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EINAL OPTINION

Summaxy

This concludes the Commission’s proceeding to comply with .
the recuirements of Senate Bill (SB) 987. We authorize a low-
income ratepayer assistance (LIRA) program consisting of a 15%
discount on rates for ratepayers who qualify under the income
criteria for Universal Lifeline Telephone Service (ULTS). The LIRA
discount will apply to usage under both Tier 1 and Tier 2 rates as
well as to any applicable monthly residential customexr charge.

The resultant difference in residential revenues will be collected
from all other ratepayers, except for those under existing special
contracts which state a specific rate, utility electric generation
gas customers (UEG), cogeneration gas customers (cogen), wholesale
gas and electric customers, and enhanced oil recovery gas
customers. By Decision (D.) 89-07-062 issued on July 19, 1989 (the
intexrim opinion), we adopted the ULTS eligibility criteria and
authorized balancing account treatment of program costs for
ratemaking purposes. A method for reviewing ratepayer eligibility
was also approved. The respondents were ordered to file a tariff
to provide a low-income program consistent with the interim order
so that eligible ratepayers could be placed on the LIRA schedule
pending this order. This final oplnzon,establmshes the. rate for
each utility’s LIRA schedule.

Positions of the parties on all issues, including those
resolved today, were set forth in the interim opinion and will not
be repeated here. Comments of the parties on the administrative
law judge (ALJ) proposed benefit level -and other implementation
details are considered in this decision. Some of the comments-
sought. clar;f;catlon of the COmmission's 1ntent, we' provide such
clarificatxcn here._ Other comments, which merely reargue the ,
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positions of the parties, are‘accorded‘no~weight consistent with -

II. nimzsign

A. Bepefit level
1. LIRA Rate

SB 987 charged the Commission with establishing a program
of assistance to low=income electric and gas customers. The
legislation does not specify the amount oxr manner by which
assistance should be given, noxr does it define ”low income.” This
mandate coincided with the grant of greater flexibility in pricing
the baseline quantity of service. The utilities have reasonably
assumed that a low-income assistance program should offset the
effects of baseline realignment, as the increase in Tier 1 rates
above 85% of system average rate is called, on low-income
ratepayers. While we do not choose to zccept the utilities’
arguments here, we do recognize that a low-income program would not
exist without the need to reform the baseline program. Thus,
baseline reform, which the Commission is in the midst of, and the
low=-income program are lnextrzcably llnked.

Whlle the utilities would llmit the amount of assmstance
to offset exactly the effects of baseline realignment, the
legislation does not require such a limit. Some of the ‘utilities
refer to the Commission’s evolving policy of aligning rates with
cost, and object that a rate discount in excess of actual
realignment is not cost~based. However, the task of protecting
low=-income ratepayers from the rate increases that accoﬁpany
baseline reform requires that those ratepayers be actually
insulated from the rate increases. The offer of .a rate discount. is
inadequate if the ratepayers have not signed up- for the discount
when T;er.l rates. are increased due,tq-rgglignnent._ This means
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that the discount should be substantial enough to confer a
meaningful initial benefit on program participants. The discount
should also be easily understood in oxder to attract participants.
Cost _to Non~Participants
To confer a meaningful benefit on program participants at
the outset, we commence the LIRA program at a flat fifteen percent
discount applied to both the Tier lland'Tier'z rates. This results
in a small subsidy to participants: in other words, the program
benefit exceeds the impact to date of adjusting the Tier 1/Tier 2
differential. Nevertheless, we strongly concur with the utilities
and the Division of Ratepayers Advocates (DRA}‘that‘thg LIRA
program, over the long~term, should be désigned to produce a.
benefit that, on average, is commensurate with decreasing the
differential between Tier 1 and Tier 2 rates. As,a-cbnsequence, we
put all parties on notice that we will continue to adjust the Tier
1/Tier 2 differential, consistent with this policy, as early as
possible in appropriate proceedings for the respective utilities.
Even at the outset, the costs of the LIRA program to non-
participants is modest. Toward Utility Rate Normalization (TURN)
was the only non=-governmental consumer organization which-
participated at the evidentiary hearing. Mr. Floxio testified for
TURN that bill impacts of up to 3% increase per month are
acceptable for the nonéparticipating.customer. TURN does not
object to a larger benefit within the range discussed in this
proceeding given the rate impacts illustrated in this record.
Southern California Edison (Edison) claims it conducted a
survey of ratepayer willingmess to fund a low-income program.
Nothing of the survey is known, since the survey was not introduced
into evidence, nor did Edison’s survey-taker testify. Pacific
Power and Light Company’s (PP&L) prepared testimony described a
phone survey conducted in March of 1989 to assess customer Support
fpr,a surcharge‘toﬁ:und‘a discountfto;;low—incope'éustome;s.-;58%
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of non-qualifying ratepayers said they would pay an extra $.50 on
their bill to support the program.

The record of what is a reasonable burden on non-
participants is limited but is adequate to conclude that we need
not limit the program subsidy only to the amount needed to offset
the impacts of realignment which has been authorized thus far.

: ific P ] - _

The DRA recommends a minimum discount on the Tier 1 rate
equal to the greater of 10% of RAR or a Tier 1 differential based
on a current Tier 1 rate calculated as a percentage of RAR. This
minimum discount is appealing because it attempts to provide a
meaningful benefit to low-income ratepayers. The 10% of RAR
discount results in limited benefits, however, since it is
available only on consumption within the baseline allowance.

By way of comparison, under Edison’s proposal, maximum
monthly benefits total €9 cents. Under the DRA’S proposal,
Edison’s maximum is $3.63. The benefit under SoCal’s methodology
would be $1.32, while under DRA’s minimum, it would be $2.22.
Because the Commission-ordered realignment of Tier 1/Tier 2 rates
was minimal, the LIRA rates of all of the electric companies and.
the Sierra division of Southwest Gas Company would be based on
DRA’s 10% minimum discount. The Tier 1 rates of the gas utilities
were significantly above 85% of SAR before baseline reform. As a
result, the differential between current Tier 1 rates and a price
equal to 85% of SAR is already so substantial that it exceeds 10%
of RAR. Therefore, the DRA’s 10% minimum would not apply in the
case of some of the gas utilities when combined with the 85% of SAR
rate discount method. -

The most signxrzcant ratepayer beneflt considered in this
proceeding consists of a 15% discount off the average residential
bill. A 15% discount ensures a meaningful level of benefit to
participants. While the DRA recommended a 10% of RAR discount
initially, it offered 15% as a reasonable discount if the .
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Commission believed that a more substantial benefit was needed.
For Edison, assuming average summer baseline usage, the monthly
benefit would be approximately $6.71. The monthly benefit for
SoCal ratepayers would be $4.57.

The ALY had proposed a method whereby a low=income
ratepayer whose usage equals the utility’s average baseline
quantity would receive a discount equal to 15% of the average
residential bill. Since the baseline allowance and actual usage by
a particular customer varies from average Tier 1 usage, it would be
difficult to predict what the actual discount per month experienced
by each customer will be. The ALJ's-proposed methodology would
have resulted in a monthly discount ranging from 9% to 30% or so,
assuming consumption equal to the baseline allowance, which varies
depending on c¢limate zone and season.

applicati ¢ Di £ to T 1/ T _

During the evidentiary phase of this proceeding, the
parties were unanimous in recommending that a rate discount be
available only for baseline quantities of usage, that is,
quantities sold under the Tier 1 rate. Implementation of the
assistance program through a discount of Tier 1 rates would provide
low=-income ratepayers benefits commensurate with their baseline
benefits. That is, baseline quantities are already adjusted by
climate zone and by summer/winter season. A greater bhaseline
allowance is available to all-electric customers. Ratepayers with
legislatively identified medical needs are also entitled to greater

aseline quantities. 7Thus, the program of assistance would confer
more or less benefits according to'an;existing'residential rate
structure that recognizes the energy needs of specific residential
customer groups.

Under the DRA and utilities' proposals, the biggest
discounts would be available when the baseline allowance is
greatest. However, this would not necessarily result in maximum
customex Satisfaction;,fsaseline'allocations are based on average
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historic conditions. There may be periods when the baseline
quantity is insufficient to meet actual energy needs. A We are
concerned that preserving the differential between Tier 1 and Tier
2 rates for low-income ratepayers will perpetuate the high bills
when monthly consumption exceeds the baseline quantity. This is
the situation which led to ratepayer complaints and necessitated
the realignment of Tier 1/Tier 2 rates in the first place. Thus,
we believe it necessary to discount Tier 2, as well as the Tier 1
rate. ‘ | |

We authorize a LIRA program consisting of a 15% discount
on both Tier 1 and Tier 2 of the residential energy rate. In the
case of utilities which assess a monthly residential customer
charge, the discount will apply to the customer charge as well.
That is because the customer charge collects revenues that would
otherwise be collected through the Tier 1 rate. This discount is
substantial enough to provide a meaningful benefit to low-income
ratepayers, will further the Commission’s goal of maximum
participation among cqualifying ratepayers, and will target the
residential rate subsidy to ratepayers who need it.  The LIRA
program should facilitate the realignment of Tier 1 and Tier 2
rates at the earliest date, thus providing benefits to non-
participant residential ratepayers. It is clear from the enabling
legislation that the LIRA program’s continued existence depends on
the closure of Tier 1 and Tier 2. To ensure that such realignment
will be pursued vigorously, the Commission will examine its
progress in baseline reform in May of 1991, the 30 month deadline
in SB 987. AdjustmentS-to;either'our‘progress in baseline refornm
or the low-income program may be required after such an:
examination. , _ :

This program is simple--simple to understand, simple to
explain, simple to compute» Simplicity'ot‘understanding and
explanation-will.tacilitéte‘outreach:&nd-explahation”by customer

.
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service departments and result in a quick start to this program.
It confers a noticeable bill decrease on participeting customers.

LIRA_Di : 3 paseline Ref

The 15% discount targets a residential rate subsidy to
ratepayers who need it. We intend that the LIRA discount replace
the baseline subsidy inherent in each utility’s existing
Tier 1/Tier 2 rate differential. That is, the LIRA discount is
provided in anticipation of further increases in Tiexr 1 revenues.
Those increases have a special impact on low-income ratepayers. A
greater percentage of low-income customers limit their use to the
baseline gquantity than for all residential,customers, Therefore,
Tier 1 increases would have a disproportionete impact'on low=income
customers. By today’s act;on, we confirm our strong policy to
proceed with baseline reform as needed to address the high bill
problem caused by the Tier 1/Tiex 2 rate differential, and to
ensure that in the very near future the level of the LIRA discount
and the size of the T;er 1/T1er 2 rate dlfferential are essentially
commensurate.

In responding to the direction of SB 987, the Commission
had two goals: to reduce high winter energy »kills and to avoid
excessive bill increases. - D.88=09~027 and D.88~10=-062, the first
two interim opinions in this OII, adopted increases to the Tier 1
rate of less than 1% to 6%, depending on the. operutional and
revenue needs of each utility. No timetable for cont;nued
realignment of Tier 1l/Tier 2 rates was establzshed,” However, the
level of the adopted LIRA discount will cause us to accelerate :the
pace at which further realignment occurs. Utilities and other
parties shall address this issue in pending and upcoming rate
proceedings. |

The 1mp1ementatxon of the LIRA.program for master meter
ratepayers was addressed. in the interim opinion. During the course
ot the tarift workshop ordered by that decision, the role of the.
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master meter ratepayer in the tenant certification process was
questioned. We provide the following clarification.

Master meter customers with submetered tenants must
notify the utility when enrolled tenants move.

Master meter customers are not responsible if a tenant
misrepresents his eligibility to the utility. However, if a master
meter custonmer has good reason to suspect that the tenant is not
eligible, the master meter cﬁstomer‘should but is not regquired to,
50 advise the utility. The utility has the respons;bil;ty of
confirming the tenant’s eligibility.

Finding of Fact 9 on mimeo. page 42 of D.89- 07-062 should
have stated, ”Low-income program rates will not be available to
unnetered ratepayers because their energy bills are bundled.with
their rent and there is no way to enforce a pass through of the
program discount to the consumer.”

3. ZTime—of-Use Discount

Pacific Gas and Electric Company (PG&E), Edison, and San
Diego Gas & Electric Company (SDG&E) offer optional time-of-use
(TOU) metering to residential customers. Within PG&E’s service
area, TOU meters are being installed roughly at the rate of 10,000
a year. Customers must pay a monthly meter charge of $4.40.

Contra Costa County’s (County) recommendation that low=-income
residential TOU ratepayers have the option of either a bill
discount or zero meter charge applied only to PGSE.

The E-7 residential time-of-use schedule includes a
baseline credit. PG&E states that Schedule E-7 should not include
2 LIRA rate because this schedule is voluntary and the customers to
whom it is available would otherwise obtain a LIRA discount on
Schedule E-1. If a low-income ratepayer on E~1 qualifies for E-7
service and believes that the undzscounted TOU rates would be even
more beneficial, then that ratepayer may choose to take serV1ce
under Schedule E-?, accord;ng to PG&E.
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The proposal has the merit of providing a subsidy to low-
income customers at a lower cost to non=-participants than would
otherwise be the case. It allows low-income customers to benefit
substantially in two ways: an equity based waiver of meter charges
and a cost based reduction in bills due to usage patterns. In
addition, as a rate design principle, a customer’s choice should
not be titled toward a less cost-based rate schedule.

| The Assigned Commissioner’s ruling indicated that
assistance to low=income ratepayers should consist at a minimum of
a rate discount and did not preclude consideration of a progran
such as the County’s. The proposal‘has the merit of providing a
potential benefit that exceeds . its cost. The monthly'meter charge
under the E-7 schedule should be waived for low-income customers.
The utility should use reasonable efforts to market this option as
an alternative to the low-income rate discount, particularly where
the cost of the meterx subsidy is less than the rate subsidy.
However, PG&E should not dlvert an excess;ve amount of its
adninistrative budget to this progranm. Since the County was the
proponent of this program, the County will be expected to use the
experience gained during its two-year study to asSist in
implementing this option. Based on the outcome of this trial, we
may. considexr expansion of the low-income resxdentzal TOU option for
other electric utilities.
B. Administxation ,

1. Costs and Accounting

The utilities have proposed administrative budgets
consisting of these elements: general administration,
certification and recertification, verification, outreach, biiling,
and killing changes. A great disparity in administrative costs was
noted in the interim opinion, so a workshop to examine the
differences and the reasons for such differences in administrative
costs was ordered. The respondent utilities were endouragéd to
reach consensus: on the appropriate level of administrative costs.
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Substantial deviations from that level of costs were to be
justified. '

The workshop was held on August 15, 1989. It was chaired
by the Commission Advisory and Compliance Division (CACD) staff.
CACD circulated its draft findings and recommendations to the
respondent utilities on August 18, 1989. Comments on CACD’s draft
and proposed administrative cost budgets, revised to conform with
workshop results, were received from the utilities and DRA on
‘August 23. CACD filed its recommendations concerning the
appropriate level of administrative costs on September 1, 1989 as
directed by the COmm;ssion.

CACD’s primary conclusion is that most differences in
administrative costs can be explained. However, the explanation of
utility-by-utility differences is insufficient to determine what
the appropriate level of administrative costs is. Utilities had
not been using a common definition of incremental administrative
cost. A common definition of incremental cost should be used, at
least until the definition can be refined in the context of a
reasonableness review of LIRA administrative costs.

For purposes of booking‘admiﬁistrative costs to the LIRA
balancing account, incremental costs are defined as costs resulting
from performing incremental activities which would not have been
incurred absent the LIRA program. These incremental costs must be
identifiable in accordance with generally accepted accounting
prihciples and verifiable through generally accepted auditing
standards in order to be considered in any reasonableness review.
Accordingly, each utility should establish a cost code, subaccount,
or other identifier appropriate for its accounting system to
segregate and track the incremental administrative costs for the
LIRA program. Thus, costs which meet this workiﬁg definition of
incremental cost may be booked to the balancing aceount, even
tnough we have not finalized the detinition itselt.
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Administrative costs varied‘widely because utilities do
not treat overhead expense in a uniform manner, some utilities will
contract out for some services, and estimates of customer contact
and participation rates ranged widely. As a result, estimates of
administrative costs per eligible customer ranged for the large
utilities from PG&E’s high of $8.15 to SoCal Gas’ low of $1.40.

The issue of overhead expenses, which most utilities had
not included in their initial showings, was discussed. We find
that labor overheads should be included as an incremental cost
because they are part of a contractual package of employee
compensation which is incurred at an hourly rate. Non-labor
overheads should not be so included because they have not been
shown to be a mandatory incremental expense.

