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1. The administrative costs of a percentage of incomeased fixed credit program are
not unreasonable.

The administrative costs of a percentage of incbased fixed credit program, such as has been
proposed by LIEN/ACTO are not unreasonable. Ipitgyram cost estimate, LIEN/ACTO
projected administrative costs to be 12% of totabpam bill credits. This estimate provides
$4.2 million in administrative costs for a $35.4lmh program. Even if administrative costs
were increased to 15%, however, the difference dvbalminimal. Increasing administrative
costs to 15% would increase the total administeativdget to $5.3 millioh. Increasing
administrative costs from 12% to 15%, holding &ke=qual, would increase the cost recovery
for a typical residential customer from $3.10 peary($0.26 per month) to $3.18 per year ($0.27
per month).

A 15% provision for administrative costs, howewarould not be needed to operate the program
proposed by LIEN/ACTO. The Pennsylvania PubliditytCommission’s (“PUC”) Bureau of
Consumer Services (“BCS”) publishes an annual tepouniversal service and collections
performance. The BCS annual report includes datatal costs for the ratepayer-funded
Customer Assistance Programs (“CAP”) operated ImnBgvania utilities. Nearly all
Pennsylvania utilities operate a percentage offresbased program such as has been proposed
by LIEN/ACTO for Ontario.

The Table below sets forth the administrative casta percentage of total program costs for
Pennsylvania’s electric utilities. As can be sébka,administrative costs feachprogram are
belowthe 12% provision allowed by LIEN/ACTO’s cost essite. Even the First Energy
Companies (Met Ed, Penelec, Penn Power, West Ramari? have now controlled their
program administrative costs.

! Each one percent of administrative costs is egualughly $354,000.
2 Allegheny became West Penn Power in 2011.
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Administrative Costs as Percent of Total Program Costs:
Pennsylvania Customer Assistance Programs (CAPs) (electric)

Company 2010 2011 2012 2013
Allegheny 17% XXX XXX XXX
Duquesne 14% 14% 7% 8%
GPU (Met Ed 2003) 19% 16% 5% 10%
PECO-Electric 14% 12% 3% 3%
Penelec (2003+) 18% 15% 6% 11%
Penn Power 21% 17% 5% 11%
PPL 23% 28% 5% 4%
West Penn Power (2011+) XXX 18% 8% 5%

In addition to these Pennsylvania utilities, App&rd to these comments (discussed further
below) is the Direct Testimony of Public Servicengmany of Colorado (“PSCQO”) witness

David Wolaver, when PSCO presented its percenthgeome-based fixed credit program to
the Public Utilities Commission of Colorado. Nt PSCO reported an administrative cost of
5.77% of total program costs (Wolaver Exhibit DAW34

There is no reason that Ontario’s electric utditshould have particularly high administrative
costs in operating the percentage of income-based €redit program as proposed by
LIEN/ACTO.

2. The Minister of Energy has required a program that“meets the needs of low-
income electricity consumers.”

The April 23, 2014 Minister of Energy letter to tBatario Energy Board requested that the
Board apply its expertise to develop a low-incomagpam that fneets the needs of low-income
electricity consumerwhile balancing the need for just and reasonaiskeiloution rates.” (April
23, 2014 letter, at page 2) (emphasis added).ethdbe Minister of Energy directed the Board
to include, as part of its report, “identificatiohlow-income consumeind their needs .”

(April 23, 2014 letter, at para. 3(a)) (emphasideat).

Pursuant to the Minister’s letter, in other wortli& program options described by OEB must not
only identify low-income needs, but museetthose needs. In response to the Minister’s
request for information on low-income needs, LIER/FO presented substantial information
(see, Appendix B, response to Question 16).

3 A second important aspect of Mr. Wolaver's Diréestimony is presented in his Exhibit DAW-7 (“lowebme
impacts on non-participants”). Note that PSCO repa “maximum cost per month” of $0.315, clearlyine with
the cost estimate presented for Ontario by LIEN/@QJ%0.26/month).
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A program option, such as the 10% across-the-bdismbunt as was proposed by some Ontario
utilities, does not fulfill the language of the N&ter’s letter in that it does not “meet the neefls
low-income electricity consumers.” Moreover, agram option such as the 10% across-the-
board discount as was proposed by some Ontaribagjldoes not fulfill the language of the
Minister’s letter in that such an option does natate an opportunity for program expense
offsets such as those that have been identifidd BM/ACTO.

LIEN/ACTO have identified the following specific eds of low-income consumers:
» The need for affordable current bills.
> The need to address pre-existing arrearages.

In addition, LIEN/ACTO recognized the need for egercy crisis assistance. Such crisis
assistance is, however, insufficient as a standeapwogram, both in concept and in practice. In
practice, a stand-alone crisis program cannot ralidtouseholds facing payment troubles. In
addition, such a program (if done on a stand-al@®s) is conceptually flawed in that it waits
for households to reach a crisis situation befdidressing the problem. Just as one would not
do that with health care, one should not do th#t wiility payment difficulties. It is less
expensive to prevent the problem than to try toesyrthe problem through crisis intervention.
The crisis intervention program currently existingdntario should continue as a complement to
the proposed percentage of income-based fixedtqueatjram.

Finally, LIEN/ACTO recognized the need for a loweame conservation and demand
management (CDM) program to complement the affalithaprogram. Appropriate CDM
programs can be beneficially tied to the affordgbprogram in two ways: (1) targeting very
high use customers; and (2) targeting very low4mea@ustomers. In each of these ways, the
targeted CDM program will generate not only thergpdenefits arising frormny CDM
program, but also will reduce the overall costthefaffordability program. Every dollar of bill
reduction flowing from a low-income CDM program lde one less dollar of program cost
incurred by the affordability program. Targetingry high use, and very low-income, program
participants is the way in which to target affontiasbprogram participants with the greatest
potential for program cost reductiohs.

* It makes no difference durrentbills are made affordable ibtal bills remainunaffordable because of payment
responsibility for past-due bills.

® LIEN/ACTO addressed the complementary relation$leifpveen CDM programs and an affordability program
its responses to the Minister of Energy’s questigeg, Responses to Questions 12, 13 and 15, iantippB).
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3. The Minister required that the low-income program “balanc(e) the need for just
and reasonable distribution rates.”

The percentage of income-based (POI) fixed credgmam proposed by LIEN/ACTO meets the
needs of low-income customers while balancing #edrfor just and reasonable distribution
rates, the only proposal submitted to the OEB its both tests set forth in the Minister’s
letter. The fact that the LIEN/ACTO program destgreets the needs of low-income
customers” has been addressed in other filingsIBINIACTO. The fact that the LIEN/ACTO
proposal also “balances the need for just and redde distribution rates” is addressed below.
Indeed, the percentage of income-based fixed cpedgram proposed by LIEN/ACTO is the
only proposal that has been advanced that meets bitle dlinister’s explicit guidelines: (1) to
meet the needs of low-income electricity consumeand;(2) to balance the need for just and
reasonable distribution rates.

Just and reasonable distribution rates: The percentage of income-based fixed credit
program proposed by LIEN/ACTO results in just aedsonable distribution rates. As
LIEN/ACTO have demonstrated, the total cost of @pam directed toward households with
income at or below 100% of LICO would be $39.961liari. Using a volumetric rate recovery
would result in an annual program cost of $3.1Qlertypical residential customer, or 26¢
($0.26) a month. Using a volumetric rate recoweoyld result in a program cost of
$0.00034/kWh (or substantiallgssthan one-half of one mil per kWh).

One aspect of program analysis requested by thestdinvas an assessment of “options for
scaling costs up or down.” LIEN/ACTO has providadge options. As LIEN/ACTO has
acknowledged, “affordability” is a “range, not aip” While LIEN/ACTO has proposed an
affordable percentage of income payment of sixgrdr@%) (mirroring New Jersey, lllinois,
Colorado in this regard), program options that rhggtale the cost of the program “down”
include (but are not limited to):

» Changing the percentage of income burden. An aserén the burden to 7%, for
example, would result in a program cost of $35.2@86on ($2.73/year; $0.23/month to a
typical residential customer).

» Increasing the period of years over which pre-progearrearages are forgiveness. An
increase from a three-year program to a four-yeagnam, for example, would result in a
program cost of $39.266 million ($3.05/year; $0m@&ith to a typical residential
customer).

Scaling program costs “up” would be more difficulbicreasing the income eligibility does not
result in a substantial increase in program codétkile increasing the income eligibility would
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increase the participant population, the “new” ggrants would have incomes sufficiently high
that they would qualify for $0 in benefits (i.engtr “affordable” bill would bemorethan their
actual bill). If one were to scale the program,“upe best way to do this would be to modify
the allocation of the 6% of income payment betweeating and non-heating. The LIEN/ACTO
proposal is to have non-heating customers pay 4i#tcofne, while having heating customers
pay the full 6% (in effect, allowing 2% of incomarfnon-electric space heating fuels). If one
were to change that split to 3%/3%, the total obshe program would increase significantly (to
an annual cost of $64.658 million) ($5.02/year420month to a typical residential customer).
LIEN/ACTO doesnotrecommend such a modification. Rather, the 4%/ghbfer electric base
load consumption and non-electric heating is apyatg’

Cost-effectiveness (Indiana):In addition to the just and reasonable rate imntfeat the
LIEN/ACTO proposal imposes with which to begin, tHEN/ACTO proposal balances the need
for just and reasonable distribution rates by destrating that its proposal is “cost-effectivé.”
The analysis of cost-effectiveness considers tlsesadf collecting the revenue deficit occurring
with and without the rate affordability programhéranalysis thus takes into account both of the
following factors: (1) the effectiveness of the gr@ams in generating payments; and (2) the
impact of the programs on the productivity of tlelection effort needed. If the rate
affordability program is less effective at collegtirevenue, the “revenue deficit” increases as
does the total cost. In addition, if the rate afédyility program is less productive at collecting
revenue, the number of “needed collection actiritynths” will increase as does the total cost.

Through the use of this Effectiveness/Productiibalysis, the Minister (and the OEB) can
determine the impacts on nonparticipating rategay@&he Table below shows the positive
financial benefits generated by a low-income progsaich as has been proposed by
LIEN/ACTO in two ways. On the one hand, the Tadllews the positive financial benefits
attributed to the increased collection productivity

® In January 2014, the Minister of Energy submitiezkt of questions to LIEN/ACTO regarding its pregmd
percentage of income-based fixed credit programesfon #4 concerned the percentage split betwgsces
heating and baseload electricity usage. The &ilb§LIEN/ACTO responses to the Minister’s quessiowith
attachments omitted, are attached to these comrastppendix B.

