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bACKGROUND


In D.97-10-031, the Commission adopted the concept of an opt-in confidential database, and requested comments on how such a database might be implemented.  (D.97-10-031, slip op. at pp. 22, 23.)  The opt-in confidential database will be a database of customers who wish to be contacted by Energy Service Providers (ESPs).  These comments, which are jointly sponsored by Pacific Gas and Electric Company (PG&E), San Diego Gas and Electric Company (SDG&E) and the Southern California Edison Company (SCE), collectively the utility distribution companies (UDCs), respond to the Commission’s request for comments on how the opt-in confidential database should be developed.


OPT-IN CONFIDENTIAL DATABASE PROPOSAL


Implementing the opt-in database requirement requires considering two questions:  (1) how should it be designed, and (2) how should it be paid for.  With respect to the program’s cost, the UDCs propose that those ESPs interested in using the database pay the cost of developing and disseminating the database.  Thus, the UDCs envision that the database would be priced to be the total cost of developing and disseminating the database divided by the number of ESPs who request the database.  If the Commission adopts this approach, it is possible that there will be some costs that are not recovered (for example, because an ESP fails to pay its share of the cost).  For those costs that are not recovered from ESPs, the UDCs request that the Commission rule that such costs are eligible for recovery under Section 376 of the Public Utilities Code.


Given that the estimated cost for developing the opt-in database, set forth below, ranges from approximately $430,000 to $3.5 million, and the limited ESP interest in the non-confidential database that the UDCs already developed,� the UDCs recommend that the Commission solicit ESP interest and commitment in the database before the UDCs begin implementation.  One approach for doing this might include having ESPs express the maximum cost they would be willing to pay for the material.  This would ensure that if the cost of the program exceeds the value the ESPs attribute to it, the Commission could consider further how to proceed.  Also, to minimize costs and to provide flexibility on the timing of when UDCs send customers the solicitation to determine their interest in being included in the database, the UDCs propose that they distribute the customer solicitation as a bill insert.


The creation of the opt-in database has five steps:


Designing the solicitation


Mailing the solicitation


Processing customer responses


Extracting usage information


Compiling the data and disseminating it to ESPs


For each step, the UDCs propose to rely on the services of an outside vendor as much as possible.  First, by using an outside vendor, it is easier to identify the costs of creating and disseminating the opt-in database for subsequent cost recovery.  Second, the UDC staffs are already busy with direct access implementation activities, and using an outside vendor will enable UDCs to focus on other direct access activities.


Designing the Solicitation


The solicitation will inform customers about the purpose of the database, the confidential information to be included, and how a customer can be included.  It will contain a tear-off section that the customer returns to a pre-printed return address.


The solicitation will:


Inform the customer that the solicitation is ordered by the CPUC as part of the industry restructuring process and that the customer’s participation is voluntary;


Inform the customer that the purpose of the database is to allow ESPs to contact customers directly as part of their marketing campaigns; and


Explain that the confidential information the UDC would release upon customer authorization is name, address (if authorized), phone number (if authorized), and 12 billing periods of energy usage (if the Commission rules that usage information should be included in the database).


Customers will be able to choose whether the database will include their phone number and/or address.  If the customer wants their address to be included in the database, then they must write their address on the response form.  Similarly, if the customer wants their telephone number to be included in the database, then they must write their telephone number on their response form.  Requiring customers to write in their address and phone number provides the customer the maximum choice in how to be contacted.  If the customer does not supply their telephone number or address, the UDCs will not provide this information from UDC records to ensure the privacy of customer-confidential information.�  If the Commission rules that a customer’s usage information should be included in the database, customers will be required to fill in their account number to allow the UDCs to extract usage information for the database.  The customer would be instructed to return their response within a specified time period (e.g. 30 days).  The solicitation should be approved by the Commission using procedures similar to those for reviewing CEP materials.


Mailing the Solicitation


The UDCs have identified three options for mailing the solicitation to the customer:  1) direct mailing, where the solicitation is sent to the customer by itself, not in conjunction with another UDC mailing, 2) a UDC bill insert, and 3) as part of the second quarter Customer Education Program (CEP) mailing.  The advantages and disadvantages of each approach are described below:


Direct Mail


The timing of a direct mailing campaign would not be restricted by billing cycles, bill insert schedules, or CEP mailing schedules.


Direct mail is the most expensive option - at least $3 million for postage for statewide implementation.


Mailing can be performed by an outside vendor to minimize impact on UDC resources and to easily segregate costs.


