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SUMMARY of STUDY PROPOSAL

Phase I

Step One:
Establish a Supervisory Committee

Step Two:
Retain an independent contractor to assist with determining the current level of knowledge about California’s low-income population and programs.

Step Three:
Develop and issue an RFP for Phase II scope of work based on report prepared in Step Two.

Step Four:
Select independent contractor for Phase II work; seek input from the Commission, LIGB, and other interested parties on selection of independent contractor and obtain Commission approval of budget for Phase II work.

Phase II

The Joint Utilities retain the independent contractor to perform the work identified in Phase I.

San Diego Gas & Electric Company (SDG&E), Southern California Gas Company (SoCalGas), Southern California Edison Company (SCE) and Pacific Gas and Electric Company (PG&E) (hereafter referred to as the Joint Utilities) propose the following approach for Phase I of a Low-Income Customer Needs Assessment Study (Study) for California Public Utilities Commission (CPUC or Commission) approval.  

The Joint Utilities developed this proposal collaboratively to expand upon and enhance the Study proposal submitted by the Low Income Governing Board (LIGB or Board) in its compliance filing of February 26, 1999.  Specifically, this proposal also offers a different approach to the LIGB’s proposed Study by limiting the request for Commission authorization to Phase I of its Study.  The Joint Utilities’ proposal was developed based upon the Joint Utilities’ many years of experience administering low-income customer programs, and reflect the thoughts of many parties who actively participated in the Low-Income Working Group, or currently participate in Board and/or Low-Income Advisory Committee meetings. 

The Joint Utilities’ proposed Phase I Study includes the following elements: (1) A clear phasing plan, (2) Separate Commission filings for approval of each Study phase, (3) A proposal process which details each incremental cost per phase and allows for subsequent review by the Commission, (4) A separate Joint Utility filing for later phases, (5) The establishment of a strong Study management committee of experts on low-income customers and studies of this size and scope, and (6) A budget authorized and expended within 1999.  

The scope of subsequent Study phases will depend on the outcome of the preceding phases.  The Joint Utilities’ proposed Study approach ensures that the Commission that the Study will be supervised properly and conducted in an orderly, methodical manner.  The proposed Study should also reassure the Commission that cost estimates are accurate, and that the work that proposed actually needs to be done.

Scope of Work for Phase I

In Phase I, the existing low-income programs, specifically California Alternate Rates for Energy (CARE) and Low-Income Energy Efficiency (LIEE) as well as background information pertaining to their regulatory and legislative histories will be researched, and analyzed in order to establish the objectives for Phase II work. In addition, a Request for Proposal (RFP) will be issued and budget developed for Phase II work.  

Developing a report that analyzes all the available research, legislation, regulations, policies, and potential for synergy with other statewide low-income programs seems a very logical first step for the study.  The Joint Utilities believe this will allow the Commission, the Board, the utilities, and other stakeholders to better define the scope and objectives of the Study.  That is, all stakeholders will have an opportunity to weigh in on the questions or issues, which should be addressed by the Study.

Parties must agree to the overall objectives of the Study.  For example, some parties may feel that the Study is intended to standardize and define all future methodologies for determining market potential, achievable potential, market penetration, and other quantitative issues.  Others may feel the fundamental objectives are to learn more about the lifestyles of low-income customers in California. A common frame of reference will be critical for avoiding overspending funds on research. Phase I of the Study, as proposed by the Joint Utilities, accomplishes this objective and more.

Phase I of the Study includes three steps: (1) Establishment of the Needs Assessment Supervisory Committee (Supervisory Committee or Committee); (2) Determining the current level of knowledge pertinent to California’s low-income population and programs; and (3) Issuing a Request for Proposal for an independent contractor to conduct Phase II of the Study.