"« . .many opponents of [cost-benefit analysisfimed as a procedure that seeks to monetize benedi not
oppose cost effectiveness analysis. . .Cost effantiss analysis evaluates the costs of differeanhmef achieving
a pre-determined goal.” Driesen (2005)Cost-Benefit Analysis Neutré@yracuse University College of Law. A
significant body of literature exists distinguispia “cost-effectiveness” analysis from a cost-bitefalysis. See
generally, Stewart, A New Generation of EnvironmaéRegulation, 2Zap.U.L.Rev21, 41 (contrasting cost
effectiveness analysis with cost-benefit analysig)hn et al., Empirical Analysis: Assessing Regulatmpact
Analysis: The Failure of Agencies to Comply withdextive Order 12866, 23arv.J.L. & Pub.Pol'y859, 872-74
(2000) (cost effectiveness analysis does not irevatenetization of benefits); Anderson et al, Reguia
Improvement Legislation: Risk Assessment, Cost-BeAealysis, and Judicial Review, Tluke Ent’l L. & Pol.
89, 93 (2000 — 2001) (cost effectiveness analgsised instead of cost-benefit analysis for mapjieations in
public health and medicine); Posner, Transfer Raguis and Cost-Effectiveness Analysis,ike L.J.1067,
1069 (2003) (cost effectiveness analysis compaffeseht means of achieving the same regulatory.end
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> On the initial revenue collection, the Company spety $29,986 to collect the
$215,897 with the low-income program, while spegdii3,432 to collect
$194,577 without the low-income program. Withc tow-income program, in
other words, the Company spent more to collect less

> On the deficit revenue collection, the Company $§#40,796 less to collect the
$57,730 “deficit” than it did to collect the $1093“deficit.”

Clearly, the rate affordability program presents tfiore productive and lesser cost approach to
collecting low-income revenue.

Effectiveness/Productivity Cost-Benefit Ratio
for CGCU Rate Affordability Program (RAP)

Payment per Needed Cost per
Billed Revenue Collected Revenue Colle‘.ct.lon Colle.ct.lon Colle‘.ct.|on Total Cost
Activity Activity Activity
Month Months Month /a/
CGCU Initial Collections
With RAP $273,627 $215,897 $360 599.7 $50 $29,986
No RAP $304,072 $194,577 $291 668.6 $50 $33,432
Sub-total benefit $21,320 $3,447
CGCU Deficit Collections
Payment Per Needed Cost per
Billed Collected Revenue Collection Collection Collection
- L L. L Total Costs
Revenue Revenue Deficit Activity Activity Activity
Month Months Month /a/
With RAP $273,627 $215,897 $57,730 $360 160.4 S50 $8,018
No RAP $304,072 $194,577 $109,495 $291 376.3 $50 $18,814
Sub-total reduced collection costs $10,796
Total benefit from reduced collection costs (sum sub-totals) $14,242
Total benefit from reduced costs plus increased collections /b/ $35,562

NOTES:

/a/ It does not matter what this cost is given that it is a constant.
/b/ The “adjusted benefit” sums the gain or loss in collections due to the increased/decreased collections percentage on the
original billed revenue.

Finally, the “adjusted benefit” in the Table abdugher accounts for the gain or loss in revenue
from the base billing. Had the original discousgulted in a revenue loss, this loss would be
used as an offset to the collections gain. Theedsad billing through the rate affordability
program, however, in fact, resulted in both an Alisqand percentag@)creasein collected
revenue. That increased revenue further incrahsgsositive financial benefit to CGCU.

LIEN/ACTO Supplemental OEB Stakeholder Comments: OESP 6|Page



As can be seen, the business case to the utiigsathrough two different benefits:

> On the original billing, the utility offering a miaffordability program can be
expected to collect both a higher proportion ahiyaer absolute dollar amount,
while spending fewer dollars on the process ofextibn.

> On the deficit between the billing and initial @adtions, the utility can also be
expected to spend fewer dollars on the processligction to eliminate the
deficit®

The ultimate conclusion is that a low-income progi@an be justified through a business case
analysis. The low-income programs that have be@teimented in other jurisdictions have
found that the result is both an improved effectess in collecting revenue, and an improved
productivity in collecting revenue (both on an widual collection activity basis and an
aggregate collection activity basis).

Appendix A to these comments documents the benbfilsigh the GCGU low-income program.

4. A close connection with low-income conservation andemand management
programs should occur, but participation should notbe mandatory.

A discussion of the close connection that shouttipbetween the rate affordability program
and the conservation and demand management progfabmgario utilities is presented bellow
(Appendix B, questions 12, 13 and 15). In addititve testimony of Public Service Company of
Colorado ("“PSCQO”) witness David Wolaver, upon thermission of PSCQO’s application for
approval of its low-income percentage of incomeela#xed credit program, explains the
connection that utility developed between its CDiM aate affordability programs. Mr.
Wolaver’s Colorado testimony is attached to thesarmoents as Appendix C.

LIEN/ACTO strongly believes, however, that partadijon in CDM programs should not be
a “mandatory” prerequisite to participation in fhreposed rate affordability program. Several
compelling reasons counsel that participation shaot be mandatory.

» CDM budgets would never be sufficient to offer sezg to all low-income affordability
participants. Making CDM participation mandatorgqequisite would, in other words,
simply be an artificial limitation on rate affordaty program participation.

8 The utility receives further benefit through ttalection of additional revenue from program nomtjgipants
because of the ability of the utility to redepltwetresources freed-up by the increased productifityw-income
collections.
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» Too many reasons exist for a low-income custometmparticipate in a CDM program.
The customer may be a tenant and not have domaaiotrol (i.e., decisionmaking
authority) over household energy consuming syst{@vhsther it be space heating, water
heating, or even refrigerators); the customer megyih a home that has housing quality
problems (e.g., needed roof repairs) that wouldevelergy efficiency investments
inappropriate; the customer may live in a multi-figrbuilding where the energy
consuming system is a central system (e.g., cespieade heating, central water heating)
rather than a system serving the customer’s owinigheal units.

» The very fact of the customer’s poverty may impbidéher ability to participate in a
CDM program. Unless the offered CDM investment espnts 100% of the cost of
installation, low-income customers frequently @t generally) do not have sufficient
discretionary resources to invest in CDM measueesn if those measures are “cost-
effective.”

Aside from participation barriers from the persperof the customer, to impose a requirement
that rate affordability participants participateGDM programs would impose an impossible
burden on the entities supplying the CDM servidésvould be inappropriate to “require,” as a

rat affordability program participation prerequésicustomers to accept services that the program
is not capable of providing in a timely fashion.

Program participants with high consumption, antlgh bill credits, should be targeted for
treatment by CDM programs. But, CDM program pgvaton should not be made a mandatory
prerequisite to rate affordability program partatipn.

5. A “cost-effective” program does not mean that progam cost reductions exceed
program costs.

The Minister’s directive to the Ontario Energy Bob@ioes not anticipate a program that imposes
no net costs on Ontario utilities. The Ministekgril 23, 2014 letter clearly indicates that the
report of the Ontario Energy Board should addrassngst other things the “funding” of the
program (para. 3). The Minister’s letter stated the Board’s report should address the “overall
cost of the program, including Program benefits atiahinistration, and options for scaling costs
up or down.” The Minister’s letter finally directe¢hat the Board’s report should address
“options for funding of the Program through eledityi rates and details regarding anticipated. . .
costs to ratepayers.”

Utility arguments that only such programs be impated that have cost reductions that exceed
program costs are in clear contravention of theidtin’'s directive.

° Footnote 7, supra, discusses the difference betaéeost-effectiveness” analysis and a “cost-bighafalysis.
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Increasing revenue through a low-income program:A third-party evaluation of the
low-income affordability program operated by Pul8iervice Company of Colorado found that
the PSCO program, called “PEAP” (“Pilot Energy Asance Program”) increased revenue to
the utility. The revenue neutrality of a low-incermprogram examines the extent to which, if at
all, a low-income rate affordability program gertesathe same dollars of revenues to the utility
as would have been generated without the offersafodinted rates or bills. Revenue neutrality
is based on the observation that it is better tiecto90% of a $70 bill ($63 revenue) than it is to
collect 60% of a $90 bill ($54 revenue). Revenastrality occurs when a low-income program
increases collected revenue sufficiently to oftsgt reduction in billing attributable to the
program’s bill discount.

Assessing whether PEAP results in revenue newtialdetermined by calculating whether the
Company would have collected more or less reveihoen-participating customers would have
been billed at the same discount and made payrttattsvould equal the PEAP “customer
payment coverage ratios” generated by programayaatits. Table 1 presents the results of this
revenue neutrality calculation involving a compan®f the PEAP participant population (who
participated for 21 -24 months) to two comparisoougs: (1) the federal energy assistance
(LEAP) population; and (2) the general residergigbulation.

The LEAP and residential populations were furthieaggregated based on their Month 1
arrearage levels to assess whether there wouldllffegence in the results if the comparison
groups were broken down by prior payment histdry.

19 As noted previously, the “residential” populatismot a non-low-income population. The residential japon
was randomly selected irrespective of whether someeceived LEAP assistance. In contrast, the LEAP
population excluded all customers who were or fextiggpated in PEAP at any time.
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Table 1. Cumulative Dollars of Revenue Excess/¢defi LEAP/Residential Bills Collected at the PE&ustomer
Payment Coverage Ratio and Discount Level for Bgcsed Months over 24-Month Study Period

Population Sep 09 Jan 10 May 1( Sep 10 Jan 11 Way|1 Jul 11
LEAP (arrears = $0) $24,441 $28,563 $48,546 $12,9206124,490)| ($145,548) ($151,525)
LEAP (arrears = $1 - $250) ($5,129 ($40,180) $682 ($41,075) | ($134,006) ($148,060) ($154,442)
LEAP (arrears = $251+) ($15,889)  ($44,780)  ($2,778)($57,652) | ($131,161) ($143,873) ($156,769)
Residential (arrears = $0) $28,421 $72,410 $144,96%$176,473 $245,652 $278,996 $284,189
Residential (arrears = $1 - $250) $4,131 $72,267 68%B1 $177,312 $241,051 $269,2717 $276,052
Residential (arrears = $251+) (%5,866) $43,057 o | $108,998 $144,825 $144,644 $145,7p0

As Table 1 indicates, the PEAP program generateszhree neutrality when PEAP participants
were compared to other low-income customers, butvhen compared to the residential
population as a whole. Within the LEAP (i.e., lavcome non-participant) comparison
population, moving customers to the affordabilitpgram would have generated even more
revenues for customers with higher pre-existingans than for customers with lower pre-

existing arrears.