The utilities are expected to incur both start-up or
nonrecurring costs and ongeing or recurring costs during this first
year. These ¢costs must be distinguished in order to determine the
trend for LIRA administrative costs to be consolidated with ggnefal
rate case expenses, and to estimate future year administrative
costs. An appropriate way to incorporate administrative costs inte
base rate revenue requirement in thé-gene:al rate case is to trend
low=income costs less start-up costs. However, at the workshop,
the utilities characterized the difference between startup and
ongoing costs as somewhat arbitrary.

CACD anticipated that administrative budgets, revised in
accordance with the above definition of incremental costs, would
nonetheless vary. It proposed several options for resolving this
matter. We find the most efficient alternative to be the
establishment of a single DRA audit tean to pegtorm reasonableness
reviews for all utilities. This review should be ongoing during
the first year in oxder to establiéh'!&irly'ﬁnitorm ‘practices among
utilities for costs to be boocked as LIRA costs.A The audit team
should present mts recommendatzons in the annual LIRA.revision
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proceeding. This would also assist the utilities to distinguish
nen~recurring from recurring costs. |

CACD has found that a full review of administrative costs
and underlying assumptions is not possible at this time. Under
these circumstances, it is not possible to estimate a reascnable
administrative budget for the LIRA for each utility.
Administrative budgets cannot be guaranteed rate recovery until
they are found to be reasonable. Thus, the utilities should book
their administrative expenses to the LIRA balancing account
established in the interim opinion. However, unlike the
residential rate shortfall, administrative costs must be reviewed
for reasonableness before they may be recovered in.ratos- Booked:
costs will be reviewed to ascertain whether they are indeed
inecremental or had been provided for in the utility’s base rates.

2. Qutreach and Application Process

We have previously addressed the issue of LIRA outreach.
However, we indicated that more precise requirements for customer
notice would be provided in this decision. Indeed, many questions
concerning outreach were raised at the both the workshop on
administrative costs and the Augqust 14, 1989 workshop on LIRA
tariff un;formxty, also chaired by CACD. This opinieon resolves
those issues. ‘

All respondent utilities sholl make the availability of
the LIRA program known with each request for utility sexvice, as
SeCal Gas, SDG&E, and PG&E have proposed to do. This is a cost-
effective way to notify ratepayers. Many of these ratepayers will
be new to the utility’s service territory, and will not have
received any notice of the program via the bill insert..

The interim opinion had required the bill notice to
include a form ”...which could be returned with bill payment’ to
apply for the program..."' This enables the: ratepayer to apply for
the LIRA rate at the same time as he pays his utility bill. oOur
intent was to make it convenient to‘apply for tho LIRA.rate- It

".




1.88=07-009 ALJ/ECL/W.m Www*

the utility provided an application in the form of a postage paid
self-mailer with the monthly bill, that application would be as
convenient as the application returned with payment. A utility may
offer this alternative if it is less costly than the former means
of collecting application forms.

It was. noted that the utilities’ initial bill notices are .
in English only. Notices were not ordered in otherllanguages
because it was assumed that the utilities are aware of the language
needs of their own ratepayers, and that multilingual bill notices
would be printed. We agree with workshop participants that
maltilingual notices should be issued during the billing cycle
which begins immediately after December 1, 1989. Thereafter, LIRA
bill notices shall be multilingual.' '

As part of the monitoringfprogram~ordered-by the interim
opinion, the utilities are to show how minority and non-English
speaking ratepayers are appropriately represented among LIRA
participants. Some of the utilities proposed at the workshop that
the LIRA application request optional age and racial information.
This is unacceptable to the Commission. A request for racial
information on an appl;cation for benefits conferred on the basis
of income, whether optional or not, is irrelevant to the issue of
eligibility at best. At worse, it intimidates applicants, is a
deterrent and is an invasion of privacy. The same can be said for
age information. The Commission should not condone this practice.
Moréover, no reliable conclusion can be dtawn from data culled from
optional responses, particularly since during the course of the
evidentiary hearings, the utilities repeated that demographic
information on their ratepayers was not available. The better way
to collect information responsive to the Commission’s expressed
concern is for the utilities to conduct a demographic survey of
their entire ratepayer population, and to collate data on LIRA
part;c;pants out of that’ pool of responses. However, we. are not
orderlng such a comprehensive survey at this- ttme. '
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It was proposed at the workshop that ratepayers be
required to provide their social security numbers on their LIRA
application form. The interim opinion authorized utilities to
draft application forms substantially similar to the one Edison
introduced in its testimony. It dces not request a social security
number. Provision of one’s social security number is not a
prerequisite for utility service. The requirement that LIRA
applicants provide their social secﬁrityfnumbers'wasjnever
mentioned on the record. Utilities are to conform with the interim
order.

The following miscellaneous observations clarify oux
intent on issues raised at the CACD-chaired workshop, or are
necessitated by today’s adcptibh of benefit levels:

We note that only PG&E and PP&L, if PP&L has concluded an
agreement with Department of Economic Opportunity (DEQ), are
authorized to use a two-step application process.. _

The interim‘opinion had authorized the expenditure of
$1.00 per eligible customer,:br certification by-DEo.‘ PG&E
currently estimates $1.67 maximum average unit cost for processing
applications beyond the first two months of the LIRA program.

This revision is incoxporated in the utilities’ proposed
administrative budgets, listed in Appendix A. |
c. Implementation of LIRA Rate -

1. LIRA Taxiff

The LIRA rate shall be 85% of the respondent utilities”
residential rates in effect on November 1, 1989, becoming effective
on November 1, 1989. The LIRA rate will be revised each time the
main residential energy rate of a respondent utility is changed so
that the LIRA rate is maintained at 85% of the main residential
rate. That rate includes Tier 1 and Tier 2 rates as well as any
applicable monthly customexr charge.

The discounted LIRA rate can be calculated today.
However, the LIRA rate is subject to change as residential rates
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change as a result of pending Energy Clause Adjustment Clause
(ECAC) and Annual Cost Allocation Proceeding (ACAP) decisions.

A separate LIRA tariff schedule with special conditions
of service will make LIRA eligibility criteria clear and aid in
. enforcement:; expedite revisions‘to~the LIRA program and the LIRA
rate; and help each utility track the number of its ratepayers on
the LIRA schedule.

We detail the terms of the advice letter filing ordered
in the interim opinion as follows: Each of the respondent
utilities will file by advice lettexr, effective September 17, 1989,
tariff sheets setting forth the LIRA rate and conditions of service
under a separate LIRA schedulevingartorm similar to that proposed
by Edison. Revised pages will be drafted for the submeter
schedules, PG&E’s E-7 schedule, and in the appropriate tariff to
provide the LIRA rate to baseline medical allowances. Each utility
will also prepare an applicat;on form and a list of detailed: |
procedures to be used by the utility in soliciting and processing
ratepayer applications for the LIRA rate. These will be(subm;tted
to the CACD staff for review and approval. The proposed form of
ratepayer notice will likewise be submitted to the Commission’s
Public Advisor. '

A low-income allowance will be made for qualified
ratepayers on PG&E’S TOU schedule. The monthly meter service
charge, currently $4.40, will be waived. These revenues will be
recovered along with other LIRA program ¢osts. cContra Costa County
was the proponent of this form of low-income assistance. Its
recommendation was based on a study where customer education was
largely handled by the County. PG&E will not be required to
publicize the availability of TOU meters and the waiver of the
monthly meter charge in its LIRA customer information.. That would
most likely create customer confusion and a greater administrative
burden than necessary to get otherwxse qualzried ratepayers on the
'LIRA program. However, the LIRA waiver ot monthly'meter charge
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must be disclosed to all applicants for residential TOU service.
The participation rate in the LIRA 70U option will be reviewed in
the LIRA revision proceeding, and improvements in customer notice
will be ordered if necessary.

2. Calculation and collection of LIRA Surcharge

The respondent utilities are authorized to collect LIRA
costs through a surcharge. LIRA program costs include the rate
discount, administrative costs, and an allowance for franchise fees
and uncollectibles on administrative costs. Due to the incremental
nature of the LIRA progran a:’this‘time, LIRA administrative-costs
increase revenue requirement. An allowance for franchise fees and
uncollectibles should be included in the LIRA surcharge to recover
this incremental increase in revenue requirement.

_ The actual surcharge to collect forecasted LIRA costs
will be calculated in the utilities’ upcoming rate change
proceedings. The necessary billing.determinants and changes in the
residential rate will be adopted in those proceedings. Appendix A
to this decision lists LIRA rates, forecasted sales, administrative
budgets, proceedings with which to coordinate, and other factors to
be used in calculating the LIRA surcharge. Appendix A includes the
utilities’ estimates or'first‘year_administrative'expenses plus
other elements of the surcharge which appear in the record. Also,
Appendix A lists the proceedings which will yield each utility’s
rate changes. ' '

Following calculation of the LIRA surcharge in the rate
change proceedings listed in Appendix A, each respondent utility
should file by advice letter a tariff establishing a LIRA surcharge
to recover the cost of the LIRA program, consistent with the ternms
of this order. <

The LIRA surcharge is the forecast of LIRA costs divided
by the forecast volume of non-exempt sales of electricity, or the
forecast volume of non-exempt transported gas, as discussed below.
The ‘surcharge shall be collected en’ all non-exempt sales of
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electricity and all non-exempt transportation of natural gas
commencing with the next utility rate decision for which notice has
been provxded ratepayers pursuant to Public Utilities (PU) Code

§ 454. Revenues from the surcharge shall be booked to the LIRA
balancing account, which was authorized‘in the interim opinion, to
offset LIRA costs. - :

The LIRA surcharge shall be 1nc1uded in non-exempt rates.
Our experience has shown that energy ratepayers are frequently
confused or irxitated with the itemization of surcharges which
excessively complicate the bill and lead to additional and costly
inquiries to customer service representatives. However, we believe
that there is a need in this program to inform non-participating
ratepayers what they are contributing.to this program. Thus, we
regquest the utilities and DRA, in workshops chaired by CACD, to
discuss methods for informing non-participants of the cost of this
program. '

3., Revisions to LIRA Rate and Suxcharge
_ Revisions to the LIRA rate and surcharge will occur
annually in the preceeding wherein the utility’s residential rate
is revised. In the case of the large energy'utilmties, this would
be the ECAC or ACAP proceeding. In the case of the smaller
utilities, this would be the attrition or other cost offset
proceeding.

Revision of the LIRA surcharge will take into account
changes in ratepayer participation levels, residential rates,
baseline allowances, averaée Tier 1 and Tier 2 usage, numbers of
eligible households, sales forecasts and other factors. We note
that the ULTS eligibility criteria are revised in February of each
year, when the federal price index is revised. "LIRA eligibility
eriteria should also change each February to. maxntain consistency
with the ULTS criteria. Any difterence between surcharge revenues
and actual LIRA.program costs wnll be reconczled\in the annual LIRA
revision proceeding. '

o ,
. g
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D. Cost Recovery

The interim opinicn authorized balancing account recovery
for all LIRA benefits and administrative costs. Respondent
utilities were authorized to book actual prcgram expenses and
actual revenues received under the LIRA program. The balance in
the LIRA account will be amortized in the LIRA surcharge -as part of
the LIRA rate revision. Because we have provided for balancing
account treatment no .revenue requmrement is adopted in tnis
deczsion.

Since we cannot find that the utilities’ proposed
administrative hudgets are reasonable, the utilities are not
guaranteed recovery of all booked administrative expenses.
Estimates of administrative cost incorporated in the surcharge
pursuant to Appendix A are nonetheless subject to reasonableness
review. Once the reasonable level of recurring LIRA administrative
costs has been established in a LIRA revision proceeding, those
costs should be trended and incorporated in the utility’s base
rates. Coincident with each utility’s general rate case cycle, the
utility should propese to include the cost of administering the
LIRA program in its administrative and general expense.

LIRA costs will be collected on a volumetric rather than
on a flat-customer charge basis. This methed was favored by DRA,
TURN, and all utilities except Socal. A volumetric: charge is more
consistent with SB 987, which requ;red that program costs not be
borne by a single ratepayer class.

‘It is possible to collect the LIRA surcharge for gas
utilities on volumes of either gas so0ld or gas transported by the
utilities. While PG&E favored a charge based on throughput, SDG&E
would impose the charge only on gas sold. There are good arguments
to support both positions. A transport-based rate would affect
non-core transportation customers who are not.already exempt
because of their VEG, cegen, or wholesale status., It was mentioned
that this incremental surcharge could lead to bypass or the utility ‘
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system by transportation customers. However, a sales based
surcharge would be higher than one based on transportation volumes.
If this higher rate were imposed on all utility sales, non=-core
customers may react by procuring their own gas supplies. This
sales bypass would result in the core customers shouldering most,
if not all, of the LIRA program costs. We have decided against
this scenario. Moreover, consietent‘with.our decisions
restructur;ng the gas- industry, PG&E’5 ‘coxe and Tnon=-core portfolio
rates reflect only the costs of gas supplies. There:ore, LIRA
surcharges for the gas utmlities should be assessed on transported
volumes of gas. : : '

The following customer classes will be exempted from the
LIRA surcharge: existing special contracts which state a specific
rate, utility electric generation (UEG) gas customers, cogeneration
gas customers, wholesale gas and electric customers; and ‘enhanced
©il recovery (EOR) gas customers. These customers are exempted
from funding the LIRA program because of special circumstances,
such as contractual obligations of the utility, the potential for
double paying, or statutory requirements. Low-income sales will
also be exempt because the LIRA program will’discount_such usage.
Street lighting will also be exempt because such service is
ultimately paid for by taxpayers, who will already contribute to
the LIRA program as ratepayers. ’

The interim opinion provided that LIRA administrative
costs will be allocated between gas and electric operations in the
same proportion as gas and electric program discounts, but did not
specifty where that allocation should occur. Allocation should
occur in the ECAC proceedings of the combined utilities. An
allowance for franchise fees and uncollectibles will be made after
the allocation of administrative costs occurs.

Most of the parties recommend allocation of electric LIRA
program costs on a- cents per—kWh basis. SDG&E. advocated allocat;on
based on. Equal Percentage of Marginal COst (EPMC). The,EPMQ -
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methodelogy is not appropriate because it assumes that every cost
has a functionality that allows its incurrence to be attributed to
a class of ratepayers. Moreover, allocation on a per kWh basis is
more consistent with the goal of minimizing the buxden on any one

class of ratepayers. Therefore, costs of the electric LIRA progran
should be collected on an equal cents per-kwh basis. '

E. Meonitoring _

The interim opinion requireslthe respondent utilities to
cooperate with CACD in its annual monitoring of the LIRA program.
Given the results of the workshop ordered by the interim opinion,
CACD’s monitoring role should include evaluation of administrative
cost expenditures and the reasonableness of utility effort in view
of the ratepayer participation rates achieved. CACD. should,also
evaluate the possibility of joint outreach with telephone
utilities.

Findings of Fact
1. Assistance to low-income energy ratepayers is best

provided through a 15% discount to both the Tier 1 and Tier 2
rates, as well as any applicable monthly residential customer
charge, within the residential rate schedule because this will
confer a meaningful level of benefits to the class of ratepayers
which has been targeted for rate subsidy, will encourage
participation by eligiblefratepayers} and will enable realignment
of Tier 1/Tier 2 rates to proceed in an equitable manner, and at an |
accelerated pace.

2. Tier 2, as well as Tier 1, rates should be discounted by
15% in order to avoid the disparity between these two rates which
led to the hzgh-bill problems necessitating baseline reform in the
first place.

3. A LIRA program should be available to qualiryxng low=~
income enexgy ratepayers. :

4. The 15% discount on res;dential rates is the most
reasonable way of providing assistance to 1ow-1ncome ratepayers at
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this time because it targets a substantial portion of baseline
benefits to low-income customers, provides a significant, rather
than symbolic, level of benefits, and is cost-effective in
ninimizing administrative overhead.

5. The DRA’s RAR method is the most reasonable means of
calculating the impact of baseline reform on low-income ratepayers
because it best isolates and quantifies the difference in Tier 1
rates which result from the flattening the Tier 1/Tier 2
differential.

6. LIRA rates will not bhe available to unmetered consumers
because their energy bills are bundled with their xent and there is
no way to enforce a paSS-through of the LIRA.discount to the
consumer. ‘

7. Contra Costa County’s proposal to-exempt qualifying low-
income ratepayers from the monthly meter charge for residential TOU
rates is a reasonable way of leveraging costs to non-participants
to provide greater potential benetits to low-income ratepayers and
should be adopted for PG&E.