Bill Insert


Bill inserts for the first quarter of 1998 are already completely filled with CPUC-mandated materials, and other utility notifications.�  Therefore, to send a solicitation in the first quarter, the CPUC and UDCs would need to reprioritize these scheduled materials or delay the mailing until the second quarter.


To develop an integrated database containing customers from all three UDCs, the database could not be finalized until after the last UDC sends the solicitation.


Not all customers will receive a bill from the UDC because of ESP consolidated billing.  UDCs would need to directly mail a solicitation to customers receiving an ESP consolidated bill or coordinate sending the solicitation with ESP bills.


If including a solicitation in the customer bill increased the cost of mailing the bills, UDCs would include any incremental costs in the price of the database.


CEP Coordination


The CEP mailing is directed only to residential and small commercial customers.  If the Commission orders that all UDC customers receive the solicitation, UDCs would directly mail the solicitation to those customers who do not receive the CEP package.  However, if residential and small commercial customers are the desired target audience, UDCs have already prepared mailing lists for these customers.


If including the solicitation increased the cost of the CEP mailing, the CEP would need to be reimbursed based on the incremental cost to mail the solicitation.  Any incremental cost would be included in the cost of the database.


The CEP direct mail package is scheduled for early second quarter 1998.  The mailing will be spread out over a period of four to eight weeks.  Preliminary discussions with UDC representatives for the CEP suggest that to successfully coordinate the opt-in database solicitation with the CEP mailing, the solicitation will have to be designed and approved well in advance of the mailing.  Also, all materials to be included in any CEP mailing, including the solicitation, would need to be approved by the Commission’s Energy Division.  (D.97-08-064, slip op. at pp. 117-118.)


To use a CEP insert as the delivery method, the solicitation must be ready to include in the mailer without delaying the current schedule for a second quarter mailing.


The UDCs do not recommend the direct mail approach as this is the costliest approach.  Among the three options, the UDCs prefer bill inserts which provides greater flexibility than does coordinating with the CEP.


Processing Customer Responses


Processing the responses includes entering the information the customer provides into a database.  The utilities recommend that the customer response processing be performed by an outside vendor.  Using an outside vendor will free utility resources for other direct access implementation projects and make it easier to segregate costs.


Extracting Usage Information


During the customer information workshop, the CEC advocated that the customer’s monthly usage be included in the opt-in database.  D.97-10-031 did not specifically address whether the database should include usage information.  Since the primary purpose of the database is to identify customers who wish to be contacted by ESPs, including usage information may not be necessary or useful to ESPs.  Including the customer’s name, phone number (if authorized), and address (if authorized) is the only information that ESPs need to identify which customers would like to have ESPs contact them.  Excluding usage information simplifies the process of creating the opt-in database, since there would be no need for customers to enter their account number on the solicitation form, or for the UDCs to coordinate the transfer of information to the outside vendor.�  If the Commission rules that usage information should be included in the database, the UDCs would use the customer’s account number to extract usage information.  UDCs would include the last 12 billing periods of usage information.


Compiling the Data and Dissemination to ESPs


Once the UDCs extract the usage information (if the Commission so requires), the outside vendor would compile the information into a single database.  The database could be put onto a CD-ROM or disseminated through other means.


Costs


Implementation


The costs of the solicitation are largely dependent on how the solicitation is mailed.  The largest cost driver is postage costs.  Savings in postage will result if the solicitation is included as a bill insert or with the CEP package.  The second largest cost driver is the printing costs of the solicitation.  The printing costs are more expensive for direct mail because the paper requirements are thicker and thus more expensive.  A table comparing the costs of the solicitation for 10 million customers is shown below.





Preliminary Cost Estimates�(in dollars)�
�
�
Direct Mail


�
Bill Insert


�
CEP Mail


�
�
Printing�
350,000 �
250,000�
250,000�
�
Postage�
3,000,000�
Depends on whether solicitation increases bill’s postage requirements�
Depends on whether solicitation increases CEP postage requirements�
�
Response Processing��
150,000�
150,000�
150,000�
�
Verification & Usage Extraction:�
�
�
�
�
PG&E�
10,800�
10,800�
10,800�
�
SDG&E�
5,600�
5,600�
5,600�
�
SCE�
10,000�
10,000�
10,000�
�
Database Development and Dissemination Costs�
Depends on vendor�
�
Preliminary Total Cost Estimate��
3,526,400 �
426,400�
426,400�
�
Recovery of Costs


