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ANTERIM OPINION

Y. Xntroduction

A. Summary

This interim opinion concludes, in part, the Commission’s
proceeding to comply with the requirements of Semate Bill (SB) 987,
which amended Public Utilities (PU) Code § 739. DPU Code § 739
mandates that a baseline quantity of energy be priced belew the
price of other residential energy consumption. The origin and
evolution of the energy baseline program was summarized in interim
opinion Decision (D.) 88-10~062. The Commission had realigmed the
rates applicable to baseline volumes, the ”“Tier 1 rate,” and the
rates applicable to volumes in excess of the baseline guantity, the
7Tier 2 rate,” of the energy utilitiec last year. This was done in
order to reduce rates charged for usage over baseline quantities by
the statutory deadline of November 1, 1988.% By this order, the
Commission further complies with SB 987 by setting eligibility and
other nen-rate related ‘parameters of a program of assistance to
low-income electric and gas customers. This program is in addition
to direct assistance programs such as REACH and SAFE. Those
programs address serious low-income ratepayer needs, and utilities
are encouraged to continue direct assistance programs.

1 Realignment was ordered in D.88-09-027 (Stipulation re: rates
of Southern California Edison Company (Edison) approved) and
D.88-10-062 (Realignment of Rates Ordered for Pacific Gas and
Electric Company (PG&E), Pacific Power & Light Company (PP&L),
Sierra Pacific Power Company (Sierra Pacific), CP National,
Southern California Gas Company (SoCal), San Diego Gas & Electric
Company (SDG&E), and Southwest Gas Company) (SW Gas). The rates of
Southern California Water Company (Bear Valley Electric) were
addressed in that company’s general rate case.
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In its final decision to be issued shortly in this
docket, the Commission will establish the appropriate low-income
discount and specify related implementation details.

B. Exocedural History

A prehearing conference in this phase of the 0II was held
on December 28, 1988 during which dates for the service of
testimony and for evidentiary hearings were set. Parties were
directed tc exchange summaries of their céncept of a low=inconme
assistance program. They were encouraged to attend an informal
workshop ¢haired by the Commission Advisory and Compliance Division
(CACD) on January 27, 1989 to discuss their ideas. Subsecuently,
the Assigned Commissioner issued a ruling outlining the issues and
suggesting a rate discount as the means for assistance. In that
February 9, 1989 ruling, the parties were required tc propeose a
rate discount or differential as a minimum, to project the amount
of continuing rate assistance, to allocate costs of the program on
all but certain specified sales, and to estimate the potential
number of participants. The resultant costs to non-participants
under various cligibility criteria and assuming as a maxinmum
benefit the differential between pre-existing Tier 1 and the
residential rate at full realignment (i.e. no difference between
Tier 1 and Tier 2 rates except for customer charge) were to be
estimated. While the ruling stressed the need for consistency with
the Commission’s energy ¢eonservation goals, the amendment of any
Commission-approved demand side management program or other non-
rate type of customer assistance program was excluded from thiq
proceeding. '

Testimony was served by the respondent utilities on
February 22, 1989, by the Commission’s Division of Ratepayer
Advecates (DRA) on March 15, and by interested parties on March 31.
Review of the testimony showed that additional information was
needed to accurately determine the rate effects of any low-income
assistance progran. On'April 10, the‘assigned-a#ministrative law
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judge (ALY) issued a data recquest which redquired substantial
research and calculation by the utilities. The data responses were
sponsered by utility witnesses and are part of the record. Four
days of evidentiary hearing were held beginning on May 15, 1989 in
San Francisco. Of the respondent utilities, PG&E, SoCal, SDG&E,
Edison, SW Gas, CP National, and PP&L presented testimony.

Southern California Water Company (SoCal Water) and Sierra Pacific
did not actively participate in the evidentiary hearings and are to
take appropriate steps to comply with this decision.

C. gComments on ALY’s Proposed Decision

The ALJ’s Proposed Decision was mailed to the parties on
June 22, 1989. As noted in the ALJ’s Ruling of June 12, 1989, the
parties stipulated to a shortening of the 30-day Section 311 review
period, provided they were allowed 20 days within which to file
comments on the Propeosed Decision. Pursuant to Rule 77.)1 et sedq.
of the Commission’s Rules of Practice and Procedure, the following
partics filed written comments: PGAE, Edison, SDG&E, SoCal, PP&L,
CP National, Southwest Gas, Western Mobilehome Association (WMA),
the City of Long Beach, Towards Utility Rate Normalization (TURN),
and DRA.

We have carefully considered these comments, and have
¢corrected certain technical errors, as more fully reflected in this
decision. There are some minor typographical and editorial changes
(including in some cases clarifications of parties’ positions)
throughout the text, which will be obvious to those familiar with
the issues raised in the written comments. Howevexr, many of the
comments contained extensive reargument of the parties positions,
and in accordance with Rule 77.3, we have accorded such comments no
weight.

The more significant revisions are summarized below.
Although the ALJ’s Proposed Decision contained a discussion of the
discount rate and other implementation details, and several
parties’ comments addressed these aspects of the Proposed Decision,
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we reflect in this Interim Opinion only to those revisions which
relate to eligibility eriteria, administration (outreach and
application/certification), monitoring, and issues relative to
master metered ratepayers and submetered customers.

In response to several parties’ comments we have deleted
certain dicta appearing at page 33 of the ALJY’s Proposed Decision
regarding “an unwarranted diversity windfall.”

In response to WMA’s concerns, we have clarified that the
submetered customer applying for program benefits is to have direct
contact with the utility during the application process, rather
than relying on the landlord as a conduit. In response to
concerns raised by SDG&E, we specify that qualifying submetered
tenants of mastexr metered customers must reestablish their
eligibility for program benefits every year, since they are not
customers of the utility, and the latter will not be aware of
tenant relocations. The ALJ’s recommended three-year re-
certification for all other customers is retained.

In response to SDG&E’s comments, we also clarify that a
customer applying for program benefits may be required to
acknowledge that the utility may verify customer eligibility either
randomly or where there is reason to believe that a false
declaration has been made. The application form may state that the
utility may request the customer to provide proof of eligibility.

In response to SDGE&E’s comments we have modified a
Finding of Fact to discuss alternative methods of applying for
program benefits.

In response to the comments of PG&E and SDGLE, the order
provides that bill notice of the program shall commence with
billings issued August 20, 1989 or as soon thereafter as reasonably
practiéhble, but in no event later than September 19, 1989. We
have modified Ordering Paragraph 3 accordingly.
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In response to SDG&E’s Comments, we have clarified that
the program balancing account will accrue interest, consistent with
existing Commission procedures for balancing accounts. ‘

Ordering Paragraph 1 is revised to require allow
respondent utilities to file sample program tariffs by advice
letter on August 29, 1989. CACD is directed to convene and chair a
workshep on August 14, 1989, to facilitate the filing of tariffs
which contain substantially uniform formats and conditions of
service. In addition, CACD shall convene workshops to éxamine the
differences and the reasons for such differences in administrative
costs among the respondent utilities and attempf to reach consensus
on what the appropriate level of administrative costs is, including
the question of how substantial deviations from that level are to
be justified. At the conclusion of this examination, but no later
than September 1, 1989, CACD shall make appropriate recommendations
to the Commission (Ordering Paragraph 2).

In response to several parties’ comments, the reporting
due date mandated in this order is extended to July 1 of each vear,
and CACD’s annual report duc date is extended from June 30 o
September 1 ©f each year.

II. Positions of the Parties

The parties sought to interpret SB 987 in order to
rationalize a pfogram of assistance to low-income energy
ratepayers. The fa¢t that the mandate to establish a program of
assistance and the elimination of the baseline aifferential?

2 TFormer § 739 subsection (c) had required:

(Footnote continues on next page)
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arose concurrently suggested to the parties that the program should
exactly mitigate the increase in Tier 1 rates experienced by low-
income ratepayers. Other than the fact that these two
modifications to PU Code § 739 were made by the same legislation,
no reason was advanced for limiting program benefits to the amount
by which Tier 1 rates have increased.

The major elements of a program of assistance were
identified in the parties’ testimony as follows:

1. Size of discount to Tier 1 rates.

2. Maximum benefit or program cost.

3. Definition of “lew-income” customer.

4. Application and certification process.

5. Estimated first year participation rate.

6. Administrative costs.

7. Recovery of program costs.
A. Racific Gas and Electric Company

PG&E proposed a low=income baseline ratepayer assistance
program consisting of a discounted Tier 1 rate. The Tier 1 rate
would be discounted by the difference between the Standard Tier 1
rate and 85% of system average rate (SAR).3 That difference is
-621 cents per kWh for electric Tier 1 and 6.941 cents per therm
for gas rates. Assuming average usage of baseline quantities, that

(Footnote continued from previous page)

"The baseline rates shall apply to the first or lowest block of
an increasing block rate structure which shall be the baseline
quantity and shall be established for the residential
consumption of gas or electricity at a

‘ W AV .” (Enphasis added.)

3 The gas SAR consists of the sum of the utility’s system
average procurement rate and the system average transport rate.
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yields a monthly benefit of $3.32 and $2.28, respectively. 85% of
SAR was the maximum Tier 1 rate allowed by PU Code § 739 prior to
its amendment by SB 987 although PG&E’s Tier 1 gas rate was 110% of
SAR before realignment. PG&E’s low-income rate proposal would set
program Tier 1 rates at their former statutery relation to SAR.
Tier 2 rates for low-income ratepayers would be the same as for
other residential ratepayers.

PG&4E’s objective is to ensure that none of the utility’s
low-income residential customers’ monthly electric and/or gas bills
increase as a result of the Commission’s realignment of Tier 1 and
Tier 2 rates permitted by SB 987. PG4E modified its low=-income
rate proposal in recognition that three primary methods for
computing the program benefit had been introduced in the record.
Those include PG&E’s own 85% of SAR methodology, the DRA’s
residential average rate- (RAR) based methed, and the ALJ’s 10% or
15% discount of average bill method. PG&E recommends that the
Commission adopt one of the three methods for discounting Tier 1
rates.

Increases in the Tier 1 rate as a percentage of SAR
appear to bhe inevitable as a result of realignment. Therefore, the
maximum benefit under PG&E’s methodology would be equal to the
difference between the average residential rate (which would equal
the Tier 1 rate at the full realignment) and the former Tier 1 rate
(the rate in existence before realignment November 1, 1988). PG&E
recommends the Commission assess the low=income rate discount
annually in the Energy Cost Adjustment Clause (ECAC) and Annual
Cost Adjustment Proceeding (ACAP) proceedings, rather than define
maximum benefit levels at this time. It points ocut that PGLE‘’s and
the DRA’s rate proposals are linked to baseline reform (i.e., the
subsidy grows as the Tier 1/Tier 2 rate differential shrinks) while
a 15% discount off the average bill is not directly affected by
rate realignment.
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PC&E proposes that the definition of ”low income” include
ratepayers whese income does not exceed 150% of the federal poverty
level. This definition is acceptable to PG&E so long as
verification of eligibility is handled through the Department of
Economic Opporxtunity (DEQO) using the Home Energy Assistance Program
(HEAP) criteria.4

Under the proposed arrangement, DEO would notify all
recipients of state-administered public benefit programs who reside
in PG&E’s service territory of PG&E’s low=-income rate discount.
Existing applications for the annual HEAP grant would be modified
to ask the applicants if they wish o be on a low-income rate.

PG&E claims that some verification of eligibility is
needed to avoid fraud. DEO would substantiate household income
level by reviewing the documents supplied by an applicant for HEAP.
The incremental cost to PG&E of verifying the eligibility of a
ratepayer who indicates interest in the low-income discount on the
application for HEAP assistance would be zero. DEO would charge
PG&E $1.00 per application to verify the eligibility of someone who
had not applied for the HEAP program, subject to adjustment as the
ratio of HEAP/program applicants to HEAP-eligible ratepayers
changes. PG&E maintains that certification of eligibility should
be done at the start of the program, rather than after a fraud
problem has arisen. The reason is the costs of recovering the

4 DEO’s HEAP program provides yearly direct assistance checks to
help low-income customers pay their utility bills. Ratepayers
qualify either by virtue of being eligible for public benefits (Aid
to Families with Dependent Children (AFDC), Supplemental Security
Income/State Supplemental Payment (SSI/SSP), Veterans’ and
Survivors Pension Benefits, or Food Stamps), or by otherwise
demonstrating a total household income of no more than 110% of the
federal poverty level. DEO would use the state of California’s
”“Medical Eligibility Data System” (MEDS) to verify whether a
ratepayer or someone in the ratepayer’s household is a recipient of
any of the above-listed benefits.
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discount received by ineligible ratepayers would be s0 excessive
that they ¢ould not be justified. As a result the inflated costs
of the program would never be recovered.

PGSE estimates that about 40% of eligible ratepayers
would participate in the program during its f£irst year of
operation. One-half of these ratepayers would have reguested the
rate discount when they applied for the HEAP program. The other
one=half would be beneficiaries of the utility’s direct
weatherization programs and PG&E’s own outreach efforts. This
participation rate is expected to grow over time..

Based on an assumed participation rate of 40% and
eligibility set at 150% of poverty level, PG&E estimates
administrative costs of $4,028,381 and 284,762 participants during
the first year. This works out to about $14.15 per eligible low~
income ratepayer.

Costs of the low-income program would be collected
through a surcharge on all energy sales except for sales under the
program rate, sales made pursuant to special contracts which
provide a specific price per unit of energy, and gas throughput to
utility electric generation (UEG), cogeneration, and wholesale
customers. With regard to special contracts for electricity sales,
PC&E would exempt all sales with a specific price term that is not
indexed to the otherwise applicable tariff rate. As fox special
contracts for gas sales, PGLE would exempt only those specific-
price volumes that are not included in the next ACAP’s revenue
allocation calculation. The only such volumes are sales to
enhanced 0il recovery (EQR) customers.

B. gContxa Costa County

Contra Costa County (County) urges the Commission to
assist low-income time~of~use (TO0U) residential ratepayers by
either authorizing a percentage discount on their bill ox
elimination of the monthly meter charge. The County’s
recommendation was limited to PG&E, its serving utility. The
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County refers to the Commission’s suggestion that PG&E examine the
possibility of offering “fully paid up” TOU meters to low~income
customers at no additional cost in PG&E’s 1986 reasonableness
review. (D.89-01-012, mimeo. p. 26.)

Under PG&E’s main residential electric schedule, E~1, and
its residential TOU schedule, E~7, a ratepayer is indifferent to
the cheice of schedule when 20% of electric consumption occurs
during the on-peak perioed. Thus, a customer would realize lower
electric¢ bills under TOU rates than under the main residential
schedule if on-peak usage were decreased from 20%. Assuming
consumption of 750 kWh/month and only 5% of usage occurred on~-peak,
a customer would save $23.72 on the TOU schedule. The County
pelieves that monthly benefits to low-income customers in excess of
the program cost of $4.40 per ratepaver can be attained under its
proposal. The County claims that a low-income TOU rate would
leverage ratepayer funds by maximizing the potential savings for
low~income customers, and would allow low~income customers benefit
from TOU rates while reducing the xrisk of higher bills.

In support of its propesal, the County introduced the
results of a 2~-year Senior Citizen TOU Demonstration Program it had
conducted with PG&E. The 92 program participants fell largely
within the definition of ”“low income,” as about 70% of the seniors
had yearly incomes between $5,000 and $15,000 per year. Over 80%
of the participants used less than 700 XWh and over 40% used less
than 400 kWh per month. By the end of the program, about 85% of
the participants had altered their consumption patterns to consume
less than 20% on peak. This demonstrates that even low-usage
customers c¢an benefit from TOU rates, according to the County.

The County stressed that the success of such a program is
contingent upon intensive customer education. It suggests that the
utilities could market the low-income discount and the low-income
TOU rate simultaneously. No budget for a TOU education program was
included in the County’s proposal. ' : '
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C. Southern California Gas Compapy

Like the other major energy utilities, SoCal propesed a
monthly Bill subsidy designed to ensure that no low-income customer
would be adversely affected by the flattening of the residential
rate structure authorized by SB 987.° The per therm subsidy
would increase with additional flattening of the residential rate
structure. During 1989, the discount would be 3.262 cents per
therm plus any additional reduction in the differential authorized
in the ACAP. Assuming full Tier 1 use, the monthly benefit would
total $1.32 per month. The maximum possible per therm subsidy that
would be provided under the proposal, when SoCal achieves a flat
residential rate structure, is 13.648 cents.® Based on the
current flattening of SoCal’s residential rate structure and
current rates, the maximum subsidy (i.e. assuming full usage of a
custemers Tiexr 1 allowance) to low-income customers in Climate Zone
1 would be $2.02/month during the winter and $0.62/month in the
summer. SoCal estimates that if 25% of eligible customers
participate, under its subsidy propesal, bill subsidies would total
$3.9 million per year. Assuming full participation and a flat
residential rate structure, total subsidies would be capped at a
level of $65 million annually. Maximum benefits under SoCal’s
proposal would be equivalent to an average 15% reduction in the.
bills of participating customers given the assumptions underlying
SoCal’s 1989 ACAP filing, according to SoCal.

5 SoCal calculates a subsidy amount ecqual to the difference
between the differential that existed between the RAR and bageline
(Tiexr 1) rate on October 31, 1988 and the differential between the
currently effective RAR and Tier 1 rate.

6 SoCal correctly defines a flat residential rate structure as
one wherein the difference between the Tier 1 rate and the averadge
residential rate is entirely explained by the fact that residential
customer charge revenues are credited against the revenues to be
collected from the baseline rate.
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SoCal’s per therm discount would not be affected by
changes in the customer’s bill due to factors other than a
reduction in the differential between the Tier 1 rate and the
average residential rate that existed prior to baseline reform.
That ig, increases in the Tier 1 rate due to an increase in the
average residential rate or an increase in the average bill because
of a decrease in allocated baseline quantity would not be
compensated for by SeCal’s discount to the Tier 1 rate.