8. Eligibility criteria for the LIRA program will change at
the same time as revisions to-ULTswcriteria,are ordered by the
Commission.

9. Utilities should. notify their custoners of the LIRA
program as approved today in English and in other langquages as
appropriate to their ratepayer population via bill notice issued in
the billing cycle immediately following December 1, 1989. The
electric and combined utilities should circulate the multilingual
bill notice during the bill cycle commencing two months before the
summer peak. All utilities should advise each applicant for
utlllty sexvice of the availability of the LIRA rate, as this will
noti!y those who have not been notified through the bill notice.

. 120. The interim opinion described an appropriate application
form. The utilities should not request inzormation, whether
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optional or not, which was not sought by the approved application
form.

11. LIRA program ¢osts consist of LIRA benefits, defined as
the difference between the main residential rate and the LIRA rate
times LIRA rate consumption, LIRA administrative cost, and an
allowance for franchise fees and uncollectibles on LIRA~
administrative cost. |

12. The utilities should forecast a LIRA cost for the first
year based on factors shown in Appendix A and using rates resulting
from the next rate change decision.

~.13. A LIRA surcharge shall be authorized in the next utility
rate change decision for which notice bas been provided to
ratepayers pursuant te PU Code § 454. The LIRA surcharge is the
forecast of LIRA costs divided by the forecast volume of non-exempt
sales of electricity, or the forecast volume of non-exenpt
transported gas, as the case may be. The surcharge shall be
collected on all non-exempt sales of'électricity and all non—exehpt
transportation of natural gas. Revenues from the surcharge shall
be booked to the LIRA balancing acecount to offset LIRA costs. The
allocation of LIRA administrative costs between gas and electric
customers shall be on the basis of aggregate electric versus gas
LIRA rate discounts (LIRA discount x LIRA sales).

14. The following customer classes should be exempt from the
LIRA surcharge: existing special contracts which state a specific
rate, utility.electric'generatioh (VEG) gas customers, cogeneration
gas customers, wholesale gas and electric customers, and enhanced
oil recovery (EOR) gas customers, street lighting electric
customers, and low-income sales.

15. The LIRA rate should be adjusted whenever rates are
changed'so that the LIRA rate is maintained at 85% of the main
residential rate. The discount should apply'tolrier 1 and Tier 2

rates-as well as to any‘applicable monthly residential customer
charge. S
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16. The LIRA surcharge should be adjusted annually in the
proceeding wherein energy or fuel costs are offset, or in an
attrition proceedinyg, or other proceeding whereby residential rates
are revised. Overcollections or undercollections should be
amortized prospectively through the updated LIRA surcharge. The
surcharge should be based on the determinants established in the
relevant revision proceeding. Revisions to the LIRA surcharge
should take into account changes in rate changes, ratepayer
participation levels, realignment of the Tier 1 and Tier 2 rates,
baseline allowances, average usage, nunbers of eligible households,
and other factors likely to affect the amount of rate subsidy.

17. The cost per non-participant was estimated under various
scenarios in the utilities’ responses to the ALJ’s data request.
Given the most liberal assumptions, costs to non-participants do
not appear to be unreasonable. _

18. Since the impact on non-participant ratepayers cannot be
predicted, there is no basis for any cost cap at this time. '

19. LIRA surcharges for the gas utilities should be assessed
on transported volumes of gas on a. cents-per-therm basis.

20. The costs of the electric LIRA program should be
collected on an equal cents per=-kKwh basis.

21. A reasonable level of adm;nmstratzve costs cannot be
established at this time. The utilities are authorized to use
their proposed administrative budgets to establish the rirst-year's
surcharge, but administrative costs booked to the LIRA account are
subject to reasonableness review in the LIRA revision proceeding.

22. LIRA administrative costs increase the utility’s revenue
requirement. An allowance for franchise fees and uncellectibles
should be made on this revenue requirement increase.

23. The most effective means of establishing the
reasconableness of LIRA administrative budgets is to establish a
single DRA audit team, ongoing during the first year, to perform
reasonableness reviews for all utilities. Thisfwillfassist in
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establishing an ongoing budget of administratzve costs to be
included in each utility’s base rates, as well.

24. The Commission’s progress in retorming the baseline
program, and in the adopted low-income program, will be reviewed by
the Commission in May of 1991.
conclusions of Xaw.

1. A rate discount must confer a substantial benefit on
ratepayers in order to constitute a program of assistance.

2. The fact that SB 987 both elinminated the 85% of SAR limit
on Tier 1 rates and mandated a program Of assistance to low-income
ratepayers does not limit the level of benefits to that which does
no more. than mitigate the increase in Tier 1 rates experienced by
lew-income custoners.

3. A 15% discount on the main residential rate is a
reasonable benefit to low-income customers. Realignment of the
Tier 1/Tier 2 differential should de pursued so that the benefit
level)l of the LIRA discount is commensurate with the impact of such
real;gnment. ’ .

4. Protection of low-inceme ratepayers against increases in

Tier 1 rates due to residential rate realzgnment is consistent with
PU Code § 739.

- EINAL_ORDER

IT IS ORDERED that:

1. Within 10 days of the effective date of this order, the
respondent utilities shall amend the tariffs ordered by
D.89-07-062, (interim opinion) by advice letter to provide a low-
income rate assistance (LIRA) rate consistent with the terms of
this oxrder. The LIRA rate shall be 85% of the main residential
rate and shall be offered in a tarife separate from the main

residential tar;ft. The L:RA rate shall be ezzective November 1,
1989- , :
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2. Within 10 days of the effective date of this decision,
Pacific Gas and Electric¢ Company (PG&E) shall amend its residential
Time-of-Use tariff by advice letter to provide for waiver of the
monthly meter charge for qualifying low~income residential
customers. The advice letter shall become effective November 1,
1989. | .

3. Within 30 days of the effective date of this decision,
the respondent utilities and DRA shall meet in a workshop to be
convened by CACD to explore methods for notifying non-participating
ratepayers of their contribution to the low-income program. CACD
will report to the Commission on the outcome of the workshop and
include a recommendation.

4. The second sentence of Finding of Fact 9 of D.89~-07-062
is modified to state:

7., . . Low=income program rates will not be
available to unmetered consumers bhecause their
enexrgy bills are bundled with their rent and
there is no way to enforce a pass through of
the program discount to the consumer.”

5. Beginning with the bill notice to be issued during the
billing cycle beginning after December 1, 1989, the bill notice
ordered in D.89-07-062, Ordering Paragraph 3, and explained or
modified in the text of this decision, shall be multilingual in
accordance with the language needs of each utility’s res;dential
ratepayer population. The pill notices are subject to approval of
the Commission’s Public Advisor. _

6. Pacific Power and Light (PP&L) is authorized éo-process
applications through the Department of Economic Opportunity so long
as the utility can place the applicant on the program schedule
within one billing cycle from the date of the application.

7. Only PG&E and PP&L are authorized to use a two-step LIRA
application process, and their results aze subject to the review
provided in D.89- 07—062, Ordering Paragraph 6- L g
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8. The respondent utilities are authorized to recover the
reasonable costs of the LIRA program from all ratepayers, except
for the following: LIRA program participants, those special
contracts which state a negotiated price and were executed prior to
September 7, 1989, specific rate, utility electric generation gas
customers, cogeneration gas customers, wholesale gas and electric
customers, and enhanced oil recovery customers, and street lighting
customers. ‘ :

9. Following calculation of the LIRA surcharge in the
relevant rate change proceedings listed in Appendix A, each
respondent utility shall file by advice letter a tariff’
establishing a LIRA surcharge to recover the cost of the LIRA
program, consistent with the terms of this order. The surcharge
shall be calculated using the factors contained in Appendix A. It
will be established using the determinants resulting from rate
change proceedings listed in that Appendix. The surcharge will be
included in the rates of ratepayers not exempted by ofdéring
Paragraph 7, above.

10. Revisions of the LIRA rate, the LIRA surcharge,
amortization of the LIRA balancing account, and review of the LIRA
program will occur annually in the utility’s Energy Cost Adjustment
Clause, Annual Cost Adjustment Proceeding, attrition, or other
proceeding where residential rates are changed, as indicated in
Appendix A. The first LIRA revision and reasonableness review of
administrative costs shall occur in the proceedings by wh;ch rates
effective on January 1, 1991 are determined.

11. LIRA program administrative costs shall be recovered in
the utilities’ base rates, rather than in the LIRA surcharge, in
the general rate case followang at least one reasonableness review
of LIRA admin;strative costs in the LIRA.revision proceeding.
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12. Commission Advisory and Compliance Division monitoring of
the LIRA program, ordered in D.89=07=-062, shall include a
comparison of administrative costs and participation rates among
utilities, and a recommendation of any necessary program
modifications. - .
‘This order is effective today.
batedﬂSeptemberj7, 1989;‘atf$dﬁ Franciqco, California.

G. MITCHELL WILK
. President-
FREDERICK R. DUDA
| - . , STANLEY W. HULETT
I will file a written JOHN B. OHANIAN

concurring opinion. , PATRICIA M. ECKERT

) _ : - commissioners

/S/ JOHN B. OHANIAN R
s . . Commissioner -

| CERTTIFY, THAT, THIS DECISION. "
WAS APPROVEDIBY,THE ‘ABOVE',
COMPMSSIONERSS ro

.
ul\gteann .
- Y -z."
L e

WESLEY FRAKKER:
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JOHN B. OHANIAN, Commissioner, Concurring:

Althbugh I do not believe that utility ratepayers should
be used as ”deep pockets” sources of revenue for social welfare
programs, I do-understéndvthat the Commission must comply with
the mandates of Senate Bill 987, and the level of benefits to
low-income ratepayers must be meaningful.

In nmy opinion the initial level of benefits should be
10% of residential bills, rather than 15%. Our own Division of
Ratepayer Advocates recommended an initial benefit level based on
10% for most utilities, and the DRA represents the balanced
interests of all ratepayers, including businesses and farmers,
not only residential or low-income customers.

Inverted residential rates provxde conservation signals,
and those rates apply to all residential customers, whereas the
LIRA pProgram applies to only a few. The mismatch of target
groups indicates the need for cautioen in trad;ng Off LIRA and
inverted rate benefits. :

I am supporting the order because on the whole it
complies with legislative requirements. I would have preferred
to start with a 10% subsidy to low-income customers, then
accumulate solid data on usage patterns and review our
residential rate design intentions before ¢ommitting to either
elimination of baseline rates, a higher level of LIRA benefits or
more innovative responseS-such‘as residential efficiency
incentives, seasonal rates, uniform payment inqéntives;,etc.

John B. Obanian, Commiss

September 7, 1989
San Francisco, California
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cacd/s1rs APPiHDIK A

~ ADOPTED LOJ- TNCOME RATE ASSISiuce PROGRAN ntnﬂus

DISCOMT RATES REVENVE IEWIIEN‘EII m SURCHARGE ELEMENTS 1/

vt

srzsrrszssssssssssssssesssianas
Electeic utilities

pacific Gas & Electric

Pacific Power & Light

San Diego €as & Electric
Sierrs Packfic Pover Co.
southern Cslifornts Edison Co.
Southern Californla Vater €o,

:::2:3::8::::’2::33

Gas utilities

C.P. National (aéedlés)

€.P. Mational (5. Leke Tshoe)
pacific Gas & Electeic

$a Dlego €as & Electele &7

Southern €alifornia Gas @:o. &

Southwest €as Co. (Mojave)

Southwest Gas Co. ($lerra)

CUSTOMER

THER 1

CRARGE 2/ RATE
(smonm (sruun) (SAMIY
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(b}

0.05900
$1.70  0.05583
0.06928
$1.70  0.05856
0.67185
0.06203

ee

-k

$2.55

{Bear Yalley Electri¢ Oistefct)

0.579268
0.38033
0.37554
0.39709
0.31174

®.n
$4.70

5+ 0.81074%

neR 0

AGRIN -
BUDGES

iSIlM!EO [

ADOPTED

- FIRST YEAR

0.03539

OF ELISIBLE
~ CUSTOMERS

RATE
4 PARTLICEPATION
1$3] RATE

() {e) )

)
719,908
6,467

205,000

“.(%,m
857,406
$5¢3,961

$15,760
$1,853,30

0.10828
0.06954
0.10655
0.08823
0.10950

$0.0%
30.0%
25.0%
25.0%
35.0%

£9.6X -
49.6%
$0.0%
30.0%

0.74452
0.47558
609,438
135,000

1,200,373
10,000 .

$1,961,332
$1568,039

0.21573
0.71144

0.6538% $2,451,355 25.0%
s’¢o,o¢'s

$10,131

38.3%

sTrrizrzzsssraTmEzicz

LOV- INCOME
D1SCaMT
SALES
(thy/xwh)

(9)

§0.0% 1,483,612,108

33,896,112
318,249,371
9,183,212

1,017,442,379

3,475,925

PROCEEDING
TO ESTABLESH
SURCRARGE

)

A.88-12-005
GRC

Next ECAC
Next ECAC
A.B9-05-084
$tepped rate

- ECAC

P!OC(EOIHG
10 UPOATE
SURCRARGE 3[

11}

£CAC
Atteition

£CAC
ECAC

Stepped rate
tiling .

61,079  SAUPGEA SAM/PELA

1,163,014
19,190,422
15,800,734
184,835,415
2,435,880

SAN/PGCA
A.85-08-02¢
A.89-05-008
A.8%-04-021
Attrition

Attrition

1/ Reverwe reqtﬂre-ent equals schinfstcative buiget plus franchise fee and uncollectible (H&U) allowsnce plus low-income discounts.
The adninisteative budgets shown hede do not include a FFAU allowance, and aie to be used solely

for establishing an initial surcharge.

Low- income discoints équal the smount of

the discount fof rates in columd (8) to (c) multiplied by the respectivé units ‘of forecast salés,

27 The 15X discount 6h the monthly ¢ustomer charge has been rounded to the nearest five cents,
3/ thé surcharge Is to be updated on an arvwal basis. :

-The #irst Surcharge update .

will oécur in the proceedmgs by which fates effective in Jarwary 199) are .

determined, although some proceedmgs nay result in cate changes priof to 1991,
¢/ Southein Callfornts Gas and SDGEE ACAP rates are expécleéd to be effective Woveober I
This exactly coincides with establishment of a LIRA rate.

wilt be updated at that time.

1989.
Rates shown in this appendu

SAN/PEEA
Acnp

ALAP

ACAP
Attrition

Atteition

TFSTITTETTTTXESS

SoCal Gas rate is stated in cents per day.
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JOHN B. OHANIAN, Commissionmer, Concurring:

Although I do not believe that utility ratepayers should
be used as ”deep pockets” sources of revenue for social welfare
programs, I do understand that the Commission must comply with
the mandates of Senate Bill 987, and the level of benefits to
low-income ratepayers must be meaningtul.

In my opinion the initial level of benefits should be
10% of residential bills, rather than 15%. Ouxr own Division of
Ratepayer Advocates recommended an initial benefit level based on
10% for most utilities, and the DRA represents the balanced.
interests of all ratepayers, including businesses and farmers,
not only residential or low-income customers.

Inverted residential rates provide conservatien signals,
and those rates apply to all residential customers, whereas the
LIRA program applies to only a few. The mismatch of target
groups indicates the need for caution in trading off LIRA and
inverted rate benefits.

I am supporting the order because on the whole it
complies with legislative requirements. I would have preferred
to start with a 10% subsidy to low-income customers, then
accumulate solid data on usage patterns and review our
residential rate design intentions before comm;tt;ng to either
elimination of baseline rates, a higher level of LIRA benezxts or
more 1nnovative responses such as. residential efrlczency
1ncentives, seasonal rates, unlform.payment 1ncentives, ete.