The lesson learned from Table 1 is that PEAP geéeeeasufficiently substantial improvement in
payment coverage ratios for program participaritgive to the low-income non-participant (i.e.,
LEAP) population to more than offset the discoumivided. To the extent that the low-income
customers have a prior history of non-paymentyéivenue neutrality will be somewhat (but not
substantially) greater. However, because the payowverage ratios of the residential
population as a whole are higher with which to hetiie revenue that is being “lost” to
nonpayment in the absence of the discount is smalhel the increase in payment coverage
ratios is insufficiently large to offset the effedf the discount.

Reducing expenses through a low-income affordabilitprogram: The Colorado

program evaluation also found that the low-incorffierdability program increased the relative
efficiency and effectiveness of collection actie#tifor the PEAP customer population. The
evaluation examined the costs that the Companydidoave incurred for the PEAP participant
population, as well as for the low-income non-g#pAnt population in the absence of the rate
affordability program. This was done by compatting incremental costs to generate the
customer payments received from the comparisonim@ame non-participant population had
those payments been generated at the same effiasrtbe PEAP payment were.
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The calculation is based on a simple three-stepgs

1. To calculate the cost of the collection activityeg the efficiency and
effectiveness of the PEAP population’s collectiotiaties;

2. To calculate the cost of the collection activityeg the efficiency and
effectiveness of the alternative non-participamhparison population; and

3. To compare the two resulting cost figures.

This comparison resolves the problems that facaditional benefit/cost analysis, both
conceptually and in-practice. Most importantlystbomparison resolves the conceptual
problems that reside in a traditional benefit/@®lysis and make such an analysis
inappropriate to use in assessing the “cost-effentiss” of a low-income rate affordability
program. Two such problems are addressed. Frstanalysis does not ask whether the low-
income program is “cost-effective” in the abstra®ather, it asks whether the low-income
program is cost-effective relative to the availadternatives. Second, this analysis does not ask
whether the low-income program is “cost-effectiie&spective of outcome-based performance.
Instead, the calculation determines cost-effecégsrafter normalizing for performante.

The expense comparison for the participant (“PEAFIY non-participant (“LEAP”) populations
is set forth in Table 2 below. As the Table shogigen the difference in collection activity
between the low-income non-participant populatioBAP) and the low-income participant
population (PEAP), the low-income program resuitegubstantial cost savings. These
Colorado results are consistent with the Indiasalte previously discussed.

' For example, if Activity A costs $40 to collect@Land Activity B costs $30 to collect $200, it idulearly be
incomplete and inappropriate to assert simply Awivity B “saves” $10 of cost. The two activitie® not achieve
the same outcome. The cost-savings must be naedaid reflect similar achievements.
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Table 2. Relative Costs of Disconnection for Nonpegt (DNP) for LEAP and PEAP Populations

LEAP Population by Month 1 Arrears

Arrears = $0 Arrears = $1 - $250 Arrears = $251+
Dollars of payments (LEAP) $1,662,038 $1,720,224 ,3%1,655
Payments ($000) (LEAP) $1,662 $1,720 $1,338
DNP notices per $1,000 pyts (LEAH 6.9 6.8 5.4
Cost per DNP naotice /a/ $1.50 $1.50 $1.50
Total cost $17,202 $17,546 $10,835

PEAP Population by LEAP Month 1 Arrears

Dollars of payments $1,662,038 $1,720,224 $1,3%7,65
Payments ($000) (LEAP) $1,662 $1,720 $1,338
DNP notices per $1,000 pyts (PEAR 2.3 2.3 2.3
Cost per DNP notice $1.50 $1.50 $1.50
Total cost $5,734 $5,934 $4,615
Cost increase/(Cost reduction) ($11,468) ($11,612) ($6,220)
Percent cost reduction under low- 67% 66% 57%

income program (PEAP)

NOTES:

/al Under this analysis, the actual cost beconwsiteportant. If, for example, only a $0.50 “inceamtal” cost were
used, while the absolute dollar savings would Bg,lthe “percent savings” would remain identical.

6. Suite metered tenants and access to OESP.

Currently, the LEAP Energy Financial AssistanceAEBrant program is available to eligible
low-income customers of utilities and unit sub-mieig providers. LIEN believes the OESP
should also be available to these same customers.

In its July 2012 report Apartment living is Greéime Federation of Rental-Housing Providers of

Ontario (FRPO) estimated that rental suites in 8B6&o of high-rise rental buildings in the
province were not individually metered for eledtsiconsumption and direct billings to the
tenant households. Instead, these buildings dkenlretered, with the landlord receiving the
electricity bill and the tenants in the buildingsymg for their in-suite electricity service in the

monthly rent.
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As of January 1, 2011, the Ontario government’s legislative and regulatory framework for

the incremental installation of smart meters inrthéti-residential rental sector came into effect.
The Ontario government’s updated 2013 Long-Ternr@nPlan projects typical residential

bills will increase on average by 2.8 per centymar over the next 20 years. This is a strong
financial incentive for landlords to move forwardtiwsuite metering of electricity service in

their buildings — and for suite metering providerstep up their marketing to the sector - as they
will decrease their direct exposure to an evergasing cost in their annual operating budget.

Having electricity service included in the rentiigaluable term in a lease agreement. It means
that:

» Tenants have vital services protections underahettat prohibit the landlord from
disconnecting the electricity service to their aypent,

* Annual increases in tenants’ total housing costpagedictable and governed by rent
rules in the Residential Tenancies Act, and

» The impact of rising electricity costs on tenastésimoothed out”.

Ontario tenant households have less than halfeoatierage and median incomes of homeowner
households, and the percentage of renters in @urgitig need (housing affordability is the main
reason for core housing need) is persistently aladve that of homeowners.

LIEN is concerned that, as suite metering in thétimesidential rental sector expands, low-
income tenants will be struggling to pay for thmionthly rent and the separately-billed

electricity service. It is essential that thestetable households are able to access the OESP.
In particular, LIEN is concerned about the finahaigact on tenants living in “grandfathered”
rental buildings where the suite metering bill u#s the electricity used for space heating in the
rental unit and in buildings where landlord hastcacted with an electricity retailer and the

price for the commodity charged to suite meterednés is higher than that charged by a
regulated LDC.
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Appendix A:
Increased Collections Efficiency and
Effectiveness: Indiana
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ASSESSING THEBUSINESSCASE FOR AFFORDABLE L OW-INCOME RATES

Assessing the business case for a low-income afbaity program involves performing the
following steps:

> Articulating the outcomes the program seeks to mpiigh;

» Assessing the effectiveness of the program in &ofgehose outcomes;
» Assessing the productivity of the program in acimgvthose outcomes;
>

Comparing the costs of the low-income program agdire costs of alternatives that
would achieve the same or comparable outcomes.

Each of these steps is examined in greater dedkiib
Articulating the Objectives of a L ow-Income Program

Articulating the objectives of a low-income progr&ra necessary first step in assessing the
business case for a low-income rate affordabilipgpam. Without having first identified the
business objectives it seeks to accomplish, @yutiéinnot hope to assess whether it is spending
money wisely or unwisely. Identifying the prograiectives helps a utility to determine up-
front the extent to which it is committing resowsée furtherance of some purpose.

For purposes here, the objectives of a low-incoffegdability program are limited to those
objectives that are exclusively related to thatytds a utility. Without endorsing the notion tha
any social function is beyond the purview of rategradollars —utilities certainly spend money
on such “social” functions as workplace safety,immmental protection (including clean air and
water), and workplace diversity—for the purposethefinstant analysis, the social function of
providing affordable rates because of the sociakbts generated by affordability (e.g., housing,
public health and safety, nutrition, business cditigeness) is set aside for the moment.

Having done that, the business objectives of ailmeme rate affordability program are two-
fold:

» To provide an uninterrupted supply of the prodaetd services the utility seeks to sell;
and

» To collect the revenue from those sales in a fudl @mely fashion.
Effectiveness of an Affordability Program in Achieving Business Outcomes
A business case for a low-income program afforagtprogram must consider the effectiveness
of the program in accomplishing the articulateccoates. No matter what level of cost is being

incurred, by the program or by the alternativesresjavhich the program is being compared, to
the extent that the business objectives are nagtescomplished, a “business case” cannot be
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made for that activity? With this in mind, assessing the business case@fi-income program
first considers whether the identified desired oates are being accomplished.

The Effectiveness in Maintaining Uninterrupted Servce

A low-income rate affordability program can be areeffective mechanism for providing an
uninterrupted supply of the products and serviceghvthe utility seeks to sell than existing
alternatives. For purposes of this analysis, theefruption of sales” is measured by the
involuntary disconnection of service for nonpaynigntn turn, the disconnection of service is
measured in two ways: (1) the frequency of discotioes; and (2) the duration of
disconnections.

The impact of a low-income affordability program thie disconnection of service was directly
studied for the rate affordability programs offetgdtwo Indiana utilities. The evaluation of
Indiana’s disconnections for nonpayment comparediticonnections without the program to
the disconnections with the program. It furthempared the rate of disconnections for program
participants to the rate of disconnections forrésidential customer base as a whble.

The Indiana “Universal Service Program” (USP) wamereffective in achieving the outcome of
uninterrupted service than was the status quo @etivering undiscounted bills coupled with
collection activity, payment plans, and the lik&he empirical evaluation found:

» The USP succeeded in reducing the low-income shiatef to virtually the same level as
the residential population as a whole. In the Khadgsconnect” months of April and
May,"> while Vectren Energy disconnected 13 accountg#eh 1,000 residential
accounts, the Company disconnected between niren(®)8 accounts within the low-
income population.

» If one limits the comparison to accounts with arsethe low-income program
participants outperformed the residential popuratie a whole. While Vectren
disconnected services for nonpayment to betweeand3.5 of each 100 residential
accounts at least 60 days in arrears, the compaogrthected service to between 10 and
11 accounts of each 100 low-income program pagitgpwho were at least 60 days in
arrears.

12 Consider the farmer who is assessing the “busic&ss” for how to keep the grass in his back pasthort. He
identifies three alternatives: (1) a push moweth\silow capital investment but high labor cos{®);a power
mower (with a high capital investment but low lalsosts); and (3) a herd of sheep. The first gopgthie farmer
asks isnot “what is the cost?” The first question must lsethie grass being kept short?