SeCal proposes an eligibility level of 150% of federal
poverty level. This is the level used for some other SoCal low~-
income programs. About 25%, or one million, of SoCal’s residential
ratepayers would be eligible. The proposed qualification level
was selected to provide a large customer base. This would tend to
minimize administrative costs per participant. Also, the customer
data base compiled for existing programs could be used, thus
reducing the cost for outreach.

Ratepayers would apply for the subsidy by returning a
form on which they have certified that they meet the income

criteria. Random checks to verify eligibility would be performed
by the Commission. Recertification would be required whenever a
custoemer moves. Annual recertification of customers on master

metered and submetered rates would be recuired. SoCal estimates
the cost of eligibility certification to be $4.00 per customer and
$45.00 to $60.00 per customer for income verification. Such costs
do not justify income verification for each applicant, according to
SocCal. ‘

The administrative budget for this program was estimated
to be approximately $1.65 million. This does not include the cost
of verification. By contrast, the administrative cost for
Commission-authorized demand side management programs for 1989 are
projected to be $13.5 millien. '




I.88-07=009 ALJ/ECL/vdAl w»

SoCal proposes to recover the costs of this program
through a flat monthly surcharge on the account of each non-
participating core customer. Currently, the surcharge would range
from 8 cents to 40 cents per month, depending on low-income
ratepayer participation. SoCal observes that SB 987 prohibits the
Commission from imposing the cost of the program on only one class
of customers. It believes that programs that exclusively benefit
residential customers should be funded exclusively by residential
customers. As a compromise, SoCal proposes to levy the surcharge
on core customers. Funding of the program by non-¢ore customers
would violate cost-based rate design principles, according to
SoCal. SoCal proposes that the Commission autheorize it to
establish a balancing account %o reconcile expected differences in
the timing between program funding and cost incurrence.

D. San Diego Gas & Electric Company

Pursuant to D.88-10-062 (the interim opinion in this
proceeding) SDG&E decreased its Tier 2 electric rates, effective
November 1, 1988, with no corresponding increase to the Tier 1

rate. AS ordered by D.88~12~-085, its Test Year 1989 General Rate
Case decision, SDG&E decreased non-baseline electric rates by 13%
and baseline rates by 1%, thus achieving substantial realignment of
electric rates. Currently, SDG&E’s electric Tier 1 rate is 94% of
its system average rate, whereas it was 85% prior to baseline
reform.

SDG&E proposes to establish a new Tier 1 rate for low-
income customers which will keep them economically indifferent to
rate realignment. SDG&E proposes that no electric program tariff
be authorized at this time since SDG&E’s current Tier 1 electric
rates are 1% lower than the Tier 1 rates in effect prior to
baseline reform.

SDGLE would implement a rate discount for electric
baseline rates at such time as baseline electric rates increase
above those in effect before November 1, 1988. SDG&E would
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establish a ”benchmark baseline rate” to assure that low-income
customers are indifferent to rate realignment. This would be the
higher of either the Tier 1 rate in effect before baseline refornm
or a Tier 1 rate set at 85% of system average. In the case of gas
rates, the benchmark would ceonsist of a Tier 1 rate set at 85% of
SAR with the TURN baseline allowance adjustment applied. The
monthly gas program benefit, based on projected average Tier 1
usage, would total $4.12.

SDG&E would define as ”low-income” ratepayer:s whose
income does not exceed 130% of the federal poverty guidelines. It
cites the HEAP program’s reliance on eligikility for AFDC, SSI/SSP,
Food Stamps, or in the alternative, annual household income no more
than 130% of federally established poverty guidelines in support of
its position. In order to limit the cost of this program, SDG&E
proposes a ceiling funding level based on the maximum amount of
rate realignment possible under current rates and the current
estimate of qualifying low-income customers. This would amount to
58 cents per month, based on typical residential consumption.

SDG&E has no empirical evidence of the tolerance of non-participant
ratepayers for program Costs.

The ceiling includes the rate subsidy, related
administrative expenses, and existing authorized low=income
programs.7 Administrative expenses for the low~income rate
assistance program are projected at $230,300. To accommodate
future changes to general rate levels, this ceiling would be

7 The low=income programs authorized in SDG&E’s 1989 General
Rate Case include the Energy Education for Lew Inceome (EELI) and
Special Needs at a total annual cost of $550,000. The
administrative expenses for SDG&E’s Direct Weatherization
Assistance, Low-Income Refrigerator Rebate, and EELI programs
totaled $541,319. The participation levels in 1988 were as
follows: DWA .4%, LIRR .06%. SDG&E’s 1989 goal for EELI is 20,000
customers, ox roughly 2% of residential customers.
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implemented as a percent of retail revenues. This amounts to .7%
of retail electric revenues and 1.7% of gas retail revenues,
excluding non-core customers. This is based on qualifying criteria
set at 130% of federal poverty guidelines, and would amount to
155,000 electric customers and 100,000 gas customers.

SDG&E proposes that its rate subsidy program be funded by
all customers covered by balancing accounts. That would include
all electric customers under the Electric Revenue Adjustment
Mechanism (ERAM) balancing account and all core gas customers.
SDG&E proposes that neon-~core gas customers be excluded. Non-core
sales represent 60% of gas department salez. Within the non-core
class 95% of the sales are for UEG and cogeneration. SDGSE would
also exclude special contract sales under contracts which provide a
specific price per unit of energy. Finally, baseline sales to low~
income customers would be excluded. SDGLE proposes to allecate the
subsidy pursuant to the Equal Percentage of Marginal Cost (EPMC)
method for electric program costs, and on a cent per therm basis
for gas program costs.

A balancing acecount would be used to track administrative
and other program expenses. <Coordination of the subsidy with
updates in utility sales forecasts, revenue reguirements, revenue
allecation, and rate design would best be accomplished if the costs
and benefits of this program were reviewed in the ECAC and ACAP
proceedings.

REeXm alifornia Fdison njel. by

Edison proposes to discount the Tier 1 rate paid by
qualifying customers by the amount needed to reduce the Tiexr 1 rate
to 85% of SAR. The low=-income household whose monthly consunmption
is at or below the applicable baseline allowance would receive a
bill equal that which it would have received without the
realignment of the Tier 1/Tier 2 rates. If the household exceeded
the baseline allocation, the maximum baseline rate discount would
apply, plus the already lower Tier 2 rate which has resulted from
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baseline reform. Under Edison’s proposal, full Tier 1 usage in its
most populous bascline zone would result in a2 $0.69 per month
decrease to a low=-income ratepayer’s bill.

Edison proposes to define low-income households as those
whose income is no greater than 130% of federal poverty gqguidelines.
This criterion was sclected because it is used to establish
eligibility for the existing federal/state funded Energy Crisis
Intervention Program and Edison Winter Energy Assistance Fund.
Edison estimates that about 16% of residential households in its
service territory will qualify for the program under its proposal.
At a 150% of federal poverty guideline level, about 25% or 850,000
households would qualify, resulting in a revenue impact of about
$950,000 under Edison’s methodology and administrative costs of
$1.75 million during the first 12 months. Costs could grow to as
much as $57 million as Edison moves toward full EPMC revenue
allocation and a lower baseline/non-baseline rate diffexrential.
Edison proposes that sales to customers with competitive
alternatives be exempted from bearing any cost of the low=-income
subsidy program. These include all those on self-generation
deferral rates and other special contracts.

Edison believes that total program costs should be capped
at .5% of its present rate revenues. In the event that this limit
is reached, Edison would raise the low=income Tier 1 rate to a
level to keep the total subsidy from exceeding .5% of present rate
revenues. Based on 1989 estimated sales, the program ceiling would
be $30.9 million.

Edison would notify all residential customers of this
program annually via a bill insert describing this program.
Customers would establish their eligibility by returning a signed
Application and Declaration (Application) foxrm to Edison. No
annual renewal would be required. Customers would be required to
notify Edison when they no longer meet eligibility requirements.
The Application would authorize verification by the utility at its
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option and rebilling of accounts where the customer was found not
t0 be eligikle. The utility would verify on a random basis when
conditions indicate that such random checks are cost-effective.

In the short term, Edison proposes to allow the
undercollection in base rate revenue to flow through and to charge
administrative ¢osts as negative revenue to the ERAM. This would
recover the subsidy from all customers subject to the Electric
Revenue Adjustment Billing Factor (ERABF) on an egqual-cents~per Xwh
basis. This would continue at least until Edison’s next general
rate case proceeding.

F. Pacific Power & Light Company

PP&L originally sought to be exempted from the
Commission’s implementation of a low-income assistance program. It
now ¢oncurs that SB 987 mandates the establishment of an assistance
program, but points out that the bill has no deadline for
compliance. PP&L recquests that implementation of a rate discount
program of assistance be postponed for its customers. It
recommends that the Commission consider this issue in PP&L’s
general rate case filing, which will be submitted in December 1989.
Thus, PR&L is proposing a monthly benefit of $0.00 at this time.

The grounds for postponement include the inability of
PP&L’s customers to tolerate rate increases. This has forced the
utility to forgo approximately $6.8 million in annual revenues as
part of its Rate Stabilization Program, according to PP&L‘S
witness. PP&L claims that by foregoing this rate incCrease, it is
providing low=-income ratepayers a subsidy approximately equal to
the difference between the current and pre~-realignment Tier 1 rate.
PP&L will not raise rates although it has experienced about $5
million of unanticipated plant investment that was not considered
in its 1986 general rate case. Moreover, the utility is faced with
competition from alternate fuels. '

PP&L is concerned that the Commission may apply uniform
assistance standards to all California jurisdictional utilities.
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In particular, it would object to the Commission’s use of the ULTS
criteria. PP&L described the income characteristics of its
residential population. Using figures provided by PP&L’s witness,
it appears that the median 1988 household income in PP&L’s service
territory was roughly $18,750. The statewide median household
income was $29,400. Approximately 30% of PP&L’s California
ratepayers may qualify forxr the program under an eligibility
criteria of 150% of federal poverty quideline. The utility fears
that any surcharge to fund a low-income assistance program will
have a significant adverse impact on its customers.

PP&L’s primary recommendation is that the Commission
should consider its Rate Stabilization Program as an assistance
program. If this is not acceptable, then PP&L wishes the
Commission to adopt a program along its recommended lines, but to
postpone implementation of the program until after full
consideration of PP&L’s financial posture in its December 1989
general rate casce (GRC).

The low-income assistance program would provide a
discount to Tier 1 rates equal to the difference between PP&L’s
pre-realignment Tier 1 rate from PP&L’s current Tier 1 rate. PP&L
had no specific recommendations on low-income eligikility criteria.
It believes that at least 50% of its eligible low~income population
would sign up for the program and that higher~than-average
participation will be realized due %o the active low-income
organizations in the service territory. PP&L proposes that DEO
certify eligibility. It estimates that about $50,000 of its
$200,000 administrative costs would be used for certification &
verification of eligibility.

PP&L has no fuel cost adjustment mechanism, and has
recquested the Commission to eliminate its ERAM mechanism. It seeks
authorization to establish a deferred debit account system that
would track program costs. The company’s surcharge amounts and
subsidy payments would be updated with each year’s attrition filing
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and its general rate case f£ilings. DRA accepts the company’s
proposal for handling annual updates in its attrition filing and
recommends review of the reasonableness of administrative expenses
. in each GRC.
€. LR National

CP National would utilize DRA’s proposal to implement a
low=income assistance program with one exception. Instead of a 10%
of RAR minimum discount for CP National, the utility recommends a
minimum benefit equivalent to 6% of RAR discounted off baseline.
Thiz would result in a $1.81 per ménth benefit. CP National
believes its ratepayer base, of which 62% is residential usage
justifies this difference. CP National states that application of
the 10% RAR minimum would result in a “significantly higher”
average surcharge on non-participants than the surcharge on other
utilities’ non-participant ratepayers.

Based on its use of self-certification to determine the
eligibility of its telephone ratepayers for ULTS, CP National
recommends either self~certification for program applicants or the

use of social service agencies to screen applicants.
CP National’s primary proposal for recovery of progranm
costs would be to add those costs to the base cost amount of CP

National’s supply adjustment mechanism (SAM) balancing account. It
would not object to using a new balancing account for cost recovery
with respect to this program. In the absence of a scheduled rate
case, CP National recommends use of its response to the ALY data
request to calculate program €osts. Those ¢osts would be entered
in a balancing account, to be reviewed at the next general rate
case.

The residential tariff of CP National’s Needles District
rétains a lifeline allowance pursuant to former PU Code § 739.
Hence, there were no Tier 1 rates to adjust in D.88=10-062. Since
SB 987 requires a program assistance to low~income enerqy
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ratepayers, without exception, an appropriate program should be
authorized for the Needles District.
H. Southwest Gas company

SW Gas proposes to set Tier 1 rates at their pre-
realignment level. Currently authorized test year billing
determinants and primary residential class revenue requirement
would be used to calculate a LIA (Low=Income Assistance) rate as
85% of SAR, as was doneé prior to baseline reform. The program rate
would be recalculated when ¢lass revenue requirements change. The
revenue shortfall would be booked into a separate, interest-~bearing
account for future recovery. The balance would be collected on a
cents per-therm basis from all non-low=-income sales, excluding
special contract sales. The LIA Account balance would be adjusted
annually along with SW Gas’ CFA, PGA, and SAM accounts in normal
offset filings. Determination of eligibility should be done by a
local community service agency, rathex than the utility. The
Commission might verify eligibility of high-volume ratepayers. A
cap on the amount of subsidy to 0.25%=0.5% of total revenue is
advocated. Although SW Gas wishes to extend LIA program benefits
to residents of master meter mobilehome parks, it cannot guarantee
that a landloxd will pass the discount through. It opposes
providing program benefits to non-permanent residents.

I. Western MobileHome Association

WMA supports the concept of a program of assistance to
low=income ratepayers. WMA estimated that on a statewide basis,
about 19% of all mekile home houscholds have annual incomes at 125%
or less of the federal poverty level.

WMA will recommend that all owners of submetered parks
cooperate with the utilities’ outreach efforts and will help
explain the program’s revised bhilling requirements to- park owners
- and to companies that provide submeter billing services. However,
WMA is opposed to any requirement that park owners be responsible
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for soliciting, qualifying, or certifying residents for the
program.
J. Division of Ratepaver Advocates

The Commission’s DRA recommends that the program consist
of a rate discount based on the relationship of the baseline rate
to the RAR prior to the rate realignment, with a nminium benefit of
10% of RAR and no cap on program costs.

DRA recommends the use of RAR over SAR in order to avoid
any impact on the level of subsidy resulting from changes in a
company’s customer base or cost structure that do not otherwise
have any effect on the alignment ¢f residential rates. DRA
proposes to discount the difference between the current Tier 1 rate
(with customer charge) and the rate that would have been in effect
based on the pre-realignment ratioc of Tier 1 to RAR off the
participating customers’ baseline rate.

According to DRA, a minimum discount ¢f 10% of RAR is
necessary to make the program werthwhile administratively and to
encourage participation at the outset of the program. Thc DRA has
alternatively suggested a 15% minimum discount in the event the
commission believes that a higher level of minimum benefits is
appropriate. While DRA does not believe that the low-income
program mandated by S$B 987 must be strictly linked to realignment,
socme connection between the rate discount and realignment is
necessary €0 ensure that low-income customers are not worse off
than they were prior to the realignment of rates pursuant £o SB
987.

The maximum benefit level that automatically results
under DRA’5 methodology with a complete flattening of rates would
be an acceptable cap on ratepayer benefits. However, the DRA
opposes a cap on program costs. The two most significant program
cost factors may well be participation rate and changes in the Tier
1/Tier 2 differential. Since those cannot be predicted, a cap on
program costs has little validity, according to DRA. It believes
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that continual reevaluation of the level of subsidy would
accomplish its goal of balancing the needs of low-income customers
against the cost imposed on other ratepayers.

DRA states that the program should be funded on a cents
per unit of energy basis. It reasons that a rate discount for low-
income customers which is funded by other ratepavers is a subsidy
program and a subsidy program is not by its nature cost~based.
Consequently, it is difficult to attribute the costs of an equity
program to any single class of customers. Moreover, benefits from
this program are not limited to the residential class. A bill
assistance program such as this would tend to reduce a utility
company’s uncollectibles, which benefits bhoth the company and its
customers. Therefore, DRA recommends allocation of program costs
to all gas customer classes with the exception of UEG, cogen, EOR,
special contracts where a specific price has been provided,
wholesale customers, and low-income Tier 1 sales and street
lighting. According to DRA, all electric customers should support
the program, except for customers under special contract and low-
income Tier 1 sales. Street lighting is listed bhecauvse those costs
are paid by taxpayers. Since thesc taxpayers are also ratepayerxs,
collection of program costs from street lighting revenues would
“doukle~charge” ratepayers, according to DRA.

DRA recommends use of the ULTS eligibility criteria and
self-certification by applicants. It does not object to the use of
the DEO as an agent for certification. The program discount should
be offered to submetered users, but not to master meter customers
with unsubmetered tenants. Low=-income customers on optional TOU
schedules should be extended program benefits through appropriate
means.

DRA proposes that a separate balancing account should be
set up for the program. Only incremental administrative expenses
should be kooked to the program balancing account and the balancing
account treatment for administrative expenses should cease with
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each company’s next general rate case. DRA recommends a workshop
to develop the concept of a monitoring committee to review the
program.

K. Towaxds Utility Rate Noxmalization

TURN is a not~for=-profit group which represents the
interests of residential utility ratepayers. It continues to
sSupport an energy baseline program featuring inverted bleck rates
that is generally available to all residential customers regardless
of income. However, it recognizes that SB 987 mandates a targeted
low=income assistance program and has intervened to provide a
residential ratepayer perspective on the issues. TURN supports the
positions taken by the DRA on most of the contested issues.

TURN believes that the objectives of offsetting the
effects of baseline reform and providing a meaningful benefit to
low=income customers can best be achieved through a rate discount
that is egual to the greater of (1) 10% to 15% of the average
residential bill or (2) 15% of the SAR. The latter criterion is
the only one that ¢an assure that no low-income customer ends up
worse off as a result of SB 987. The DRA’S RAR approach fails to
do so, according to TURN.