As/‘JohngB; Ohanian
John B. Ohanian, Commissioner

‘September 7, 1989
- San Francisco, California
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rates, including baseline rates,
of Callrornia energy utilities.
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Minick, Attorney At law, for Southern
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Attorney at Law, for Towardg
Utility Rate Normalization, interested party.
Judith Allen, Atfornmey at Law, for the Division
. of Ra.tepayer Advocates.' o
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I. Intxeoduction

A.  Summaxy _ .

This opinion concludes the Commission’s proceeding o
comply with the recquirements of Senate Bill (SB) 987, which amended
Public Utilities (PU) Code § 739. PU Code § 739 mandates that a
baseline quantity of energy be priced below thé-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 realigned the rates applicable
to baseline volumes, the “Tier 1 rate,” and the rates'applicable o
volumes in excess of the baeellne quantity, the “Tier 2 rate,” of
the energy utilities last year. This was done in order to reduce
rates charged .for usage over baseline'quanti*ies by the statutory
deadline of Novenber L, 1988.l By this order, the COmma sion
further complies with SB 987 by establishing a progran of
assistance to low-income electric and gas customers. rn;e prog*aﬂ
is ;n addition to direct assistance programs such as REACH and
SAFE. Those programs addrese ser;ous low-lncome ratepayer ‘needs,

nd utilities are enccuraged to contmnue d;rect ass;szancc
programs.‘_ - RO E : 5

1 Realignment was ordered in D.88-09-027 (Stipulation re: rates
of Southern California Edison (Edison) approved) and D.88-10-062
(Realignment of Rates Orxdered for Pacific Gas and Electric Company
(PG&E) , Pacific Power and nght Company (PP&L) , Sierra Pacific
Power Company (Sierra Pacific), CP National, Southern California
Gas Company (SoCal), San Diego Gas & Electr;c (SDG&E) , and
Southwest Gas Company) (SW Gas). The rates of Southern California
water. Company (Bear Valley Electrmc) were addressed in that
‘ company s general rate case.
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Summary

This concludes the Commission’s proceeding to comply with
the recuirements of Senate Bill (SB) 987. e authorize a low=-
income ratepayer assistance (LIRA) program/consisting of a 15%
disecount on rates for ratepayers who qualAify under the income -
criteria for Universal Lifeline Telephoye Service (ULTS). The LIRA
discount will apply'to-uSage under bothh Tiexr 1 and Tier 2 rates as
well as to any applicable monthly regidential customer charge.
The resultant difference in residenyfial revenues will be collected
from all other ratepayers, except for those under existing special
contracts which state a specific/rate, utility electric generation
gas customers (UEG), cogeneratifn gas customers (éogen), wvholesale
gas and electric customers, - enhanced oil recovery gas
customers. By Decision (D.)/89-07-062 issued on July 19, 1989 (the
interim opinion), we adopted the ULTS eligibility criteria and
authorized balancing accouyhit treatment of program costs £or
ratemaking purposes. A yethod for reviewing ratepayer eligibility
was also approved. The/respondents were ordered to file a tariff
to provide a low-incomé program consistent with the interim order
so that eligible ratepayers could be placed on the LIRA schedule
pending this order./ This final opinion establishes the rate for
each utility’s LI _schedule.

Positighs of the parties on all issues, including those
resolved today, MWexre set forth in the interim opinion and will not
be repeated heye. Comments of the parties on the administrative

claritzca on here.~ Other commants, which merely-reargue the f




I.88-07=~009 ALJ/ECL/vAl *

The Commission’s Low Income Baseline Rate Assistance
(LIBRA) program will consist of a discount on the Tier 1 rate
(baseline quantity) paid by low-income customers. The initial
progran is desxgned to confer a 15« discount off the customer’s
total bill, assum;ng the customer uses average baseline and tetal
quantities. Many low-income customers use less than average and
will receive greater than a 15% d;scount. Low—income custoners who
use considerably more than average will receive less than 15%, prs
will also receive the benefits of rate rcallgnment. In additien,
the’ baselzne dlscount provides a dlscount greater than-15% off
higher winter gas bills, and less than 15% Off lower summer gas
pills. « :

Since the. dmscount is appl;ed £o the baseline rate, the
vast majority of low-income customers who- use less than baselin
allowances will receive a ‘discount: greater than 15%. In addition
to conferring a significant and meanxngful benezmt on low-lncome
customers, this discount is dos;gned te protec* low=use, low=-incone
customers from the ongoing impact of rate real;gnment. All parties
' to this proceeding recommended that asslstance be through the
baseline rate, in rccognlt;on of the impacts of rat o real;gnmon..
Low-use customers would clearly be the ones most adversely affected
by increases in the baseline rate that result fron realignment.

Some high-use, low-income customers would receive less
than a 15% discount on their bill, since the discount only applies
to baseline rates. Although we are concerned about custeomer
perception, our concern is mitigated by two factors. All high-use
customers will receive the benmefit of rate realignment on the
Tiexr 2 rates they pay. Furthermore, this program‘al;ows utilities
to identify high-use, low-income customers %o give those customers
an opportunity to»participate in weatherization programs. Such
customers can then effect permanent reductions in their bills.

Average electrmc bills tend to be stable on a seasonal
basis; Wznter average gas pills are about double those durmng the
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positions of the parties, are accorded no weight consistent
Rule 77.3.

A. Benefit Ievel
1. LIBA Rate

SB 987 charged the Commission with esyablishing a program
of assistance to low-income electric and gas olstomers. The
legislation does not specify the amount or et.by'which,
assistance should be given, nor does it define ”“low income.” This
mandate coincided with the grant of greatér flexikility in pricing
the baseline quantity of service. The ytilities have reasonably
assumed that a low-income assistance pfogram should offset the
effects of baseline realignment, as fhe increase in Tier 1 rates
above 85% of system average rate ig/called, on low-income
ratepayers. While we do not choogle to accept the utilities’
aréuments here, we do recognize t a low~income program would not
exist without the need to reform the baseline program. Thus,

igsion is in the midst of, and the

While the utiliyies would limit the amount of assistance
to offset exactly the effects of baseline realignment, the
legislation does not refuire such a limit. Some of the utilities
refer to the Commissign’s evolving policy of aligning rates with
cost, and object that a rate discount in excess of actual
realignment is not ost-based. However, the task of protecting
low-income ratepayers from the rate increases that accompany
paseline reform equires that those ratepayers be actually
insulated from fthe rate increases; The offer of a rate discount is
inadequate if /the ratepayers have not signed up for the discount

when Tier 1 ates-are increased due to-realignment. This means
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summer. The baseline discount provides 2 higher discount in dollar
and percentage terms during the winter for gas customers. A
discount that reduces higher bills is likely to provide assistance
when low-income customers need it more. Although this departs from
a straight discount, the outcome is'desirable.

Qur initial program is based on the 15% of average bhill
method. To provide longer term protection from substantial
realignment, the benefit from the Division of Ratepayer Advocates
(DRA) Residential Average Rate (RAR) method will be used when iz
confers a higher benefit level.

Because of further reallgnment, we belive it iz necessary
to implement low-income assistance through the baseline rate at¢
this time. Utilities and other perties are encouraged to propose
innovative programs that reflect the extent of real ignment and the
experlence gained as a result of this program for the Commiszion’s
overall review of the LIBRA program in three years. Propesals made
by parties teo this proceeding were generally narreow in scope,.
apparently reflecting the belief that rate reallgnmeﬂt was the
dommnant issve with respect to low-income customers. In the
Commission’s review proceedlng, broader propcsal which provide
assistance whcn heat or celd leads to hlgh bills or otherwise
address what are likely to be low-lncomc ‘custoners _concernu would
be welcemed. ' B

The LIBRA.rate would be offered in a new low-income
residential rate tariff. A customer who meets the eligibility
criteria of the chmLSSlen's Universal Lifeline Telephone Serv;ce
(ULTS) would qualify for the LIBRA rate.

Pursuant to this order the Commission establishes two
methods in order to ensure that low-income ratepayers are
indifferent to- rate realighment. Initially all rates are based on
the 15% ot average bill. method. In.the event there is. s;gnzflcant
' reallgnment the RAR. method may'proVLde a hlgher benef;t zcr some
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that the discount should be substantial enough to confer a
meaningful initial benefit on program participants. The disc

benefit exceeds the impact to date of adjusting
differential.

and the Division of Ratepayers.hdvocates (D
program, over the long-term, should be des

put all parties on notice that we will/continue to adjust the Tier
1/Tier 2 differential, consistent wiph this policy, as early as
poésible in appropriate proceedingg/for the respective utilities.
Even at the outset, the/costs of the LIRA program to
non~participants 1s modest. TowArds Utility Rate Noxmalization
(TURN) was the only non-governyental consumer organization which
participated at the evidentiafy hearing. Mr. Florio testified for
TURN that bill impacts of up/ to 3% increase per month are
acceptable for the non-pa' icipgtinglcustomer. TURN does not
ocbject to a larger benefif within the range discussed in this
proceeding given the raté impacts illﬁstrated in this record.
Southern Caljyfornia Edison (Edison) clains it conducted a
survey of ratepayer willingness to fund a. low-income program.
Nothing of the survey is known, since the survey was not introduced
into evidence, nor Aid Edison’s survey-taker testizy. Pacitic
Power.and Light C mpany’s (PP&L) prepared testimony described - a
phone’ suxrvey co ucted in March of 1989 to assess customer support
'tor a surcharg" to tund a discount !or 1ow-income customerm-‘ 58%
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|
utilities’ ratepayers, and the method yielding a higher benefit
would be used. : ;o ' :

The utilities will publicize the loew-income rate in the
monthly billing, among other means, and will seolicit applications
from their ratepayers. Rev;ew of the appllcatlon' and
determination of eligibility will be done by the utilities. An
exception is made for PGLE and Edison, if they fimalize agreements
with the State Department of Economic Opportunity (DEO) for that
agency to determine eligibility in time for eligible ratepayers o
be billed at the LIBRA rate beginning on November 1, 1989.

B. Preocedural History L .

A prehearing conference in this phaae of the QII was held
on December 28, 1988 durmng which dates for the service of
teutlmony and for evidentiary hearings were set. Parties were
d;rected to exchange summaries of their concept of a low-;ncomc
assistance program. They were: encouraged to attend an "informal
workshop chaired by‘the Commission Advisory and Compliance Division
(CACD) on January 27, 1989 to dzscuss their ideas. Subaeguently,
the Assigned Commissioner issued a rul;ng outlining the isszues and
euggest;.ng a rate discount as the means for assistance. In that
Fcbruary 9, 1989 ruling,. the partles were requ;red to proeoae a
rate discount or differential as a minimum, to pro;ect the azount
of continuing rate assistance, to allocate costs of the progran on
all but certain specified sales, and to estimate the potent;al
nunber of participants. The res ultant costs to non~-participants
under various eligibility criterxia and assuming as 2 maximum
benefit the differential between pre-existing Tier 1 and the
residential rate at full realigmnment (i.e. nofdiffe:ence hetween
Tier 1 and Tier 2 rates except for customer charge) were to be
estimated. While the ruling stressed the need for ccns;stency wz
the” CommLSSLOn’S energy conservatxon goals, the amendnent of any .
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of non-qualifying ratepayers said they would pay an extra $.50/on
their bill to support the program.

The record of what is a reasonable burden on non
participants is limited but is adequate to conclude that Ave need
not limit the program subsidy only to the amount neede¢ to offset
the impacts of realignment which has been authorized

The DRA recommends a minimum discount opf the Tier 1 rate
equal to the greater of 10% of RAR or a Tier 1 differential based
on a current Tier 1 rate calculated zs a percertage of RAR. This
ninimum discount is appealing because it attempts to provide a
meaningful benefit to low-income ratepayexrs/ The 10% of RAR
discount results in limited benefits, howe{er, since it is
available only on consumption within the/baseline allowance.

By way of comparison, undexr Edison’s proposal, maximum
monthly benefits total 69 cents. Und¢r the DRA’s proposal,
Edison’s maximum is $3.63. The benefit under SoCal’s methodology
would be $1.32, while under DRA‘’s minimum, it would be $2.22.
Because the Commission-ordered rexlignment of Tier 1l/Tier 2 rates
was minimal, the LIRA rates of all of the electric companies and
the Sierra division of Southwest Gas Company would be based on
DRA’s 10% minimum discount. e Tier 1 rates of the gas utilities
wvere significantly above 85%/0f SAR before baseline reform. As a
result, the differential befween current Tier 1 rates and a price
equal to 85% of SAR is alzeady so substantial that it exceeds 10%
of RAR. Therefore, the /s 10% minimum would not apply in the
case of some of the gas/utilities when combined with the 85% of SAR
rate discount method.

‘ ificant ratepayer benefit considered in this
proceeding consists /of a 15% discount off the average residential

bill. A 15% discount ensures a meaningtul level of benefit to
participants. le the DRA recommended a 10% of RAR: discount
initially, it o tered 15% as a reasonable discount it the
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Commission-approved demand side management program or other non-
rate type of customer assistance program was excluded from this
proceeding. ' '

Testimony was served by the respondent utilities on
February 22, 1989, by the Commission’s Division of Ratepayexr:
Advocates (DRA) on March 15, and by interested parties on March 31.
Review of the testimony showed that additional information was
needed to—ac;ur&tely determine the rate effects of any low-income
assistance program. On April 10, the assigned administrative law
judge (ALJ) issued a data request which required substantial

research and calculation by the utilities. The data responses were

sponsored by utility witnesses and are part of the recoxd. Four
days of evidentiary hearing were held beginning on May 15, 1989 in °
San Francisce. ' Of the respondent utilities, PGSE, SoCal, SDGIZ,
Ediscn;‘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.  Qomments on ALY‘’s Proposed Decision

' The ALY’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 teo file
comments on the Proposed Decision. Pursuant to Rule 77.1 ¢t seg.
of the Commission’s Rules of Practice and Procedure, the following
parties filed written comments: PG&E, Edison, SDG&E, Solal, PP&L,
CP National, Southwest Gas, WMA, the City of Long Beach, TURN, and
DRA. B o |

We have carefully considered these comments, and have

corrected certain technical and numerical errors, as more fully
reflected in revised Appendices A and B, attached to thic decision.
There are other minor;typcqraphicai and editorial changes
(including in;spme'césesfclarificaﬁibns.o:;parties'_positions)f
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Commission believed that a more substantial benefit was needed.
For Edison, assuming average summer baseline usage, the monthl
benefit would be approximately $6.71. The monthly-benezit Lo
SoCal ratepayers would be $4.57. '

The ALJ had proposed a method whereby a low-ing ome
ratepayer whose usage equals the utility’s average basgline
quantity would receive a discount equal to 15% of th¢ average
residential bill. Since the baseline allowance ang actual usage by
a particular customer varies from average Tier 1/isage, it would be
difficult to predict what the actual discount pér month experienced
by each customer will be. The ALJ’8 proposed methodology would
have resulted in a monthly discount ranging/from 9% to 30% or so,

assuming consumption equal to the baseling allowance, which varies
depending on climate zone and season.

During the evidentiary phage of this proceeding, the
parties were unanimous in recommending that a rate discount be
available only for baseline quantities of usage, that is,
quantities sold under the Tier X rate. Implementation of the
assistance program through a giscount of Tier 1 rates would provide
low~income ratepayers benefi¥s commensurate with their baseline
benefits. That is, baseline cuantities are already adjusted by
climate zone and by summey/winter season. A greater baseline
allowance is available tO all-electric customers. Ratepayers with
legislatively identifi¢d medical needs are also entitled to greater
baseline quantities. /Thus, the program of assistance would confer
more or less benefits according to an existing residential rate
structure that recggnizes the energy needs of. apecitic residential
customer groups. .

Under Ahe DRA and utilities’ proposals, the biggest
discounts would be available when the baseline allowance is
greatest. Hoyever, this would not necessarily*result Ain maximum

customer satisfaction. Baseline allocations are based on average 1

ADD Kal. o)1 K- hk: DU} 0 LY}
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throughout the text, which will be obvious +o those familiar with
the issues raised in the written comments. However, many of the
comments contained extensive reargument of the parties positiens,
and in accordance with Rule 77.3, we have accorded such comments no
welight. The more significant revisiens axe summarized below.

In response to several parties’ comments we have deleted
certain dicta appearing at page 33 of the ALY’s Proposed Decision
regarding “an unwarranted diversity windfall.” We have added
additional text at page 38, clarifying the manner in which LIBRA
benefits are to be passed on to qualifying subnmetered customers.

In response to WMA’sS concerns, we nave' clarified that the
submetered customer applying for the LIBRA rate is to have direct
contact with the utility during the‘applicatioh process, rather
than relying on the landlord as a conduit. In response to
concerns raised by SDG&E, we specifty that qualifying. submetered
tenants of master metered customers must reestablish their
eligibility for the LIPRA rate every year, since tbey are not
customers of the utmlxty, and the latter will not be aware of
tenant rclocat;ons. The ALJ’s recommended three=-yeldr re-
certification for all other customers is retained.

' In response to SDG&E’S comments, we also clarify that a
cu,tomer applying for the LIBRA rate nay be. reguired to acknowledge
that the utility may verify customer eligibkhility cither randomly or
where there is reason to believe that a false declaration has been
nade. The applzcatmon form may state that the utility may regquest
the customer to provide proof of eligibility. |

In response to.SDG&E’s comments we have modified Finding
. of Fact 25 to dlscuss alternative methads of applyzng zor the LIBRA
rate.