13 A second way to measure service interruptions aulolve an examination of “final bills.” The le\ef final
billed accounts is a more comprehensive metribat it picks up the voluntary disconnection of s&yincluding
the voluntary disconnection associated with frequeobility. See generally, Colton (1996). The R@tl Taken:
Forced Mobility and Childhood Education in Missqo@iournal on Children in Povert®3.

14 Colton (2007)An Outcome Evaluation of Indiana’s Low-Income Rafferdability Programs Citizens Gas and
Coke Utility/Vectren Energy Delivery/Northern India Public Service Company. See alkon,Outcome Evaluation
of Indiana’s Low-Income Rate Affordability Prograr@908 — 2009 Program Yea€itizens Gas and Coke
Utility/Vectren Energy Delivery/Northern Indiana Blic Service Company.

15 Manitoba Hydro experiences these same high dismimonths.
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The improved performance could be attributed tar#ite affordability initiatives. In November
2006, the evaluation found, “it is evident that boeiseholds who would eventually become
program participants were performing less well ttr@ntotal population. This is true for all
three metrics (DNPSto total accounts; DNPs to accounts in arrearsP®t accounts 60+ days
in arrears). It is not until after the Vectren gnram delivers its bill payment assistance during
the winter months that the DNP performance begirsuibstantially improve.” Low-income
customers receiving payment assistance experiendedrease in disconnections, while low-
income customers not receiving such assistancénceak to see an increase in the number of
disconnections they experienced.

The performance of Indiana’s rate affordabilityt#pants was far superior to the performance
of low-income customers statewide in Indiana. Z8@6 annual “Billing and Collections
Report” reported that, statewide, a low-income aot@n Indiana receiving a shutoff notice was
more likely to move to the actual disconnectios@ivice than was a residential account in
general. The rate affordability program reverset tesult for program participants.

In addition to reducing thigequencyof involuntary disconnections for nonpayment, litdiana
USP reduced theuration of disconnections as well. The Indiana evaluatoamd that “Vectren
succeeded in lessening the duration of serviceodigections for nonpayment when compared to
the total residential customer base as a whil&he evaluation reported that “low-income
customers consistently outperformed the total ezgidl customer base in having their service
quickly reconnected. In no month did the reportegpprtion of short-term reconnections for
low-income program participants fall below the prdn of residential customers generally.”

The Effectiveness in Collecting Billed Revenue

In addition to the success in maintaining the wermipted supply of product, the Indiana rate
affordability program generated positive outconeggarding the collection of revenue as well.
This positive outcome was measured in terms of indrghe program generated revenue
neutrality. Revenue neutrality examines the extenthich, if at all, a low-income rate
affordability program generates the same dollar®eénues to the utility despite the offer of
discounted rates or bills. Revenue neutrality o€evhen the discounted rates or bills improve
payment patterns sufficiently to offset any redubiihgs through the offer of the rate discount.

Revenue neutrality for Indiana’s rate affordabiftypgram was measured by comparing low-
income program participants to customers knowrettolwv-income but not participating in the
rate affordability program. One impact of the rati®rdability program was to significantly
increase the rate at which low-income customerd thegir Vectren bills. Customers that
participated in the Vectren program paid 82% oirtifectren bill, compared to a payment of
50% for Vectren low-income non-participants.

The results of the Citizens Gas and Coke Utilits()) rate affordability program, while not as
substantial, nonetheless demonstrated the samenoeitcWhile CGCU participants paid 79% of
their current utility bill, non-participants paichly 64%. The Indiana evaluation found: “As can

16 A “DNP” is “disconnect for nonpayment.”
172007 Indiana Outcome Evaluation.
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be seen, the [rate affordability program] was bdttan revenue neutral to Citizens Gas. While
[program] participants were billed 90% of what nartjipants were billed, they paid 111% of
what nonparticipants paid® Table 19 presents the results:

Table 19. Billings and Revenues Under CGCU RateiHbility Program

Population Billed Revenue Collected Revenue ($s)  olleCted Revenue (%)
Program participants $273,627 $215,897 79%
Program non-participants $304,072 $194,577 64%
Ratio: participant : nonparticipant 0.90 111

NOTES: Based on study sample.

As the Indiana evaluation found, had the low-incorae-participants paid at the same rate as
program participants did, they would have paid lye®46,000 more than they actually paid (on
a base billing of $304,000).

Similar results were found in the recent evaluatibthe Xcel Pilot Energy Assistance Program
(PEAP) operated by Xcel Energy in Colorado. ThéPIEvaluation found that program
participants paid 67% of their current bills, comgzhto PEAP non-participant payments of 51%.
According to the PEAP evaluation, rather than abitey $533,684 from customers if they had
not participated in PEAP, Xcel Energy collected 208 from customers enrolled in PEAP, a
gain of $167,469 attributable to the program.

Productivity of an Affordability Program in Achieving Business Outcomes

In addition to assessing the effectiveness of aifmeme program in accomplishing desired
business outcomes (relative to the alternativesy,necessary to judge the productivity of the
program (i.e., the efficient use of company resesy@n accomplishing the desired outcomes.
Assessing productivity supplements the assessméetfectiveness” from two different
perspectives.

Addressing the productivity of utility efforts halphe utility assess whether there is a proper
match between the tool being employed and the afpayment problem that is sought to be
remedied. On the one hand, in other words, evialy#te productivity of the program (relative
to its alternatives) helps to identify when inagprately extensive tools are being employed by
the utility. An involuntary disconnection of serei for example, is not a collection tool that
addresses temporary inability-to-pay. The bill Vdoloe paid whether or not the disconnection
was employed. In these circumstances, the disctioneserves no business purpose. It is not
“productive,” in that it generates no additionalerue.

182007 Indiana Outcome Evaluation.
19 Colton (2010)Interim Report on Xcel Energy’s Pilot Energy Assiste Program (PEAP): 2010 Interim
Evaluation Xcel Energy: Denver (CO).
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On the other hand, evaluating productivity will iné¢the company evaluate whether it is using a
tool that is insufficient given the types of prabl@xtent on the utility’s system. Considering
productivity, in other words, helps identify wherots are being employed that have no hope for
success. A deferred payment plan, for examplegtis tool that addresses chronic inability-to-
pay. If a customer could not pay his or her filllib the past because of a lack of money, it
lacks good sense to use a tool that would reghaedustomer to pay the full bplus some
increment to retire arrears in the future. In éheiscumstances, the tool is likely to be
unsuccessful. It is not “productive,” in that itnggates no additional revenue.

Productivity implies not only some absolute leviebotput (i.e., “effectiveness”) but some level of
output given a designated level of input as #Welln order to evaluate productivity, both the input
and the output data are needed.

Enhanced Productivity of Individual Collection Activities

The use of a rate affordability program helpeditickana utilities discussed above to enhance the
productivity of their collection efforts. Vectré&mergy's rate affordability program, for example,
allowed that company to move to an increased &iam payment plans as a collection device for
its low-income program participants rather thagingl on the disconnection of service for
nonpayment when low-income customers falls inteaas. Table 20 shows that that while the
payment plan-to-disconnect ratios are similar fiocustomers and for low-income customers in the
early study months, as the company implementedtitgsaffordability program, it consistently
moved to a greater reliance on payment plans rétharon service disconnections to respond to
low-income arrears. In the pre-winter month of Bioer, the ratios of payment plans to service
disconnections for nonpayment were virtually ideaiti* The data is disaggregated by the three
“tiers” of the rate affordability program (called3P, “Universal Service Progrants.

> In April, while USP3 customers have 11.1 paymeanhglfor each disconnection for
nonpayment, the residential customer base as a&whdl only 2.7 payment plans;

» In May, while USP1 customers had 6.9 payment diansach disconnection, the
residential customer base as a whole had onlyaly@ent plans.

20 |f one were to compare the effectiveness of tvetridit offices in collecting bills, the absolute aamt of revenue
collected would not be the exclusive performanctofiato use in the comparison. Even assumingtibtt offices
faced identical numbers of payment-troubled custsmath identical payment problems, it would bedhd to say
ipso factothat one office was more “productive” if it colted 10% more revenue. If the office which collaoisre
had twice the staff, but collected only 10% moneeraie, the revenue collection per staff member vbel much
lower. If the office that collected more had a gab#ally greater investment in equipment (e.gtpalialers), but
collected only 10% more revenue, the revenue datleper dollar of capital investment would be mimer.

% The Table presents ratios. A ratio of 1.0 mehasfor every disconnection of service for nonpayimthere is an
account on a deferred payment plan. If there W8@edisconnections for nonpayment, in other waitts,e were
also 100 accounts on payment plans. A ratio off@e@ns that for every one account subject to diseciion, there
were three accounts on a deferred payment plan.

% The Tiered Rate Discount has three tiers to tlse@int. “USP1” includes the low-income prograntipgrants
in the highest income tier; “USP3” includes the imgome customers in the lowest income tier. “U&Presents
Universal Service Program, the name of the Tierat ®iscount.
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Table 20. Ratio of Deferred Payment ArrangemenBigoonnections for Nonpaymel
Pre- and Post-Winter Heating Season: 2006/2007t&@da/

Nov 2006 April 2007 May 2007
All residential 31 2.7 1.6
USP 1 4.4 9.1 7.7
USP 2 3.7 12.1 8.2
USP 3 2.8 11.1 6.0

NOTES:

/al Winter months not considered given Indianaisteri shutoff moratorium.

The ability to treat the arrears of its low-incooustomers in a less intensive fashion is also avide
from an examination of the ratio of field collectgto the number of other collection activities.
Table 21 presents data on the ratio of field collacactivities to mail collection activities. the

ratio is 1.0, there is one field collection acinibr every 100 mail collection activities. If tihatio

is 3.0, there are three field collection activitiesevery 100 mail collection activities. A highe
ratio evidences a greater reliance on the morasive (and more expensive) field collection
activities.

Table 21. Ratio of Field Collection Activities t0@ Mail Collection Activities
Pre- and Post-Winter Heating Season: 2006/2007@f@da/

Nov 2006 April 2007 May 2007
All residential 4.7 6.7 10.0
USP 1 5.3 3.1 3.8
USP 2 7.8 24 29
USP 3 8.9 2.7 4.2

NOTES:

/al Winter months not considered given Indianaistevi shutoff moratorium.

The Vectren rate affordability program alloweditove to a less intensive collection activity
directed toward its low-income customers when casgb#o its residential customer base as a
whole. In the pre-winter/pre-program month of Noer, the ratio of field collection activities per
100 mail collection activities was similar betweba low-income population and the residential
population as a whole. If anything, the intensitgollection effort was greater for a significant
portion of the low-income population (USP2 and UGR&h noticeably more field collection
activities per 100 mail collection activities thian the residential customer base as a whole.