TURN criticizes SoCal’s proposal to collect the program
surcharge from core customers as contrary to the Legislature’s
clear intent. It recommends collection of the surcharge from all
customers, with the exception of wholesale customers and the UEG
and cogeneration customers of the gas utilities. Although existing
special contracts which include a stated rate must be excluded,
future contracts should incorporate the surcharge. That is because
to the extent rate discounts are necessary, TURN believes they
should come from rate components not protected by a balancing
account.

TURN reluctantly acquiesces to balancing account
treatment for program administrative costs. It stressed the need
to limit balancing account entries to incremental administrative
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¢osts that have been incurred specifically for the program. Such
recovery should be subject to strict annual reaconableness reviews
to ensure, among other things, that costs being recovered are truly
incremental and result from the program. Balancing account
treatment of administrative costs should be limited to two years,
after which time the costs should be forecasted on a test year
bacis for recovery through general rates.

Revenue losses due to program benefits should be recorded
in a bhalancing account and amortized annually in the company’s ECAC
or ACAP proceeding. TURN recommends a separate balancing account,
rather than the ERAM, for recovery of program costs. No ERAM=-type
account exists for the gas companies. The program surcharge should
be based upon recorded costs only, with no forecasting of future
peried accruals at this time.

Finally, TURN recommends that the utilities be required
to perform certain monitoring functions in order to allow the
Commission to gauge the effectiveness of the program and ©o
evaluate its effectiveness in meeting the needs of minority groups
and seniors. An update of potential participants within each
service area should be submitted within six months of this
decision. Eighteen months after implementation of the program, the
utilities should be required to update their estimates of the
number of eligible customers and to report actual participation in
detail. The information should include the number of customers
participating and demographic information on participants such as
household size, race, ethnicity, age, and income. The utility’s
outreach efforts should be described. These reports should be
updated in each succeeding GRC.

Finally, TURN recommends that a program monitoring
committee be established, made up of utility, consumer, and
Commission staff representatives. The purpose of the committee
would be to evaluate the implementation of the program, based on
the monitoring reports, and to suggest methods for improvement.
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IIX. Discussion

This interim opinion addresses only certain non-rate
aspects of the low income program. Specific topics covered
include: eligibility, application and certification procedures, and
certain related issues concerning submetered customers. Not
addressed are issues regarding the level or calculation of program
benefits, or questions concerning which classes of customers are
exempt from any rate surcharge ultimately adopted. These issues
will be covered in the Commission’s final oxder.

.\ LIS A Al subpetered NGAS

Master meter customers require special consideration
because they purchase energy for multifamily service and for mobile
home park service. They supply this energy to consumers who have
no contractual relation with the utility. Those consumers’ usage
may or may not be submetered. PU Code § 739.5, Subsection (a)
requires that whenever gas or electricity is provided by a master
meter customer to such residential users, the master meter customer

shall ¢harge each user of the service at the same rate which would
be applicable if the user were receiving gas or electricity
directly from the utility.8

Master meter customers currently charge the lower Tier 1
rate to submetered customers for baseline quantities consumed.
Existing billing practices will enable master meter customers to

8 Pursuant to Subsection (2), the utilities’ master meter
schedules provide a sufficient differential to cover the reasonable
average costs to master meter customers of providing submeter
service. Subsection (b) recquires master meter customers who
receive any rebate from the utility to pass through to each user
his proportionate share of the rebate. Subsection (e) requires the
master meter customer to provide an itemized bill to each
individual user in accordance with the format used by the utility
to bill its residential customers.
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pass through the program rate discount on Tier 1 quantities to
qualifying low=-income submetered consumers. Where consumers are
not submetexed, their energy bill and rent are bundled together.

It would be extremely difficult to estimate usage and enforce the
pass through of a rate discount. These end-users are not customers
of the utility, there is no individual energy bill, and no party
submitted a propesal that would ensure that these end-users would
receive any benefit. Thus, we will extend this program of
assistance only to cligible submetered consumers.

All of the utilities propose to make the program rate
applicable to estimated Tier 1 quantity use by low-income
submetered users.’ That is, the master meter customer would be
billed at the discounted Tier 1 rate based on the ratio of
qualifying households to non~qualifying households. It would be
the responsibility of the master meter customer to pass the low-
income rate discounts through to the eligible low-income energy
consumers.

Several parties noted that a low=-income benefit creates
an additional diversity benefit for master meter customers.
Currently, a master meter customer receives a diversity benefit
when that customer pays baseline rates and is able to collect
revenue at the higher non=-baseline rate because of differences in
usage between submetered tenants. A low-income program creates
additional diversity benefits. The master meter customer would be
billed at the low-income rate for the full baseline allowance of a
qualifying low=income customer. If that low=-income customer uses
less than the baseline allowance, the master meter customer pays

9 However, in their comments, PG&E noted that estimating use was
administratively difficult and could be unfair to the master meter
customers. A simple ratio would not capture the impact when some
low=-income customers are all-electric and others are medical
customers, for example.
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the low=income rate for some energy f£or which the master meter
customer can collect the full baseline rate.

The diversity benefit provides an incentive for the
ratepayer to help their submetered tenants to qualify for the
program rate. WMA complained that the existing diversity
adjustment excessively penalized its members. Parties generally
agreed that a diversity adjustment should not be determined here.
We concur. The diversity adjustment is a function of usage
patterns and actual rate levels. Diversity adjustments can be
comprehensively reviewed in the context of submetered rate design.
The diversity issue should be considered the next time submetered
rate design is reviewed, but no later than each utility’s next
general rate case.

Edison suggested that each year, the submetered customer
should submit an application for the program rate to the master
nmeter customer, who would then forward the forms to Edison.

SoCal proposed that each submetered customer submit an
application form to the owner of the residential complex, i.c., the
master meter ratepayer. SoCal would have the owner certify the
number of qualifying low-income units eligikle to receive the
credit. Master meter customers would be assessed a monthly
surcharge on all submetered accounts, reduced by the number of
qualified low~income customers served. The non-low-income
customers would be required to pay an equivalent surcharge to the
master meter customer. This proposal is unnecessarily complex and
will lead to customer confusion. It will not be adopted.

To summarize, master meter billing should be fully
considered the next time master meter/submeter rate design is
considered. Master meter ratepayers will circulate applications
for the program to their submetered customers and the submetered
customer will forward a completed application to the utility. The
master meter customer will inform the‘utility-when the low-income
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customer moves. The utility will certify the eligibility of these
submetered customers as it would for its own ratepayers.
B. Eligqikility cCriteria

The parties’ recommendations ranged from a definition of
7low income” as a houschold whose income did not exceed 130% of
federal poverty level to a household which met the qualification
criteria set for Universal Lifeline Telephone Service (ULTS). The
fact that existing utility demand side management (DSM) progranms
employed 130% or 150% of federal poverty level as eligibility
eriteria was the basis for those recommendations. The DSM
qualification criteria arc not uniform, either as between types of
programs Or as between utilities.©

Moreover, utility witnesses testified that low-income
program participants cannot be deemed automatically eligible for
program benefits. This is because changes in eligibility status
are likely to have occurred since the ratepayer first participated
in the utility program.

Both DRA and TURN favor eligibility based on ULTS
criteria. They apparently believe that increased consumer benefits
from program uniformity outweigh the additional cost of greater
eligibility.+*

10 130% was characterized as the criterion for HEAP eligibility.
In fact, a ratepayer who is “categorically eligible” for HEAP may
have income in excess of 120% or the ULTS guidelines. The
ratepayer would still cqualify for HEAP due to his status as a
public welfare program recipient.

11 The income limitation for ULTS is set out in CPUC General
Order 153 Section 3.1.1.1l. That section requires the Commission to
adjust the income limitation each year for inflation based on the
federal consumer'przce index. 1984 was used as the base year. In
1984, the Commission established ULTS criteria at 150% of federal
poverty level for a househeold of 2.3 persons. Not until 1986 did

(Footnote continues on next page)
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The ULTS criteria should be adopted for the program. The
Commission’s goal of reaching needy ratepayers can best be
furthered by an outreach program that is simple for ratepayers to
understand. The telephone ULTS assistance program has been in
existence for five years now. Phone customers are asked annually
to ¢onsider whether they qualify for ULTS and are given the
opportunity to subscribe to that service. Encrgy ratepayers, who
most likely reside in a house where there is telephone service,
would have a fairly clear idea whether their household qualifies
for the program rate if the eligibility criteria arc the same as
the ULTS criteria. Moreover, customer confusion would be minimized
if low=-income assistance criteria are Kept uniform for both
telephone and energy utilities.

The utilities may still employ their DSM participant data
banks as an outreach tool. Under the ULTS standard, all ratepayers
who qualified for a utility low-income DSM program will qualify for
the program. Use of the ULTS criteria gives the utilities the

option of conducting a joint outreach program with the telephone
utilities. We note that the ULTS criteria may be revised from time
to time by the Commission in response to changing circumstances.
The smaller energy utilities sought to limit the extent
of their programs by comparing their customer bases with those of
the major energy utilities. They stressed the absence of large
commercial and industrial customers in their largely rural service

(Footnote continued from previcous page)

the Commission modify the criteria to account for households of 3
persons or more. This was accomplished by Resolution No. T-11009.
Although income eriteria for households of 3 persons or more were
adopted, the criteria for one~ and two=-person households remained
at the previous 2.3-person level. Each year ULTS criteria are
adjusted for inflation, and the more liberal income criteria for 1~
and 2~person households is preserved.
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territories. The differences in customer mix are minimized,
however, by the exemption of UEG, cogen, and certain special
contract customers from the program surcharge. The ULTS criteria
and benefit level sheuld apply to the small utilities as well as
the larger ones. '

An exception is appropriate in the case of PP&L. The
company’s evidence of income levels within its service territory
persuades us that PP&L’s ratepayers cannot bear a significant rate
increase. At 125% of poverty level, 20% of PP4L‘s ratepayers would
qualify for the program rate; at 150% of poverty level, 30% would
qualify. It is reasonable to limit PP&L’s program costs by setting
the program eligibility criterxria at 130% of federal poverty level.
A reduction in eligibility level, rather than in program benefits,
preserves our goal of affording significant rate assistance to low-
income ratepayers. At the same time, the 130% level takes into
account economic ¢onditions in the service territory that make one
ratepayer “low income” in relation to other ratepayers.

Finally, Edison’s proposed Tariff Schedule No. D-LI

provides under ”Special Conditions” that Schedule No. D=LI may not
be combined with any other rate schedule. This may refer to a
schedule available to utility emplovees who receive discounted
fates, among other things. It is not our intent to provide program
benefits to any ratepayers who already are eligible for rates lower
than those within the main residential rate.

C. Administration

1. Qutxecach

Each utility proposed a comprehensive outreach progran.

We encourage the utilities to use the outreach network and
expertise gained in carrying out their low-income demand side
management programs. Ratepayers on those lists are not
automatically eligible for the program because their household
composition and household income may have changed since they were
found eligible for the DSM program. However, since the eligibility
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criteria for those programs are within the ULTS limits, the
utilities should target their outreach efforts to custémers on the
participant lists compiled for those progranms.

It appears that eligibility standards for some publicly
administered benefit programs may fall within the ULTS eligibility
criteria. The utilities are encouraged to survey the range of
public assistance programs, identify which programs have such
criteria, and coordinate their public information efforts with the
publi¢ agencies’ efforts to reach eligible clients. Ideally,
potentially qualifying ratepayers should be informed of the program
at the same time they seek other forme of assistance.

The utilities should notify ratepayers of the program by
notice enclosed with the monthly utility bill. The notice should
be carried in bills issued on August 20, 1989 and afterwards for at
least one billing cycle. The notice should be reissued during the
billing cycle beginning on December 1, 1989 and two months before
each utility’s peak summer month. Bill notices for subsequent
years will be scheduled in the program update proceedings.

with the exception of PP&L, the notice must state, “If
your household qualifies for Universal Lifeline Telephone Service,
you may also gualify for a discount on your energy bill under
(utility’s name) low income ratepayer assistance program.”

Once the Commission makes its decision on the appropriate
methodology, it will detail more precise regquirements for customer
notice. In the meantime, it is possible to describe some minimum
notice requirements based on this Interim Opinion. We expect the
respondent utilities to announce the availability of the program
and allow ratepayers the option of signing up for the program even
in advance of the Commission’s Final Order. In order to expadite
that process the notice shall detail eligibility, application, and
certification requirements as this decision orders.

In addition, once the discount is in place we encourage
the respondent utilities to compute and display the discount on
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individual customer’s monthly bills. This should conclusively
demonstrate to participating low-income customers that they are
receiving a tangible, meaningful benefit.

The application and certification process was described
more fully by some utilities than by others. None of the utilities
has propesed a rigorous eligibility verification program. SoCal,
SDG&E, Edison, CP National, TURN, and DRA all favor self-
certification by the applicant. Based on the June 1988 Report on
the Results of the Workshop held for ULTS, DRA states that a
reliable verification program does not seem feasible at present.
Obstacles to reliable verification include the difficulty of
determining the existence of multiple incomes and the number of
household members, the high cost of auditing, and the uncertainty
of benefits from verification in the form of less fraud. Edison
believed that verification of all customers would be too costly and
would increase the burden on other ratepayers. SoCal estimated the
cost of a true verification program to be $45 to $60 per ratepayer.

PG&E and PP&L wish to subcontract the task of certifying
ratepayer eligibility to the DEO. The DEO would determine an
applicant’s eligibility based on whether the applicant was
rcategorically eligible” by virtue of being listed on the state’s
MEDS data bank and whether the ratepayer’s total household income
was within ULTS limits. If not so eligible, the applicant would
demonstrate eligibility by including documentation of income with
the program rate application. DEQ would perform a limited
verification of the applicant’s income level by reviewing the
documentation. DRA has no objection to this process.

PG&E states that the cost to PG&E of DEO’s validation is
less than a dollar per applicant. Use of DEO would enable PG&E to
target a program information mailing to all those on the MEDS data
base. ' ‘
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In addition, once the discount is in place about 168,000
of PG&E’s customers qualified for the HEAP assistance administered
by DEQ last year. These customers, and others who receive HEAP
application forms, will be able to indicate to DEO whether they are
interested in the program. If found eligible under the ULTS income
criteria, those ratepayers would also benefit from the program. At
this time, HEAP applications are mailed only once a year, in
September. In order to effectively assist ratepavers, DEO will
have to conduct its outreach and verification process throughout
the year. PG&E will coordinate its efforts with DEO.

DEO was criticized by DRA for the time it required to
process HEAP applications. Some ratepayers did not receive their
utility assistance checks for three months after they submitted
their applications to DEO last year. PG&E had discussed this
problem with DEO, and was assured that the same delay would not
occur where DEO is merely certifying eligibility and not issuing
checks. Given the utilities’ sincere efforts to get the program
underway, delay at DEO should be minimized. DEO should process
applications seo that a low-income applicant will be placed on a
low~income rate schedule within one billing cycle from the date of
applicatien.

Coordination with DEO offers the prospect of higher
initial participation in the program. PG&E estimated that using
150% of poverty level as the qualification criteria, about 386,000
customers would be eligible. Virtually all of PGS&E’s HEAP
recipients, or 157,000 PG&E customers would participate in the
program. It appears that the greater outreach available through
the MEDS and HEAP programs justifies the partnership that PGLE has
proposed with DEQ. PG&E’s authorization to work with DEO will
depend on the success of DEO’s outreach and validation efforts. I1f
PP&L and DEO reach a similar arrangement, then PP&L would be
authorized to spend up to $1.00 per non-HEAP'applxcant on
verification by DEO. :
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The other utilities would net require documentation of
eligibility to accompany application forms. However, they want
authorization to verify customer information on a random basis or
where the utility has reason to believe that a declaration of
eligibility is fraudulent. Edison has drafted an Application and
Eligibility Declaration (Application) for Low Income Rate which is
basically reasonable.t?® It provides for self-verification by the
ratepayer but puts the ratepayer on notice that proof of income
nust be made available at the request of the utility. Experience
with the ULTS program suggests that customer misunderstanding could
be minimized if “income” were defined to include income from all
sources, whether taxable or not, on the Application. The
accompanying Eligibility Provisions should be amended to provide
examples of types of income and to specify what type of
documentation may be required. The Application alse notifies the
ratepayer that the application may need to be renewed on an annual
rasis. Annual renewal should be limited, because of its
administrative cost, to cases where fraud is reasonably suspected.
Indeed, because of the automatic flow=through of program costs, at
this time, all administrative activities such as rebilling should
be determined to be cost-effective before they are undertaken.

The Eligibility Provisions which accompany the
Application must be revised to conform with this decision. Alseo,
the definitions of ”household” and “head of household” appear to be
derived from government programs intended to assist family units.
The program is not so constrained. There may be non-related adults

12 In comments addressing the ALJ’s Proposed Decision, WMA
suggests this form be modified to reflect the fact that submetered
residents should be in direct contact with the utility regarding
eligibility, non-eligibility, and proof of eligibility. Edison
should revise its tenant application form to address WMA’s concerns
regarding landlord inveolvement in the Income issue and in the
Notification process (WMA Comments, p. 5).
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living in a residence sharing utilities. Since one adult may not
be ”providing full support” of the other adult household members,
the definition of head of household should be either revised or
discarded to enable a non-related household of individually
qualifying low-income persons to qualify for the program.
Otherwise, the Application and the Eligibility Provisions in
Exhibit 76 for the main Residential Rate (D) are reasonable. With
these changes, the Applications in Exhibit 79 for Master Metered
and Submetered Electric¢ Service (DMS~1 or DMS-2) customers and the
corresponding Tenant Application ¢an also be found to be
reasonable.

A customer applying for the program rate may be required
to acknowledge that the utility may verify customer eligibility
either randomly or where there is reason to believe that a false
declaration has becn made. The application form may state that the
utility may reguest the customer to provide proof of eligibility.