In response to the comments of PG&E and .SDG&E, we have
revised Finding of Fact 24 to provxde that bill not;ce ef the LIBRA
program shall commence wath billings lssued August 20, 1989 or as
soon. thereafter as: reasonably practlcable, but in no event later
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historic conditions. There may be periods when the base

quantity is insufficient to meet actual energy needs. He are
concerned that preserving the differential between Tigk 1 and Tier
2 rates for low=income ratepayers will perpetuate high bills
when monthly consumption exceeds the baseline qu

the situation which led to ratepayer complaints

the realignment of Tier 1/Tier 2 rates in the

we believe it necessary to discount Tier 2, ag well as the Tier 1

Adopted LIRA Program

We authorize a LIRA program conSisting of a 15% discount
on both Tier 1 and Tier 2 of the reside)itial energy rate. In the
case of utilities which assess a monthly residential customer
charge, the discount will apply to tle customer charge as well.
That is because the customer charge/ collects revenues that would
otherwise be collected through the Tier 1 rate. This discount is
substantial enough to provide a sieaningful benefit to low-income
ratepayers, will further the Commission’s goal of maximum
participation among qualifying ratepayers, and will target the
residential rate subsidy to fatepayers who need jit. The LIRA
program should facilitate the realignment of Tier 1 and Tiexr 2
rates at the earliest dat¢, thus providing benefits to non-
participant residential fatepayers. It is clear from the enabling
legislation that the L program’s continued existence depends on
the closure of Tier 1/and Tier 2. To ensure that such realignment
will be pursued vigozously, the Commission will examine its
progress in baseliné reform in May of 1991, the 30 month deadline
in SB 987. Adjusthents to either our progress in baseline reform '

or the low=-incom program may be required a:ter such an
examination. : : ‘ ‘
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It confers a noticeable bill decrease on. participa ing ctistomers.
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This program is simple--simple to understand, simple to
explain, simple to compute. Simplicity of understanding and
-explanation will facilitate outreach and explanation by customer
service departments and result in a quick start to this program.
It comters a noticea.ble bill decrease on participating customers.
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;
than September 19, 1989. We have modified Ordering Paragraph 3
-accordingly. :

In response to SDG&E’s comments we have clar;fed that the
LIBRA balancing account will acerue interest, conazstent with
existing Commission procedures for bhalancing accounts.

Finding of Fact 30 is clarified as sugges ted by PCG&E to
remove language that would deny respondent utilities recovery of
administrative costs incurred prior to the effective date of the
decision. . - ‘

Az noted in revised Ordering Paragraph 11, CACD is alse
charged with the responsibility of comparing administrative costs
and participation rates among respondent utilities, and to
recommend any necessary progfam moditiCations, in the course of its
overall monitoring role.

In response to several partzes’ comments, the reporting
due date mandated in Ordering Paragraph 12 is extended to July 1 of
each year, and CACD’s annual report due date (Ordermng Paragraph
11) is extended from June 30 to September 1 of ecach vear.

Ordering Paragraph 1 is revised to require responden:
utilities to file their LIBRA tariffs by ‘advice letter on ‘

August 29, 1989, the tarife t;lmngs o be effective September 1

1939, -and the LIBRA rate to be effective November 1, 1989. CACD is.

directed to convene and chair a'wefkshopnon August 14, 1939, to
facilitate the £iling of tariffs which contain substantially
uniform formats and conditions of service.

| Several modifications o Finding of Fact 31 have been
made to address. the comments of numercus-partieS-pointing to the
need to precisely identify those customer classes exempt f£rom the
LIBRA surcharge. DRA’s suggested revmsmon is lncorporated as a new
finding (No. 31a). In addition PG&E's suggested revision relat;ve
to the allocation of LIBRA.adanzstrat;ve cofte between electrlc
and- gas cugtomers ms adopted. '

Gl s M rn s hmi c A AR AL bl e Ao L
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LIRA Discount and Baseline Reform

The 15% discount targets a residential rate subsidy to
ratepayers who need it. We intend that the LIRA discount repls
the baseline subsidy inherent in each utility’s existing Tie
1/Tier 2 rate differential. That is, the LIRA discount is/provided
in anticipation of further increases in Tier 1 revenues./ Those
increases have a special impact on low-income ratepayefs. A
greater percentage of low-income customers limit thedr use to the
baseline cquantity than for all residential customers. Therefore,
Tier 1 increases would have a disproportionate ixpact on low-income
customers. By today’s action, we confirm our gtrong policy to
proceed with baseline reform as needed to adgress the high bill
problem caused by the Tier 1/Tier 2 rate 4 terential, and to
ensure that in the very near future the Jével of the LIRA discount
and the size of the Tiex 1/Tier 2 rate Adifferential are essentially
commensurate.

' In responding to the diregtion of SB 987, the Commission
had.twovgoals: to reduce high winfer energy bills and to aveid
excessive bill increases. D.88-09-027 and D.88~10-062, the first
two interim opinions in this O I, adopted increases to the Tier 1
rate of less than 1% to 6%, dépending on the operational and
revenue needs of each utilify. No timetable for continued
realignment of Tier 1/Tiey 2 rates was established. However, the
‘level of the adopted LIBA discount will cause us to accelerate the
pace at which further yealignment occurs. Utilities and other
parties shall address/this issue in-pending‘ahd upcoming rate
proceedings.

2- wie = = v - =381~ = - =P h S e e U5 A LD

The implementation of the LIRA.program for master metey
ratepayers was gddressed in the interim opinion. During the course
of the tariff -orkshop oxdered by that decision, the role of the
master meter atepayer in the tenant certizication process was
questioned We provide the tollowing clarirication.,
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The parties sought to interpret SB 937 in orxder to
rationalize a program of assistance to low-income energy
ratepayers. The fact that the mandate to establish a progranm of
assistance and the elimination of the baselihe'dirrerential2
arose concurrently suggested to the parties that the program should
exactly mitigate the inerease in Tier 1 rates ex@erienced'by low-
inceme ratepayers. Other than the fact that these two ,
nodifications to PU Code § 739 were made by;tne'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
xdent;f;ed in the parties’ testimony as follows:

1. Size of discount to Tier 1 rates.

| 2. Maximum benefit ‘or program cost-
3. Def;nztlon of ”low-lncome” customer.
4. Applxcat;on and cert;fzcatzon process

-

5. Estimated first yeaxr partlc;pat;on rate.
6. Adm;n;stratlve costs -

7. Recovery of program costs.

D.  2GEE ‘
PGYE propesed a lbw-inccme baseline ratepayer assistance

P wlase

(LIBRA) progran.ccnomstzng of a discounted Tier 1 rate. The T;er 1
rate would be. dmscounted by the d;fference between the. Standard |

2 TFormer § 739 subsection (¢) had requifed:

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

differential of from
L52_:9_25i_bsl9E;&hﬁ.gxsssm_axazags_xasg- " (Emphasis added.)
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Master meter customers with submetered tenants must
notify the utility when enrolled tenants move.
Master meter customers are not responsible if a te
misrepresents his eligibility to the utility. However, if

so advise the utility. The utility has the responsibjfity of
contirming the tenant’s eligibility.

- Finding of Fact 9 on nmimeo. page 42 of DL89-07-062 should
have stated, “Low-income program rates will not available to
unnetered ratepayers because their energy billg are bundled with
their rent and there is no way to enforce a pass through of the
program discount to the consumer.”

3. ZIime-of-Use Discount

Pacific Gas and Electric Compiny (PG&E), Edison, and San
Diego Gas & Electric Company (SDG&E) fer optional time-~of-use
(TOU) metering to residential customérs. Within PGLE’s service
area, TOU meters are being installgd roughly at the rate of 10,000
a year. Customers must pay a monthly mete: charge of $4.40. |
Contra Costa County’s (County) Xecommendation that low-income
residential TOU ratepayers hayé the option of either a bill
discount oxr zero meter charqgé applied only to PG&E.

‘ The E~7 residentjal time—-of-use schedule includes a
baseline credit. PG&E stAtes that Schedule E-7 should not include
a LIRA rate because thig schedule is voluntary and the customers to
whom it is available wguld otherwise obtain a LIRA discount on
Schedule E-1. If a Jbw-income ratepayer on E~1 qualifies for E-7
service and believeg that the undiscounted TOU rates would be even
more beneficial, then that ratepayer may choose to-take service
under Schedule EA7, according to PG&E.

The proposal has the merit of providing a subsidy'to low-
income customérs at a lower cost t0<non-participants than would
otherwise b the case.. It allows low-incoma customars to-benetit
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Tier 1 rate and 85% of system average rate (saR) .° That
difference is .621 cents per XWh for electric Tier 1 and 6.941
cents per therm for gas rates. Assuming average usage of baseline
quantities, that 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 PGSE’S Tier 1
gas rate was 110% of SAR before realignment. PG&E’S low-income
rate proposal would set LIBRA Tier 1 rates at their former
statutory relation to SAR. Tier 2 rates for low-;ncome ratepayer
would be the same as for other residential ratepayers.

PG&E’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 theZCommiSSion'srrealignment of Tier 1 and
Tier 2 rates permitted by SB 987. PG&E medified its low-income
rate proposal in reoogﬁition that three primary methods for
computing the LIBRA benefit had been introduced in the record.
Those include PGSE’S own 85% of SAR methodology, the DRA‘S
residential average rate- (RAR) based method, and the ALJ" 10% cr
15% discount of average bill method. PG4E recommends that the
Commission adept one of the three methods for dlecountzng Tiexr 1
rates. S _

Increases in the Tier 1 rate as a percentage 02 SAR
appear to be inevitable ac a result of roolignmont. Thoroforo, Tk

e
K3

maximum benefit under PGLE’S methodology would be equal to the
difference between the average'realdentmal ra;e (which would equal
the Tier 1 rate at the full realighment) and the former Tier 1 rate
(the rate in existence before real;gnmert Nevember 1, 1932). PGC&E
recommends the Commission assess the low=-income ratc discount
‘annually in the Energy Cost: Adgustment Clause (ECAC) -and. Annual

'3 The gas SAR consists of the sum of the utility’s systen
average procurement rate and the system average transport rate.
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substantially in two ways: an equity based waiver of meter charges
and a cost based reduction in bills due to usage patterms. In
addition, as a rate design principle, a customer/s choice should
not be titled toward a less cost-based rate scHedule.

The Assigned Commissioner’s ruling/indicated that
assistance to low-income ratepayers should /consist at a minimum of
a rate discount and did not preclude congideration of a program
such as the County’s. The proposgl'has the merit of providing a
potential benefit that exceeds its cogt. The monthly meter charge
under the E-7 schedule should be wajfed for low-income customers.
The utility should use reascnable gfforts to market this option as
an alternative to the low-income /frate discount, particularly where
the cost of the meter subsidy id less than the rate subsidy.
However, PG&E should not diveyt an excessive amount of its
administrative budget to thig program. Since the County was the
proponent of this program, Ahe County will be expected to use the
experience gained during its two-year study to assist in
implementing this option. Based on the outcome of this trial, we

may consider expansion/of the 1ow—income residential TOU. option for:
othex electric utilit es.

The utiYities have proposed administrative budgets
consisting of th¢se elements: general administration,
certification and recertification, verification, outreach, billing,
and billing chAnges. A great disparity in administrative costs was
noted in the Anterim opinion, so a workshop to examine the
differences /and the reasons for such differences in administrative
costs was grdered. The reépondent utilities were encouraged to
reach congensus on the appropriate level or administrative costs.

Substan al deviations :rom that level oz costs wero ‘to be
‘justit' d. ' '
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Cost Adjustment Proceeding (ACAP) proceedings, rather than éerine
maximum benefit levels at this time. It points out that PG&E’s and
the DRA’3S rate proposals are linked to baseline reform (i.e., the
subsidy grows as the Tiex 1/Tier 2 rate differential shrinks) while
2 15% discount off the average bill is not d;rectly affected by
rate real;gnment.

PG&E proposes that thc definition of "low-zncome” include
ratepayers whose income does not exceed 150% of the federal povers
level. This definition is acceptable to PGSE so long as
verification of eligibility is handled through the DEQ using the
Home Energy Assistance Program (HEAPY cri:eria.4

Under the proposed arrangement, DEO would notify all
recipients of state-administered public benefit programs who reside
in. PGSE’s service territory of PGLE’Ss low-;ncome rate discount
Exlstxng applications for the annual HEAP'grant would be modxf;ed
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 PGSE of verifying the eligikbility of a
ratepayer who-indicates-interest‘in the low-income discount on the
application for HEAP assistance would be gcro._ DEO would chaxge
PG&E Sl 00 per appllcatlon o verzfy the ellg;b;lz Ty o: aOﬂCQ e dho

-

4 DEO’s HEAP program provides yearly direct assistance checks o
help low-income custemers pay their utility bills. Ratepaycrc
qualify either by virtue of being eligible for public benefits (Aid
to Families with Dependent Children (AFDC), Supplemental Secu*ltv
Income/State Supplemental Payment (SSI/SSP), Veterans’ and
Suxvivors Pension Benefits, or Food Stamps), or by otherwice
demenstrating a total household income of no mere than 110a ot 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 reczpment oL
any of the above-l;sted benefits. - ‘




1.88-07-009 COM/ /

The workshop was held on August 15, 1989. I¥ was chaired
by the Commission Advisory and Compliance Division
CACD circulated its draft findings and recommendati¥ons to the
respondent utilities on August 18, 1989. Commenys on CACD’s draft
and proposed administrative cost budgets, reviged to conform with
workshop results, were received from the uti ties and DRA on
August 23. CACD filed its recommendations oncerning the
appropriate level of administrative cost on Septembor X, 1989 as
,'directed by the Commission. '
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had net applied for the HEAP program, subject to adjustment as the
ratio of HEAP/LIBRA 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 cost of recovering the
discount received by lnelagzble ratepayers would be so excassive
that they c¢ould not be justlflcd. As a result the inflated costs
of the program would never be recovered.

' PG&E est;mates that about 40% of el;g;ble ratepayers
would participate in the LIBRA program during its first ycar of
cperation. One-half of LIBRA ratepayers would have reguested the
rate discount when they applied for the HEAP pregran. The other
one=-half would be beneficiaries of the utility’s direct
weatherization programs and PG&E’s'ewn outreach efforts. This
part1c1patmon rate is expected to grow over tzme.

Based on an assumed partxc;pat;on rate of 40% and
eligibility set at 150% of poverty level, PG&E estimates

,///.

administrative costs of $4,028,331 ‘and 284, 762 partxc;pan éuring y///

the first year. This works out to abhout $14.75 per elzglble low=
income ratepayer.

Costs of the low~income progranm would be collected
through a surcharge on all energy sales except for sales under the
LIBRA rate, sales made pursuant to special contracts which provide
2 specific price per unit of_eneréy, and gas throughput to utility
electric generation (VEG), cpgeneration,~and vholesale customers.
with regard to special contracts for electricity sales, PG&E would
exempt all sales with a specific price term that is not indexed to
the otherwise applicable tariff rate. As for special contracts for
gas sales, PG&E would exempt only those specific=price volumes tha

are not 1ncluded in tne next ACAP’s revenue allocat;on calculatlon.

The . only such volumes are sales to enhanced oml recovery (ECR)
-customers- ‘
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CACD’s primary conclusion is that most differences in
administrative costs can be explained. However, the explanatién or
utility-by-utility differences is insufficient to determin
the appropriate level of administrative costs is. Utilitdes bad
not been using a common definition of incremental admipdstrative
cost. A common definition of incremental cost should’be used, at
least until the definition can be refined in the cofitext of a
reasonableness review of LIRA administrative cosps. ,

For purposes of booking administratiyé costs to the LIRA
balancing account, incremental costs are defifed as costs resulting
from performing incremental activities whigi would not have been
incurred absent the LIRA program. These #ncremental costs must be
identifiable in accordance with generallly accepted accounting
principles and verifiable through genefally accepted auditing
standards in order to be considered any reasonableness review.
Accordingly, each utility should egfablish a cost code, subaccount,
or other identifier appropriate f£¢r its accounting system to
segregate and track the incremeptal administrative costs for the
LIRA program. Thus, costs whigh meet this working definition of
incremental cost may be booked to the balancing account, even
though we have not finalized the definition itself.

| Adninistrative cbdsts varied widely because utilities do
not treat overhead expenge in a uniform manner, some utilities will
contract out for some sgrvices, and estimates of customer contact
and participation rateSs ranged widely. As a result, estimates of
administrative costs/per eligible customer ranged for the large
utilities from PG&E/s high of $8.15 to SoCal Gas’ low of $1.40.

