PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

ENERGY DIVISION RESOLUTION G-3248
DECEMBER 3, 1998

RESOLUTION

RESOLUTION G-3245. SOUTHERN CALIFORNIA GAS
COMPANY REQUESTS APPROVAL TO COMPETITIVELY BID
THE WEATHERIZATION PORTION OF ITS 1999 LOW- I\CO\iF
PROGRAM. DENIED WITHOUT PREJUDICF‘

BY ADVICE LETTER 2731-(}, FILED ON AUGUST 4, 1998

SUM YIAR\’

1. By Advice L. eucr 2731-G, Soulhem California Gas Compan) (SoCal Gas)

requests appioval (o bid ¢ompetitively the weatherizatién portion (WP) of its 1999 low- -
income program known as the direct assistance pro gram (DAP) SoCal Gas will provide
a further description of its bid process along with 1ts program des:gn in its October 1,
1998 Advice Letter filing. _

2. 'Ihc OBlce of Ratcpa) ¢r Advocates (ORA) fi lcd comments suppoiting SoCal Gas -
Advice Lelter 2731-G with one caveat. ORA belieyes that in order for these programs to
be fully competitive, SoCal Gas should épen up the Outreach and Assessmient portion of -
the WP to all qualificd bidders, and not just ticensed contractors and non-profit
organizations. :

3. The following parties filed protests to Advice Letter 2731-G: Winegard Encrgy
Inc. (Winegard); the Commiunity Action Commission of Santa Barbara (CACSBY); the
Association of Southern California Environmental and Energ)' Programs (ASCELP); the
Orange County Community Dev elopment Council (OCCDC), the Residential Service
Companies® United Effort and SESCO, Inc. (RESCUUSLSCO), the Veterans in
Community SennCc, Inc. (VICS), the Community Services De partment of San Bernadino
County (CSD); the East Los Angelcs Commnunity Union, the Maravilla Foundation, and
Latino Issues Forum (LAMLIP), and TELACU Weatherization (TEL:\CU) Many of
the protestants allegéd that competitively bidding out the programs at this time will
cause: the quality of work to Suffer; increased éxpenses; program disruptions; customer
confusion and frustrallon, increaséd costs to Southern California Edison Conipany
(Ldlaon) and’or in¢réased eﬂcpgnses and unemp‘o) ment for current service providers.
Some protestants are concemed that the proposed program lacks pay ~for-per[‘ormance
incentives, should not reslrlcl 10 biddérs with e\pcnence in the SoCal Gas service area, is
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premature since the 1999 programs are Jusl being designed, and’or should not bind the
Independent Administrator (1A). Certain protestants claimed that San Dlebo Gas &
Electric Company (SDG&E) and Edison should also be required to competitively bid
1999 programs with pay-for-performance inéentives, and for that SoCal Gas and EE dison
should combinc competitively bidding the WP.

4. This Resolution denies SoCal Gas® Advice Letter 2731-G without prejudice.

BACKGROUND -

l. In Decision (D ) 95:12- 063 the Commission dcscnbed its vision of low-income
cfnert.) eﬁncncncy programs, “[E]ncrgy service conipanies or nonprom communily-based
‘ ”orgamzahons would compete for use of the funds to provide low-income efliciency
services.”

2. In a subsequent decision, D.97-02-014,* the Commission reiterated its intent that
“...funds disbursed by the Adniinistrator for low-income energy éfficiency or education
_ services be allocated by competitive procurement.”

3. SoCal Gas® curfent program is not a competitively bid program. Pursuant to
D.93-10-043,® SoCal Gas competitively bid 25% of its program for a Lwo year pilot
program. '

4, The term for interim utility administration of low-income assistance programs
was extended by D.98-05-018" to December 31, 1999.

5. The Low Income Governing Board (LIGB) considered SoCal Gas® request for
Board approval of its intent to competitively bid components of its DAP al several
meetings. The motion to support SoCal Gas® proposal ultimately failed 4 to 4 at the July
21, 1998 LIGB meeting. Another motion for the LIGB to file a response selting out the
Board’s positions pro and con and why the Board deadlocked also deadlocked.