Submetered customers will apply individdally for program
benefits. The utility will provide customer information and
application/verification forms €0 the master meter ratepayer.
Program notices will be distributed along with the menthly bill.
The master meter ratepayer will provide applications for the low-
income subsidy to the submetered customer. Completed forms will be
returned by the submetered customer to the utility, which will make
the appropriate billing changes. Master metered ratepayers will
not be responsible for misrepresentations by submetered customers.

SoCal suggested that program participants be required to
recertify their eligibility every three years. This suggestion was
not opposed by any party and will be adopted. However, qualifying
submetered tenants of master metered customers will be required teo
annually reestablish their eligibility with the utility, since
submetered tenants are not customers of the uﬁility, and the
utility would be unaware of their relocation or other changes in
circumstances. ‘
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Self=-certification may be made on a form similar to that
used by Pacific Bell for its ULTS. In the case of Edison and PGSE
(contingent upon agreement with DEO), the ratepayer would return a
form or call 2 number to indicate interest in the program.
Subsequently, a certification form would be sent to the ratepayer.
If the two-stage approach is adopted, the utility must record the
nunmber of reguests for applications received and the number of
completed certifications received. The reasonableness of these
two-stage processes will e reviewed during the program update
proceeding. .
If a program participant wrongly declares his or her
eligibility or fails to notify the utility when he or she no longer
meets the eligibility requirements, the utility may render
corrective billings in accordance with CPUC-approved tarxiffs.

The utilities have proposed administrative budgets
consisting of these elements: general administration,
certification and recertification, verification, outreach, billing
and billing changes. The first year administrative costs range
from an estimate of $45.00 per participating eligible ratepayer
(PP&L) to $4.00 per eligible ratepayer (SDG&E). The other
utilities estimated costs in the $7.00 to $19.00 range. Because of
this wide disparity we will direct our CACD staff to convene
workshops to examine these differences and the reasons for them,
and to attempt to reach censensus on an appropriate range of
administrative costs among respondent utilities.

Program administrative costs must be allocated between
the gas and electric revenues .0f the two combined utilities, PG&E
and SDG&E. PG&E proposes to allocate these costs based on the
relative percentage of the gas and electric program payments.

SDG&E would allocate administrative expenses on the basis of their
relative retail revenues. DRA supports PG&E’s position on the
theory that the administrative cost burden should be matched to the
benefits of the rate discount. This is not persuasive, because
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under this subsidy program, the ratepayers who benefit are not
required to assume the burden of program costs (except in Tier 2
rates). Program costs have been defined to include direct benefits
and administrative costs. For policy reasons, certain classes of
gas and electric transactions are to be exenpt from bearing program
¢costs. Also, this program should net be unduly complex to
administer. In order to be consistent, administrative costs should
be allocated between gas and electric operations in the same
proportion as gas and eleetric program discounts.

D. Cost Recovery

Program discounts for low-income residential ratepayers
and the administrative costs of the program comprise the costs of
the program. All program benefits and administrative costs shall
be recovered in rates. Since the utilities are not to be at risk
for recovery of program costs, those costs will .be recovered
through a balancing account. The program balancing account will be
an interest-bearing account. The interest rate and procedures for
calculating interest will conform to existing balancing accounts
covering base rate revenues.

Each utility should establish a low-income assistance
balancing account to book actual program expenses incurred and
actual revenues received through the program. The balance in the
account should be trued up on an annual basis in the ECAC or GRC
proceeding for electric sales and in the ACAP proceeding for gas
sales. Coincident with each utility’s general ratc case cycle, the
utility should propose to include the cost of adninistering the
program in its administrative and general expense.

A new balancing account was recommended as the best means
of revenue recovery. Only Edison, among all the parties,
recommended using the ERAM account. It suggested that
administrative costs be treated as negative revenue and charged
directly to ERAM. The direct cost of the rate discount could also
be recovered in ERAM as an undercellection ¢f base rate revenue.
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Edison claims that this would allow program costs to be spread on
an ecqual cents per-kWh basis to all custemers on tariffed rates
through the ERABF.

We do not adopt Edison’s ERAM proposal because Edison did
not demonstrate that the residential class would not be unduly
burdened by its proposal. Thus, Edison will establish a new
program balancing account, as well.

E. Monitoxing

TURN suggested that a2 committee of utility and consumer
representatives be established to moniter the program. DRA
responded that a workshop to define the responsibilities of such a
committee should be convened. We agree that the program must be
monitored, but we believe that the CACD is equal to the task.
However, given the unprecedented nature of the program, the parties
should meet informally with CACD to discuss what should be
monitored. The Commission’s goals are to ensure that
administrative costs are reasonable, that ratepayer outreach
programs be as effective as possible, that the utilities’ employees
are well prepared to explain the program discount to ratepayers and
otherwise implement the program, and that the application and
verification processes operate as smoothly as possible. As more
particularly noted in the ordering paragraphs which follow, the
CACD will moniter the appropriate indicators of success and should
recommend any improvements it believes are necessary in the form of
an annual report to the Commission no later than September 1, 1990.

In order to gauge the success of the first year’s
implementation and make necessary adjustments for subsequent
heating seasons, the utilities should file reports with the
Commission, as suggested by Edison. Each respondent utility should
provide the following information, current through April 30, 1990,
in the form of a report to the Commission ne later than July 1,
1990:

| Number of participating low-income ratepayers.
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Updated estimate of eligible ratepayers.

Average Tier 1 and Tier 2 usage (recorded) by
baseline territory.

Participants’/ Tier 1 and Tier 2 consumption by
baseline territory.

Average bill (recorded) by baseline zone.

Average bill of participants, by Baseline
territory.

Average monthly program benefit, by baseline
territory.

Analysis of the most cost-effective outreach
and custemer education methods.

Discussion of how the utility is assured that
minority and non-English speaking ratepayers
are appreopriately represented in the
participant class.

Breakdown of administrative'cqsts.by these
categories: outreach, certificatien,
verification, billing, and general.

Compilation of the above information should

enable the utilities to identify low-income

ratepayers who have high energy use. This

would enable the utilities to better target

demand side management programs that are

intended to assist low=-income ratepayers.

The Commission will review the program in general in
three years. A fair picture of program success and shortfalls
should be available from the annual reports of the CACD and of the
utilities by that time. Cost trends should be apparent. The
Commission can reassess the program and make whatever changes are
necessary to bhalance the interests of ratepayers as they appear
three years from now.

F. Tariftfe '

In anticipation of the final decision in this proceeding,

authorizing a methodology to be used for determining the program
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rate, the utilities are authorized to file advice letters
establishing tariffs for low income customers. At this time,
absent a final decision on methodology, these tariffs will have
rates and charges equivalent to those currently existing for
residential customers. Once a final decision on a discount
methodology is made by the Commission, the utilities will be
authorized to modify the rates and charges in this tariff
consistent with the Commission’s final decision. Thus, utilities
will be able to enroll eligible customers for this program
immediately and have them on & low-income tariff in anticipation of
the Commission’s final decision on methodology.

>indings. of Fact

1. SB 987 (Stats. 1988, Ch. 212) amended PU Code § 739 %o
require the Commission to establish a program of assistance to low-
income electric and gas customers, the cost of which shall not be
born solely by any single class of customers.

2. No party proposed extending program benefits €0 non=-
permanent residents. If non-permanent residents qualified for the
program rate, they would receive the discount at their permanent
residence.

3. PG&E, Edison, SW Gas, and PP&L proposed a program rate
equal to 85% of the SAR which existed prior to November 1, 1988,
the date on which Tier 1 rates were increased pursuant to SB 987.

4. SoCal’s program rate would equal its Tier 1 rate minus
the difference between (a) the differential that existed between
the RAR and Tier 1 rate before realignment and (b) the differential
between the currently effective RAR and Tier 1 rate.

5. DRA’s program rate would equal the Tier 1 rate minus the
difference between the current Tier 1 rate (with customer charge)
and the rate that would have been in effect based on the pre-
realignment ratio of Tier 1 to RAR. DRA recommends a minimum
discount equal to 10% of the utility’s RAR for each utility’s
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program rate. DRA has alternatively suggested a 15% minimum
discount.

6. CP National would adeopt DRA’s program methodology,
subject to a 6% of RAR minimum and de facto maximum benefit.

7. TURN advocates a program rate consisting of a Tier 1 rate
discounted by the greater of (a) 10% to 15% of the average
residential bill or (b) 15% to 25% of SAR.

8. PG4E modified its program propeosal to recommend that one
of these three primary methods be used to calculate a program rate:
(a) 85% of SAR: (b) RAR with minimum 10%; or (¢) 15% of average
residential bill.

9. Low income program rates should be made available teo
submetered customers of master meter ratepayers. Low income
program rates will not be available to sub~nmetered ratepayers
because their encrgy bills are bundled with their rent and there ic
no way to enforce a pass through of the program discount to the
consumer.

10. The program rate creates an additional diversity benefit
for master meter customers. The diversity issue should be examined
the next time submetered rate design is reviewed, but no later than
each utility’s next general rate case.

11. Eligibility criteria should be set at the level adopted
for the Commission’s ULTS for several reasons. The ULTS criterion
provides a relatively well=defined base of ratepayers previously
determined to be in need of rate assistance. Public familiarity
with the ULTS program will assist ratepayers to determine their own
eligibility and encourage ratepayers to promptly apply for the
program benefit.

12. Eligibility for PP&L’s program rate should be limited to
households at or below 130% of federal poverty level because the
average household income within PP&L’s sexvice territory is
significantly below that of the state of California)‘and 130% would
yield an eligibility rate roughly commensurate with that of the
other utilities under the ULTS criterion.
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13. Utilities should notify ratepayers of their program by a
bill notice which has been approved by the Commission’s Public
Advisor, commencing with billings issued August 20, 1989, or as
soon thereafter as reasonably practical, but in no event later than
September 19, 1989. Customers shall be notified again subsequent
to the issuance of the Commission’s final ordex, as specified in
that order.

14. The ratepayer should be able to apply for the program
rate and self-certify eligibility by returning a form with the
usual monthly payment to the utility (except in the case of PG&E
and Edison), or by such other means of application as the utility
may develop in its outreach programs. Other means of applying for
the program rate may include, but not be limited to, walk-in
applications, applications forwarded by community service
organizations, and self-mailed applications.

15. PG&E may employ the services of DEQ to validate the
applicant’s documentation of income level and Edison may require
the ratepayer to complete a separate application and declaration of
eligibility so long as this process does not interfere with the
Commission’s goal.

16. The PG&E or Edicson ratepayer should receive an
application form within 10 days of having indicated interest in the
program to the utility. DEO should process applications so that a
low=-income applicant will be placed on a low-income rate schedule
within one billing cycle from date of application.

17. PG&E’s continued use of DEO should be subject teo review
to demonstrate the benefits of using DECO (higher participation rate
than other utilities, lower incidence of fraud) and the
reasonableness ¢of the processing delay and expense of income
validation by a third party. Edison’s use of a two-stage
application process is subject to analogous review.

18. The program should be provided pursuant to a tarif?,
whose format and contents will be approved by CACD in accordance
with Ordering Paragraph 1. | |
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19. Each utility should also prepare an application form as
part of its filed tariffs to be reviewed by CACD. CACD should
review application forms and procedures to assure that forms are
easily comprehensible to low-income ratepayers, and that procedures
facilitate participation by eligible low=-income ratepayers.

20. The reasonableness of administrative expenditures should
be reviewed annually beginning with the 1990 hecating season. The
results will be used to generate a forecast of administrative cost
to be included in the surcharge.

21l. The program should be monitored by the CACD. The CACD
should monitor certain items, detailed in the decision, which are
likely to indicate the success of the program and should recommend
any inprovements it believes are necessary in the form of an annual
report to the Commission no later than September 1, 1990.

22. In order to gauge the success of the first year’s
implementation and make necessary adjustments for subsequent
heating seasons, each respondent utility should provide certain
information, current through April 30, 1990, in the form of a
report to the Commission no later than July 1, 19%0.

23. The Commission should review the program in general
within three years of issuance of its final decision, and then make
changes to the program as needed to balance the interests of
ratepayers as they appear three years from now. In its order
initiating this review, the Commission may solicit the comments of
respondent utilities.

24. Program participants will be required to recertify their
eligibility every three years, and utilities may verify customer
eligibility either randomly oxr where there is reason to believe
that a false declaration has been made. This verification may
occur more often than every three years. Qualifying submetered
tenants of mascter metered customers will be required to annually
reestablish eligibility, since submetered tenants are not customers
of the utility and it would be unaware of their relocation or other
changes in circumstances.
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25. Therc is a wide disparity in the adninistrative cost per
eligible participant estimatesz of the respondent utilities in this
proceeding, and further examination of the reasons for this
disparity is required, consistent with the provisions of this
order.

1. Except for PP&L, it is reasonable to use ULTS eligibility
criteria to define the class of low~income ratepayers eligible for
the program.

2. Self-certification is the most reasonable approach to
determining ratepayer eligibility.

3. The utilities should not be at risk for recovery of
program benefits and for the reasonable amount of program
administrative costs.

INTERIM_ORDER

IT IS ORDERED that:

1. On August 29, 1989, the respondent utilities shall file a
tariff by advice letter to provide a Low~Income program, c¢ontaining
eligibility, application, and certification information consistent
with the preceding discussion and relevant findings. This tariff
shall be in preparation for the final decision in this proceeding
and will enable utilities to enroll customers in this program in
advance of a final decision. The tariff shall contain conditions

of service as provided by this order. The tariff filing shall be
effective September 1, 1989. In order to ensure that respondent
utilities’ tariff filings and the advice letters mandated in this
order (xelative to the program balancing account and low-income
tariff) contain substantially uniform formats and conditions of
service, the respondent utilities shall attend a workshop, to be
convened and chaired by the Commission Advisory and Compliance
Division (CACD) on August 14, 1989, at a time and place to be
announced by CACD. CACD shall be the final arbiter of any workshop
dispute relative to the requisite tariff uniformity.

- 45 -
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2. CACD shall convene a workshop to examine the differences
and the reasons for such differences in administrative costs among
the respondent utilities and attempt to reach consensus on what the
appropriate level of administrative costs is, including the
question of how substantial deviations from that level are to be
justifiecd. At the conclusion of thic examination, but no later
than September 1, 1989, CACD shall make appropriate recommendations
to the Commission.

3. The respondent utilities shall notify their residential
ratepayers of the program by bill notice for at least one billing
cycle, beginning no later than August 20, 1989 or as soon
thereafter as reasonably practicable, but in no event later than
September 19, 1989. A notice shall be reissued during the billing
cycle beginning on December 1, 1989, and two months before each
electric and combined utility’s peak summer month. Bill notices
for subsequent years will be scheduled in the program revision
proceedings.

a. With the exception of Pacific Power & Light
Company, the notice must state, 7If your
household qualifies for Universal Lifeline
Telephone Service, you may also qualify for
a discount on your energy under (utility’s
name) low income ratepayer assistance
program.”

The notice shall include a form which could
be returned with bill payment to apply for
the program or, in the case of Pacific Gas
and Electric Company (PG&E) and Southern
California Edison Company (Edison), to
request an application form.

The notice shall detail eligibility,
application, and certification requirements
as specified in this oxder.

The notice shall provide a telephone number
where questions about the program will be
answered by knowledgeable pecple-
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The notice shall be subject to the prior
approval of the Commission’s Public
Advisor.

4. The utilities which employ self=-certification should
regquire no more than one pilling cycle from receipt of a
ratepayer’s reguest for the program service to place the customer
on the program schedule.

5. PG&E is authorized to process applications through the
Department of Economic Opportunity so- long as the utility can place
the applicant on the program schedule within one killing cyecle from
the date of the application.

6. PG&E and Edison’s two-step process, which requires the
ratepayer to first request an application, and then submit it to
the utility, shall be subject to review in the program update
proceeding. It will be determined whether the delay caused by the
two-step process was substantial, how ratepayer participation rates
and benefits per month were affected, and whether any net savings
resulted from the two-step process.

7. Each respondent utility shall file Ry advice letter a
tariff to establish a program balancing account to acerue program
costs as authorized by this order. The program balancing account
shall be an interest-~bearing account, in accordance with the
preceding discussion.

8. The CACD will monitor the program. CACD shall prepare an
annual report on the status of the program consistent with this
order. The report will be submitted no later than September 1 of
each year as a formal filing in this proceeding. |
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9. Each of the respondent utilities shall compile
information concerning the program consistent with this decision
and as required by CACD and submit it no later than July 1 of each
year in the form of an annual report to the Commission and as
testimony in the program update proceeding.

This order is effective today.
Dated July 19, 1989, at San Francisco, California.

G. MITCHELL WILK
President
FREDERICK R. DUDA
STANLEY W. HULETT
JOHEN B. OHANIAN
Commissioners

commissioner Patricia M. Eckert,
being necessarily absent, did not
participate.
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A. Summaxy

This interim opinion c¢oncludes, in part, e Commission’s
procecding to comply with the requirements of Senafe Bill (SB) 927,
which amended Public Utilities (PU) Code § 739. Code § 739
mandates that a baseline quantity of energy be priced below the
price of other residential energy consumption./ The origin and
evolution of the energy bascline program was/summarized in interim
opinion Decision (D.) 88-10-062. The Commifsion had realigned the
rates applicable to baseline volumes, the /Tier 1 rate,” and the
rates applicable to volumes in excess of/the baseline quantity, the
"Tier 2 rate,” of the energy utilities Aast year. This was done in
order to recduce rates charged £or usage over baseline guantities by
the statutory deadline of November 1/ 1988.l By this order, the
Commission further complies with SB/ 987 by setting eligibility and
othexr non-rate related parameterd of a program of assistance to
low-income clectric and gas custgmers. This program is in addition
to direct assistance prograns sich as REACH and SAFE. Those
programs address serious low~ihcome ratepayer needs, and utilities
are encouraged to continue dﬂéect-gssistance programs.