The issye of overhead expenses, which most utilities had
not included in gheir initial shcwings, was discussed. We find ~
that labor overfieads should be included as an incremental cost
because they )re part of a contractual package of employee
ccmpensatic which is incurred at an hcurly'ratc. Non=-labor
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B. Contra Costa County

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

Under PG&E’s main residential electric schedule, E-i, and
its residential 70U schedule, E-7, a ratepayer is indifferent %o
the choice of schedule when 20% of electric consumption oceurs
during the on-peak pericd. Thus, a customer would realize lower
electric bills under TOU rates than under the-main res idential
sc¢hedule if on-peak usage were decreased from 20%. Assuning
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
believes that monthly benefits to low-income customers in excess of
the program cost of $4.40 per ratepayer can be attained under its
propesal. The County claims that a low-income TOU rate would
leverage ratcpayer funds by maximizing the potential savings
low-income customers, and would allow low-inceme customers bcue--.
from TOU rates while reducing the risk of higher bills.

In support of its proposal, the County introduced the
results of a 2-year Senior‘Citizén TOU Demonstration Program it had
conducted with PG&E. The 92 program participaﬁts.zell'largely
within the definitionh of ”low inceme,” as about 70% of the seniors
had yearly incomes between $5,000 and $15,000 per year. Over 30%
of the participants used less than 700 kWh and over 40% used le
than 400 XkWh per month. By the end of the program, about 85%
the part;cxpants had. altered thexr caagumptzon patterns to consunme
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overheads should not be s0 included because they have not been
shown to be a mandatory incremental expense.

The utilities are expected to incur both start-up 4r
nonrecurring costs and ongoing or recurring costs during
year. These costs must be distinguished in order to detérmine the
trend for LIRA administrative costs to be consolidated/with general
rate case expenses, and to estimate zqture year‘d
costs. An appropriate way tofincorporate adninistXative costs into
base rate revenue requirement in the general rateg case is to trend
low~income costs less start-up costs. However/ at the workshop,
the utilities characterized the difference
ongoing costs as somewhat arbitrary.

CACD anticipated that administrative budgets, revised in
accordance with the above definition of Ancremental costs, would
nonetheless vary. It proposed several/options for resolving this
matter. We find the most efficient alternative to be the
establishment of a single DRA audit/team to perform reasonableness
reviews for all utilities. This péview should be ongoing during
the first year in order to estabXish fairly uniform practices among
utilities for costs to be booked as LIRA costs. The audit team v’/’
should present its recommenday¥ions in the annual LIRA revision
proceeding, This-would'glso assist the utilities to Qistinquish w/’;/’.
non-recurring from recurring costs.

CACD has found t a full review of administrative costs
and underlying assumptiofis is not possible at this time. Under
these circumstances, i¥ is not possible to estimate a reasonable
adninistrative budget/for the LIRA for each utility.
Administrative budgets cannot be guaranteed rate recovery until
they are found to ¥e reasonable. Thus, the utilities should book
their administrative expenses te the LIRA balancing account
established in fhe interim opinion. However, unlike the
residential rafe shortrfall, administrative costs ‘must be reviewed
for. reasonab eness before they may be recovared in ratea. ‘Booked
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less than 20% on peak. This demonstrates that even low-usage
customers can benefit from TOU rates, accordinq to the County.

The County stressed that the success{of‘such a program is
contingent upon intensive customer educat;cn. ' It suggests that the
utilities could market the low-income d;scount and the low-income
TOU rate simultaneously. No budget for 2 TO0U education program was
included in the County’s propcaal.

C. Southerxn California Gag Company

Like the other major energy utll&tleo, SoCal proposed a
monthly Pill subsidy designed to ensure that no low-income customer
would be adversely affected by the flatten;ng o2 the residential
rate structure authorized by SB 987.% The per therm subsidy
would increase with additional rlattenlng et the residential rate
structure. During 1989, <he dl*count would be 3.262 cents per
therm plus any additional reduction ;n the dmfferentmal authorized
in the ACAP. Assum&ng full Tier 1 use, the monthly benefit would
total $1.32 per month. The maximum ROSS lble_pc* therm subsidy thas
would be provided under the proposal, when Socal achieves a flas
residential rate structure, is 13.645 cents.® Based on the
current flattenmng oL SoCal’s residential rate structure and
current rates, the max;mum subs;dy (i.e. assum;ng full usagc of a
customers Tlcr 1 allowance) to low-income custoner. in Climate Zone
‘1 would be $2.02/month during the wintex and $0.62/month in the
summer. SocCal estimates that if 25% of ellgzble‘cuetomcr.

5 SoCal calculates a subsidy amount equal to the difference
between the differential that existed between the RAR and baseline
(Tier 1)’ rate on October 31, 1983 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 dmf:erence between the Tier 1 rate and the average
residential rate is entirely explained by the fact that residential
customer charge revenues are credited: agalnst the revenues to be
collected from the baselmne rate. ; .
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costs will be reviewed to ascertain whether they are indeed
incremental or had heen provided for in the utility’s base rateg.
2. outreach and Application Process

We have previously addressed the issue of LIRA outyeach.
However, we indicated that more precise requirements for
notice would be provided in this decision. Indeed, nany
concerning outreach were raised at the both the worksh
adninistrative costs and the August 14, 1989 workshop/on LIRA
tarits unitormmty, a150~chairad by CACD. This opinjén resolves
those issues.

All respondent utilities shall make th¢ availability of
the LIRA program known with each request for utlility service, as
SoCal Gas, SDG&E, and PG&E have proposed to d6. This is a cost-
effective way to notify ratepayers. Many of these ratepayers will
be new to the utility’s service'tetritory and will not have
received any notice of the program via '

The interim opinion had requjred the bill notice to
include a form ~...which could be rets ' ‘
apply for the program...” This ena¥les the ratepayer to apply for
the LIRA rate at the same time as/he pays his utility bill. oOur
intent was to make it convenient/to apply for the LIRA rate. If
the utility provided an applicxtion in the form of a postage paid
self-mailer with the monthly Hill, that application would be as
convenient as the applicati n returned with payment. A utility may
offer this alternmative if At is less costly than the former means
of collecting applicati

It was noted/that the utilities’ initial bill notices are
in English only. Noyices were not ordered in other languages
because it was assymed that the utilities are aware of the language
needs of their owyl ratepayers, and that multilingual bill notices
would be printed. We agree with workshop participants that
multilingual ngtices should be issued during the billing cycle
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which begins immediately after December 1, 1989. Thereafter, LI
bill notices shall be multilingual.

As part of the monitoring program ordered by the i
opinion, the utilities are to show how minority and non-English
speaking ratepayers are appropriately represented among
participants. Some of the utilities proposed at the wgrkshop that
the LIRA application request optional age and racigl information.
This is unacceptable to the Commission. A request or racial
information on an application for benefits conferfed on the basis
of income, whether optional ox not, is irrelevart to the issue of
eligibility at best. At worse, it intimidatey applicants, is a
deterrent and is an invasion of privacy. same can be said for
age information. The Commission should no condone this practice.
Moreover, no reliable conclusion can be dfawn from data culled from
optional responses, particularly since Auring the course of the
evidentiary hearings, the utilities rg¢peated that demographic
information on their ratepayers was fiot available. The better way
to collect information responsive Yo the Commission’s expressed
concern is for the utilities to gonduct a demographic survey or
their entire ratepayer populatidgn, and to collate data on LIRA
participants out of that pool Af responses. However, we are not
orderihg such a comprehensivé survey at this time.

It was proposed - the workshop that ratepayers be
required to provide their/social secuzrity numbers on their LIRA
application form. The j¥nterim opinion authorized utilities to
draft application forpé substantially similar to the one Edison
introduced in its tegtimony. It does not request a social security
number. Provision/f one’s social security number is not a
prerequisite for Atility service. The requirement that LIRA
applicants provjde their social security nunbers was never .

mentioned on the record. Utilities are to'conrorm with the interim-
order. ‘ ‘
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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 adnministrative cost for
Commission-authorized demand side management prograns for 1989 are
projected to be $13.5 m;ll;on. o

SoCal proposes to recover the costs of this progran
through 2 flat monthly surcharge on the account of each nen=
partiCipating core customer. Currently, the surcharge would range
from 8 cents to 40 cents per month, depending on low-income
rateéayer participation. SoCal observes that SB 987 prohibits the
commission from imposing the cost of the progran on only one claz
of customers. It believes that programs that exclusively bene:z‘
residential customers should be funded exclusively by resmdentxal
customers. AS a compremise, SoCal proposes to levy the surcharce
on core customers. Funding of the LIBRA program by non-coxe %
customers would violate cost-based rate design principles, ‘
according to SoCal. SocCal proposeg that the Commission au.&orz:
it to establ;sh a balancrng account to reconcile expected ‘

dmrferenccf in the tining between program tundznq and cost
incurrence.

D. SDGSE |
Pursuant to D.82-10-062 (the interim opinien in this
. proceeding) SDGSE decreased its Tier 2 electric rates, eZfective
November 1, 1938, with no corres ponding  increase to the Tier 1
rate. As orxdered by D.88=~12-085, its Test Year 1939 General Rate
Case decrsrcn, SDG&E decreased non-baselzne electrzc rates by 12
and baseline rates by 1%, thus achieving substantial realrgnmen of
electric rates. Currently, SDG&E’s electric Tier 1 rate is 94% of
its systen average rate, whereas lt was: 85/ priox to baseline
reform. :
SDG&E proposes to establ;fh a new Tier 1 rate for low=
mncome customers which will keep them econommcally rndrfferent Lo
ratg realrgnment.. 'SDG&E' proposes th;t ne e;ectrxc LIBRA tarx:: be
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The following miscelluneeus‘observations clarity
intent on issues raised at the CACD-chaired workshop, or
necessitated by today’s adoption of benefit levels:

We note that only PG&E and PP&L, if PP&L bhagp/concluded an
agreement with Department of Economic Opportunity (DEO), are
authorized to use a two-step application process.

The interim opinion had authorized the/expenditure of
$1.00 per eligible customer for certification DEO. PG&E
currently estimates $1.67 maximum average unit cost for processing
applications beyond the first two months of/the LIRA program.

This revision is incorporated in the utilifies’ proposed

The LIRA rate shall be 85% of the respondent utilities’
residential rates in effect on Novgmber 1, 1989, becoming effective
on November 1, 1989. The LIRA rate will be revised each time the
main residential energy rate of/a respondent utility is changed so
that the LIRA rate is maintainéd at 85% of the main residential
rate. That rate includes Tif€r 1 and Tier 2 rates as well as any
applicable monthly customex/ charge.

The discounted JIRA rate can be calculated today.
However, the LIRA rate subject to change as residential rates
change as a result of pending Energy Clause Adjustment Clause
(ECAC) and Annual Cosf Allocation Proceeding (ACAP) decisions.

A separate’ LIRA tariff schedule with special conditions
of service will ma¥e LIRA eligibility criteria clear and aid in
enforcement; expelite evisions to the LIRA program and the LIRA
rate, and help gach utility track the number of its ratepayers on
the LIRA schedale.

We/detail the terms of the advice 1etter riling ordered -
in the interim opinion as follows: Each of the respondent :

utilities 111 file by‘advice letter, ertective September 17, 1989,
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|
authorized at this time since SDG&E’s current Tier 1 electric rates
are 1% lower than the Tler 1 rates in effect prior t¢o baseline
reform.

SDG&E would implement a rate discount for electric
baseline rates at such time as baseline electric rates increase
above those in effect before November 1, 1928. SDG&E would
establish a “benchmark baseline rate” to assure that low-income
customers are indifferent to rate realignment. Thizs would be the
higher of either the Tier 1 rate in effect before baseline refoxm
or a Tier 1 rate set at 85% of system average. In the case of gas
rates, the benchmark would consist of a Tier 1 rate set at $5% of
SAR with the TURN baseline allowance adjustment applxed. The
monthly gas LIBRA.benerlt, based on pro;ected averege Tier 1 usage,
would total $4.12.

SDGS&E would define as “low=-income” ratepeyer¢ whose
income does not. exceed 130% of the federal poverty guidelines. It
cites the HEAP program's reliance on el;g;bzl;ty for AFDC, SSI/SS2,
Food Stamps, or in the alternative, annual household income no more
than 130% of federally establshed poverty guidelines in support of
its position. In order to limit the cost of this program, SDGSET
proposes a ceiling funding level based on the maximum amount of
rate realignment possible under current rates and the currens
estimate of qualifying low=income custonmers. This would amount <
58 cents per menth, based on typical residential constﬂptiOﬁ.

SDG&E has neo empirical evzdence of the tolerance of non-pertzc;pen*
ratepayers for LIBRA progranm costs.,

The ceiling includes the rate subs;dy, related
admlnzstratlve expenses, and exlstlng authorlzed low-lncome
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. tariff sheets setting forth the LIRA rate and conditions of se /ice
under a separate LIRA schedule in a form similar to that proposed
by Edison. Revised pages will be drafted for the submeter
schedules, PG&E’s E-7 schedule, and in the appropriate tariff to
provide the LIRA rate to baseline medical allowances. ach utility
will also prepare an application form and a list of détailed
procaedures to be used by the utility in soliciting and processing
ratepayer applications for the LIRA rate. These yill be submitted
to the CACD staff for review and approval. The froposed. form of
ratepayer notice will likewise be submitted to/the Commission’s
Public Advisor. | '

A low~income allowance will be made for qualified
ratepayers on PG&E’S TOU schedule. The mohithly meter service
charge, currently $4.40, will be waived./ These revenues will be
recovered along with other LIRA progray costs. Contra Costa County
was the proponent of this form of lowfincome asgistance. Its
recommendation was based on a study here customer education was '
largely handled by the County. PGEE will not be required to
publicize the availability of TOW meters and the waiver of the
monthly metexr charge in its LIRY customer information. That would
most likely create customer copifusion and a greater administrative
burden than necessary to get btherwise qualified ratepayers on the
LIRA program. However, the/LIRA waiver of monthly meter charge
must be disclosed to all agplicants for residential TOU service.
The participation rate irn/the LIRA TOU option will be reviewed in

the LIRA revision proceefling, and improvements in customer notice
will be ordered if necgssary.

2. alculation/ and Collection © [RA_S\ harge
The respontient utilities are authorized to collect LIRA
- costs through a suycharge. LIRA program costs include the rate
discount, administrative costs, and an allowance for franchise fees
and uncollectibles on administrative costs,,ybuq;to~tne incremental

| “ng;gré}pr the JIRA program at. this time, LIRA agministraéive'costsw
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p:ograms.7 Administrative expenses for the low-income rate
assistance program are projected at $230,300. To accommodate
future changes to general r@te levels, this ceiling would be
implemented as a percent of retail revenues. This amounts to .7%
of retail electric revenues and 1.7% ot'gas‘retail revenues,
excluding non-core customers. This is based on qualifying criteria
set at 130% of federal poverty gu;delmne,, and would amount o

155 000 electric customers and 100,000 gas customers.

SDG&E propo es that_;ts rate sungdy progran be funded by
all customers covered by balancing accounts. That would include
all electric customers under the Eleqt:ic Revenue Adjustment
Mechanisnm (ERAM) balancing_account‘andrali core gas customers.
SDG&E proposes that non-=core gas customers be excluded. Non-core
sales represent 60% of gas department sales. Within the non-core
class 95% of the sales are for UEG and cogemeration. S$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‘exciuded, SDG&E proposes to allocate the’
subsidy pursuant to the Equal Percentage of Marginal Cost (EPMC)
méthod for elcctric preogram costs, and on 2 cent per thernm basis
for gas program costs. S . ,

A balancing account would be used to track administrative
and othér’program expenses. Coordination of the subsidy with
updates in utll;ty sales fornca.ts, revenue reculremen.g, revenue
allocatlon, and rate design: would best e . accomplzahed if the costs

7 The low-income programs authorized in SDGLE’s 1989 General
Rate Case include the Energy Education for Low Inceme (EELI) and
Special Needs at a total annual cost of $550,000. The
administrative expenses for SDG&E’s Direct Weauherzzat;on‘
Assistance, Low=Income’ Refrzgerator Rebate, and EELI preograns
totaled $541,319. The part;czpatlon levels in 1988 were as
follows: DWA -4%, LIRR '.C6%. SDG&E’S 1989 goal for EELI is 20, 000
customers, Or- roughly. zm of. reaxdent;al cuftomers-
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increase revenue requirement. An allowance for franchise fees and
uncollectibles should be included in the LIRA surcharge to recover
this incremental increase in revenue requirement. _

The actual surcharge to collect forecasted LIRA cgkts
will be calculated in the utilities’ upcoming rate change
proceedings. The necessary billing detexrminants and ges in the
residential rate will de adopted'in those proceedings/ Appendix A
to this decision lists LIRA rates, forecasted sales/ administrative
budgets, proceedingé with which to coordinate, and other factors to
be used in calculating the LIRA surcharge. Appehdix A includes the
utilities’ estimates of first year administrative expenses plus
other elements of the surcharge which appear/in the record. Also,
Appendix'A.lists the proceedings which wil yield each utility's
rate changes.