6. The Commiission, in struclurmg the implementation of its goals for energy
cfliciency and low income assistance programs, relied on the passage of

! In Rulemaking (R.) 94-04- 03] and (1) Invéstigation 94-04 032 dated December 20, 1995, as modified -
by D.96-01-009 én January 10, 1996, p. 167 '

?1n R.94-04-031/1.94-04-032, daled December 20, |995 as modified b) D 96-01-009 on January 10, 1996,
p.67..

’ SéCal Gas Test Yea: 1994 Rate Case .

*In Rulernaking (R.) 94-04-031 and (1) ln\es!lganon 91- 04 032, dated December 20, 1995, as modified
by D.96-01-009 on January 10, 1996, p.1
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Asse mbl) Bill (AB) 2461 to, aniong other things, provide for the Public Goods Charge
funds® to be transferred to the State treasury and used for programs run by an 1A, starting
July t, 1999,

7. A Septembder 23, 1998 Assigned Commisstoner's Ruling (AC R) cstablished a
procadural forum and a schedule for the energy efliciency and the low-income assistance
programs.

8.  -OnSeptember 28, 1998, AB 2461 was vetoed by the Governor. This veto calls
into question how the Commission’s pOIIC) preferences, as eéxpressed i in D.97-02-014, for
independent administration of these programs c¢an bc, realm.d '

9.  AnOctober 1, 1998 ACR s\heduled a Publlé Hearmg to provide input on what the
Commission should do to unplcmenl the programs required by Public Utilitics Code
Scctions 381(c) and 382. The earlier Seplember 23, 1998 ruling was not reversed.
Pursuant to this ACR, stru¢tural alteratives for implententing the Conimission’s policy
goals for low-income “assistanice programs would be investigated at the Public Hearing.

10.  The Public Hearing was held on October 27, 1998. Various views were
presented, but no consensus was réached on approprratc future action. The Assigned
Commissioner indicated that he would cénsrdcr the comments and forma
reconimendation to the full Commission at some later time.

NOTICE

R SoCal Gas Advice Letter 2731-G was served on dther utilitics, gbumrncnt
agencies, and to all interested parties who requested such notification, in accordance with
the requirements of General Order 96-A. Public notice of this filing has been niade by
publication in the Commission’s calendar.

PROTESTS

1. On August 26, 1998, the ORA filed comments in support of SoCal Gas Advice
Letter 2731-G, with the caveat that SoCal Gas open up the Ouireach and Assessment
portion of the program to all qualified bidders, and not JuSl licénsed contractors and non-
profit organizations. ORA noted that comipetitive bidding is the Commission®s policy
preference. ORA believes that the delivery of service (o customers should be able to
continue uninterrupted if SoCal Gas® proposal is rmplemented soon, and in so doing will
bring SoCal Gas’ programs mlo umformrl)' with other uuhty programs impiove cost

5 Provided for i in Public Uuhues Code Sochons 38!(c) and 382 for enérgy efficiency low-income
programs.
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eflectiveness, and make the eventual transfer to the 1A easier. ORA believes that results
from the compelitive bid process required by D.93-10-043 clearly demeonstrate cost
savings throughout SoCal Gas' entire DAP, Ilo“ ever, ORA is concemed that there are
organizations which could qualify to participate in SoCal Gas® proposed program if the
bid process for Outrcach and Assessment is openad to all who have experience in serving
low-income communities and have knowledge of conservation and weatherization
mcasures.

2. On August 20, 1998, Winegard and CACSB cach filed a protest to SoCal Gas
Advice Letter 2731-G. Winegard believes splitting the installation from oulreach
functions will result in customer confusion and increased ¢osts, and will require
significant time to éstablish itself. Winegard believes overheads are minimized when
outreach and installation are combined. Winegard asserts that the LIGB will designa
program where the contractor will provide both outreach and installation. Winegard is
also conceméd that individuals currently cmpIO) ed by the contractors will lose their jobs
as a fesult of the program being se parated CACSB echood most of these concems. In
addition, CACSB points to .98-07-060,¢ wherein SoCal Gas was ordered to expend an
additional $6 million in program money in 1998. CACSB expressed concem that with
itself and SoCal Gas managing this incréase, it is questionable whether or not a new bid
process can be administered effectively at this time. Addmonall), CACSB alleges that
training new ¢ontractors that may or may not be invelved in the future program after
January 1, 2000 may be ineflicient. CACSB claims it did not have nolice of SoCal Gas®
intent to bid out the programs for 1999 and claims it has already expended funds for
outreach for the 1999 program.