1 Realignment was ¢grdered in D.g£8-09-027 (Stipulation re: ratec
of Southern California Edison (Edisgon) approved) and D.83-~10-062
(Realignment of Rates Ordered for Pacific Gas and Electric cCompany
(PG&E) , Pacifif Power and Light Company (PP&L), Sierra Pacific
Power Company/ (Sierra Pacific), CP National, Southern California
Gas Company ASoCal), San Diego Gas & Electric (SDG&E), and
Southwest GAs Company) (SW Gas). The rates of Southorn California
Water Compiany (Bear Valley Electric) were addressed in that

company’s general rate case.
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In its final decision to be issued shortly in thi
docket, the Commission will csctablish the appropriate low Ancome
discount and specify related implementation details.
B. Rrecodwral Histoxy

A prechearing conference in thiz phase of the OII was held
on December 28, 1988 during which dates for the z¢
testimony and for evidentiary hearings were set. /Parties were
directed to exchange summaries of their concept Af a low-inconme
assistance program. They were encouraged to aftend an informal
workshop chaired by the Commission Advisory and Compliance Divicion
(CACD) on January 27, 1989 to discuss their Adeas. Subscquently,
the Assigned Commissioner issued a ruling gutlining the issues and
suggesting a rate discount as the means fOr assistance. In that
February 9, 1929 ruling, the parties weye required to proposc a
rate discount or differential as a mindmum, to project the amount
of continuing rate assistance, to allocate ¢ozts of the program on
all but certain specified sales, and to eztimate the potential
number of participants. The resulfant cozts to non~participants
under various eligibility criterija and assuming as a maximum
benefit the differential betweep pre=-existing Tier 1 and the
residential rate at full realifnment (i.c. no difference between
Tier 1 and Tier 2 rates except for customer charge) were to be
estimated. While the ruling stressed the nced for consistency with
the Commission’s enexgy cofiservation geoals, the amendment of any
commission=-approved demagd side management program or other non-
rate type of customer assistance program was excluded from this
proceecding.

Testimony was sexved by the respondent utilities on
February 22, 1929, Ky the Commission’s Division of Ratepayer
Advocates (DRA) oxf March 15, and by interested parties on March 21.
Réview of the tegtimony showed that additional information was
needed to accuyhtely determine the rate effects of any low-income
assistance prggram. On April 10, the assigned administrative law
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Judge (ALJ) isszued a2 data request which required substantial

San Francisco. Of the respondent utilities, PGSE,
Edison, SW Gas, CP National, and PP&L presented tes

c. &= -

The ALT’s Proposed Decision was pailed to the parties on
June 23, 1989. As noted in the ALJ’s Ruling of June 12, 1989, the
partics stipulated to a shortening of the 30-day Section 311 review
period, provided they werc allowed 20/dayz within which to file
comments on the Proposed Decision. rsuant te Rule 77.1 ¢t seg.
of the Commission’s Rules of Practfhce and Procedure, the following
partics filed written comments: PGLE, Edison, SDG&E, Solal, PPLL,
CP National, Southwest Gas, , the City of Long Beach, TURN, and
DRA. ,

We have carcfully/considered these comments, and have
corrected certain technic errors, as more fully reflected in
this decision. There are/some minor typographical and editorial
changes (including in séme cases clarifications of parties”/
positions) throughout/the text, which will be obvious to those
familiaxr with the isbues raized in the written comments. However,
many of the commenys contained extensive reargument of the parties
positions, and irp/ accordance with Rule 77.3, we have accorded such
comments no weight.

The Mmore significant revisions are summarized below.
Although the/ALY’s Proposed Decision contained a discussion of the
discount rate and other implementation details, anéd several
parties’ gomments addressed these aspects of the Proposed Decision,
we refleet in this Interim Opinion only to those revisions which
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relate to eligibility criteria, administration (outreach an
application/cetification), monitoring, and issues relative to
master-metered ratepayers and submetered cuztomers.

In response to several parties’ comments w¢/have deleted
certain dicta appearing at page 33 of the ALY’s Proposed Decision
regarding “an unwarranted diversity windfall.”

In response to WMA’s concerns, we hayd clarified that the
submetered customer applying for program benefits is to have direct
contact with the utility during the applicafion process, rather
than relying on the landlord as a conduit/ In response to
concerns raiced by SDG&E, we specify thaft qualifying submetered
tenants of master metered customers mugt reestablish their
eligibility for program benefits eveyy yvear, since they are not
customers of the utility, and the lAtter will not be aware of
tenant relocations. The ALY/s regommended three-year re-
certification for all other custbmers is retained.

In response to SDG&E/s comments, we also clarify that a
customer applying for program/benefits may be regquired to
acknowledge that the utility may verify customer eligibility either
randomly or where there is/reason to believe that a false
declaration has been mady. The application form may state that the
utility may request the/customer to providclprooz of eligibility.

In cesponse £o SDG&E’s comments we have modified a
Finding of Fact to discuss alternative methods of applying for
program benefits. '

In responise to the comments of PG&E and SDGS&E, the order
provides that biYl notice of the program shall commence with
billings issued/August 20, 1989 or ag soon thereafter as reasonably
practicable, but in no event later than September 19, 1989. We
have modified Ordering Paragraph 3 accordingly..

' response to SDG&E’s Comments, we have clarified that
the progr m balanc;ng account will accrue 1nterest, conszstent with
existing/Ccommission procedures for balancing‘account
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Ordering Paragraph 1 iz revised to rcquxrc low

' respondent Eg&&gmtes to file sample program tar;ffa by advxce
lette: on August 29, 1989. CACD 1s.d1rected €0 ¢bnvene and chair
a workuhop on August 14, 1989, to facilitate the filing of tariffs
which contain substantially uniform formats and conditions of
service. In addition, CACD shall convene worishops to examine the
differences and the reasons for such diffeyénees in administrative
costs among the respondent utilities and Attempt to reach consensus
on what the appropriate level of adminigtrative costs iz, including
the question of how substantial deviathions from that level are to
be justified. At the conclusion of Yhis examination, but no later
than Septembexr 1, 1989, CACD shall /make appropriate recommendations
to the Commission (Ordering Paragfaph 2).

In response to severa) parxties’ comments, the reporting
due date mandated in this oxdef is extended to July 1 of each year,
and CACD’s annual report duc Mate is extended from June 30 o
September 1 of each year.

IX.

The parties fought to interpret SB 987 in order to
rationalize a progray of assistance to low-income encrgy
ratepayers. The faft that the mandate to establish a program of
assistance and theo/ elimination of the baseline differential?
arose concurrent)y suggested to the parties that the program should

2 Formexy/ § 739 subsection (¢) had required:

#The Paseline rates shall apply to the first or lowest block of
an Increasing bhleck rate structure which shall be the baseline
quintity and shall be established foxr the residential
co sumptzon of gas or electricity at a gifferential of fLxom
o% Lo/ -, _-w he stem average xrate.” (Emphasis added.)
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exactly mitigate the increase in Tier 1 rates experienced Ly low-
income ratepayers. Other than the fact that these two
modifications to PU Code § 739 were made by the same
no reason was advanced for limiting program benefits/to the amount
by which Tiecr 1 rates have increased.

The major elements of a program of assjfStance were
identificd in the parties’ testimony as follows/

1. Sizec of discount to Tier 1 rateg.

2. Maximum benefit or program co

3.

4.

5.

6. Administrative costs.

7. Recovery of program

program Tier 1 ra¥es at their former statutory relation to SAR.
Tier 2 rates for/low-income ratepayers would be the same as for
other residentirl ratepayers. '

3 1Tre gas SAR consists of the sum of the utility’s system
average procurement rate and the system average transport rate.

-7 -
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Tier 2 rates permitted by SB 987.

rate proposal in recognition that three primary meth

computing the program benefit had been introduced ifi the record.
Those inc¢lude PG&E’s own 85% of SAR methodology, ¢ DRA’=
residential average rate- (RAR) based method, anfl the ALI’s 10% or
15% dizcount of average bill method. PGLE recgmmends that the
Commission adopt onc of the three methods foy/ discounting Tier 1
rates.

Increases in the Tier 1 rate as @ percentage of SAR
appear to be inevitable as a result of rfalignment. Therefore, the
maximum benefit under PG&E’s methodologly would be equal to the
difference between the average resideftial rate (which would ecual
the Tiexr 1 rate at the full realignyent) and the former Tier 1 rate
(the rate in existence before rea gnmént November 1, 1928). PG&E

recommends the Commission assess/the low-income rate discount
annually in the Enexgy Cost Adifdstment Clause (ECAC) and Annual
Cost Adjustment Proceeding (AQAP) proceedings, rather than define
maximum benefit levels at this time. It points out that PG&E’s and
the DRA‘s rate proposals ard linked to baseline reform (i.e., the
subsidy grows as the Tier A/Tier 2 rate differential shrinks) while
a 15% discount off the ayerage bill is not directly affected by
rate realignment.

PG&E propeseft that the definition of “low-income” include
ratepayers whose incgme does not excced 150% of the federal poverty
level. This definifion is acceptable to PG&E SO long as
verification of el gibility is handled through the DEC using the
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 Home Encrgy Asaxstance Program (HEAP) crxterla.4
- Under the’ propoeed arranqement, DEO would notxzy
reczpzentc of state-administered publzc bencfzt programs
in PGLE’s service territory of PG&E’S low-income rate digeount.
Existing applicationsv:or the annual HEAP grant would Me modificd
to ask the applicants if they wish to be on a low-ingome rate.

PG&E claims that some verification of eljfibility is
nceded to avoid fraud. DEO would substantiate hglschold income
level by reviewing the documents supplicd by an/applicant for HEAP.
The incremental cost to PGE&E of verifying the fligibility of a
ratepayer who indicates interest in the low=Ancome discount on the
application for HEAP assistance would be 2zg 0. DEO would charge
PC&E $1.00 per application to verify the Lligibility of someone who
had not applied for the HEAP program, sibject to adjustment as the
ratio of EHEAP/program applicants to HyAP-eligible ratepayers
changes. PGS&E maintains that coftification of cligibility
should be déne at the start of the/program, rather than after a
fraud problem has arisen. The rofison is the costs of recovering
the discount received by ineligfble ratepayers would be so
excessive that they could not be justifiecd. As a result the
inflated costs of the prograp would never be recovered.

PG&E estimates that about 40% of eligible ratepayers
would participate in the frogram during its first year of

4 DEO’s HEAP program provides yearly direct assistance checks to
help low~income cugtomers pay their utxlxty bills Ratepayers
gqualify either by/virtue of being eligible for publzc benefits (Aid
to Families with/Dependent Children (AFDC), Supplemental Security
Income/State Supplemental Payment (SSI/SSP), Veterans’ and
Survivors Pensfon Benefits, or Food Stamps), or by otherwise
demonstrating/a total household income of ne more than 110% of the
federal poveyty level. DEO would use the state of California‘s
Medical Eljgibility Data System” (MEDS) to verify whether a
ratepayer ¢r someone in the ratepayer’ 5~household is a recipient of
any of the above-lxsted benefits.
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" operation. One-half of these ratepayers would have requggted the
' rate discount when they applied for the HEAP program. Jhe other
one-half would be beneficiaries of the utility’s diil :
weatherization programs and PGSE’S own outreach effdrts. This
participation rate is expected to grow over time./

Based on an assumed participation ratf of 40% and
eligibility set at 150% of poverty level, PGS&Y estimates
administrative costs of $4,028,38L1 and 284,762 participints during
the first year. This works out to about $44.15 per cligible low-
income ratepayer. .

Costs of the low-income progyam would be collected
through a surcharge on all energy salls except for sales under the
program rate, sales made pursuant special contracts which
provide a specific price per unit/fof energy, and gas throughput to
utility clectric generation (UVEG), cogencration, and wholesale
customers. ' With regard to~spé lal contracts for electricity sales,
PG&E would exempt all sales yith a specific price term that is not
indexcd to the otherwise applicable tariff rate. As for special
contracts for gas sales, &E would exempt only thosze specific-
price volumes that are nft included in the next ACAP’S revenue
allocation calculation/ The only such volumes are sales to
enhanced oil recovery/(EOR) customers. .
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B. Contra Costa County

Contra Costa County (County) urges the Commissi
assist low-income time-of-use (TOU) residential ratepay
¢ither authorizing a percentage discount on their billor
elimination of the monthly meter charge. The County/s
recommendation was limited to PG&E, its serving utility. The
County refers to the Commission’s suggestion thay PG&E examine the
possibility of offering ”fully paid up” TOU mepers to low-income
customers at no additional cost in PG&E’s 1986 reasonableness
review. (D.89-01-012, mimeo., p. 26.)

Under PG&E’s main residential ejectric schedule, E~1, and
its residential TOU schedule, E-7, 2 rathpayer is indifferent to
the choice of schedule when 20% of eleftric consumption occurs
during the on-peak period. Thus, a gustomer would realize lower
electric bills under TOU rates thar/under the main recidential
schedule if on-peak usage were degreased from 20%. Assuming
consumption of 750 kWh/month ang/only 5% of usage occurred on-peak,
a customer would save $23.72 opf the TOU schedule. The County
believes that monthly bencfitd to low-income customers in oxcesz of
the program cost of $4.40 pdfr ratepayer can be attained under its
proposal. The County claifis that a low=income TOU rate would
leverage ratepayer funds/by maximizing the potential savings for
low=income customers, 3hd would alleow low~income customers benefit
fzom TOU rates while yeducing the risk of higher bills.

t/of its proposal, the County introduced the
results of a 2-yeay Senior Citizen TOU Demonstration Program it had
conducted with PGLE. The 92 program participants fell largely
within the definition of “low income,” as about 70% of the seniors
had yearly incgdmes between $5,000 and $15,000 per year. Over 80%
of the partigipants used less than 700 kWh and over 40% used less
than 400 -per month. By the end of the program, about 85% of
the partigipants had altered their consump;ion“patterns'to-consume
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less than 20% on peak. This demonstrates that even low-usage
customers can benefit from TOU rates, according to the County.

The County stressed that the success of such a program is
contingent upon intensive customer education. It suggests that the
utilities could market the low=-income discount and the low-incoxe
TOU rate simultaneously. No budget for a TOU cducation program was
included in the County’s proposal.

C. southcorm California Gag Company

Like the other major cnergy utilitics, SoCal froposed a
monthly bill subsidy designed to ensure that no low~jficome customer
would be adversely affected by the flattening of thé residential
rate structure authorized by SB 987.° The per thérm subcidy
would increase with additienal flattening of tH€ residential rate
structure. During 1939, the discount would 3.262 cents per
therm plus any additional reduction in the differential authorized
in the ACAP. Aszssuming full Tier 1 use, t¥e monthly benefit would
total $1.32 per month. The maximum posgible per therm subsidy that
would be provided under the propesal, when SoCal achieves a flat
residential rate structure, iz 12.6 vcents.G Bazed on the
current flattening of SoCal’s residential rate structurxe and
current rates, the maximum subsidy (i.e. assuming full usage of a
customers Tier 1 alleowance) to/low-income customers in Climate Zone
1 would be $2.02/month during/the winter and $0.62/month in the
summer. SoCal estimates thAt if 25% of eligible customers

5 SeCal calculatey a subsidy amount ccqual to the difference
between the differegtial that existed between the RAR and baseline
(Tier 1) rate on Ogtober 31, 1982 and the differential between the
currently effectiy¥e RAR and Tier 1 rate.

6 SoCal corxhetly defines 2 flat residential rate structure as
one wherein thé difference between the Tier 1 rate and the average
residential yate is entirely explained by the fact that residential
customer chatge revenues are ¢redited against the revenues to be
collected from the baseline rate. :
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participate, under its subsidy proposal,'bill subsidies would total
$3.9 million per year. Assuming full participation and a flat
residential rate structure, total supsidics would be capped at a
level of $65 millien annually. Maximum benefits under SoCal’‘s
proposal would be eguivalent to an average 15% reduction in fhe
‘bills of participating customers given the assumptions ungérlying
SoCal’s 1989 ACAP filing, according to SoCal.

SeCal’s per therm discount would not be affédcted by
changes in the customer’s bill due to factors othep/than a
reduction in the differential ketween the Tier 1 Late and the
average residential rate that existed prior to baszeline reform.
That iz, increases in the Tier 1 rate due to An increase in the
average residential rate or an incrcase infhe average bill because
of a decrease in allocated baseline quanfAty would not be
compensated for by SoCal’s discount to fLhe Tier 1 rate.

SoCal proposcs an c¢ligibilify level of 150% of federal
poverty level. This iz the level ugkd for some other SoCal low~=
income programs. About 25%, or ong million, of SoCal’s residential
ratepayers would be eligible. ¢ proposed ¢ualification level
was sclected to provide a largg/customer base. This would tend to
minimize administrative costs/per participant. Also, the customer
datz base compiled for existAng programs could be used, thus
reducing the cost for outxgach.

Ratopayers would apply for the subsidy by returning a
form on which they have fSertified that they meet the income
criteria. Random checks to verify eligibility would be performed
by the Commission. certification would be required whenever a
customer moves. al recertification of customers on master
- metered and submetdred rates would be required. SoCal estimates
the cost of eligifility certification to be $4.00 per customer and
$45.00 to $60.0 per customer for income verification. Such costs
do not justify fincome verification for each applicant, according te
SoCal. | ‘ ' '
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The administrative budget for this program was
to be approximately $1.65 million. This does not incluyde the cost
of verification. By c¢ontrast, the administrative co
Commission-authorized demand side management prografis for 1989 are
projected to be $13.5 million.

SoCal proposes to regover the costs this program
through a flat monthly surcharge on the accoynt of each non~
participating core customer. Currently, surcharge would range
from & cents to 40 cents per month, depending on low=-inceme
ratepayer participation. SoCal observesr/ that SB 987 prohibite the
Commission from imposing the cost of the program on only one class
of customers. It believes that progyams that exclusively benefit
residential customers should be funded exclusively by residential
customers. As a compromise, SoCa) proposes to levy the surcharge
on core customers. Funding of thle program by non=-core customers
would viclate cost-based rate gdesign principles, according to
SoCal. SeCal proposes that the Commiszion authorize it to
establish a balancing accoujft to reconcile expected differences in
the timing between program/ funding and cost incurrence.

