DRAFT -- PROPOSED RFP SECTION III:  CURRENT ENVIRONMENT


A.	History of Low-Income Efforts in California


The Commission currently implements two types of assistance to low-income residents:  rate assistance and low income energy efficiency services.


Rate Assistance


Rate assistance is provided by both gas and electric utilities consistent CPUC Code Sections 739.1 and 739.2. Called the California Alternate Rates for Energy (CARE), this program provides low income households and group living facilities with a discounted rate for their electric and gas consumption.


Originally referred to as the Low Income Rate Assistance (LIRA) program, the genesis of CARE was Senate Bill 987 (SB 987) which amended Section 739 of the CPUC. Enacted on June 28, 1988 after an unusually cold winter, SB 987 found and declared that:


1.	The rates for gas service in excess of the baseline quantity were too high, and were causing extremely high residential bills during cold weather;


2.	CPUC should have greater flexibility in establishing rates for baseline service in order to protect residential ratepayers from excessive rate increases and high winter bills; and that


3.	It was intent of the Legislature to grant the CPUC such flexibility in pricing the baseline quantity of service, while at the same time assuring the residential ratepayers that in the future they will not be economically worse off, relative to other customers, than they are currently as a consequence of changes made to Section 739 by SB 987.


In response to S.B. 987, the CPUC authorized the LIRA/CARE program on November 1, 1989. The program provides eligible low-income ratepayers with a 15 percent discount on energy rates. To qualify, a low-income ratepayer's income can be no more than the income that qualifies for Universal Lifeline Telephone Service (Lifeline).


CARE was modified and expanded by Senate Bill 693 on September 25, 1991, and Senate Bill 491 and Assembly Bill 3429, both of which were enacted on September 27, 1994. SB 693 expanded CARE to include nonprofit group living facilities by adding Section 739(g)(2) to the CPUC Code. Section 739(g)(2) was essentially incorporated into CPUC Code Section 739.1 with the passage SB 491. SB 491 officially changed the program's name from LIRA to CARE, and added Section 739.1 to the CPUC Code. Section 739.1 states that:


�
1.	The commission shall establish a program of assistance to low�income electric and gas customers, the cost of which shall not be borne solely by any single class of customer. The program shall be referred to as the California Alternate Rates for Energy or CARE program.


2.	The commission's program of assistance to low�income electric and gas customers shall, as soon as practicable, include nonprofit group living facilities specified by the commission, if the commission finds that the residents in these facilities substantially meet the commission's low�income eligibility requirements and there is a feasible process for certifying that the assistance shall be used for the direct benefit, such as improved quality of care or improved food service, of the low�income residents in the facilities. The commission shall authorize utilities to offer discounts to eligible facilities licensed or permitted by appropriate state or local agencies, and to facilities, including women's shelters, hospices, and homeless shelters, that may not have a license or permit but provide other proof satisfactory to the utility that they are eligible to participate in the program.


Finally, Section 739.2 was added to the CPUC Code on September 27, 1994 by AB 3429. AB 3429 required the CPUC to include, under specified conditions, migrant farmworker housing centers, employee housing, and housing for agricultural employees.


Low Income Energy Efficiency


Also referred to as the Direct Assistance Program (DAP), Low Income Energy Efficiency (LIEE) program services are designed to help low income residential customers control energy costs by providing free weatherization, education, and appliance services consistent with CPUC Code Section 2790. LIEE programs have generally been administered by the utilities as part of their Demand-Side Management Programs, and implemented through a network of community-based organizations and private contractors.


Section 2790 was added to the CPUC code by Senate Bill 845 on September 14, 1989. SB 845 found and declared that:


1.	The State Energy Resources Conservation and Development Commission has reported that the low�income population in California constitutes between 15 to 20 percent of the state's residents, and this low�income population suffers energy costs 350 percent greater than higher income households.


2.	Notwithstanding the plight of the poor, in recent years, investor�owned energy utilities in California have requested reductions in their low�income energy assistance programs.


3.	As a result of temporary excess capacity and current low fuel costs, many energy utilities are encouraging greater energy consumption rather than promoting energy conservation measures which, in the short term, may not appear to be cost�effective.


4.	The Public Utilities Commission should consider the hardships facing low�income households as well as cost effectiveness when determining the level of low�income energy services to be provided by utilities.


�
	CPUC Code Section 2790 states that:


(a)	The commission shall require an electrical or gas corporation to perform home weatherization services for low�income customers, as determined by the commission under Section 739, if the commission determines that a significant need for those services exists in the corporation's service territory, taking into consideration both the cost effectiveness of the services and the policy of reducing the hardships facing low�income households.


(b)	(1)	For purposes of this section, "weatherization" includes, where feasible, any of the following measures for any dwelling unit:


		(A)	Attic insulation.�		(B)	Caulking.�		(C)	Weatherstripping.�		(D)	Low flow showerhead.�		(E)	Water heater blanket.�		(F)	Door and building envelope repairs which reduce air infiltration.


(2)	The commission shall direct any electrical or gas corporation to provide as many of these measures as are feasible for each eligible low�income dwelling unit.


(c)	"Weatherization" may also include other building conservation measures, energy�efficient appliances, and energy education programs determined by the commission to be feasible, taking into consideration both the cost effectiveness of the measures and the policy of reducing the hardships facing low�income households. 


B.	The Future of California's Low-Income Programs


In 1997, the CPUC established a new administrative structure for low-income electricity programs as part of its plan to restructure the electric industry. Under the new structure, the low-income programs currently implemented by the energy utilities will be integrated and administered on a statewide basis. The Commission provided for continued funding of low-income programs through a nonbypassable surcharge, with low-income rate assistance programs to be based on need and uncapped. Public Utilities Code Section 382 directs that the low-income programs be funded at not less than 1996 authorized levels based on an assessment of customer need. The Low-Income Governing Board (LIGB) was established by the Commission to oversee and administer the low-income programs, subject to CPUC approval. (See D.95-12-063, as modified by D. 96-01-009; D.97-09-117; D. 97-04-044, and D.97-02-014)


C.	Role of the LIGB


The principal purpose of the LIGB is to develop, establish, and oversee the new statewide administrative structure for the low-income bill assistance and energy efficiency services funded through the nonbypassable surcharge, subject to the Commission's approval and pursuant to the policies embodied in state legislation. Specifically, the LIGB is charged with developing and issuing a Request for Proposals ("RFP"), subject to the Commission's approval, to hire a Program Administrator. As part of the RFP development process, the LIGB is charged with proposing appropriate modifications to the Commission's Demand Side Management Rules with respect to low-income energy efficiency programs. The LIGB will oversee its interim administrative staff, as well as the Program Administrator, who will be responsible for collecting and disbursing funding for rate discounts and making energy efficiency and education services available to eligible low-income ratepayers. [pp. 33-48, 81-82 (Para. 18)] The LIGB also makes recommendations to the Commission regarding implementation of the appropriate mechanism to receive, invest, account for and disburse the nonbypassable surcharges, including, but not limited to, the establishment of a trust, recommendations concerning the appropriate form of trust instrument, the establishment of procedures for administration of the trust and the securing of a qualified financial institution or institutions to handle the deposit and disbursement of the monies derived from the surcharge.


The LIGB is purely advisory, and Board members are subject to the direction, control and approval of the Commission. [pp. 33,81 (para.18.a-c)]
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