Step One: Establishment of the Supervisory Committee

The Joint Utilities propose that the Energy Division form a Supervisory Committee comprised of eleven voting members, as described below, to provide direction and supervision of the Study in all its phases. The Energy Division should form the Committee within thirty days after approval of this Advice Letter.  The Committee should consist of the following eleven members:

· One PUC Energy Division Representative (Chair),
· Two members of the LIGB,

· One Office of Ratepayer Advocates representative,

· One representative from each of the utilities (Pacific Gas and Electric, San Diego Gas and Electric, Southern California Gas Company, and Southern California Edison Company), and

· Three representatives of entities representing low-income customers.

The proposed Supervisory Committee will provide the proper balance between stakeholders’ interests: low-income customers, non-participating ratepayers (through ORA’s involvement), regulatory bodies, agencies representing low-income customers, and the utilities. Including representatives from each utility will facilitate expedient utility assistance with research efforts (data requests, etc.), and provide knowledge of program operations and address the differences within utility service territories.  Moreover, since, as noted below, the Joint Utilities’ are proposing that contracts for independent contractors be issued by the four utilities, utility representation on the Committee will mitigate possible concerns about utility liability for contractor negligence and other performance-type issues.  

Selection of Supervisory Committee

The Joint Utilities propose that the Energy Division chairperson conduct the outreach efforts to identify which community agencies representing low-income customers are to serve on the Committee.  All Committee members will be designated by the organizations they represent.  The Joint Utilities also recommend that the Commission direct that the Supervisory Committee is formed by May 21, 1999 (i.e., within thirty days of approval of this Advice Letter) as the first official act of the Energy Division in connection with the Study effort.

Duties and Responsibilities of the Supervisory Committee

The Committee will have overall responsibility for management of the Study including:

· Serving as an independent Committee of the CPUC Energy Division, Assigned Commissioner and/or Administrative Law Judge (ALJ).

· Fulfilling tasks assigned by the chairperson of the Committee.

· Developing project management plan(s).

· Supervising development of Requests for Proposals. 

· Screening and recommending the Phase I independent contractor.

· Supervising work of utilities, the independent contractor, and others involved.

· Providing monthly progress reports to Board and Commission.

· Publishing results and making publications readily available to the Board, CPUC and the public. 

· Reviewing results and submitting preliminary recommendations to the Board and the Assigned Commissioner and/or ALJ.

The timeline proposed (see Timeline) for Phase I of the Study spans eight months.  The Joint Utilities expect that two one day meetings per month of the full Committee will be required over the course of Phase I activities (eight months), or a total of 16 meetings. 

Step Two: Determine the Current Level of Knowledge Pertaining to California’s Low-Income Population and Programs.

The second step in the Joint Utilities’ alternate proposal involves retaining an independent contractor.  An independent contractor hired by the Joint Utilities on behalf of the Supervisory Committee will provide the following service:

1. Review all pertinent available low-income research conducted in the past three years;

2. Review legislative and regulatory rulings and obstacles regarding low-income programs;

3. Evaluate potential statewide databases with low-income components;

4. Investigate potential synergies associated with combining elements of low-income programs (federal, state, and local); 

5. Develop a Request for Proposal (RFP) and budget for Phase II activities;

6. Conduct focus groups and public input forums; and 

7. Provide some level of staff support (along with that provided by the Commission) to the Committee during its monthly meetings. 

The Supervisory Committee will determine the process for selecting the independent contractor for Phase I.  If the Committee requests, the Demand Side Management Measurement and Verification staffs of the utilities may propose a list of potential, qualified candidates whom they have engaged in the past.  Other Committee members, particularly those representing the Commission, may propose other suitable candidates.  