D. SDGEE

Pursuant to D/828~10-062 (the interim opinion in this
procecding) SDG&E decrgased its Tier 2 electric rates, effective
November 1L, 1988, withh no corresponding increase to the Tier 1
rate. As oxdered by D.88~12-085, its Test Year 1989 General Rate
Case decision, SDCYE decreased non-baseline electric rates by 13%
and baseline ratef by 1%, thus achieving substantial realignment of
electric rates. JCurrently, SDGE&E’s electric Tier 1 rate is 94% of
its system averAge rate, whercas it was 85% prior to baseline
reform.

SDGAE proposes to establish a new Tier 1 rate for low-
income custgmers which will Xeep them economically indifferent to
rate realighment. SDC&E proposes that no electric program tariff
be authorized at this time since SDG&E’s current Tier 1 electric
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rates are 1% lower than the Tier 1 xates in effect prior %o
baseline reform. x

SDG&E would implement a rate discount for electri
baseline rates at such time as baseline electric rates ingfeasc
above those in effect before November 1, 1988. SDG&E wodld
establish a “benchmark baseline rate” to assure that 1.
customers are indifferent to rate realignment.
higher of eithexr the Tier 1 rate in cffect before
or a Tier 1 rate set at 85% of system average. I} the case ¢of gas
rates, the benchmark would consist of a Tier 1 yate set at 85% of
SAR with the TURN baseline allowance adjustmenft applied. The
monthly gas program benefit, based on projeched average Tier 1
usage, would total $4.12.

SDG&E would define as “low-incghme” ratepayexrs whose
income does not exceecd 130% of the fedefal poverty guidelines. It
cites the HEAP program’s reliance on #£ligibility for AFDC, 5SI/S5P,
Food Stamps, or in the alternative, /annual houschold income no more
than 130% of federally establsched foverty guidelines in support of
its position. In oxder to limit/the cozt of this program, SDGLE
propozes a ceiling funding leved bhased on the maximum amount of
rate recalignment possible undgr current rates and the current
cstimate of ¢ualifying low=ificome customers. This would amount to
53 cents per month, based typical residential consumption.

SDG&E has no empirical evidence of the tolerance of non-participant
ratepayers for program ¢osts.

The ceiling jyncludes the rate subsidy, related
administrative expensgs, and existing authorized low=-income
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programs.7 Adnministrative expenses for the low-income rate
assistance program are projected at $230,300. To accommodate
future changes to general rate levels, this celling would b
implemented as a percent of retail revenues. This amounts” to .7%
of retail electric revenues and 1.7% of gas retail revodues,
excluding non-core customers. This is based on qualjfying criteria
set at 130% of federal poverty guidelines, and wou)¥d amount to
155,000 clectric customers and 100,000 gas custopers.

SDG&E proposes that its rate subsidy/program be funded by
all customers covered by balancing accounts./ That would include
all electric customers under the Electric Fevenue Adjustment
Mechanism (ERAM) balancing account and a)yl core gas customers.
SDGSE proposes that non-core gas custoplrs be excluded. Non-~core
sales represent 60% of gas department/sales. Within the non-core
class 95% of the sales are for UVEG And cogeneration. SDG&E would
also cxclude special contract salgs under contracts which provide a
specific price per unit of cenergf. Finally, bazeline sales to low~
income customers would be exclyded. SDGELE proposes o allocate the
subsidy pursuant to the Equal/ Percentage of Marginal Cost (EPMC)
method for clectric program/costs, and on a cent per therm basis
for gas program costs.

A balancing acfount would be used to track adnministrative
and other program expenbSes. Cooxdination of the subsidy with
updates in utility safes forccasts, revenue reguirements, revenue
allocation, and rate/ design would best be accomplished if the costs

ificome programs authorized in SDG&E’s 1929 General
Rate Case inciude the Energy Education for Low Income (EELI) and
Special Needf at a total annual cost of $550,000. The
administratiyve expenses £or SDG&E’s Direct Wcatherlzatlon
Assistance / Low-Income Refrigerator Rebate, and EELI programs
totaled $541,319. The partzc;patlon levels in 1988 werc as
. follows: DWA. .4%, LIRR .06%. SDG&E’s 1989 go2l for EELI is 20,000
customerg, or roughly 2% of res;dentzal customers.




1.88-07-009 ALJY/ECL/vdl *

and benefits of this program were reviewed in the ECAC and
proceedings.
E. Southern Califoxnia Edison Co.

Southern California Edison (Edison) proposes
the Tier 1 rate paid by qualifying customers by the
to reduce the Tier 1 rate to 85% of SAR. The low-ipfcome houschold
whose monthly consumption is at or below the applifable baseline
allowance would receive a bhill equal that which Lt would have
received without the realignment of the Tier 1 /fTier 2 rates. If
the household exceeded the baseline allocatigh, the maximum
baseline rate discount would apply, plus thf already lower Tier 2
rate which has resulted frem baseline ref . Under Edison’s
proposal, full Tier 1 usage in its most populous baseline zone
would result in a $0.69 per month decrgase to 2 low~income
ratepayer’s pill.

Edison proposes to define/low-income houscholds as those
whose income is no greater than 130T of federal poverty guidelines.
This criterion was selected becayse it is used to establish
eligibility for the existing folleral/state funded Energy Crisis
Intexrvention Program and Edisgn Winter Energy Assistance Fund.
Edison estimates that about A6% of residential houscholds in itz
service territory will qua)ify for the program under its proposal.
At a 150% of federal povegty guideline level, about 25% or £50,000
housecholds would qualify; resulting in 2 revenue impact of about
$950,000 under Edison’fg methodology and administrative costs of
$1.75 million during Ahe first 12 months. Costs could grow to as
much as $57 million/as Edison moves toward full EPMC revenue
allocation and a lgwer haseline/non-basecline rate differential.
Edison proposes that sales to customers with competitive
altermatives he fexempted from bearing any cost of the low=income
subsidy prograpf. These include all those on self-generation
deferral ratet and other'special contracts.
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Edison believes that total program costs should be/capped
at .5% of its present rate revenues. In the event that thys linit
is reached, Edison would raise the low-income Tier 1 raty to a
level to keep the total subsidy from exceeding .5% of present rate
revenues. Based on 1989 estimated sales, the progray/ ceiling would
be $30.9 million.

Edison would notify all residential cusfomers of this
program annually via a bill insert describing tiis program.
Customers would establish their eligibility by returning a zigned
Application and Declaration (Application) fofm to Edison. No
annual renewal would be required. Customeys would be required to
notify Edison when they no longer meet eMigibility regquirements.
The Application would autheorize verifigtion by the utility at its
option and rebilling of accounts wherf the customer was found not
to be eligible. The utility would yerify on a random basis when
conditions indicate that such randbm checks are cost-effective.

In the short term, Edigon propoces to allow the
undercollection in basc rate rofenue to flow through and to charge
adnministrative costs as negatilve revenue to the ERAM. This would
recover the«subéidy from 21y customers subject to the Electric
Revenue Adjustment Billing/Factor (ERABF) on an equal-dents-pcr XWh
basis. This would contiplic at least until Edizon’s next general
rate casc proceeding.

F. PRacific Power angd Aidgh

Pacific Poyer & Light (PP&L) originally sought to be
exenmpted from the ¢ommission’s implementation of 2 low=income
assistance prograp. It now concurs that SB 987 mandates the
establishment of/an assistance program, but points out that the
bill has no dealline for compliance. PP&L requests that
implementatioy of a rate discount program of assistance be
postponed fof its customers. It recommends that the Commission
consider thhs issue in-PP&L’s.general‘rate case filing, which will
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be submitted in December 1989. Thusz, PP&L is proposing A monthly
benefit of $0.00 at this time. '

The grounds for postponement include the ipability of
PP&L’s customers to tolerate rate increases. This/has forced the
utility to forge approximately $6.8 million in apfiwal revenues as
part of ite Rate Stabilization Program, accordifig to PP&L’s
witness. PP&L claims that by foregoing this yate increase, it is
providing low-income ratepayers a subsidy approximately equal to
the difference between the current and profrcalignment Tier 1 rate.
PP&L will not raise rates although it haf expericenced about $5
million of unanticipated plant investmght that was not considered
in its 1986 general rate case. Moreover, the utility iz faced with
¢competition from alternate fuels.

PP&L is concerned that ffic Commission may apply uniform
assistance standards to all California jurisdictional utilities.
In particular, it would object"o the Commission’s use of the ULTS
criteria. PP&L described thef income characteristics of its
residential population. Usifé figures provided by PP&L’s witness,
it appears that the median £982 houschold income in PP&L’s service
territory was roughly $18,4/50. The statewide median household
income was $29,400. Apperimately 30% of PP&L’s Califormia
ratepayers may qualify for the program under an eligibility
criteria of 150% of federal poverty guideline. The utility fears
that any surcharge toffund a low-income assistance program will
have a significant afiverse impact on its customers.

PP&L’s prAmary recommendation is that the Commiczsion
should consider its Rate Stabilization Program as an assistance
program. If thig is not acceptable, then PP&L wishes the
Commission to agopt a program along its recommended lines, but to
postpone impleyentation of the program until after full
cénsiderationfof PP&L’s financial posture in its December 1989
general ratefcase (GRC).
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The low-income assistance program would provi
discount to Tior 1 rates equal to the difference betwedn PR&L/S
pre-realignment Tier 1 rate from PP&L’s current Tier/l1 rate. PP&L
had no specific recommendations on low~income eligibility criteria.
It believes that at least 50% of its eligible lo¥-income population
would sign up for the program and that higher-fhan-average
participation will be realized due to the acylive low-income
organizations in the service territory. PPAL proposes that DEO
certify eligibility. It estimates that adout $50,000 of its
$200,000 administrative costs would ke dsed for certification &
verification of eligibility.

PP&L has no fuel cost adjystment mechanism, and has
requested the Commission to climindte its ERAM mechanism. It seeks
authorization to establish a defgrred debit account system that
would track program costs. Tho company’s surcharge amounts and
subsidy payments would be updited with each year’s attrition filing
and its general rate case filings. DRA accepts the company’s
proposal for handling annufdl updates in its attrition filing and
recommends review of the Acasonableness of administrative expenses
in each GRC.

G. CR Nationa),

CP National/ would utilize DRA’z propesal to implement a
low-income assistange program with one exception. Instead of a 10%
of RAR minimum disfdount for CP National, the utility recommends a
minimam benefit ivalent to 6% of RAR discounted off baseline.
This would result in a $1.81 per month benefit. CP National
believes its ritepayer base, of which 62% iz residential usage
justifies thif difference. CP National states that application of
the 10% RAR Auinimum would result in 2 “significantly higher”
average surfharge on non-participants than the surcharge on other
utilities/ non—particibant ratepayers. .

‘ Based on its use of self-certification to determine the
eligibi ity of its telephone ratepayers for ULIS, CP National
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recommends either self-certification for program applicants or th
uge of social service agencies to screen applicants.

CP National’s primaxy proposal for recovexy of progrzm
costs would be to add thoze costs to the base cost amount of

National’s supply adjustment mechanism (SAM) balancing accgunt. It

with respect to this preogram.
case, CP National recommends use of its response to
request to calculate program costs. Those costs wodld be entered
in a balancing account, to be reviewed at the next general rate
case.

The residential tariff of CP Nationyl’s Needles District
retains a lifeline allewance pursuant to fopfier PU Code § 729.
Hence, there were no Tier 1 rates to adjust in D.88~10-~062. Since
$B 937 requires a program assistance to Yow-income energy
ratepayers, without exception, an approfriate program chould be
authorized for the Needles District.
H. Southwect CGag

Southwest Cas proposes zet Tier 1 ratezs at their pre-
realignment level. Currently auyhorized test year billing
determinants and primary residehtial class revenue regquirement
would be used to calculate a LIA (Low-Income Assistance) rate as
85% of SAR, as was done prigr to baseline reform. The program
rate would be recalculated/when class revenue requirements change.
The revenue shortfall wowld be booked into a separate, interest~
bearing account for futdre recovery. The balance would be
collected on a cents ptr~therm hasiz from all non-low-income sales,
excluding special coptract sales. The LIA Account balance would be
adjusted annually 2long with SW Gas’ CFA, PGA, and SAM accounts in
normal offset fildngs. Determination of eligibility should be done
by a local comm ity sé:vice agency, rather than the utility. The
commission might verify eligibility of high~volunme ratepayers. A
cap on the apbunt of subsidy to 0.25%-0.5% of total revenue is
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advocated. Although SW Gas wisghes to extend LIA program benefdts
to residents of master meter mobilehome parks, it cannot gquafantec
that a landlord will pass the discount through. It oppos
providing program bencfits to non-permanent residents.
I. Westorm MobiloHome Association

Western Mobilchome Association (WMA) suppoyts the concept
of a program of assistance te low-income ratepayery. WMA estimated
that on a statewide basis, about 19% of all mobi home houscholds
have annual incomes at 125% or less of the fedefal poverty level.

WMA will recommend that 2all owners gf submetered parks
cooperate with the utilities’ outreach effopts and will help
explain the program’s revised billing requirements to park owners
and to companies that provide submeter bIlling services. However,
WMA is oppecsed to any requirement that/park owners be responsible
for soliciting, qualifying, or certiffing recidents for the
program.
J. Divigion of Ratoepavex Advocates

The Commission’s Divigion of Ratepayer Advocates (DRA)
recommends that the program coiisist of a rate discount based on the
relationship of the baseline/rate to the RAR prior to the rate
realignment, with a minium fenefit of 10% of RAR and no cap on
program costs.

DRA recommendy the use of RAR over SAR in order to aveid
any impact on the leved of subsidy resulting from changes in a
company’s customer bse or cost structure that do not otherwise
have any cffect on Lhe alignment of residential rates. DRA
proposes to discodnt the difference between the current Tier 1 rate
(with customer oharge) and the rate that would have been in effect
based on the pfe~realigmment ratio of Tier 1 to RAR off the
part;cmpatmn customers’ baseline rate.

" Mcording to DRA, 2 minimum discount of 10% of RAR is

neces sary © make the program worthwhmle admxnmstratmvely-and to
. encouragg participation at the outset of the program. The DRA has
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alternatively suggested a 15% minimum discount in the event the
commission believes that a higher level of minimun benefits is
approprxate. While DRA does not believe that the low=-income
program nmandated by SB 987 must be strictly linked to realignme
some connection between the rate discount and realignment is
necessary to ensure that low-income customexs are not worse/off
than they were prior to the realignment of rates pursuant/to SB

The maximum benefit level that automatically results
under DRA’s methodology with a complete flattening 4L rates would
be an acceptable cap on ratepdyer benefits. Howexer, the DRA
opposes a cap on program costs. The two most sdgnificant program
cost factors may well be participation rate a4d changes in the Tier
1/Tiexr 2 differential. Since those cannot fe predicted, a cap on
program costs has little validity, accorddng te DRA. It kelieves
that continwal reevaluation of the level of subsidy would
accomplish its goal of balancing the yeeds of low-income customers
against the cost imposed on other rtepayers.

DRA states that the program should be funded on a ¢ents
per unit of energy basis. It rgasons that a rate discount for low-
income customers which is fundéd by other ratepayers is a subsidy
program and a subsidy prograf is not by its nature cost~baced.
Consequently, it is difficdlt to attribute the costs of an equity
program to any single clyss of customers. Moreover, benefits from
this program arc not lifiited to the residential class. A bill
assistance program sufh as this would tend to reduce a utility
company’s uncollectibles, which benefits both the company and its
customers. Therefbre, DRA recommends allocation of program costs
to all gas custoder classes with the exception of UEG, cogen, ECR,
special contragts where a specific price has becn provided,
wholesale cusfomers, and low-income Tier 1 sales and street
lighting. ccording to DRA, all electric customers should support
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_inccmc Tlcr 1 alea. Strect llght;ng is lasted because those costs

are pald by taxpayers. Sznce these taxpayers are also rateuayers,
collectmon of program costs from street 13 ighting xevenue*
”dcublc-charge” ratcpaycrs, according to DRA.

DRA recommends use of the ULTS eligibility ¢griteria and
self-certification by applicants. It does not objegt to the use of
the DEO as an agent for certification. The prograf discount should
be offecred to submetered users, but not to mastof meter customers
with unsubmetered tenmants. Low-income customeds on optional TOU
schedules should be extended program benefitd through appropriate
means.

DRA propeses that a separate bylancing account should be
set up for the program. Only incrementdl administrative expenses
should be booked to the program balanfing account and the kalancing
account treatment for administrativy oxpoenses should cease with
cach company’s next general rate gase. DRA recommends a workshop
to develop the concept of a meniforing committee to review the
program.

X. JURN

Towards Utility Ryte Normalization (TURN) is a not~for-
profit group which represofits the interests of residential utility
ratepayers. It continued to support an encrgy baseline program
featuring inverted blogk rates that is generally available to all
residential customers/regardless of income. However, it recognizes
that SB 987 mandatey a targeted low-income assistance program and
has intervened to provide a residential ratepayer perspective on
the issues. supports the positions taken by the DRA on most
of the contest~¥ issues.

, believes that the objectives of offsetting the
effects of paseline reform and providing a meaningul’ benofit to
low-income/Z:ftomcrs can best be achieved through a rate discount
that is ¢ggqual to the greater of 1) 10% to 15% of the average
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residential bill; orx 2) 15% of the SAR. The latter criterion ie
the only one that can assure that no low-income customer ends up
worse off as a result of SB 987. The DRA’s RAR approach faily/to
do s0, according to TURN. ,

TURN criticizes SoCal’s proposal to collect the/program
surcharge from core customers as contrary to the Legisldture’s
clear intent. It recommends collection of the surchyfge from all
customers, with the exception of wholesale customepS and the UEG
and cogenerxation customers of the gas utilities./ Although existing
special contracts which include a stated rate pllist be excluded,
future contracts should incorporate the surclifarge. That iz because
to the extent rate discounts are necessary/ TURN believes they
should come from rate components not projleted by a balancing
account.