3. On August 21, 1998, TELACU, ASCEEP, and OCCDC each filed a protest to
SoCal Gas Advice Letter 2731-G. TELACU claims splitting outreach from installation
will cause poor customer service and possibly high cancellation rates. ASCEEP believes
implementing a new bid program, at this time, will cause loss of services and
discontinuitics, and asserts ¢osts for the program are already at market. QCCDC alleges
SoCal Gas® former pilot increased costs, and caused customer confusion and program
disruptions. OCCDC believes putting the 1999 programs out to bid in such a hurried
fashion will result in similar problems. OCCDC pointed to an inter-utility agreement
with Edison and wondered if SoCal Gas® proposal could have an effect on that
agreement.

4. On August 24, 1998, CSD, VICS, RESCUE/SESCO, and LAMLIF cach filed a
protest to SoCal Gas Advice Lelter 2731-G. CSD also alleges SoCal Gas® former pilot

program increased costs and caused customer confusion and program disruptions and is
concerncd that putting the 1999 programs out to bid could have similar results. CSD

¢ In A.95-06-002, dated July 23, 1998.
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alleges bidding out the 1999 programs could cause service disruption in teritorics
overlapping with Edison. VICS asserts that training, new materials, and purchasing new
computer seftware and equipment are examples of items that could increase program
costs and possibly cause program disruptions. RESCUIYSESCO believe splitting the
program into outreach and installation clements will impair the efliciency of the program
and increase costs. RESCUE/SESCO allege that if the programs are competitively bid,
pay-for-performance incentives should be implemented, Edison and SDG&E should also
be required to bid out their 1999 DAP, and SoCal Gas and Edison should be required to
combine their DAP since the utilities serve predominantly overlapping service areas.
LAMLIF voiced concemns similar to other protestants. Along with possiblé program
disruptions, LAMLIF believes that any potential cost savings will be outweighed by the
costs associated with changing to the new program because of the short duration of the
contracts. LAMLIF asserts that by putting the progranis out to bid in 1999, start-up costs’
may end up being incurred twice. LAMLIF alleges that SoCal Gas® pmposal is
inconsistent with Commission decisions and would not provide a wniform starting place
for all of the utilitics when the programs transition to the [A. LAMLIF allegesthe
bidding process could impact the $6 million increase ordered for SoCal Gas' 1998 DAP.

- LAMLIF is also concemed that Edison may be forced to bid its 1999 program as well,
mcn.asmg costs to its ratepayers. Finally, LAMLIF points to the LIGB not formalizing
an opinion on SoCal Gas® proposal.

5. On August 28, 1998 and September 14, 1998, RESCUE/SESCO fited
supplemental protests, as they became aware of additional information about SeCal Gas'
proposed program. RESCUE/SESCO protests the mininum quatifications for bidders.
RESCUE/SESCO claims the effect of the minimum qualifications would limit bidding to
firms already under contract to SoCal Gas or Edison. RESCUIL/SESCO alleges that the
restrictive qualifications are in vielation of the Commerce Clause of the U.S.
Constitution.

6. On August 31, 1998, September 4, 1998, and September 21, 1998, SoCal Gas
submilted responses to the protests. SoCal Gas re spondcd to the recurring issues raised
by the protestants:

a) SoCal Gas believes its decision to pursue competitive bidding is consistent
with and furthers the Commission’s goals. The LIGB did not approve or
disapprove SoCal Gas' proposal. SoCal Gas states it intends to incorporate
several program design elements adopted by the LIGB for its 1999 program;

SoCal Gas asserts it is éstablishihg appropriate performance standards 16 hold
contractors accountable for producing a steady stream of qualified customers
and completed jObS SoCal Gas asserts it docs not believe there will by any
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program disruptions if its proposal is adopted. SoCal Gas intends to detail its
estimated expenditures in its October 1, 1998 filing;