Following. calculation of the LIRA surcharge in the rate
change proceedings listed in Appendix/A, each regpondent utility
should file by advice letter a tariff establishing a LIRA surcharge
to recover the cost of the LIRA prégram, consistent with the terms
of this oxder.

The LIRA surcharge is/the forecast of LIRA costs divided
by the forecast volume of non-éxempt sales of electricity, or the
forecast volume of non—exempy transported gas, as discussed below.
The surcharge shall be collécted on all non-exempt sales of
electricity and all non-exempt transportation of natural gas
conmmencing with the next/uvtility rate decision for which notice has
been provided ratepaye s pursuant to Public Utilities (PU) Code
§ 454. Revenues fron the surcharge shall be booked to the LIRA
bhalancing account, ich was authorized in the interim opinion, to

suxcharge shall be included in non-exempt rates.
Our experience Mas shown that eneréy ratepayers are frequently
confused or irritated with the itemization of surcharges which
excessively omplicate the bill and’ 1ead to- additional and costly
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and benefits of this program were reviewed in the ECAC and ACAP
proceedings.

Southern California Edison (Edison) proposes to discount
the Tier 1 rate paid by qualifying customers by the amount needed
£o reduce the Tier 1 rate to 85% of SAR. The low=income household
whose monthly consumption is at or below the applicable baselina
allowance would receive a bill eequal 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 baseline reform. Under Edison’s
pfoposal, full Tier 1 usage in its most populous‘baseline zone
would result in a $0.69 per month decrease to a 1ow-;ncome
ratepayer’s bill.

Edison proposes to define low-mncome households as those
whose income is no greater than 120% of federal poverty guidelines.
This criterion was selected 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
sexrvice territory will qualify for the program under its proposal.
At 2 150% of federal povérty cuideline level, apout 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 millien duxing the f£irst 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 differential.
Edison proposes that sales to customers with competitive
alternatives be exempted from bearing any cost of the low=income

subs;dy program. These. ;nclude all those on scl:—generat;on
de:erral rates and other spec;al contracts-_
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inquiries to customer service representatives. However,
that there is a need in this program to inform non-partitipating
ratepayers what they are contributing to this program ' Thus, we
request the utilities and DRA, in workshops chaired Xy CACD, to
discuss methods for informing non-participants of fhe cost of this
progranm.

Revisions to the LIRA rate and surcgharge will occur
annually in the preceeding wherein the utilfty’s residential rate
is revised. In the case of the large ene utilities, this would
be the ECAC or ACAP“proceeding.-AIhrthe~ se of the smaller
utilities, this would be the attrition/or other cost offset
proceeding. | ' -

Revision of the LIRA surcharge will take into account
changes in ratepayer participatiopy levels, residential rates,
baseline allowances, average Tief 1 and Tier 2 usage, numbers of
eligible households, sales forgcasts and other factors. We note
that the ULTS eligibility criferia are revised in February of each
year, when the federal price¢/ index is revised. LIRA eligikility
criteria should also chang each February to maintain consistency
with the ULTS criteria. y difference between suxcharge revenues
and actual LIRA program/costs will be reconciled in the annual LIRA
revision proceeding. / | |
D. Cost Recovery

The interim opinion authorized balancing account recovery
for all LIRA benefits and administrative costs. Respondent
utilities were aythorized to book actual program expenses -and
actual revenues/received undexr the LIRA program. The balance in
the LIRA accoynt will be amortized in the. LIRA.surcherge as part of
té revision. Because we have provided for balancing
account treatment no revenue requirement isnadopted in this
decision. ' - o
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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 est;mated sales, the program ceiling would
be $30.9 million. :

Edison would notify all residential cu-tomerg of this
program annually via a bill insert’ describing this progran.
Customers would establish their eligibility by returning a cigned
Application and Declaration (Application) form to Edizon. No
annual renewal would be required. ‘Customers would be reguired <o
notify Edison when they no longer meet el;glbxlxty regquirenents.
The Application would authorize ver;tlcat;on by the utzlxty at its
opt;on and rcbzllzng of acecounts where the customer was found not
to be eligible. The ut;l;ty 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 costs as negative revenue to the ERAM. This would
recover the subsidy from all custoners ubject to the Electric
Revenue Adjustment Bxlllng Factor (ERABF) on an equal-centu-por kﬂh
basis. This would contlnue at least until Edisen’s next geoeval
rate case proccedxng. : '

F. Wm

| Pacific Power & Light (PP&L) originally sought to he
exempted from the Commission’s implementation of a low-income
assistance program. It now concurs 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
melementatmon of a rate discount program of assistance be
postponed for its customere. Ic recommends that the Commission
conslder thls Lssue in: PP&L’s general rate case’ flllng, ‘which will
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Since we cannot find that the utilities’ proposed
adninistrative budgets are reasonable, the utilitiés are not
guaranteed recovery of all booked administrative expenses.
Estimates of administrative cost incorporated in the surcharge
pursuant to Appendix A are nonetheless subject to reasonablenespt
review. Once the reasonable level of recurring LIRA adminisgfative
costs has been established in a LIRA revision proceeding,
costs should be trended and incorporated in the utility’s

LIRA program in its administrative and general expe

LIRA costs will be collected on a volume
on a flat-customer charge basis. This method wxs favored by DRA,
TURN, and all utilities except SoCal. :
consistent with SB 987, wbich required that Yrogram costs not be
borne by a single ratepayer class. |

It is possible to collect the UAIRA surcharge for gas
utilities on volumes of either gas sold/or gas transported by the
utilities. While PG&E favored a charge based on throughput, SDGLE
would impose the charge only on gas Bold. There are good arguments
to support both positions. A trandport-based rate would affect
non-core transportation customerg who are not already exempt
because of their UEG, ceogen, oy wholesale status. It was mentioned
that this incremental surcharde could lead to bypass of the utility
system by trangportation ftomers. However, a sales based
surcharge would be higher an one based on transportation volumes.
If this higher rate were/imposed on all utility sales, non-core
customers may react by/procuring their own gas supplies. This
sales bypass would r¢sult in the core c¢ustomers shouldering meost,
if not all, of the LIRA program costs. We have decided against
thisfscenario. Moreover, consistent with our decisions
restructuring th¢ gas industry, PGEE’Ss core and non-core portfolio
rates reflect ofly the costs of gas supplies. Therefore, LIRA
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ke submitted in December'1989. Thus, PP&L is proposing a nmonthly
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 :orgo approxlmately $6.8 million in annual revenues as
part of its Rate Stabilization Program, according te PP&L’s
witness. PP&L claims that by foregoing this rate increase, 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 considexed
in its 1986 general rate case. Moreover, the utility 15 faced with
competxtlon from alternate fuels.

PP&L is concerned that the Commlsszon may apply uniform
assistance standards to all Calarornze 3urzad1ct1onal utilities
In particular, it would object to the Commission’s use of the ULTS.
criteria. PPSL described the income characteristics of its
residential population. Using figures proviaediby‘PP&L?srwitness,
it appears that the median 1983 household income in PPSL’s service
territory was roughly $12,750. The statewide median hoﬁeohold
income was $29,400. Approximately 30% of PP&L’s California
ratepayexs may qualify for the LIBRA progranm under an eligibility
critexia of 150% of federal poverty guideline. 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 neot accoptable, then PP&L wishes the
Commission to adept a program along its recommended lmnes, but to
postpone 1mplementet1on of the program untllwafter full

cons;derat;on of PP&L'G flnanozal posture znplts December 19389
goneral rate case (GRC)- o Lo ;

[
v
|
\
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surcharges for the gas utilities should be assesgsed on transported
volumes of gas.

The following customer classes will be exempted from the
LIRA surcharge: existing special contracts which state a specjfic
rate, utility electric generation (UEG) gas customers, cogengration
gas customers, wholesale gas and electric customers, and erhanced
0il recovery (EOR) gas customers. These customers are axXempted
from funding the LIRA program because of special circydstances,
such as contractual obligations of the utility, the potential for
double paying, or statutory requirements. Low-ingdme sales will
also be exempt because the LIRA program will digfount such usage.
Street lighting will also be exempt because. syéh serxvice is
uvltimately paid for by taxpayers, who will adready contribute to
the LIRA program as ratepayers.

The interim opinion provided tMat LIRA administrative
costs will be allocated between gas and electric operations in the
same proportion as gas and electric p ogram—discounta, but did not
specify where that allocation shouXd occur. Allocation should
occur in the ECAC proceedings of /the combined utilities. An
allowance for franchise fees ap@ uncollectibles will be made after
the allocation of administratiAve costs occurs.

Most of the partiés recommend allocation of electric LIRA
program costs on a cents yer-KwWh bhasis. SDG&E advocated allocation
based on Ecqual Percentage of Marginal Cost (EPMC). The EPMC
methodology is not appfopriate because it assumes that every cost
has a functionality at allows its incurrence to be attributed to
a class of ratepay¢rs. Moreover, allocation on a per XWh basis is
nore consistent with the goal of minimizing the burden on any one
class of ratepayers. Therefore, costs of the electric LIRA program
should be col ected on an equal cents'per-kwhvbnsis.

E. Menitoring
- ¥he interim opinion requires the respondent utilities to
cooperate with CACD in its annual monitoring or the LIRA.program.

|
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The low~income assistance program would provide a
discount to Tier 1 rates equal to the difference between PP&L’sS
pre-rcalignment Tier 1 rate from PP4L’s current Tier 1 rate. PP&L
bad no specific recommendations on low-income eligibility‘criteria.
It believes that at least 50% of its eligidble low-income population
would sign up for the program and that higher-than-average
participation will be realized due to the active low-income
organizations-in the service territery. PP&L proposes that DEIO
certify eligibility. It estimates that about $50,000 of its
$200,000 administrative costs would be used zer_eertification &
verification of eligikility.

. PP&L has no fuel ¢ost adjustment mechanism, and has
recquested the Commission to eliminate its ERAM mechanism. It sceks
‘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
and its general rate case filings. DRA accepts the company’s
propesal for bandling annual updates in its attrition filing and
recommends rever'of the.reasonableness of adm;nxstrat;ve expenses
in each GRC. '

G- CP Natienal

) CP National would ut;llze DRA'* proposal to implement 2
"low-income assistance pregram with ome exception. Instead of a 10%
of RAR minimum discount for CP National, the utility'recommendz“a
nininmum benefit equivalent to 6% of RAR discounted off baseline.
This would result in a $1.81 per month benefit. CP National
belzeves its ratepayer base, of which 62% is residential usage
justifies this difference. CP Nat*enel states that appllcatlon of
the 10% RAR minimum would result in a ”signiticantly highex”
average surcharge on non—part;czpants than the surcharge on other
ut;llt;esf non-partmczpant ratepayers.

' Based on its use of self—certlflcatzen teo determzne the
ellglbmlmty ef Lts telephone ratepayers fer ULTS, cP Natzenal
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Given the results of the workshop ordered by the interim opinien,
CACD’s monitoring role should include evaluation of administrativ
cost expenditures and the reasonableness of utility effort in

of the ratépayer participation rates achieved. CACD should
evaluate the possibilzty of. joint outreach wmth telephone
utilities.

Eindings of Fact |

1. Assistance to low-income energy ratepayeys is hest
provided through a 15% discount to both the Tier/1 and Tier 2
rates, as well as any applicable monthly rxesidgntial customer
charge, within the residential rate scheduld because this will
confer a meaningful level of benefits to - class of ratepayers
which has been targeted for rate subsidy/will encoufage
participation by.eligiblé ratepayers, and will enable realignment
of Tier 1/Tier 2 rates to proceed in An equitable manner, and at an
accelerated pace. ' ,

- 2. Tiex 2, as well as Tier/l, rates should be discounted by
~ 15% in oxder to aveid the dispayity between these two rates which
led to the high-bill problems fecessitating baseline reform in the
first place. |

3. A LIRA program shoOuld. be available to qualifying low~
income energy ratepayers.

4. The 15% discoynt on residential rates is the most
reasonable way of providing assistance to low-income ratepayers at
this time because it/targets a substantial portion of baseline
benefits to low-ingOme customers, provides a significant, rather
than symbolic, lefel of benefits, and is cost-effective in
rinimizing adminAstrative overhead.

5. The ‘s RAR method is the most reasonable means of
calculating the impact of baseline refoxm.on low-income ratepayers
because it est isolates and quantiries the di:!erence in Tier 1

rates which result from the rlattening the Tier 1/rior 2
-ditferen al. | :
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recommends either self-certification for LIBRA program applicants
or the use of social service agencies to sereen applicants.

CP National’s primary proposal for recovery of LIBRA
program costs would be te- add those costs to the base cest amount
of CP National’s'supply adjustment mechanism (SAM) balancing
account. It would not object to using 2 new-balencing account for
cost recovery w;th respect to this progran. In‘the absence of a
scheduled rate case, CP National recommends use of its response o
the ALY data request to calculate LIBRA,prograu costs.. Ihose costs
would be entered in a balanclng account, to be revxewed at the next
general rate case. ,

The residential tariff of CP Natzonal’s Needles District
retaxns a lm:elmne allowance pursuant to formexr PU Code § 739.
Hence, there were ne Tier 1 rates to adjust in D.88-10-062. Since
SB 987 requlres a program assistance to low-income enerxgy
ratepayers, without exceptzon, an appropr;ate program should be
authorized for the Needles District.

Southwest Gas proposes to set Tier 1 rates. at their pre-
realignment level. Currently authorized test year billing
determinants and primary residential class revenue requiromen*
would be used o calculate a LIA (Low-Iucome Ass;s.ance) rate as
85% of SAR, as was done prior to Baseline refor:m.  The LIBRA rat
would be recalculated when class 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 basisifrom‘ell_non-loWQincome-soles,.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. Determ;nat;on of eligikility should be done by a
local communlty servxce agency, rather than the utility. The
Commlss;on.mlght verx!y el;g;b;l;ty of h;gh—volume ratepeyer;.
cap ‘on the amount of subsxdy to 0. 25%-0 54 of total revenue zo
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6. LIRA rates will not be available to unmetered consume
because their energy bills are bundled with their rent and thefe is
no way to enforce a pass through of the LIRA discount to th
consumer. |

7. Contra Costa County’s proposal to-exempt qualifying low-
income ratepayers from the monthly meter charge for redidential TOU
rates is a reasonable way of leveraging costs to nonfparticipants
o provide greater potential benefits to‘low-inco ratepayers and
should be adopted for PG&E.

8. Eligikility criteria for the LIRA.pr gram will change at
the same time as revisions to ULTS criteria
Commission.

9. Utilities should notify their
program as approved today in English - in other languages as
appropriate to their ratepayer populafion via bill notice issued in
the billing cycle immediately follo¥ing December 1, 1989. The
electric and combined utilities slfould circulate the multilingual
Pill notice during the bill cyc}e commencing two months before the
sumnexr peak. All utilities shéuld advise each applicant for
utility serxvice of the availgbhility of the LIRA rate, as this will
notify those who have not Yeen notified through the bill notice.

10. The interim opi ion described an appropriate application
form. The utilities shotild not request' inrormation, whether
optional or not, which/was not sought by tha approved application
fornm.

am costs consist of LIRA benefits, defined as
the difference betWeen the main residential rate and the LIRA rate
times LIRA rate gonsumption, LIRA adninistrative cost, and an
allowance for fYanchise fees and uncollectiblas on LIRA~-
administrative/cost. : )

12. The/ utilities should :orecast a LIRA cost for the first

yeax based - factors shown in Appendixuh and using rates resulting
trom‘the n ‘rate, chanqe decisian.
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advocated. Although SW Gas wishes to extend LIA program benefits
©0 residents of master meter mobilehome parks, it cannot guarantee
that a landlord will pass the discount through. It opposes
providing LIBRA benefits to non-permanent residents.

Western Mobilehome Association (WMA) supports the concept
of a program of assistance to low-incoeme ratepayers. WMA estimated
that on a statewide basis, about 19% of all mobile home households
have annual incomes at 125% or less of the federal povcrty level.

WMA will recommend that all owners of submetered parks
cooperate with the utilities’ outreach efforts and will help
explain the program’s revised billing requirements to park owners
and to companies that provide submeter blllmng servmces. However,
WMA is.oppesed to any requirement that park owners be responsi inle
for soliciting, qualifying, or certlfyzng residents for the
program.