TURN reluctantly acgquiesces/to balancing account
treatment for program administrati e'costs, It stressed the need
to limit balancing account entriey to incremental administrative
costs that have been incurred specifically for the program. Such
recovery should be subject to gtrict annual reasonableness reviews
to ensure, among other thingg, that costs being recovered are truly
incremental and result froy/ the program. Balancing account
treatment of administratire costs should be limited to two years,
after which time the cogts should be forecasted on a test year
bacis for recovery thrpugh general rates.

Revenue logses due to progran benefits should be recorded
in 2 balancing accopdnt and amortized annually in the company’s ECAC
or ACAP proceeding. TURN recommends a separate balancing account,
rather than the ERAM, for recovery of program costs. No ERAM=-type
account exists Aor the gas companiez. The program surcharge chould
~ be based. upor, recoxrded costs only, with no forecasting of future

1s at this time. :
| Finally, TURN récommends that the utilites be required to
perform rtain monitoring functions in order to allow the
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commission to gauge the cffectiveness of the program and to
evaluate its effectiveness in meeting the needs of minori

and seniors. An update of potential participants within/each
service area should be submitted within six months of this
decizion. Eighteen months after implementation of theg program, the
utilities should be required to update their estimateh of the
number of eligible customers and to report actual pdrticipation in
detail. The information should include the number/of customers
participating and demegraphic information on paryicipants such as
household size, race, ¢thnicity, age, and incomf. The utility’s
outrecach cfforts should be descriked. These rlports should be
updated in each succeeding GRC.

Finally, TURN recommends that a program mon;torxng
committee be established, made up of utilify, consumer, and
Commission staff representatives. The pMdrpose of the committee
would be to evaluate the implementatiorny of the program, based on
the monitoring reports, and to suggesy methods for improvement.

This interim opinion addresses only certain non-rate
aspects of the low income program. Specific topics covered
inelude: eligibility, application and certification procecdures, and
certain related issues concerhiing submetered customers. Not
addressed are issues rega:ﬁigg the level or calculation of program
benefits, or questions coperning which classes of customers are
exempt from any rate surfharge ultimately adopted. These iscues
will be covered in the Lommission’s final order.

Master mefer customers require speczal conszderat;on
because they purchase encrgy for multifamily service and for mobile
home park serxvicg. They supply this energy to consumers who have
no contractual felation with the utility. Those consumers’ usage
may or may nof be submetered. PU Code § 739.5fsubsgction (a)
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"_requxres that whcnever gas or elcctrmcmty iu provzdcd by a martcr
'mcter customcr to such rcazdcn*zal us thc master meter cus -uer
shall charge each ucer or the serv;ce at the same rate which fouid
be applucable if the user were receiving gas or electrxcx ,

. directly from the ut;lxty. : )

Master meter cuctomers currently charge the dower Tier 1
rate to submetered customers fLor baseline quantitiey’ consumed.
Existing billing practices will enable master meter customers to
pase through the program rate discount on Tier ) quantitiec to
qualifying low-income submetered consumers. ere consumers are
not submetered, their energy bill and rent afe bundled tegether.

It would be extremely difficult to estimate usage and enforce the
pass through of a rate discount. These gnd=users are not customers
of the utility, there is no individual fenergy bill, and no party
submitted a proposal that weuld ensupd that these end=users would
receive any benefit. Thus, we will/extend this program of
assistance only to eligible submepered consumers.

All of the utilities pkopose to make the program rate
applicable to estimated Tier 1/quantity use by low-income
submetered users.? That is, /the master meter customer would ke

8 Prursuant to Subsdetion (a), the utilities’ master meter
schedules provide a f£ficlent differential to cover the reasonable
average costs to magter meter customers of providing submeter
service. Subsecti (b) requires master meter customers who
receive any rebate/ from the utility to pass through to each user
his proportionate/ share of the rebate. Subsection (e) requires the
master meter customer to provxde an itemized bill to each
individual usexr/in accerdance wmth the format used by the utility
to bill its rcfidential customers

9 However/ in their comments, PG&E noted that estimating use was
administratively difficult and c¢ould be unfair to the master meter
customers./ A simple ratio would not capture the impact when some
low=incom¢ customers are all—electrlc and others are medical
customery, .for example.
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billed at the discounted Tier L rate bhased on the ratio of
¢qualifying households to non~qualifying households. It would be
the responsibility of the master meter customer to pass the low-
income rate discounts through to the eligible low-income ener
consumers.

Several parties noted that a low-income benefit Lreates
an additional diversity benefit for master meter customefs.
Currently, 2 master meter customer receives a diversitf benefit
when that customer pays baseline rates and is able 46 collect
revenue at the higher non-baseline rate because of/differences in
usage between submetered tenants. A low-income grogram ¢rxeates
additional diversity benefits. The master metdr customer would be
billed at the low-incoeme rate for the full biseline allowance of a
qualifying low-income customer. If that lgWw-income customer uses
less than the baseline allowance, the magter meter customer pays
the low~income rate for some energy for/which the master meter

customexr ¢an collect the full baselil

The diversity benefit proy¥ides an incentive for the
ratepayer to help their submetered temants to gualify for the
program rate. WMA complained thdt the existing diversity
adjustment cxcessively penalizgd its members. Parties generally
agreed that a diversity adjugytment should not be determined here.
We concur. The diversity adjustment is a function of usage
patterns and actual rate Yevels. Diversity adjustments can be
comprehensively reviewed/ in the context of submetered rate design.
The diversity issue shgfuld be considered the next time submetered
rate design is reviewed, but no later than cach utility’s next
general rate case.

Edison sQiggested that each year, the submetered customer
should submit an/application for the program rate to the master
metexr customer who would then forward the forms to Edison.

SoCil proposed that each submetered custcmer submzt an
application form to the owner of the residential complex,_l.e., the
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master meter ratepayer. SeoCal would have the owner certify the
' numbex of qualifying low-income units eligible to receive the
credit. Master meter customers would be assessed a monthly
surcharge on all submetered accounts, reduced by the numb
qualificd low-income customers served. The non-low=incothe
customers would be reguired te pay an equivalent surelarge to the
master meter customer. This proposal is unnecessarjily complex and
will lead to customer confusjion. It will not be

To summarize, master meter billing shofld be fully
considered the next time master meter/submetey/ rate design is
considered. Master meter ratepayers will cifculate applications
for the program to their submetered customers and the submetered
customer will forward a completoed applicgtion to the utility. The
naster meter customer will inform the ytility when the low~income
custemer moves. The utility will cexfify the eligibility of these
submetered customers as it would foy its own ratepayers.

B. Eligibili ~ritori

The parties’ recommegdations ranged from a definition of
7low income” as a household whese income did not exceed 130% of
federal poverty level to a Nousehold which met the qualification
criteria set for Universal/Lifeline Telephone Sexvice (VITS). The
fact that existing utiligl demand side management (DSM) programs
employed 130% or 150% of federal poverty level as eligibility
criteria was the basis/for thosc recommendations. The DSM
qualification criterih are not uniform, either as between types of
programs or as between utilities.*? o

10 130% was gharacterized as the criterion for HEAP eligibility.
In fact, a rafepayer who is 7categorically ellglble” for HEAP may
have income excess of 130% oxr the ULTS guidelines. The
ratepayer would still qualify for HEAP due to his status as a
publmc welfAre program recipicnt.




1.88-07-009 ALJ/ECL/vdl *

program part;c;pants cannot be deemed automatzcally e ig1p1e Lox
program benefits. This is because changes in ellgx lllty status
are likely to have occurred since the ratepayer Likst part;czpated
in the utility program. ’

Both DRA and TURN favor eligibility Yased on ULTS
criteria. They apparently believe that increesed consumer benefits
from program uniformity outweigh the additidnal cost of greater
eligibility.t

The ULTS criteria chould be adgpted for the program. The
Commission’s goal of reaching needy ratepayers can best be
furthered by an outreach program that/is simple for ratepayers to
understand. The telephone ULTS assifgtance program has been in
cxistence for five yecars now. Phope customers are asked annually
to consider whether they qualify for ULTS and are given the
opportunity to subseribe to that/service. Energy ratepayers, who
most likely reside in a house where there is telephone service,

would have a fairly clear 1dea/whether their houschold qualifics
for the program rate if the ﬁ;gubzlzty\crmterla are the same as
the ULTS criteria. ,Moreove', customer confusion would be minimized
if low-income assistance criteria are kept uniform for both
telephone and cenexgy utilities.

11 The income llml atxon for ULTS iz set out in CPUC General
Order 153 Section 3,1.1.1. That section rogquires the Commizsion to
adjust the income Mﬁmltatzon ecach year for inflation based on the
federal consumer price index. 1984 was used as the base year. In
1984, the Commission established ULTS criteria at 150% of federal
poverty level for a household of 2.3 persons. Not until 1986 did
the Commission modify the criteria to account for houscholds of 3
persons or moref This was accompliched by Resolution No. T-11009.
Although income critexia for houscholds of 3 persons or more were
. adopted, the criteria for one~ and two-person households remained

- at the previgis 2.3-person level. Each year ULTS criteria are
adjusted for/inflation, and the more. 11beral income crxterla for 1-
and z-perso households is preserved. :




Y

1.88-07-009 ALY/ECL/vdl # °

The utilities may still employ their DSM participant data
banks as an outreach tool. Under the ULTS standarg/, all ratepayers
who cualificd for a utility low~income DSM progr will cualify for
the program. Use of the ULTS criteria gives the utilities the
option of conducting 2 joint outreach progray with the telephone
utilities. We note that the ULIDS criteria May be revised from tine
to time by the Commission in response to Ahanging circumstances.

The smaller energy utilities gought to limit the extent
of their programs by comparing their olstomer bases with those of
the major energy utilities. They stfessed the absence of large
commercial and industrial customexg in their largely rural scxvice
territories. The differences in Lustomer mix are minimized,
however, by the exemption of UEZ, cogen, and certain special
contract customers from the ppbgram surcharge. The ULTS criteria
and benefit level should appfy to the small utilities as well az
the larger ones.

An exception is/appropriate in the case of PP&L. The
company’s evidence of ingome levels within its service territory
persuades us that PP&L/s ratepayers cannot bear a significant rate
inerease. At 125% of/poverty level, 20% of PP&L’s ratepayers would
qualify for the progkam rate; at 150% of poverty level, 30% would
qualify. It iz reysonable to limit PPEL’s program costs by setting
the program eligifility criteria at 130% of federal poverty level.
A reduction in eligibility level, rather than in program benefits,
prescrves our gbal of affording significant rate assistance to low~
income rafepa ers. At the same time, the 130% level takes into
account econgmic conditions in the service territory that make one
ratepayer “dow income” in relation to other ratepayers.

inally, Edison’s proposed Tariff Schedule No. D-LI
provides funder ”Special Conditions” that Schedule No. D-LI may not
be combined with any other rate schedule. This may refer to 2
scheduie available to.utiiity employees who receive discounted
rate', amoﬁg:othér things. It is not our intent to provide program
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C. Administration
1. Qutreach

Each utility propeosed a comprehensive outreach pr
We encourage the utilities to use the outreach network and
expertise gained in carrying out their low-income demand £ide
management programs. Ratepayers on those lists are no
automatically eligible f£or the program because their Jousehold
composition and houschold income may have changed cyhce they were
found cligible for the DSM program. However, singl the eligibility
criteria for those programs are within the ULTS Limits, the
utilities should target their outreach efforts/to customers on the
participant lists compiled for those progranms

It appears that eligibility standirds for some publicly
adninistered bencfit programs may fall within the ULTS eligibility
criteria. The utilities are encouraged Yo survey the range of
public assistance programs, identify which programs have such
criteria, and coordinate their public/information cfforts with the
public agencies’ cfforts to recach eligible c¢lients. Ideally,
potentially cualifying ratepayers ghould be informed of the program
at the same time they seek other fLorms of assistance.

The utilitics should fotify ratepayers of the program
by notice enclosed with the mghthly utility bill. The notice
should be carxied in bills igsued on August 20, 1989 and afterwards
for at least cne billing cytle. The notice should be reissued
during the billing ¢ycle Yeginning on December 1, 1989 and two
months before each utility’s peak summer month. Bill notices for
subsequent yvears will Ye scheduled in the program update
proceedings.

With the gxception of PP&L, the notice must state, 7If
your household quaXifies for Universal Lifeline Telephone Sexvice,
you may also quallify for a discount on your energy bill under
(utility’s name) low income ratepayer assistance program.”
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once the Commission makes its decision on the approprixte
methodology, it will detail more precise xequirements for
custoner notice. In the meantime, it is possible to describe/some
minimum notice rogquirements based on this Interim Opinion.
expect the respondent utilities to announce the availability of the
program and allow ratepayers the option of signing up for the
program even in advance of the Commission’s Final Ordgr. In order
to expedite that process the notice shall detail elj
application, and certification regquirements as thif decision
orders. once tae drseonst 1% 1o plec<

In addition,ﬁe encourage the respondent utilities to
compute and display the discount on individuil customer’s monthly
bills. This should conclusively demonstrapl to participating low-
income customers that they are receiving & tangible, meaningful
benefit.

2a

The application and certification process was described
more fully by some utilities than ¥y others. None of the utilities
haz proposed a rigorous c¢ligibilify verification program. SeoCal,
SDG&E, Edison, CP National, TURN, and DRA all favor self-
certification by the applicant/ Based on the June 1982 Report on
the Results of the Workshop beld for ULTS, DRA states that a
reliable verification prbgr m docs not secem feazible at present.
Obstacles to reliable verification include the difficulty of
determining the existencd of multiple incomes and the number of
houszechold members, the Migh cost of auditing, and the uncertainty
of benefits from verifilcation in the form of less fraud. Edison
believed that verification of all customers would be tToo costly and
would increase the hurden on other ratepayers. — SoCal estimated
the cost of a true Nerification program to be $45 to $60 per
ratepayer.

_ PG&E amd PP&L wish to subcontract the task of ceftifying
ratepayer eligiﬁ&lity to the DEO. The DEO would determine an
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applicant’s eligibility based on whether the applicant was
rcategorically eligible” by virtue of being listed on the statq;;*
MEDS data bank and whether the ratepayer’s total household income
was within ULTS limits. If not so cligible, the applicant sfould
demonstrate eligibility by including documentation of income with
the program rate application. DEQ would perform a limgdted
verification of the applicant’s income level by revidwing the
documentation. DRA has no objection to this procels.

PG&E states that the cost to PGLE of DXO’s validation is
less than a dellar per applicant. Use of DEQ Mould enable PGLE to
target a program information mailing to all Xhose on the MEDS data
base.

In addition, about 168,000 of PC&E’s customers qualified
for the HEAP assistance administered by DEO last year. These
customers, and others who receive HEMP application forms, will be
able to indicate to DEQ whether thof are interested in the program.
If found eligible undex the ULTS Jncome criteria, those ratepayers

would also benefit from the program. At this time, HEAP
applications are mailed only gfice a year, in September. In order
to effectively assist ratepayers, DEO will have to conduct its
outreach and verification pkocess throughout the year. PG&E will
coordinate its efforts wifh DEO.

DEO was critigized by DRA for the time it required to
proc¢ess HEAP applicatignz. Some ratepayers did not receive their
utility assistance chiecks for three months after they submitted
their applications o DEO last year. PG&E had discussed this
problem with DEO, And was assured that the came delay would not
occur whore DEO i& merxely certifying eligibility and not issuing
checks. Given the utilities’ sincere c¢fforts to get the program
underway, delay at DEO. should be minimized. DEO should process .
applications fo that a low-income applicant will be placed on a
low-income xpte schedule within one billing cycle from the date of
application/. '




1.88~07-009 ALJ/ECL/vdAl *

»

1

Coordination with DEO offers the procpect of higher
initial participation in the program. PG&E -estimated that ucin
150% of poverty level as the qualification criteria, about 3¢
customers would be eligible. Virtually all of PG&E’s HEAP

program.

the MEDS and HEAP programs justifies the partnership

proposed with DEO. PG&E’s authorization to work wifhh DEO will
depend on the success of DEQ’s outreach and valid ion efforts. 1If
PP&L and DEO reach a similar arrangement, then BFSL would be
authorized to spend up to $1.00 per non~HEAP agplicant on
verification by DEO.

The other utilities would not regdire documentation of
eligibility to accompany application formg. However, they want
authorization to verify customer infe ion on a random basis or
where the utility has reason to believe that a declaration of
oeligibility is fraudulent. Edison has drafted an Application and
Eligibility Declaration (Applicatign) for Low Income Rate which is
basically reasonable.~% It provides for self=-verification by the
ratepayer but puts the ratepay%f/gn notice that proof of income
must be made available at the request of the utility. Experience
with the ULTS program suggcsﬁérthat customer miszunderstanding could
be minimized if ”income” were defined to include income from all
sources, whether taxable ozrnct, on the Application. The
accompanying Eligibility/Provisions should bhe amended to provide
examples of types of income and to specify what type of

12 In ceomments Rddressing the ALJ/s Proposed Decicion, WMA
suggests this form be modified to reflect the fact that submetered
residents should be in direct contact with the utility regarding
eligibility, non-eligibility, and proof of eligibility. Edison
should revise/ its tenant application form to address WMA’s concerns
regarding landlord involvement in the Income issue and in the
Notification process (WMA Comments, p. 5). ' ‘

- 36 -
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documentation may be regquired. The Application alzo notifies the
ratebayer that the application may necd to be renewed on an annual
basis. Annual renewal should be limited, because of its
administrative cost, to ¢ases where fraud is reasonably suspected
Indeed, because of the automatic flow-through of program ¢osts,
this time, all administrative activities such as rebilling sholild
be determined to be cost-effective before they are undertak

The Eligibility Provisions which accompany the
Application must be revized to conform with this decisi
the definitions of “household” and “head of houzehold”
be derived from government programs intended to assj
units. The program is not so constrained. There
related adults living in a residence sharing utidities. Since one
adult may not be “providing full support” of tie other adult
houschold members, the definition of head of fhousehold should be
either revised or discarded to enable a nop~related household of
individually qualifying low=-income persone to qualify for the
program. Otherwise, the Application ajd the Eligibility
Provisions in Exhibit 76 for the mainResidential Rate (D) are
reasonable. With these changes, th Applicétions in Exhibit 79 for
Master Metered and Submetered Eleckric Sexrvice (DMS-1 or DMS-2)
customers and the correspending Penant Application can also be
found to be recasonable.