After operating its rate affordability program, hewer, Vectren could collect its low-income

revenue with less intensive collection activit€sntrary to the pre-program results, after the
company implemented its rate affordability progf@amlow-income customers, the company was
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exerting between two and three times more fieltecbbn activities (per 100 mail collection
activities) for its residential customer base agale than it was for its low-income populatfon.

Enhanced Productivity of Aggregate Collection Actiities

In addition to considering the impact of a low-ino® affordability program on individual
collection activities, a productivity analysis skiblook at the overall collection effort as well.
The level of collection effort is an important ctnaint on any evaluation of revenue collection.
Two groups of customers, each of which have patd 80their bills for current usage, present
substantially different pictures of cost and rigkhe utility if one group makes payments with
little or no collection effort while the other makthe same dollar payment, but only after the
utility exerts considerable collection intervensadirected toward the customers.

Improvements in the productivity of collection atfiies can occur in either of two ways:

» The need for collection interventions can be redubes allowing an increased payment
per each collection intervention performed; in fing instance, improvement can be seen
even if total dollars collected remains the sam tbe interventions needed to generate
those dollars decreases); or

» The customer response to the collection activityiogprove thus allowing an increased
payment per each collection intervention performedhis second instance,
improvement can be seen if the total number okctibns activities remains the same
but the dollars generated by those activities imme&"

In essence, this evaluation process considerdfenetieeness and efficiency of collection
activities from two different but related perspeeti. On the one hand, it examines how much
revenue is generated by each collection interven@m the other hand, it examines how many
collection activities are associated with the gatien of the revenue.

In the discussion below, the effectiveness of ctilbe activities directed toward participants in
the Indiana rate affordability program is measurgdeference to the average payment per
collection activity montHf> The Indiana utilities exhibited the ability to geate greater payment
advantage for its longer-term USP participant®léven of the seventeen study months,
customers who had participated in USP for both 2808¥ 2008 paid more per collection month
than did customers who began their USP participati?008. This payment productivity
increased as the length of participation in the edfordability program increased. An increase
in the average payment per collection month ocfaurrene or both of two reasons: (1) the

% These results are consistent with the “theorya tdw-income program. A low-income program wilk tiéely
result in an absolute decrease in the number téat@n activities. Instead, a low-income prograliows a utility
to switch its commitment of collection resourcesagvirom low-income customers, where the collectotivity is
not likely to be effective, to non-low-income custers where the activity is more likely to have aipwe effect on
revenue collection.

% Productivity is measured by the ratio: DC / CEeven“DC” = dollars collected; and “CE” = collecti@ifort. In
the first illustration, “CE” (the denominator) isduced. In the second illustration, “DC” (the nuater) is
increased.

% A “collection activity month” is a month in whicny level of collection activity occurs.
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payments made in response to collection activityaases; and/or (2) the number of payments
made without need of any collection activity in@es. The cumulative average payment of the
CGCU USP participant by the end of the study pewad $366, compared to $291 for the
nonparticipant.
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Appendix B:
Responses to Minister of Energy
Program Questions to LIEN/ACTO
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1. The consultant writes, "The 40% participation rate figure is based on my experience with
numerous low-income programs." It would be helpfulto know which low-income
programs he is referring to and explain in greateretail as to why he chose this particular
figure.

Response

Several factors limit the participation of low-imoe households in a percentage of income
program (PIP) such as that which LIEN has propdee@®ntario. Not all households that are
income-eligible, for example, will be eligible teaeive program benefits. Under the LIEN
program, which sets an affordable burden at 6%adrne, some proportion of households will
have actual energy burdens thatless thar6%, even without program assistance.

» In New Jersey, for example, which also uses a 6fddmuto determine program benefits,
while 646,192 households were income-eligible, &89,935 households (56%) were
eligible to receive benefits (by having a burdeoezding 6% of income). In New
Jersey, the actual participation of 176,707 housish@as only 27% of the income-
eligible population.

» Ohio’s PIP presents a similar pattern. Ohio ha?2l 250 households income-eligible for
its PIP, yet only 47% (445,509) had gas and etebtrrdens that were sufficiently high
to qualify for Ohio’s percentage of income benefit$ie Ohio program served 209,960
participants, 22% of the total income-eligible pigpion and 47% of the total population
that would qualify to receive PIP benefits.

Even Maryland, which dog®mt set a percentage of income threshold as a limieoeiving
program benefits, experiences a reasonably lovicpzation. Maryland’s 83,853 participants
are to be compared to its 286,187 income-eligibleupation (a participation rate of 29%).
Maryland’s program, however, provides only elecfand not natural gas) benefits, and thus
may correspondingly generate a lower participatida.

The 40% figure used for Ontario is based on Pemagsjd data. The Pennsylvania public utility
commission (PUC) has adopted a low-income rateasfaility program for both electric and
natural gas utilities. The program is called thes@mer Assistance Program (CAP). On an
annual basis, the Pennsylvania utilities repoiit tBAP participation, along with the number of
“confirmed low-income customers” in their servieeritory. In 2011, the most recent year for
which data is available,

» Pennsylvania’s natural gas utilities had 460,42%ioned low-income customers and
181,986 CAP participants, a participation rate @b36.

» Pennsylvania’s electric utilities had 583,581 conéd low-income customers and
311,000 CAP patrticipants, a participation rate 3% Two of Pennsylvania’s electric
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utilities, however, use the very fact of programtipgpation as the means of
“confirming” low-income statu$’ thus artificially escalating their participatioate.
Excluding those two ultilities, the electric panpiation rate reflects the natural gas
industry’s (39%).

In the model, one of the assumptions is that progra participants are four months behind
on the payment of their bill. It would be helpful to know why the consultant chose four
months. He says this is the case in other jurisdicins. Which jurisdictions are these?

Response

In Pennsylvania, it is possible to divide the agerarrears (not on agreement) for confirmed
low-income customers by the average monthly billtfmse low-income customers to
determine the extent to which low-income custonaees‘behind” on their bills. In
Pennsylvania:

» Pennsylvania low-income electric customers werée'#la behind.”
» Pennsylvania low-income natural gas customers ®&&rébills behind.”

Other states have reported similar data. Publici@Company of Colorado (PSCO) operated
what it called its Pilot Energy Assistance Prog(®BAP, a percentage of income program).
The combined gas/electric pre-program arrearsustoeners who had been program
participants for between seven and 20 months skmav&ills-behind” absent any temporary
seasonality. The “bills-behind” (based on pre-paog arrears at the time of enroliment) for
participants in the program for seven (7) to twdll/2) months was 3.7. The “bills-behind’
(based on pre-program arrears at the time of eneoit) for participants in the program for 13
to 20 months was 3.9. The “bills-behind” may vaoynewhat above or below these on a
seasonal basis, but on an annual basis, a fouthnbdl#-behind is a reasonable assumption.

How did the consultant decide to choose the numb&50 for the maximum credit ($70 per
month on electrically heated households)?

Response

The $50 maximum monthly credit was policy driveat empirically driven. The maximum
credit has no impact on average. The spreadsidieates that the “actual bill” (Column B)
minus the “affordable bill” (Column 1) yields a “ptousehold program cost” (Column L) less
than the maximum credit.

Care must be taken with the maximum credit, howelfethe maximum monthly credit is set
too low, on an individual basis, unintended difftms may be created. By definition, these

% These utilities, in other words, confirm that seme is “low-income” by whether the household papttes in
their respective CAP. To use these utilities oomparison of CAP participation to the total comféd low-income
population would be the ultimate in circular reasgn
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unintended difficulties will disproportionately floto those households with the lowest
incomes. Since the affordable bill will decreaséreome decreases, the per-household
program cost will increase, even holding consunmptionstant. A maximum credit should be
used to control the extreme outliers in consumptiah as a regressive cost control mechanism
the burden of which falls disproportionately on kbeest income.

Setting the maximum monthly credit at $50 assurasgrogram participants receive their bills
on a levelized “budget billing” basis. If monthills are not levelized, the maximum credit
should be implemented on an annualized basis. r@ifes a program participant might “lose”
benefit in high cost winter months (e.g., an afédié bill of $80 applied against a monthly bill
of $200, which would exceed the monthly maximundijeeven though in low cost months
the affordable bill of $80 might be applied agamshonthly bill of $20, thus yielding a
monthly credit of $0.

4.  The consultant assumes that electricity base loadlls are a higher proportion of total
home energy bills. But why does the model divide éhtotal percentage of income 60/40
between base load and space-heating? Could the coltant provide further details on his
definition of base load and space heating?

Response

“Space heating” and “base load” are not defineghat perhaps is considered to be the
“typical” sense. Space heating is used as the gagion when electricity is used as the
primary space heating fuel. Within that categdiizg however, no distinction is made
between end-uses (e.g., cooking, hot water, etBase load” refers to electricity when
electricity is not used as the primary space hgdtiel. The cover terms “space heating” and
“base load,” in other words, are used for convergenf expression to cover “when electricity is
used as primary space heating fuel” (“space heatarmgl “when fuel other than electricity is
used for primary space heating” (“base load”).

Several considerations go into dividing the totgentage of income 60/40 between base load
and space-heating. Note, of course, that spad@xbesanding alone is not used in the model.
When electricity is the primary space heating faghousehold would pay the entire 6%
affordable burden toward that electricity bill (bre assumption that the home is more often
than not going to be an all-electric home). Whéunehother than electricity is used as the
primary space heating fuel, nonetheless, the halge&bill pay 4% of income toward the
electricity usage since experience counsels tieatrat baseload bills will represent a larger
proportion of the total bill than the space heatiiibwill represent.

Even though the 60/40 “principle” is articulatedtethat the actual percentage of income
burdens used are rounded to the nearest wholentaegee As a result, while 60% of an
affordable 6% burden would be 3.6%, the actual énsdemployed in the LIEN spreadsheet
have been rounded to 4%. This rounding has béleredtto simplify the explanation of the
affordable percentage to program participants.giam payment responsibilities rounded to a
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whole percent (4% rather than 3.6%) presents alsirppogram design to explain to customers.
Finally, rounding the affordable percentage tortbarest whole percentage takes away any
appearance of false precision. As LIEN has indidataffordability” is a range, not a point.
Setting an “affordable” bill to the tenth of a pentage of income would falsely convey an
implicit message that affordability is being mea&slmore precisely than the concept merits
(for example, 3.6% is affordable while 3.7% is not)

5. The model assumes the start-up costs are equal t#%f benefit costs, which is then
amortized over five years. The budget contained ithe model's worksheet assumes that
the program will be fully-subscribed from day one @ the first year. We would appreciate
a more detailed explanation of what these assumptig are based upon.