The goal of revision Step Two is to determine what information is currently available (and accepted as relevant by the Committee) pertaining, at a minimum, to the following topics:

· Efficient program design

· Consumer outreach and associated costs

· Low-income consumer energy-related needs, wants, and concerns

· Low-income demographic profiles

· Standardized potential and penetration rates for low-income efficiency measures

· Societal thresholds for such programs

· Regulatory goals, objectives, and orders

· Possible synergy with other agencies (federal, state, and local)

· Program effectiveness - current and potential (energy and dollars saved)

· Standardized market participation and CARE penetration rates for California’s low-income population

· Participant enrollment, termination, re-enrollment rates

· Actual verses achievable market potential (summarizing relevant research)

· Obstacles to participation, including but not limited to:

· Language

· Legal concerns

· Social stigma

· Past utility implementation issues

· Other Barriers

· Other assets (property rich, income poor customers)

· Independent, social values

· Program risks

During Phase I, the Joint Utilities also recommend that the independent contractor conduct diverse public forums, workshops, and/or focus groups with actual low-income customers and low-income customer experts to test and augment findings of the initial research.  Workshops should also be held to capture and synthesize low-income customer stakeholders’ opinions on Study objectives.  

Once completed, the independent contractor will prepare a report of its findings for the purposes of refining scope of the Study in Phase II, solidify the objectives of the Study, and accurately project future costs.  The Joint Utilities recommend that the report include a discussion of the significant issues uncovered, the debates, the difficulties in interpreting the data and proposed research designs and other relevant topics.

Step Three: Develop and Issue an RFP for Phase II 

Upon successful completion of Step Two, and the acceptance of the independent contractor’s report, by the Committee, the Board, and the Commission, the independent contractor will then develop an RFP and budget to complete activities planned for Phase II of the Study.  The RFP will be submitted to the Committee for approval.  (Note: The independent contractor will not be eligible to competitively bid on the work included in the RFP for Phase II)
.

The RFP for Phase II will contain concise descriptions of the independent consultant’s activities required for each component as well as quantified budgets.  The RFP will also identify what information already exists, or can be reasonably adapted, and which information must be originated through the Study.

After Committee approval of the RFP, the Committee will publicly release the RFP and the bidders will have forty-five-- (45) days to submit bids.  The Committee will evaluate each bidder based on such qualifications as: demonstrated successful project management with a similar study, pertinent published research, adequate technological resources, future ability to update the Study, diversity of the project team, and other characteristics deemed critical by the Committee.

Upon conclusion of the evaluation by the Committee, the preferred Phase II independent contractor and associated budget information will be submitted to the Commission for approval through a supplemental advice filing generated by one of the Joint Utilities on behalf of the Committee.  Approximately fifty days after the filing, the Joint Utilities may each enter into a contract with the Phase II independent contractor unless the Commission disapproves the Committee’s filing.  Execution of the first contract between the Phase II independent contractor and a utility will mark the end of Phase I activities and the beginning of Phase II.

Timetable for Phase I

Given the unanticipated delays experienced in the past, the Joint Utilities believe an elapsed time method is a more reasonable and realistic method of proposing time goals.  Following is the timetable developed for Phase I:

Phase I Timetable

Day Count*
Activity

March 12, 1999
Utilities submit Advice Letters as directed by Assigned Commissioner Ruling of March 8, 1999.

+0
Commission issues Resolution on utility Advice Letters.

+30
CPUC Energy Division Forms Committee.

+45
Committee issues work plan to the Board, Commission, and interested parties for review and comment.

+60
RFP for Phase I independent contractor issued.

+120
Proposals analyzed by Committee and selected bid issued to the Board, Commission, and interested parties.

+130
Independent Contractor begins work.

+180
Independent Contractor submits final report and RFP to Committee and copies the Board.

+185
Committee receives and incorporates Board comment on the final report and RFP.

+200
Committee issues the final report and RFP (with detailed Phase II budget) to the Board, Commission, and interested parties.

+205
Utilities file supplemental advice letter requesting Commission approval of funding for Phase II.  

+225
Advice Letter Protest period.

+245
Draft Resolution Issued For Comment.

+275
Commission issues Resolution Approving Joint Utilities’ Supplemental Advice Letter.

+315
Phase I completed, RFP for Phase II released by Joint Utilities.

+355
Phase II proposals reviewed by Committee and issued to the Board, Commission, and interested parties for review and comment. 

+385
Phase II independent contractor begins work.

*Day Zero is assumed to be the approval date of this Advice Letter.