A customer applying/for the program rate may be regquired
to acknowledge that the utilAty may verify customer cligibility
either randomly or where there is xeacon to believe that a false
declaration has been madel. The application form may state that the
utility may request the/customer to provide proof of eligibility.

Submetered Qustomers will apply individually for program
benefits. The utilify will provide customer information and
applmcatlon/verzfl tion forms to the master meter ratepayer.
Program notices w'll be distributed along with the monthly Pill.
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The master meter ratepayer will provide applications for the low=
income subsidy to the submetered customer. Completed forpls will be
returned by the submetered customer to the utility, whigh will make
the appropriate billing changes. Master metered rateplyers will
not be responsible for misrepresentations by submetafed customersc.

SoCal suggested that program participantg be required to
recertifly their cligibility every three years. is suggestion was
not opposed by any party and will be adeopted. Mowever, qualifying
submetered tenants of master metered customery will be reguired to
annually reestablish their eligibility with /Ahe utility, since
submetered tenants are not customers of the utility, and the
utility would be unaware of their relocayion or other changes in
circumstances.

Self~certification may be mfde on a form similar to that
used by Pacific Bell for its ULTS. An the case of Ediseon and PG&E
(contingent upon agreement with DEJ), the ratepayer would return a
form or ¢all a number to indicatel interest in the program.
Subseguently, a certification f‘@m would be sent to the ratepayer.
If the two=-stage approach iz aklopted, the utility must record the
number of requests for appligations received and the number of
completed certifications rofeived. The reasonableness of these
two=stage processes will Fe reviewed during the program update
proceeding.

If a program/participant wrongly declares his or her
eligibility or fails ¥o notify the utility when he or she no longer
meets the eligibility requirements, the utility may render
corrective billingy in accordance with CPUC-approved tariffs.

The uti)ities have propesed administrative budgets
consisting of thgse elements: ¢general administration,
certification afnd recertification, verification, outreach, billing
and billing changes. The first ycar administrative c¢osts range
from an estipate of $45.00 per participating eligible ratepayer

.00 per eligible ratepayer (SDG&E). The othexr
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utilities estimated costzs in the $7.00 to $19.00 range. Becaus
© this wide disparity we will direct our CACD staff to convene
workshops to examine these differences and the reasons for tiem,
and to attempt to reach consensus on an appropriate range ¢f
administrative costs among respondent utilities.

Program administrative costs must be allocatod hetween
the gas and clectric revenues of the two combined utiXities, PG&E
and SDG&E. PG&E proposes to allocate these costs based on the
relative percentage of the gas and clectric prograym payments.

SDG&E would allocate administrative expenses on ghe basiz of their
relative retail revenues. DRA supports PC&E’s/position on the
theory that the administrative cost burden should be matched to the
benefits of the rate discount. This iz not/persuasive, because
under this subsidy program, the ratepayery who benefit are not
required to assume the burden of program/costs (except in Tier 2
rates). program costs have been defingd to include direct benefits
and administrative costs. For policy/reasons, certain classes of

gas and electric transactions are t¢ be exempt fxom bhearing program
costs. Also, this program should pot be unduly complex to.
administer. In order to be con%}stent, administrative costs should
be allocated between gas and clectric operations in the same
proportion as gas and electrid/ program discounts.

D. Cost Regovexy

Program discountys for low-income residential ratepayexs
and the administrative cgsts of the program comprise the costs of
the program. All progrém benefits and administrative costs shall
be recovered in rates/ Since the utilities are not to be at risk
for recovery of program costs, those ¢costs will be recovered
through a balancing/ account. The program balancing account will be
an interest-bearing account. The interest rate and procedures for
caleulating inteyest will conform to existing balancing accounts
covering base rfto revenues. |
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Each utility should establish a low-income assistance
balancing account to book actual program expenses incurred a
actual revenuves received through the program. The balance”in the
account should be trued up on an annual basis in the ECAY or GRC
proceeding for clectric salez and in the ACAP procecdi
sales. Coincident with ecach utility’s general rate gase cycle, the
utility should propose to include the cost of admipfistering the
program in its administative and general expens .

A new balancing account was recommengled as the best means
of revenue recovery. Only Edison, among all/the parties,
recommended using the ERAM account. It suggested that
administrative costs be treated asnegatbéggrevenue and charged
directly to ERAM. The direct cost of the rate discount could also
be recovered in ERAM ac an undercollection of base rate revenue.
Edison claims that this would allﬁgfgfogram costs to he spread on
an equal cents per-kWh basis to aldl customers on tariffed rates
through the ERABF.

We do not adopt Edisgn’s ERAM proposal because Edison did
not demonstrate that the residential class would not be unduly
burdened by its proposal. hus, Edison will establish a new
program balancing account/f as well.

E. Monitoxing

TURN suggesfed that a committee of utility and consumer
representatives be ostablished to monitor the program. DRA
responded that a workshop to define the responsibilities of such a
committee should e convened. We agree that the program must ke
monitored, but ye believe that the CACD is equal to the tas
However, gmve the unprecedented nature of the program, the partzc-
should meet ynformally with CACD to discuss what should be
monltored.‘/&he Commission’s goals are to ensure that
administrative costs are reasonable,vthat_ratepayer outreach

prograns foe as effective aS'possible;'that the utilities’ cmployees
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are well prepared to explazn the'program dmscount to ratcpaycra and
'otherwaoe lmplement the program, and that the applzcat;on and
verlfxcatzon prcccsscﬂ opcratc ae smoothly as poscible. As mor
partmcularly noted in thc orderlng paragraphs which follow, the
CACD will monitor the approprzate indicators of success and/Should
recommend any improvements it pelieves are necessary in
an annual report to the Commission no later than Septe

In order to gauge the success of the first
implementation and make necessary adjustments for s
heating scasons, the utilities should file reports/with the
Commiscion, as suggested by Edison. Each respondent utility should
provide the following information, current throQgh April 20, 1990,
in the form of a report to the Commission no ater than July 1,

Number of participating low=-incgme ratepayers.
Updated estimate of cligible Latepayers.

Average Tier 1 and Tier 2 ysage (recorded) by
baseline territory.

Participants’ Tier 1 and Tier 2 consumption by
baseline texritory.

Average billl (recorddd) by baseline zone.

Average bill of pafticipants, by Baseline
territory.

Average monthly/ program benefit, by baseline
territory.

Analysis of Lhe most cost~cffective outreach
and customef education methods.

Discussiof of how the utility is assured that
ninority/and non-English speaking ratepayers
are app opriately represented in thc
particypant class.

Breakdown of administrative costs by these
catefories: outreach, certification,
verAfication, billing, and general.
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Compilation of the above information should

cnable the utilities to identify low-income

ratepayers who have high energy use. This

would enable the utilities to better target

demand side management programs that are

intended to assist low-income ratepayers.

The Commizzion will review the program ip/general in
three years. A fair picture of program success
should be avajlable from the annual reports of Lhe CACD and of the
utilities by that time. Cost trends should apparent. The
Commission can reassess the program and makf whatever changes are
necessary to balance the interests of ratgbayers as they appear
three years from now.

F. Taxiffs.

In anticipation of the final decision in this proceeding,
authorizing a methodology to be used for determining the program
rate, the utilities are authorized/to file advice letters
establishing tariffs for low incdﬁe customers. At this time,
absent a final decizion on methodology, these tariffs will have
rates and charges equivalent t0 those currently existing for
residential customers. Once/a final decision on a discount
methodology is made by the gommission, the utilities will be
authorized to modify the rAtes and charges in this tariff
consistent with the Commifsion’s final decision. Thus, utilities
will be able to enroll efligible customers for this program
immediately and have thém on a low-income tariff in anticipation of
the Commission’s final/ decision on methedology.

1. SB 987 (StAts.1988, Ch.212) amended PU Code § 739 to
require the COmmisséon to establish a program of assistance to low=
- income electric and gas customers, the cost of which shall not be
» single, class of customers.

permanent resigents. = If non-permanent residents qualified for the
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program rate, they would receive the discount at their permanent
residence.

3. PG&E, Edison, SW Gas, and PP&L proposed a program ra
cqual to 85% of the SAR which existed prior to November 1, 1948,
the date on which Tiex 1 rates were increaced pursuant to

4. SoCal’s program rate would equal its Tier 1 ra¥e minus
the difference between (2) the differential that existéd between
the RAR and Tier 1 rate before realignment and, (b) /he
differential between the currently effective RAR afdd Tier 1 rate.

5. DRA’s program rate would equal the Ti—"l rate minus the
difference between the current Tier 1 rate (wiX¥h customer charge)
and the rate that would have been in effect pased on the pre-
realignment ratio of Tier 1 to RAR. DRA,Egcommends 2 minimumn
discount equal to 10% of the utility’s RAR for each utility’s
program rate. DRA has alternatively suggested a 15% minimum
discount.

6. CP National would adopt DRA’s program methodelogy,

subject to a 6% of RAR minimum and de facte maximum benefit.

7. TURN advocates a program rate consisting of a Tier 1 rate
discounted by the greater of (&) 10% to 15% of the average
residential bill, or (») 15%/to 25% of SAR.

8. PGSE modified its/ﬁzogram proposal to recommend that one
of these three primary methods be used to calculate a program rate:
(a) 85% of SAR; (b) RAR with minimum 10%; or (€) 15% of average
residential bill.

10. Low incomeprogram rates should be made available to
submetered customers of master meter ratepayers. Low income
program rates wily/not be available to sub-metered ratepayers
because their ené%gy bills are bundled with their rent and there is
no- way to enforce a pass through of the program discount to the
consumer. , : , ‘

11. The/program rate creates an additional diversity benefit
for master /meter customers.. The diversity issue should be examined
the‘nextjtime subnetered rate design is revieweé,’but no later than
each utility’s next general rate case.
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12. Eligibility criteria should be set at the level adopséd
for the Commission’s ULTS for several reasons. The ULTS criferion
provides a relatively well-defined base of ratepayers pr
determined to be in need of rate assistance. Public fapiliarity
with the ULTS program will assist ratepayers to detexxine their own
cligibility and encourage ratepayers to promptly apgly for the
program bencfit.

9. Eligibility for PP&L’c program xate gould be limited to
households at or below 130% ©of federal pove level because the
average household income within PP&L’s sexvice territory is
significantly below that of the state of Falifornia, and 130% would
yield an cligibility rate roughly commﬁyégratc with that of the
other utilities under the ULIS criteridn. "

10. Utilities should notify rafepayers of their preogram by a
bill notice which has been approved by the Commission’s Public
Advisor, commencing with billings/iszued August 20, 1989, or as
soon thereafter as reasonably practical, but in no event later than

September 19, 1989. Customersfshall be notified again subsequent
to the issuance of the Commigsion’s final orxder, as specified in
. that oxder.

1)l. The ratepayer should be able to apply for the program
rate and self-cexrtify elézibility by returning a form with the
usual monthly payment ﬁgvthe utility (except in the case of PGLE
and Edison), or by sugh other means of application as the utility
may develop in its dﬁtreach programs. Other means of applying for
the program rate may include, but not be limited teo, walk-in
applications, applications forwarded by community sexvice
organizations, nd self-mailed applications.

12. PG&Emay employ the services of DEO to validate +the
applicant’s documentation of income level and Edison may require
the ratepaygr to complete a separate application and declaration of
eligibility so long as this process does not interfere with the
Commission’s goal. : _ .

13/ The PG&E or Edison ratepayer should receive an
application form within 10 days of having,indicated-ihterest in the

if“"lb //// - a4 -
| /
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program to the utility. DEO should process applications so that a//
low=income applicant will be placed on a low-income rate schedyle
within one billing c¢ycle from date of application.

14. PG&E’s continued use of DEO should be subject tofeview
to demonstrate the benefits of using DEO (higher participation rate
than other utilities, lower incidence of fraud) and t
reasonableness of the processing delay and expense income
validation by a third party. Edison’s use of a
application process isc subject to analogous revdew. -

15. The program should be provided pursglant to a tariff,
whose format and contents will be approved Yy CACD in accordance
with Orderxing Paragraph 1.

16. Each utility should also prep#re an application form asz
part of its filed tariffs to be revicwga by CACD. CACD should
review application forms and procedu¥res to assure that forms are
easily comprehensible to low-income ratepayers, and that procedures
facilitate participation by eligible low=income ratepayers.

17. The reasonableness of administrative expenditures should
be reviewed annually beginning with the 1990 heating season. The
results will be used to gﬁﬁéﬁ&te a forecast of administrative cost
to be included in the surcharge.

18. The program should be monitored by the CACD. The CACD
should monitor certaiy’ items, detailed in the decision, which are
likely to indicate the success of the program and chould recommend
any improvements iﬂvbelieves are necessary in the form of an annual
report to the Commission no later than September 1, 1990.

19. In orxrder to gauge the success of the first year’s
implementation/and make nec¢essary adjustments for subsequent
heating seaséns, each respondent utility should provide certain
information/, current through Apxril 30, 1990, in the form of a
report to/the Commission no later than July 1, 1990.

20,/ The Commission should review the program in general
within{éhree years of issuance of its final decision, and then make
changes. to the program as needed to balance the interests of
ratdiayers as they appear three years from now. In its order
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that a false dcclaratxon has been made. Thlf verjfication nmay
occur more often than every fthree years. Qualigfing submetered
tenants of master metered customers will be r

reestablish eligibility, since submetered tofiants are not customers
of the utility and it would be unaware of Lheir relocation or other
changes in circumstances.

23. There is a wide disparity in/the administrative cost per
eligible partmcmpant estimates of th¢ respondent utilities in this.
prcceedmng, and further examination/ of the reasons for this
disparity is required, consistent/with the provisions of this
order. —) Rt

L. Kit is reasonable o use ULDS eligibility criteria to
definc the class of low-iptome ratepayers cligible for the program.

2. Self-certificafion is the most reasonable approach to
determining ratepayer gligibility.

3. The utilitjes should not be at risk for recovery of
program benefits a for the reasonable amount of program
adm;nlstratlve codés.

INTERXM _ORDER

IT IS ORDERED that: :

1. On August 29, 1989, the respondent utilities shall file a
tarifs by/:dvice letter to provide a Low Income program, containing
eiigibi ity;‘application and certification information consistent
with the preceding discussion and relevant findings. This tariff
shall/be in preparation for the final decision in this proceeding
ané/@ili quble utilities to enxoll cgstomersfin this program in
adyance of a final decision. The tariff shall contain conditions

-~ 46 =
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of service as provided by this order. The tariff fllzng shall bo/
effective September 1, 1989. In order to ensure that respond t
utilities’ tariff filings and the advice letters mandated in

2. CACD shall convence a workshop to exaxine the differences
and the reasons for such differences in adpfinistrative costs among
the respondent utilities and attempt to plach consensus on what the
appropriate level of administrative costs is, including the
question of how substantial deviationg from that level are to be
justified. At the conclusion of thjt examination, but no later
than September 1, 1989, CACD shall/make appropriate recommendations
to the Commisison.

2. The respondent utilitdes shall notify their residential
ratepayers of the program by Will notice for at least one billing
cycle, beginning no later than August 20, 1929 or as soon
thereafter as reasonably practicable, but in no event later than
September 19, 1989. A nofice shall be reissued during the billing
cycle beginning on Decepber 1, 1989, and two months before cach
electric and combined Atility’s peak summer month. Bill notices
for subsecquent years/will be scheduled in the program revision
proceedings.

a. Witk the exception of PP&L, the notice must
styte, 7If your household quallfxeu for
Urnfiversal Lifelire Telephone Sexvice, you

y also- qualify for a discount on your
nergy under (utlllty “name) low income
ratepayer assistance program.”

'The notice shall include a form which could
be returned with bill payment to apply for
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the program, ox, in the casze of PG&E and
Southern California Edison (Edisen), to
request an application form.

The notice shall detail eligibility,
‘application, and certification requirements
as specified in this order.

The notice shall provide a telephone number
where questions about the program will be
answered by knowledgeable people.

The notice shall be subject to the prior
approval of the Commission’s Public
Advisor.

3. The utilities which employ self-certifightion should
require no more than one billing cycle from recglpt of a
ratepayer’s requesf,for the program service t¢f/ place the customer
on the program schedule.

4. PG&E is authorized to process applications through the
Department of Economic Opportunity (DEQ)/s0 long as the utility can
place the applicant on the program‘sch ule within one billing
cycle from the date of the application.

5. PG&E and Edison’s two-step process, which regquires the
ratepayer to f£irst request an azgggiation, and then submit it to
the utility, shall be subject tof review in the program update
proceeding. It will be determdned whether the delay caused by the
two-step process was substantial, how ratepayer participation rates
and benefits per month weref affected, and whether any net savings
resulted from the two-step procescs.

6. Each respondept utility shall file by advice letter a
tariff to establish a program balancing account to a¢crue program
costs as authorized this order. The program balancing account
shall ke an interegi-bearing account, in accordance with the
preceding ‘discussfon. o |

: CACD will monitor the program. CACD shall
prepare an annyal report on the status of the program consistent
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'"“7,w1th thms arder.M The repqrt\w;lldbe ubm;pted'nq later than a

September\l of each year, as a formal fxl;rg “in th;s proceed;ng, R
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s ; Each of the respondent utilities ,8hall compile st 1
informatxon concerning the program cons;stent wzth this decisxon '

;iqand as requzred by CACD and subnit it no later than July‘l or
' year in ‘the form of an annunl report to the Commission and as

‘testimony in ‘the program update proceeding. .
This order is effective today.
© pated __ 1 91989 , at San Francisco,

Commissioners

bmmissioner Patrick M. Eckert,
eing necessarily absent, did
not participate.