Response

Setting the incremental start-up costs equal tabased on judgment, not by empirical
measurement. Note, however, that the 5% starbsfs @re intended to set an upper bound on
the incremental start-up costs to be separatetywezed from ratepayers.

The cost-recovery for start-up costs is, in fassogiated with the second question above. The
program will not likely be fully-subscribed from RP®ne of the first year. As a result, cost
recovery based on an assumption of full subscndtiom Day One will somewhat over-

recover program costs. In other states (e.g., Nampshire), the utilities implementing the
low-income program were instructed to take thegtaecovery for program start-up
expenditures out of this over-recovery. Only te &xtent that the incremental start-up expenses
exceeded the ability of a utility to be compensatetof this first-year over-recovery would the
utility be allowed to recover start-up costs agpesate line-item amortized over five years.

Providing a utility the opportunity to gain this aeOne cost recovery was consciously intended
to be advantageous to the utility. Utilities oftesist the notion of providing rate affordability
assistance. To allow quick cost recovery for atartosts is designed to over-come that
resistance.

Outside of this ability to gain early recovery tdr$-up costs, given expected cost recovery of
program costs through a reconcilable rate riderotrer-recovery of Year One costs would
have no impact on ratepayers. To the extent th&ts@re over-recovered in Year One because
the program is not fully-subscribed, the over-rezgwvould be identified and reconciled to
actual expenditures, with the excess recoverymetlito ratepayers, at the time of the first
reconciliation.

A five year amortization period is based on poliéymortization periods for extraordinary,
non-recurring costs, are generally set using anbiadg of the immediate rate impacts on
customers to whom the rate applies and reasonadygi cost recovery for the company. In
addition, based on what is commonly called the ‘tMatg Principle,” cost recovery should
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2.

seek to match the payment of costs to the ratepd@nefitting from those costs. There would
be no factual dispute that the proposed LIEN a#bility program provides benefits over more
than the first year of operation. Benefits of finegram would continue beyond Year One. A
five-year amortization period best appears to nealsly match the cost recovery with a
reasonable planning period for program impacts.

Both the current hill cost estimate and the arrearge forgiveness cost estimate have a
"cost offset" applied to them, based on bad debt; arking capital; and credit and
collection costs. Why does the consultant choose effset of 25%7? How did he calculate
this figure?

Response

The 25% figure is derived from the attached spreeels developed by LIEN'’s consultant to
evaluate low-income affordability programs propofmdhe State of Colorado. The attached
spreadsheet is accompanied by a narrative explenatiote that thexpectedffsets
significantly exceed 25%. The lower 25% figure wiékzed to provide a financial incentive
for utilities to fully and aggressively implemehgtlow-income program. The difference
between the expected offset, and the 25% offsetl insihe cost-calculation for Ontario, would
redound to the benefit of participating utilities.

LIEN's proposal suggests either a fixed credit oriered discount approach, but do they
feel one of these models is stronger?

Response

LIEN endorses use of a fixed credit as the stroagproach. The best and most current
analysis of a tiered discount approach as comparadixed credit approach was presented in
the following report: Colton (October 201Review of PECO Energy’s Report on Alternative
Models for the Delivery of Customer Assistance Benerepared for submission to the
Pennsylvania Public Utility Commission (PUC) on aklof the Office of Consumer Advocate
(OCA). This report compared a tiered discount apph to a fixed credit program based on ten
criteria:

. The “breadth” of unaffordability;

The “depth” of unaffordability;

The total dollars of unaffordability;

The payment coverage rate;

The dollar cost of the rate affordability “shortfal
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6. The incentive to conserve provided by price signals

7. The number of customers receiving $0 benefits;

©

The impact on the bad debt write-off from CAP maptnts;

©

The impact on the number of service disconnectionsonpayment for CAP patrticipants;
and

10. The IT costs of implementing the revised alterrativeans of delivering rate affordability
assistance.

This October 2013 report is attached to this respomhe report offered the following
comparison of the program designs based on thesatrieria (with the acronyms presented in
the following chart having been defined and expdim the attached repoft):

Summary of Four Options by Outcome Metrics

Unaffordability Pymn Shortfall
y LIUR | Price | $0 Bad
t . , DNP | IT
Breadt| Dept | Total | ~, p | Signa| Benefit| Deb |
VI | Total Costs
h h $s Impa | Is s t
ge
ct
Status Quo + - - - N/I - - + - i +
7-Tier
++ - - - - - - + + + +
R/S/SD
PIP - + ++ + + + N/I + /a/ + + -
FCO - + ++ + + + + + /a/ + + -
NOTES

+: Positive impacts relative to the alternatives.

-: Negative impacts relative to the alternatives.

N/I: No Impact

/al The positive impact conclusion assumes adopti@gminimum benefit, which would result in an
improvement (relative to the Status Quo) of thepetage of customers who receive a benefit that
reduces burdens to less that the range definee &ffbrdable by the Commission.

2" FCO: Fixed Credit Option; Status Quo: tiered diseount; PIP: percentage of income plan; 7-Ti&/8D: a

revised fi

ered rate discount redeploying discoutiads between higher and lower income program@pénts.

% DNP is the acronym for “disconnect nonpayment.”
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As can be seen from the above chart, the fixedtosption (FCO) is the most advantageous affordable
home energy program.

8. Does the consultant prefer a block discount modek@ discount based on consumption
(for example, Vermont)? Does he prefer the Vermontodel over others, such as
Minnesota, Pennsylvania, Ohio, and why?

Response

LIEN recommends a fixed credit percentage of inctwsed program. A PIP has been adopted
in New Jersey, Pennsylvania, Ohio, Maine and CdloraA PIP was also recently
recommended by the Maryland public service commis@PSC) staff and Office of Peoples
Counsel. The advantages of a fixed-credit PIP w&pdained in response to Question #7.

9. Does the consultant or LIEN have any cross-jurisditonal research they can share? What
other programs do they suggest looking at with regas to best practices (design,
implementation, etc.)?

Response

LIEN would recommend the following three reportsaasntroduction to cross-jurisdictional
research (each of which is attached):

1. Colton (2007). Best Practices: Low-Income Rate Af&bility Programs: Articulating
and Applying Rating Criteria, prepared for Hydro€pec.

2. Colton (2010). Home Energy Affordability in ManitabA Low-Income Affordability
Program for Manitoba Hydro, prepared for Resourcagervation Manitoba/Time to
Respect Earth’'s Environment.

3. Colton (2012). Public Service Company of Colorad®SCO) Pilot Energy Assistance
Program (PEAP) and Electric Assistance Program JE2®L1 Final Evaluation
Report, prepared for Public Service Company of €alo.

In addition to these three specific reports, thachied table shows the range of cross-
jurisdictional research that is availableThose reports that are available electronicaly loe
provided on CDROM upon request.

One primary “message” to be derived from the agddable of program evaluations is the
recognition that a low-income rate affordabilitypgram such as that proposed by LIEN is not a

2 This Table has been omitted since it was attaelsezh appendix to the LIEN/ACTO presentation to the
stakeholder conference of November 6, 2014.
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“new” concept and does not operate on a “theorétieesis. These types of low-income
programs have been operated, and evaluated, tichagain over more than 20 years. The
Table below identifies more than 65 specific repantost (but not all) of which are post-hoc
evaluations of the operation of a low-income wtifitnded rate affordability program (not
based simply on providing crisis assistarite).

10. Does the consultant have any disaggregated data lmw income populations and
associated energy consumption patterns?

Response

In the U.S., the best source of disaggregatedgiatarally is the quadrennial Residential
Energy Consumption Survey (RECS) by the Energyrinétion Administration of the U.S.
Department of Energy (EIA/DOE). Information is pided, disaggregated by region (perhaps
the East North Central Region would be most analsgo Ontario), consisting of Wisconsin,
Michigan, lllinois, Indiana and Ohio. The datavided relates to:

» Fuel consumption and expenditures (both by BTUlanghysical units, e.g., kWh,
gallons, CCF).

» End use consumption and expenditures (totals aehges).

» End use consumption and expenditures (again, by &idby physical units).
In addition to this consumption and expendituredat fuel and by end-use, the RECS
provides data disaggregated by housing and hou$eharacteristics, including:

» Fuels used and end-uses.

» Structural and geographic characteristics.

» Household demographics.

» Housing unit size (square footage).

» Individual end-uses (appliances, televisions, caergielectronics, space heating, air
conditioning, hot water).

Summary and detailed tables are available, alotiymwicro-data, at the RECS web-site:
http://www.eia.gov/consumption/residential/data/20@ata is also available on-line for 2005,
2001, 1997, and 1993).

%0 The reports that are not program-specific evabmatiare noted as such (“non-program”) in the columanked
“Utility/Program.”
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Detailed information on energy bills and burdens akso be found in the six annual “LIHEAP
Home Energy Notebooks” prepared for the U.S. LIHEBfce (LIHEAP is the federal Low-
Income Home Energy Assistance Program). Thesepixts (2004, 2005, 2006, 2007, 2008,
2009) are available on-line dittp://www.appriseinc.org/reports_survey.htnfhe most recent
annual report (2009) was published in 2011.

Detailed (county-by-county; state-by-state) datdoswincome home energy bills and burdens
(bills as a percentage of income) (prepared amnbglLIEN’s consultant) is also available for
the United States for 2004 through the presentd2blished in May 2013) at the following
web-site:http://www.homeenergyaffordabilitygap.com

11. Does the consultant have any information on the ggeaphical concentration of low
income energy consumers in Ontario?

Response

The Ontario Power Authority ordered and paid fastom data from Statistics Canada’s 2006
Census for the Ontario-specific number of low-ineonouseholds (using pre-tax, post-transfer
payment low-income cutoffs or LICOs), and their iog tenure and housing type. The OPA
shared their Ontario-wide stats with LIEN in Mayl2Qa copy of which has been provided to
Anna Di Misa by E-mail), but did not share the LB€vice area breakdown of these stats
(because the Stats Canada license sharing agreditemt permit it).

Stats Canada now has an open licence agreemertlENdas asked the OPA to order the 2011
National Household Survey (NHS) update to the 2086sus low-income household stats that
can then be shared with all interested stakehaldéeraust be noted that there may be reliability
issues with the data from the 2011 NHS.

12. Is LIEN aware of other long-term low-income assistace programs which include a
conservation component? Can LIEN share any researdttata on this topic, (e.g. program
design)?