This timetable allows for two major accomplishments: (1) thorough and well-considered phases and costs of this important Study and (2) critical Commission review and approval at key milestones, including, the work plan of the Committee, the selection of an independent contractor for Phase I, and development of the final Phase I report and Phase II RFP and budget.  The Joint Utilities believe that adequate “up-front” work will reduce duplicative and costly work in later phases of the Study. 

Roles and Responsibilities 

The Joint Utilities believe that the credibility of the Study is paramount and that the Commission itself is the only party that offers such credibility.  The Joint Utilities strongly recommend that the Commission, produce the Study by staff at its direction, on behalf of the ratepayers of California. 


Following are the proposed roles and responsibilities of all parties involved with the implementation of Phase I of the Study.

CPUC

Assigned Commissioner and/or ALJ

Exercises authority to ensure that the Study is completed.


Authorizes Study phases, contractors, and budgets.


Delegates oversight responsibilities to the Committee.


Takes appropriate actions based on Study results and conclusions.

Board

Reviews the Study RFP(s) and other results generated by the Committee, provides comments to the Assigned Commissioner and/or ALJ.


Monitors Committee activities and has representation on Committee.


Receives and reviews preliminary conclusions from Committee, provides input to the Committee, Assigned Commissioner and/or ALJ.


Ensures widespread public input throughout the Study process.


Makes program and policy recommendations as appropriate to the CPUC resulting from the Study

Supervisory Committee (the composition of which is outlined in Attachment A)

Serves as an independent Committee of the CPUC Energy Division, Assigned Commissioner and/or ALJ.


Fulfills tasks assigned by the chairperson of the Committee.


Develops project management plan.


Supervises development of Requests for Proposals. 


Screens and selects independent contractors.


Supervises work of utilities and independent contractors.


Provides monthly progress reports to Board and CPUC.


Publishes results and makes publications readily available to the Board, CPUC and the public. Reviews results and submits them with preliminary recommendations to the Board and the Assigned Commissioner and/or ALJ.

Independent Contractors
The Joint Respondents do not believe the independent contractors have a role on the Supervisory Committee.

Budget for Phase I

Two independent consulting firms whom Joint Utilities have engaged for similar work in the past were contacted to provide estimates for Phase I of the study as described in the LIGB’s proposal.  Planergy Inc. of Austin, Texas projected an estimated cost for Phase I activities at $200,000 and MCGI of San Francisco, California projected a cost for Phase I activities at $150,000.  The Joint Utilities propose that 10% or $20,000 and $15,000 respectively of these estimates be added to the estimates for business and travel expenses associated with completing Phase I activities.  

The Joint Utilities are requesting that the Commission authorize the higher of these amounts or $223,200 as the budget not to be exceeded for the project costs of Phase I activities.  Unspent dollars are proposed to be returned to the utility low-income programs.

The detailed budget breakdown is as follows:

Total Line Item Budget Elements
Budget Amount

Independent contractor professional fees.
$200,000

Independent contractor business and travel expenses.
$20,000

Committee meeting costs.

$3,200

Total Budget for Study - Phase I
$223,200


Each utility will provide an analysis of the effect of service in their individual Advice Letters.  Consistent with Resolution E-3585, dated December 17, 1998, it is proposed that the total cost of Phase I of the Study be shared by the Joint Utilities as follows: (1) SoCalGas: 25%, (2) SCE: 30%, (3) PG&E 30%, and (4) SDG&E 15%.  Also consistent with Resolution E-3585, Phase I costs will be charged to the CARE program and allocated between gas and electric departments proportionally.

� The Joint Utilities will sponsor the RFP.


� The Supervisory Committee will have final approval over the text of the RFP.


� The Joint Utilities will sponsor the RFP.


� Meeting expenses are limited to refreshments and working luncheon costs.  It is assumed that meetings will be held at the Commission’s offices or an alternate site free of space rental fees.  It is also assumed that the Commission, along with the independent contractor will provide administrative support for these meetings.
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