SoCal Gas points to findings from its pitol program which indicate positive
cifects from previously bidding a portion of the program. SoCal Gas claims
on a per-measure basis, contractors who bid the program had more lower-
priced measures then the other ¢contractors. SoCal Gas claims it intends to

- institute quality control standards and procedures to identify and promptly
resolve start-up problems so that contractors will produce in a timely and
conlinuous manner; :

SoCal Gas alleges that overall administrative costs will at the worst remain
the sanie with or without bidding. SoCal Gas asserts administrative costs
may actually improve since there will be a smaller number of ¢ontractors to
oversee. SoCal Gas alleges it does not expect to incur significant costs to
accommodate the bid program. SoCal Gas asserts that training costs should
not be a factor because many of the currently-trained workforce will continue
to provide services or new contractors will hire from the existing trained
workforee;

SoCal Gas alleges SDG&E has efficiently and eftectively opérated outreach
and assessment separate from installation. SoCal Gas points out SDG&E’s
pilot program indicated clients being served at a lower cost with independent
assessment. SoCal Gas tdéenlifies several ways the split program would
reduce costs and increase energy efficiencies. SoCal Gas alleges customers
tequiring only low-cost measures are not now being serviced. Additionally,
some measures are being routinely installed when they may not be necessary.
SoCal Gas asserts splitting the program will reverse these problems;

SoCal Gas claims the LIGB has not yet determined whether or not to
recommend splitting the program for 2000;

SoCal Gas claims its analysis indicates overpriced current installation and
outreach measures should decrease with competitive bidding;

SoCal Gas asserts a Class B General Contractor's license is a strong
indication that a contractor possesses the knowledge and skills to install a
measure, which are useful in determining the feasibility of installing any
given measure. Additionally, SoCal Gas alleges licensing assures the
provider is established in business;
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i) SoCal Gas plans on issuing ene-ycar contracts in order to allow for transition
of the program ta the IA. SoCal Gas would have the option of a contract
change order process to extend those contracts should the need arise;

SoCal Gas asserts recommendations for pay-for-performance, a bid process
by SDG&E, and a combined DAP for SoCal Gas and Edison do not directly
address SoCal Gas® proposal to bid; and

SoCal Gas modified its pre-qualification criteria to remove the “Southern
Catifornia” requirement and redirected the focus to two years or more of
weéatherization and outreach expericnce in low-income communitics. SoCal
Gas mailed a notice of such to interested partics.

7. On September 3, 1998, Edison submilled a response to RESCUE/SESCO's
prolc\sl Edison asserted that the protestants' reconimendation to combine its DAP
program with $6Cal Gas’ is inappropriate and should not b implemented. Edison
recommends any pay-for-performance approach to DAP be fully reviewed and
recommended by LIGB. Edison asserts it has utilized a competitive bid process. Edison
clainis it plans to work closely with SoCal Gas to continue the inter-utility cooperative
approved by the Commission.

8. On August 31, 1998, Sempra Encrgy, on behalf of SDG&E, submitted a response
to RESCUE/SESCO's protest. SDG&E contends its prograni is adntinistered by a third-
parly contractor, who was sclected through a comipetitive procurement process. SDG&RE:
asserts thal resolution of issues raised in protests to SoCal Gas' advice letter should not be
applicable to SDG&E.

DISCUSSION

1. The Commission, in D.95- 12 063 and in D.97-02-014, expressed its policy goals
of moving the disbursement of funds to provide low-income efliciency services to a
compelitive procurement process. D.97-02-014 retayed the Commission’s intent for the
funds to be disbursed through an 1A.

2, The Commission has not pronounccd a ch'mgn, inits pohc) goal of moving the
disbursénient of funds to provide low-income efliciency services to a competitive
procurement process. The veto of AB 2461 may delay or change implementation of the
Commission’s policy gmls of the funds bemg disbursed through the IA.