The UDCs propose that ESPs pay the cost of developing and disseminating the database.  Thus, the UDCs envision that the cost of the database would be the total cost to develop the database divided by the number of ESPs who request the database.  If the Commission adopts this approach, it is possible that there will be some costs that are not recovered (for example, because an ESP fails to pay its share of the cost).  For those costs, the UDCs request that the Commission rule that such costs of developing and disseminating the database that cannot be recovered by charging ESPs are eligible for recovery under Section 376 of the Public Utilities Code.  In D.97-05-040, the Commission ruled that UDCs are permitted to recover the costs of providing individual confidential customer information under Section 376.  (Id., slip op. at pp. 74, 75.)  Consistent with D.97-05-040, the UDCs should also be able to recover the costs of developing and disseminating the opt-in database under Section 376.  Any revenues collected from ESPs would be credited to the Section 376 customer information memorandum account to offset the costs of developing the database.


Confidentiality Protections


The UDCs agree with the CEC that parties receiving confidential information should be required to sign an agreement which limits the ESP’s use of the data solely for their own marketing purposes and not to further disseminate it to other parties.   The service account number will not be included in the database to prevent fraudulent use of the data.�


Implementation


The UDCs propose a one-time solicitation, and then to release only one database.  The CEC opt-in proposal recommends that UDCs send solicitations several times to each customer, and then create and release two separate databases, one in early 1998, and one later in 1998.  The customer response to any subsequent solicitations after the first solicitation is likely to be duplicative and is not likely to increase the number of interested customers significantly.  Thus, a second database release in late 1998 would be of limited value.


Timing


The following schedule estimates the time needed to complete each step:





Action��
Calendar Days Needed to Complete Action�
�
�Creation and approval of solicitation.  The solicitation must be approved by the Energy Division if it is included in the CEP mailing�
�24�
�
Printing solicitation�
 7�
�
Mailing solicitation�
30��
�
Deadline for customers to return opt-in responses from date solicitation mailed�
30�
�
Processing and verifying responses�
10�
�
Extracting usage information��
20�
�
Compiling database and creating CD-ROM�
20�
�
�Total�
�141�
�
Conclusion


The UDCs respectfully request that the Commission rule as follows:


That ESPs should pay the cost of developing and disseminating the database;


That all costs of developing and implementing the database that are not recovered from ESPs are eligible for recovery under Section 376 of the Public Utilities Code, consistent with D.97-05-040, slip op. at pp. 74, 75;


That the UDCs should begin developing the database after ESPs have requested and have committed to pay the cost of developing the database;


That the opt-in database solicitation be included with the customer bill as a bill insert; and


�
Whether the database should include usage information.
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� The non-confidential database is a database of customer information with the identity of the customers removed.  (See D.97-10-031, slip op. at pp. 3-12.)  The UDCs charged approximately $1,000 for the non-confidential database.  Few ESPs requested the non-confidential database – only thirteen ESPs requested PG&E’s NCDB, ten requested SDG&E’s database, and thirteen requested SCE’s database.


� The UDCs maintain both billing addresses and service addresses for their customers.  By having the customer chose which address to supply, there is no risk of providing the “wrong” address.  Also, customers should be required to supply a telephone number because the UDCs do not have current telephone numbers for all customers.


� SCE may have some space for additional inserts beginning in March 1998.


� Part of the process of transferring usage information to the outside vendor would be validating the accuracy of the information contained on the solicitation form, to reduce the potential for an inadvertent release of confidential customer usage information.  The UDCs envision validating the information written on the customer’s response with the UDCs’ customer information systems, to insure that the respondent already has access to the customer’s bill.  Usage data would be released only if there is a match.  In addition, the UDCs believe it would be reasonable to require the outside vendor to maintain the signed solicitation forms for a period of one year.


� Based on a estimated response rate of 1.5% and a handling cost of $1.00 each.


� This cost estimate does not include indirect UDC costs, such as the increased costs from calls to the call centers from customer inquires, or the costs of manually processing responses that are included with customer bills.


� If the UDCs included a customer’s account number in the database, then it would be easier to submit fraudulent direct access service requests.


� The UDCs may require more than 30 days to mail the solicitations if the solicitation is sent with customer bills or the CEP mailing.  Any additional time required will depend either on the schedule of the spring CEP mailing or the availability of room in the bill.


� This step can be eliminated if the Commission rules that usage information should not be included in the database.
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