Response

LIEN recommends a review of the following repostaéable on-line:

Carroll, Berger and Colton (July 2007). Ratepayanded Low-Income Programs: Performance
and Possibilities, multi-sponsor study availabléhatfollowing URL:

http://www.appriseinc.org/reports/NLIEC%20Multi-Sporé6e20Study. pdf

In addition, many of the program evaluations listethe table attached in response to Question 9
above specifically discuss the relationship betwberrate affordability program and a usage
reduction program component. Integrating the @gjivwf usage reduction measures into a rate
affordability program not only is a long-term, aldamited, way to improve home energy
affordability, but is a way through which to redube overall cost of the rate affordability
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program. This relationship was discussed in soetaildn the report attached to Question 7
above regarding the PECO Energy program design.

13. Can LIEN share its experiences with low-income engy consumers' involvement in
conservation programs? What are the key barriers taheir involvement in these programs
based on the Ontario experience and elsewhere?

Response

Much has been written on the market barriers thatgnt low-income households from
participating in conservation programs. One sumrainformation was presented to the
Ontario Energy Board in 2006 in the OEB’s considtabn demand side management (DSM)
programs for gas utilities. LIEN stated in part:

1. Low-INCOME EFFICIENCY PROGRAMS ARE NEEDED IN ORDER TO PREVENT THE SYSTEMATIC
EXCLUSION OF Low-INCOME CUSTOMERS.

Making utility-funded energy efficiency programscassible to low-income households does not “just
happen.” Indeed, without specific programs diréd¢tavard low-income customers, these programs tend
to exclude low-income customers from participatidilow-income customers are systematically excluded
because of market barriers that are unique to fmerne households.

Market barrier issues are of particular importaiocthe low-income community. Low-income households
inherently tend to be non-participants in utililgeinced energy efficiency programs. Accordinghere
though the savings generated by energy efficieregsores are "system” benefits, and even thoudbwhe
income ratepayers are paying "their share" of tsts¢ these low-income ratepayers are systematicall
excluded from receiving "their share" of the besefi

In addition to market barriers common to all restie ratepayers, low-income households have market
barriers that are different from, and more extem#fian, residential households in general. Thédtres
these market barriers is to more severely restdchccessibility of energy efficiency measurdsie
income households than to residential householdsrieral.
An identification of market barriers common to desitial customers generally is set forth belowabl€ 1.
An identification of markets barriers common to imgome residential customers in particular ifeeh in
Table 2.
Three illustrative “market barriers” are discussethore detail below:

» Discount rates/payback periods;

» Liquidity; and

> Tenancy.

LIEN/ACTO Supplemental OEB Stakeholder Comments: OESP 33|Page



» Discount Rates: Low-income households tend to have extremely mighicit discount rates
(also sometimes known as hurdle rates or inteates rof return). In a report for the Electric
Power Research Institute (EPRI), Cambridge Systesrfatund that the implicit discount rate
for low-income households ranged up to the 80p&@ent level, an implied payback period of
roughly one year. For residential households iveggd, however, the hurdle rate for energy
efficiency investments was 30 percent; that traeslato a payback period of roughly three
years. To the extent that an efficiency prograivest to bring an energy efficiency investment
only within the 30 percent range, that programinipglication, is inaccessible to all households
that have a higher hurdle rate. One entire cagagfdrouseholds to whom the program is
inaccessible consists of low-income households.

» Liquidity: Low-income households tend to have extremelyligwdity. The payback period
for any particular energy efficiency measure becomelevant if the household does not have
the investment capital with which to begin. Theatt of this market barrier, for example, is
often ignored in the reliance on appliance rebatgrams. Such a program may pay the
incremental cost of moving a customer from the Ipase of dessenergy efficient new water
heater to the purchase ofreoreenergy efficient new water heater. In such anamogif the less
efficient water heater costs $600 and the moreieffi system costs $800, it may well be cost-
effective for the utility to pay the $200 differento prompt the purchase of the more efficient
system. This program, however, will, by definitiexclude households that are not in the
market to purchase a new water heater with whidtegin. It is axiomatic to note that not many
low-income households recently spent $600 for awater heater.

» Tenancy: Low-income households tend to live in rental diwgs. This finding has significance
in two respects for the design of accessible engffipiency programs. First, tenants have little
or no incentive to improve their landlord's progerThey do not receive any of the increased
value of the property and, in fact, may face rémdas a result of the improvements. Second,
low-income tenants tend to be more mobile. In tte. Wlata demonstrates quite clearly that,
compared to the roughly twelve percent of the fodglulation that change residences each year,
nearly one-quarter of the low-income population 8s\As a result, even in those instances
where a tenant may wish to invest in an energgieffty measure, and assuming a financial
ability (e.g, sufficient liquidity) to do so, the payback peri@quired to justify such an
investment would need to match the household'sd¢erilow-income household, in other
words, will not invest in a measure with a two-ypayback if that household tends to move to a
different dwelling every 12 months.

There are serious impacts that arise from a faiturecognize and affirmatively compensate fonttagket
barriers that make utility-funded energy efficieqrggrams inaccessible to low-income customers. Two
impacts are of particular significance for the @nt&nergy Board’s consideration.

>

First, distributional inequities arise. Without goemsating for these market barriers, a utility widwdve
created an income transfer in the wrong directiomw-income customers would be paying for the
efficiency programs, but would be excluded fromtipgrating in those programs.

Second, from a resource planning perspectivethpdtential of energy efficiency measures woubd n
be exhausted. If there are energy efficiency meago be implemented, but which are not being
implemented because the market and physical tmathiat prevent their implementation have not been
addressed, there remains some inefficiency ontilitg'si system.

The information and analysis presented above le#akt conclusion that the Ontario Energy Board
should require the implementation of energy efficieprograms directed specifically toward low-ina@m
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customers. The Energy Board should require utiliggrams that will specifically make energy
efficiency programs funded by natural gas utilisesessible to low-income customers.

A copy of the full statement presented on behalfl&N regarding gas DSM for low-income customers

is attached to this response.

14. Which jurisdictions are you aware of that provide a-going bill assistance (which would

go beyond emergency assistance)?

Response

Presented below is a list of the 50 states pluPthtict of Columbia along with an indication

of whether each jurisdiction provides on-going ba#kistance which goes beyond emergency
assistance. As the table indicates, 32 states {puDistrict of Columbia) offer a low-income
rate affordability program going beyond emergerssistance of one type or another. Different
jurisdictions offer different degrees of rate affability assistance.

Rate Assistance in the 50 United States (plus thedfrict of Columbia)

Rate Assistance

Nature of Assistance

Alabama Yes Customer charge waiver
Alaska No

Arizona Yes Rate discount

Arkansas No

California Yes Rate discount

Colorado Yes Percentage of income plan
Connecticut Yes :frrroerz(ijgltg);iﬁt;nanageme—no rate
Delaware Yes Energy assistance supplement
District of Columbia Yes Seasonal rate discount

Florida No

Georgia Yes Customer charge waiver
Hawaii No

Idaho No

lllinois Yes Percentage of income plan
Indiana Yes Tiered rate discount

lowa No

Kansas No

Kentucky Yes KU/LGE bhill credits

Louisiana Yes One utility waives customer charge
Maine Yes Percentage of income plan
Maryland Yes Energy assistance supplement
Massachusetts Yes Rate discount
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Rate Assistance in the 50 United States (plus thedfrict of Columbia)

Rate Assistance Nature of Assistance
Michigan Yes Energy assistance supplement
Minnesota Yes Rate discount
Mississippi No
Missouri Yes Arrearage managem«—no rate
affordability
Montana Yes Rate discount
Nebraska No
Nevada Yes Percentage of income plan
New Hampshire Yes Tiered rate discount
New Jersey Yes Percentage of income plan
New Mexico No
New York Yes Rate discount
North Carolina Yes Limited rate discount
North Dakota No
Ohio Yes Percentage of income plan
Oklahoma Yes Rate differential—not all utilities
Oregon Yes Energy assistance supplement
Pennsylvania Yes Percentage of income plan
Rhode Island Yes Rate redction/energy assistan:
match
South Carolina No
South Dakota No
Tennessee No
Texas Yes Rate discount
Utah No
Vermont Yes Rate discount
Virginia No
Washington Yes Energy assistance supplement
West Virginia No
Wisconsin Yes Energy assistance supplement
Wyoming No
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15. Based on LIEN's research and experience, how can weercome key barriers (e.g. incent
landlords to support low-income consumers' involverant in conservation, how to address
low-income housing)? How can we encourage low-incantonsumers to participate in
conservation programs?

Response

Removing the barriers to participation in Ontari@fatively new low-income conservation
programs is a work-in-progress. LIEN meets regulaith the OPA and electricity and gas
distributors to brainstorm and discuss best prastior increasing the participation rate in CDM
and DSM programs (e.g. Union Gas and Enbridge @lasahJoint Low Income Stakeholder
meeting on September 36 solicit feedback on increasing awareness aheirt respective
weatherization programs and how to engage low-irchauseholds who have received a
LEAP EFA or Winter Warmth grant in the retrofit grams; minutes from that meeting can be
provided to the Ministry of Energy staff). Uniora&and Enbridge Gas are also consulting with
stakeholders, including LIEN, in the design of the@iot DSM programs in the private rental
market. LIEN suggests that the Ministry of Enesppuld contact the appropriate staff people
in the OPA and at the two main natural gas distafsuwho are involved in the design and
delivery of the low-income conservation offeringscbllect more information about their
findings in the field with respect to barriers. Wsll, the OEB posts the electricity LDCs’
annual CDM reports on the Board web site and thegserts contain comments on the
challenges encountered in delivering HAP and suggesfor how to address those challenges
going forward.

The OPA, in the development of their saveONenergyvHt ASSISTANCE PROGRAM

(HAP) summarized the following lessons learned fexperiences in Ontario:
» Low income participants are difficult to identifyd reach (especially those in private housing);
many do not self-identify and it is often difficutt find customers whose home and income
qualify for the program; accordingly, multiple oegich channels are needed

« Partnerships with community, social service athgoorganizations trusted by low-income
customers are key to successful outreach and progpsake

« Partnerships w/ social housing providers havpdtto streamline processes and make delivery
efficient

-e.g. Union Gas partnership w/ Victoria Park Hotdarfilton), Windsor Essex Homes, Cornwall
Area and Housing, and etc.