The Commission’s Division of Ratepayer Advocates (DRA)
recommends that the LIBRA program consist of a rate discount based
on the relationuhip of the baseline rate to the RAR prio* to the
rate recalignment, with a minium bcnefzt of’ 10? of RAR and no cap on
program costs. :

DRA rc¢ommcndq the use of RAR over SAR in order to aveid
any impact on the level of subsidy resulting from changes in a
company’s customer base or cost structure that do not otherwise
havc any effect on the alignment of 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 ratioﬁof Tier 1 to RAR off the
participating customers’ baseline rate. ‘

According to DRA, 2 minimum discount of 0% o: RAR iz
necessary to make the LIBRA -program worthwh;le admznzstratmvely and
to encourage par:;c;pat;on at the_oupset,of the. program. The DRA -
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13- A LIRA surcharge shall be authorized in the next utility
rate change decision for which notice has been provided to
ratepayexs pursuant to PU Code § 454. The LIRA surcharge is
forecast of LIRA costs divided‘by the forecast volume of nonréxempt
sales of electricity, or the forecast volume of non-exemp
transported gas, as the case may be. The surcharge shalX be
collected on all non-exempt sales of electricity and
transportation of natural gas.
be booked to the LIRA balancing account to. offset
allocation of LIRA administrative costs between
customers shall be on the basis of aggregate el
LIRA rate discounts (LIRA discount x LIRA sal

14. The following customer classes shoyld be exempt from the
LIRA surcharge: existing special contracts/which state a specific
rate, utility electric generation (UEG) gys customers, cogeneration
gas customers, wholesale gas and- electr customers, and enhanced
oil recovery (EOR) gas customers, stre .lighting electric
customers, and low-income sales. _

15. The LIRA rate should be adjusted whenever rates are ‘
changed so that the LIRA rate is mfintained at ssg of the main

residential rate. The discount ghould apply to Tier 1 and Tier 2
rates as well as to any appli
charge.

16. The LIRA surcharg should be adjusted annually in the
proceeding wherein enerxgy @r fuel costs are offset, or in an
attrition proceeding, or fbther proceeding whereby residential rates
are revised. Overcolledtions or undercollections should be
amortized prospective through the updated LIRA surcharge. The
surcharge should be Xased on the determinants established in the
relevant revision groceeding. Revisions to the LIRA surcharge
should take into/account chanqes in rate changes,. ratepayer
participation vels, realignment of the Tier 1 and Tier 2. rates,
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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 SB 987 must be strictly linked to realignment,
some connéction between the rate discount and realignment is’
necessary £o ensure that low-income customers are not worse off
than they were prior to the realigmment of rates pursuant to S$B
987. | | | |
The maximun benefit level that automatically results

under DRA’s 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 progran
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. Tt believes
that continual reevaluation of the level of subsidy would
accomplish its goal of‘balaqcing the needs of low~income customers
against the cost imposed on other ratepayers.

~ DRA state that the LIBRA.program should be funded on 2
cents per unit of energy basis. It reasons that a rate discount
for low-income cus toneré which is funded by other ratepayers is 2
subsidy program and a gubgldy'program is not by its nature cost
based. Conseguently, it is difficult to attribute the costs of an
equity program to any single class of customers. MNoreover,
benefits from this program are not limited to the residential
class. A bill assistance program such as this would tend to reduce
2 utility company’ s uncollectibles, wh;ch benefits both the company
and its customers. Therefore, DRA recommend allocatlon ¢f LIBRA
program costs to all gas. custcmer classes w;th the exception of
UEG, cegen, EOR, Speczal ccntracts where a .pec;:zc price has been
provmded, wholesale customers, and low-mncome Tler 1 sales and
street llght;ng._ Accordmng to DRA, all electric customers should
support,the prog:am, except.forAcustome:s.unde: spe;mal contract -
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baseline allowances, average usage, numbers of eligible householdsy/////
and other factors likely to affect the amount of rate subsidy.

17. The cost per non-participant was estimated under vardious
scenarios in the utilities’ responses to the ALJY’s data re
Given the most liberal assumptions, costs to non-participants do
not appear to be unreasonable.

18. Since the impact on ncn-participant ratepaye
predicted, there is no basis for any cost cap at thig/time.

19. LIRA surcharges for the gas utilities shoMld be assessed
on transported volumes of gas on a cents-per-the

20. The costs of the electric LIRA progr
collected on an equal cents per-kWh basis.

21. A reasonable level of administrative costs cannot be
established at this time. The utilities are/ authorized to use
their proposed administrative budgets to e lish the first year’s
surcharge, but administrative costs dooked to the LIRA account are
subject to reasonableness review in the/LIRA revision.procoeding.

22. LIRA administrative costs infrease the ﬁtility’a revenue.
requirement. An allowance for franclhise fees and uncollectibles
should be made on this revenue requfrement increase.

23. The most effective means/of establishing the
reasonableness of LIRA administrative budgets is to establish a
single DRA audit team, ongoing ing the first year, to perform
reasonableness reviews for all/utilities. This will assist in
establishing an ongoing budgef of administrative costs to be
included in each utility’s hAse rates, as well. _

24. The Commission’s /progress in reforming the baseline
program, and in the adopt a low-income program, will be reviewed by
the COmmission in Mny'or 1991. '

‘ A rate discgunt must conter a substantial benofit on
ratepayers in order o constitute a program of asaistance.
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and low-income Tier 1 sales. Street lighting is listed because
those costs are paid by taxpayers. Since these taxpayers are also
ratepayers, ¢ollection of LIBRA costs from street lighting revenues
would ~deouble-charge” ratepayers, according to DRA.

DRA recommends use of the ULTS eligikbility criteria and
self-certification by applicants. It does not ebject to the usze o2
the DEQ as an agent for certification. The LIBRA discount should
be offered to~submete:ed\users;'but not to master meter customers
with unsubmetered tenants. - Low-income customers on optiomal TOU

schedules eheuld be extended program benef;ts through appropr;ate
means.

w

DRA<proposes that a separate balancing account sneuld be
set up for the LIBRA program. only incremental administrative
expenses should be hooked to the LIBRA balanclng acecount and thc
belancing account treatment for adm;nxstrat;ve expenses should
cease with each company’s next general rate case. DRA recommendg a

workshop to develop the concept of a men;tormng comm;ttee te review
the LIBRA progranm.

K. JURN , |

Towards Utility Rate Normelization (TURN) is a not-for-
profit group which represents the interests of residential utility
ratepayers. It continues to. uuppo*t an energy bagelmﬁe progran
featuring inverted block rates that is generally available to al
residential customers regardless of inceme. However, itirecogni:es
that SB 987 mandates a targeted low-lncome assistance prograsm and
has intervened to prov;de a residential rntepayer perspect;ve on
the issues. TURN supports the po*xtlons taken BY the DRA on mest
of the contested issues. '

TURN believes that the ob;ect;ves ef offsett;ng the
effects of baseline reform and providing a meanxngul benef;t to
low=income customers can best be ach:eved through a rate d-scount
that is equal to the greater of 1) 10% te 15% of.the average
residential b;ll, or 2) 15% of the SAR. Tne.letter ceriterion is
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2. The fact that SB 987 both eliminated the 85% of SAR limit
on Tier 1 rates and mandated a program of assistance to low-inconme
ratepayers does not limit the level of benefits to that
no more than mitigﬁte the'increase‘in_mier l,rates expe
low-income customers.

3. A 15% discount on the main residential rate
reasonable benefit to low-income customers. Rea ghment of the
Tier 1/Tier 2 differential should be pursued s¢/that the benefit
level of the LIRA discount is commensurate wifh the inmpact of such
realignment. ‘ .

' 4. Protection of 1oWhincoma ratep-:ars against increases in

Tior 1 rates due to residential rate re ‘ignment is congistent with
PU Code § 739. :

IT IS ORDERED that:

1. Within 10 days of th¢ efifective date of this order, the
respondent utilities shall aménd the tariffs ordered by
D.89-07-062, (interim opinioh) by advice letter to provide a low-
income rate assistance (LYIRA) rate consistent with the terms of
this order. The LIRA rate shall be 85% of the main residential
rate and shall be offered in a tariff separate from the main
residential tariff. The LIRA rate shall be effective November 1,
1989. | |
2. Within 10 days of the effective date of this decision,
Pacific Gas and Elefdtric Company (PG&E) shall amend its residential
Time-of-Use tariff/by advice letter to provide for waiver of the
monthly meter chafge for qualifying low-income residential
customers. The .dvice letter shall become ezrectivewNovember 1,
1989 : : : :

3. Within 30 days of the eftective date of this. decision,
the,rosponden utilities ana DRA shall maot in a workshop to
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the only one that can assure that no low-income customer ends up
worse off as a result of 5B 987. The DRA’s RAR approach fails to
do so, accord;ng to TURN. '

TURN criticizes Socal’s proposal to ¢ollect the LIERA
surcharge from core customers as centrary to the Legislature’s
clear intent. It recommends collection of the Surcharge from all
customers, with the exception of wnoleﬂale custeomers and the UEG
and cogeneration customers of the gaa utilities. ‘Although existing
special contracts which include a stated rate must be excluded,
future contracts should 1ncorporate the surcnarge- That is because
to the extent rate discounts are necessary, TURN believes they
should come from rate components not: protectcd by a belancxrg
account.

TURN reluctantly acquiesces to balanc;ng account
treatment for LIBRA program admxnlstratzve costs. It stressed the
neced to limit balancing account entries to' incremental
administrative costs that have been incurred specifically for the
LIBRA program. Such recovery should‘bevsubject’te strict annual
reasonableness reviews to-cnsure}'among other things, that costs
be;ng recovered are truly incremental and result from the LIEPA.
program. Balancing account treatment of admmnxstrat:ve costs
sheuld ke limited to two ycars, after which time the costs should
be forecasted on a test year basis for recovery through general
rates. , - |

Revenue losses due to LIBRA benefits should be recorded
in a balancing account and amortized annually in the company’s ECAC
or ACAP proceeding. TURN recommends a separate balancing account,
rather than the ERAM, f£or recovery of LIBRA program costs. No
ERAM=type account exists for the gas companies. The LIBRA '
uu:charge should be based upon recorded costs only, with no
torecastxng of future per;od accruals at th;; time.

Flnally, TURN recommend;-that the utilites be. reguired to
pexrform certain men;torxng £unctxons 1n order to~allow the




1.88=07-009 ALJ/ECL/vAl #w

program. CACD will report to the Commission on
the workshop and include a recommendation.

| 4.

is modified to state:

7. . . Low-income program rates
available to unmetered consum
energy bills are bundled with
there is no way to enforce a-
the program discount to the

5. Beginning with the bill notfce to be issued during the
billing cycle beginning after Decembér 1, 1989, the bill notice
ordered in D.89-07-062, Ordering Pyragraph 3, and explained or
modified in the text of this decifion, shall be multilingual in
accordance with the langquage needs of each utility’s residential
ratepayer population. The bil) notices are subject to approval of
the Commission’s Public Advisdr.

6. Pacific Power and Yight (PP&L) is authorized to process
applications through the Department of Economic Opportunity so long
as the utility can place
within one billing cycle Arom the date of the application.

7. Only PGSE and FPiL are authorized to use a two~step LIRA
application process, and their results are subject to the review
provided in D.89-07-062, Ordering Paragraph 6.

8. The respondent utilities are authorized to recover the
reasonable costs of /the LIRA program from all ratepayers, except
for the following:/ LIRA program participants, those special
contracts which te a negotiated‘price and were executed prior to
September 7, 1989, specific rate, utility electric generation gas
customers, cogﬁreration gas customers, wholesale gas and electric

- customers, enhanced oil recovery customers, and’ atreet 1ight1ng.
cuspo;ne'*s .




1.88-07-009 ALJ/ECL/vdl *

) §
Comnission to gauge the effectiveness of the LIBRA program and to
evaluate its effectiveness in meeting the needs of minority groups
and seniors. An update of potential participants within cach
sexrvice area should be submitted within six months of this
decision. Eighteen months after implementation of the LIBRA
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 deseribed. These
reports should be-updatéd in each succeeding GRC.

Finally, TURN recommends that a LIBRAJmonitoring
committee be established, made up of. ut;lmtv, consumer, and
Commmsszon staft representatlve The purpese of the commzttee
would be to evaluate the lmplementat;on of the LIBRA.program, based
on the monltorzng reports, and to suggest methcds for mmprovemen

|

| IXI. Discussion

A. Benefit Level
1. LIBRA Rate |

SE 9387 charged the Cémmi ssion with establishing a preogram
of assistance to low-income electric and gas customers. The
legislation deoes not specify the amount or manner by which
assistance should be given, nor does it define “low-income.” This
mandate coincided with the grant of greater flexibility in pricing
the bagellne quantzty of service. The ut;l;txes have reasonably
assumed that a low—;ncome assistance program should offset the
erfects of basel;ne real;gnment, 2s the increase ln Tier 1 rates

above 85% of system average rate is called on low-zncome
ratepayers.r

/
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9. Following calculation of the LIRA surcharge in the
relevant rate change proceedings.listed in Appendix A, each
respondent utility shall file by-advice‘letter a tariff
establishing a LIRA surcharge to recover the cost of the
program, consistent with the terms of this order. The sur

shall be calculated usang the zactors contazned in Appen

change proceedings listed in that Appendix- The -sur
included in the rates of ratepayers not exempted b Ordering
Paragraph 7, above.

10. Revisions of the LIRA.rate, the. LIRA urcharge,
amort&zation of the LIRA balancing account, d review of the LIRA
program will occur annually in the utility’é Energy Cost Adjustment
Clause, Annual Cost Adjustaent Proceeding/ attrition, or other .
proceeding where residential rates are nged, as indicated in
Appendix A. The first LIRA revision aAd reasonableness zeview of
administrative costs shall occur in Yhne proceedings by"wh;ch rates

effective on January 1, 1991 are 4 ermzned.

,11. L;QA.prcgram administrafive costs shall be recovered in
the utilities’ base rates, rathgr than in the LIRA surcharge, in
the general rate case Zollowing at least one reasonableness review
0f LIRA administrative costs/in the LIRA revision proceeding.

12. Commission Advis and Canliance“Diﬁision'monztorinq-of
the LIRA program, ordered/in D. 39~07~062, shall include a
comparison of administx 1ve coOSts and paxt_czpatzon rates among

utilities, and a reco endation of any necessary prcgram
modi‘icatlons.

This orde is effective today. , :
pated /QF2> 7 4QfQ , at . San Francisco, California.

G. MITCHELL WILK -

L President
‘ sﬁ%cx R. DUDA
s/ JOHN' B. OHANIAN - "W HULETT
/s CO:m:.ss:mner K JCHN' 8. OHANIAN:
b PATRICIA. M. ECKERT:
mewmsuomxa ,

wmll lee aw 1tten concur:;ng op;n-on.'
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While the utilities would limit the amount of assistance
to offset exactly the effects of baseline realignment, they do not
cite any legislative aﬁthority for such a'limi:; Instead,
reference is made to the Commission’s evolving policy of aligning
rates with cost. A rate discount in excess of actual realignment
is not cost-based, according to the utilities. However, an attempt
to design 2 low-income assistance program on the basis of cost-
causation would encounter_logicai pitfallé. The program of
assistance is a subsidy of low-income ratépayers'by other
ratepayers." As DRA testified, a subsidy program by its very nature
is not cost-based.

The partxcs recognzzed the quas;-leglslatmve role thic
Comnission must assume in lmplementzng this broad mandate at the
December 28, 1938 prehearlng conference. It was there suggested
that the Commission propose a rule settxng forth the program fox
comment., A rulemaking was not deemed necessary. Clearly, in this
decision, the Commission must define its goals and when deciding

how it will accomplmsh those goals, it must balance the interests
of all affected parties.

- The task of protecting low—xncome ratepayers from the
rate increases that accompany baaelzne refornm requires that those
ratepayers be actually inaulated from the rate increases. The
offer of a rate discount is xnadequate it the ratepayera have net
'51gncd up for the discount when Tier 1 rates are 1ncrcased due 0
realignment. Low=income ratepayer ‘shculd actually be on the
discounted schedule when furthexr realignment is proposed to in fact
mitigate the impacts of baseline reform. This means that the
‘discount should be substantial enough to conter 2 meaningful
penefit on program participants. The discount should alsoe be
easily understood in order to attract participants.

At the same time, costs to. non-participants should be .
reasonable. The Commission recognized,thefsubsidy*curren;ly-borne
by all ratepayers\who‘coﬁsume~mo:e than the basé;ine quantity in