3. Some of the Proteslanls qwzsuon whether or not a néw bid process can be
administeréd effectively at this time. -The point is well taken. Due to the many questions
raised by Protestants regarding the_admlmslrahon of the competitive bid process of this
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time, we will defer making a decision at this time. Accordingly, we will deny SoCal Gas
AL2731 without prejudice.

4, Since we are denying SoCal Gas' request due to the uncertainty surrounding the
competitive bid process, we do not address any of the other issues raised by Protestants.

S. To the extent partics raise thc issue of uncertainty, their protests are granted. In
all other respects, these protests are mool.

6. ‘The Comnmsnon in seumg up the LIGB cnnsnoned receiv ing recommendations
from the Board on low-inconie assistance programs The Commission notes that the -
LIGB did review SoCal Gas® pmpmal before it filed an advice letter and deadlocked on
both approving or dlsapprm ing the proposal and for subniitting to the Commission a list
of the pros and cons related to the proposal and why the Board deadlocked. However, thc
Board met several times aflef SoCal Gas® advice letter was filed and yet did not pursug¢

, recommendmg approving of dl:appro\ ing S6Cal Gas® advice letter filing or submilling to -
the Comntission a list of the pros and cons related to the advice lelter and why the Board |
——deadlocked, if it did so again. We expect in the future for the LIGB to submit comments
and re¢ommendations on any advice letter or application subm:lled mlh regards to the
progmms under its oversight.

F IN DII\GS
L On Augusl 4, 1998, in Advi ice Letter 2731 -G, SoCal Gas requested approval to
compeulmly bid the w eathc.mauon poriion of its 1999 low-income program known as ,

the direct assistancé program.

2. - The Commission’s policy goal is to move the disbursement of funds to provide
low-income efficiency services to a compelitive procurement process.

3. The current schedule and implementation plan to realize that goal was formulated
- by the Commission, based on the Commission’s reliance on the passage of AB 2461.

4. On September 28, 1998, AB 2461 was vetoed by the Govemor.

5. The veto of AB 2461 may delay or change implementation of the Commission’s
policy goals of a competitive procuremient process, and the funds being disbursed through
anlA.
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6. The ORA conditionally supported Advice Letter 2731-G. The ORA’s
recommendation to open the outreach and assessment portion of the program to providers
who do not have a Contractors’ B License should be denied. :

7. Winegard, CACSB, ASCEEP, OCCDC, RESCUE/SESCO, VICS, CSD,
LAMLIE, and TELACU protested Advice Lelter 2731-G. Winegard’s, CACSB’s,
ASCEEP’s, OCCDC’s, RESCUI/SESCO's, VICS’s, CSD's, LAMLIF’s, and
TELACU’s protests should be granted to the extent they raise the issuc of the uncertainty
of whether the competitive bid process can be administered of this time .

THEREFORE, IT IS ORDERED that:

1. Southern California Gas Company (SoCal Gas) Advice Letter 2731-G is denied
without prejudice.
2. The Oftice OF Ratepayer Advocates’ recommendation is moot.

3. The protests of Winegard Fnergy Inc.; the Conununity Action Comniission of
Santa Barbara; the Association of Southern California Environmental and Encrgy
Programs; the Orange Counly Community Development Council; the Residential Service
Companies' United Effort and SESCO, Inc.; the Velerans in Community Service, Inc.
the Community Services Department of San Bernadino County; the Fast Los Angeles
Comniunily Union, the Maravilla Foundation, and Lalino Issues Forum; and TELACU
Weatherization are granted on the issuc of the uncertainty of administering the
competitive bid process at this time.

4. SoCal Gas Advice Letter 2731-G shall be marked to show that it was denied
without prejudice by Commission Resolution G-3245.

This Resolution is effective today.
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1 centify that the foregoing Resolution was duly mlroduccd passed, and adopted at a
conference of the Public Ultilities Commission of the state of California held on -
Docember 3, 1998; the following Commissioners voting favorably thercon:

© WESLEY M.FRANKLIN
Exccutive Director

RICHARD A.BILAS
- . President .
- P GREGOR\ CO\iLO\‘ '
- JESSIE ). KNIGHT, JR.
HENRY M DUQUE -
" JOSIAH L. NEEPER
- Commissioners
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