» Offer a variety of measures to increase uptakesanings per home
-e.g. handheld and wall mounted shower heads

» Some homes required health and safety repais forimplementation of energy saving
measures; links with other existing programs aitecat

* Financial barriers to conservation are signiftdan many low income consumers (and property
managers)
— Full funding for conservation measures is negggsaovercome this barrier
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*Multiple offerings for low income consumers maxamireach and participation

«Difficult to manage expectations of potential @pants (e.g. not all homes will receive all
measures; depends on outcome of audits)

» Cost-effectiveness testing based on TRC greiatiysl what can be done in a home; TRC not
recommended for this sector as this test doesapitie many non-energy benefits generated by low
income programs (e.g. reduced arrears)

 Coordinated approach is needed to generate loesadnition, consumer demand, sector capability
and consistent offering
— Minimize red tape and paperwork

» Many customers lack an understanding of the vaarefits of measures

« Split incentives between renters and privatedingj owners pose a barrier to program participation
for low-income renters

* For building owners/managers:
— Financial constraints
— Provide on-site sales and technical support
— Address the key question of “How much money csave?”

16. Does LIEN have any useful information about vulnerale, including low-income,
consumers in Ontario that would be useful to us iur policy development activities?

Response

Information on vulnerable Ontario customers caol@ined from StatsCan. In addition to that
data-based work, the reports listed below are camlextas offering important insights into
vulnerable customers in Ontario. The order of gmétion below is not intended to convey any
significance as to the relative importance of thoeky

» Katie Dorman, et al. (Oct. 2013). Why Poverty gledical Problem: Rent, Groceries,
Child Care. Ontario Medical Review.

» Institute for Research and Development on Inclusioeh Society (2013). Looking into
Poverty: Income Sources of Poor People with Digaslin Canada.

» Ontario Ministry of Children and Youth Services (D2012). Ontario’s Poverty
Reduction Strategy: 2012 Annual Report.

» Ontario Common Front (August 2012). Falling Behi@xhtario’s Backslide into
Widening Inequality, Growing Poverty, and Cuts txial Programs.

» Canada without Poverty (May 2012). Ontario Poverygress Profile.
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» Metcalf Foundation (Feb. 2012). The “Working Pomrthe Toronto Region: Who
They Are, Where They Live, and How Trends are Cirang

» Family Service Toronto (2012). Strengthening Faemifior Ontario’s Future: 2012
Report Card on Child and Family Poverty in Ontario.

> Citizens for Public Justice (2012). Poverty TreB8dsrecard: Canada: 2012.
» Joseph Rowntree Foundation (2011). Monitoring Pigvaand Social Exclusion.

» Family Service Toronto (2011). Revisiting Familyc8gty in Insecure Times: 2011
Report Card on Child and Family Poverty in Canada.

» Family Service Toronto (2011). Poverty ReductiominEra of Uncertainty and
Change: 2011 Report Card on Child and Family PgvarOntario.

» Ontario Finance Committee (Feb. 2011). Financiséturity Among Older Ontarians,
CARP pre-budget submission to the Standing ComengteFinance and Economic
Affairs.

» Mowat Center for Policy Innovation, School of Palffiolicy and Governance,
University of Toronto (2011). Trading Places: Smgldults Replace Lone Parents as
the New Face of Social Assistance in Canada.

» Best Start Resource Center (2010). I'm Still Hun@kild and Family Poverty in
Ontario.

» Canadian Center for Policy Alternatives (August@0The Problem of Poverty Post-
Recession.

» Canadian Center for Policy Alternatives (June 20@Bitario’s Growing Gap: The Role
of Race and Gender.

» Children’s Aid Society of Toronto (Dec. 2008). Giexalrouble in Toronto: Child
Poverty in the GTA.

» Ontario Association of Food Banks (Oct. 2008). Tst of Poverty: An Analysis of
the Economic Cost of Poverty in Ontario.

» Metcalf Foundation (Nov. 2007). Why is it so toughget ahead: How our tangled
social programs pathologize the transition to sgifince.
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>

Canadian Mental Health Association—Ontario (Now020 Backgrounder: Poverty
and Mental lliness.

National Advisory Council on Aging, Government cdi@ada (2005). Aging in Poverty
in Canada.

CSJ Foundation for Research and Education (Nov12G0om Poverty Wages to a
Living Wage.

Canadian Women's Foundation (undated). Fact SMmting Women Out of Poverty.

Copies of any or all of the reports listed above @and will) be provided in electronic format oCB-
ROM upon request.

17. What are LIEN's perspectives on the benefits of fuding of an electricity rate affordability
program for low-income consumers through the rate hse? Why does LIEN recommend
the program be funded by ratepayers as opposed taxpayers?

Response

LIEN supports funding a rate affordability progrémough utility rates for both substantive
and administrative reasons. These reasons include:

» Rates provide a stable source of funding over titheate affordability program is

difficult to ramp up and down in response to fluting appropriations. Intake and
enrollment staff must be hired and trained, cregdirspecialized work force to
administer the program. If an appropriation in gear is delayed, or foregone
entirely, the expertise that is lost when staffid off cannot be immediately replaced.
Instead, a new staff must be hired and trainedyiro costs increase as these new
“start-up” costs are again incurred.

Quite aside from staff, however, a rate affordapfirogram depends for information
technology in the billing system of participatingjities. The amount of assistance to
be delivered, the treatment of arrears, the impadatollections, the seemingly simple
act of designating in the customer information eysbf who is a participant (and who
is not) (so that a customer service representativesee on their “screen” whether
someone is a program participant during custometacts), cannot be easily (or
inexpensively) changed from year to year.

The effectiveness of rate affordability programpet@ls on a stable, long-term
commitment to the rate assistance. The “message’tate affordability program is
reasonably simple: “We (the utility) have done part to make your bills affordable.
Now it is incumbent upon you to make your paymetitsou do not, you will go into
the collection cycle.” Legislatively-appropriatidhds have historically been much
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less stable than ratepayer-provided funds. Instéatbarly and consistently
conveying the message above, therefore, theraah&eften confusion over what
program is being offeretthis year what level of assistance is being provided tieiary
what the low-income ratepayer responsibilities(arel correspondingly, what the low-
income ratepayer rights are) this year. Undegsl&tive appropriation, the program
becomes an initiative that simply distributes mot®the poor rather than becoming a
collaborative effort to improve payment patternsngking bills more affordable.

» The program becomes nearly impossible to trackdoposes of assessing costs and
cost offsets. If the ratepayers of Whiteacre tytdiupply $10 million to fund a rate
affordability program, and that program generatesdllion in cost offsets, it is clear
to whom those cost offsets should be credited the.ratepayers of Whiteacre Utility).
If the legislature has provided $10 million to fuadate affordability program, and that
program generates $5 million in cost offsets, iess clear, if it can be done at all, how
to collect and re-use those cost offsets. Marth@fcost offsets of a rate affordability
program do not involve an absolute savings, biierad redeployment resources.

» Under a legislative appropriation, the costs ofaymm are difficult, if not impossible,
to track and reconcile on a year-by-year basislitiel$ providing ratepayer-funded
affordability programs generally operate under st cecovery mechanism using a
reconcilable rate rider (much in the nature of echase gas adjustment clause, or fuel
adjustment clause). To provide program revenuesitiih a legislative appropriation
does not allow for this periodic reconciliationexfpenditures to revenues and a
corresponding adjustment of the taxpayer contrioutd the program.

> A legislative appropriation is virtually impossiltie structure in a way that avoids
inter-utility subsidies. Working on the princigleat Whiteacre Utility ratepayers
should pay for the rate affordability program of i&hcre Utility, and that Blackacre
Utility ratepayers should pay the costs associafittiBlackacre’s program, a
taxpayer-funded program cuts that link between-cagsation and cost responsibility.
Not only would one utility’s ratepayers (in theamacity as taxpayers) fund the
program of a different utility, but the customefoae fuel would fund the program of
a different fuel.

Even setting aside the above observations, pethapsost important objection that LIEN has to a
program funded through legislative appropriatianthiat a program funded in such a manner LOOKS and
FEELS like a social service program. LIEN beliettest a ratepayer-funded program is not a social
service program, but is instead a more efficiemt, effective, manner of collecting bills.

A November 2012 proposal made to the Maryland Bukdirvice Commission, presented jointly by the
PSC staff and the Maryland Office of Peoples Col{3EC), observed:

One corollary impact associated with the improyeyment performance of low-income
customers participating in a percentage of incofar is the increase in total revenue
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from those program participants. Stated concelptuitis better for a utility to collect
90% of a $70 bill ($70 x 0.90 = $63) than it is fbat utility to collect 60% of a $100 bill
($100 x 0.60 = $60). Under a percentage of incplae, in other words, even though a
portion of the bill is discounted, the extent toigthpayments increase is such tteaal
revenuegoes up.

No baseline data is available for Maryland. Howethds impact has been found for
both the Colorado and Indiana low-income programs.

In assessing the impact of improved customer paymeniormance on total revenue, the
Colorado evaluation reported as follows:

the PEAP program generated a revenue neutrality AP participants
were compared to other low-income customers, butvhen compared to the
residential population as a whole. * * *,

The lesson learned from [this data] is that PEARegates a sufficiently
substantial improvement in payment coverage raifzive to the low-income
(LEAP) population to more than offset the discopmtvided. To the extent that
the low-income customers have a prior history af-payment, the revenue
neutrality will be somewhat (but not substantiatiygater. However, because
the payment coverage ratios of the residential jadijpn as a whole are higher
with which to begin, the revenue that is being tlde nonpayment in the
absence of the discount is smaller, and the inerigggayment coverage ratios
is insufficiently large to offset the effects okttiscount®

The same results were found for Indiana’s low-inegrograms. A 2007 evaluation of
the Citizen Gas and Coke Ultility low-income progrimand??

Customers that participated in the Citizens Gas W@8e substantively greater
payments than did that company’s nonparticipanufaijon. Over the months
of January through March 2007, USP participantd @8Ps6 of their current
utility bill. While billed $273,627 during thoseimter months, the USP
participants paid $215,897. In contrast, the €itias nonparticipants paid
only 64% of their January through March billinga/hile billed $304,072,

these customers paid $194,577. As can be seed3Revas better than
revenue neutral to Citizens Gas. While USP paitis were billed 90% of
what nonparticipants were billed, they paid 111%twionparticipants paid.

The revenue neutrality can be seen from a diffgerspective as well. Had
USP nonparticipants paid at the same rate as U@ieipants did, they would
have paid $240,216, nearly $46,000 more than thexatly paid®

31 Colton (2012). Public Service Company of Colorad@SCo) Pilot Energy Assistance Program (PEAP) and
Electric Assistance Program (EABQL11 Final Evaluation Reparprepared for Public Service Company of
Colorado.

32 All dollar figures presented in this analysis,ass other explicitly noted to the contrary, are@aisged with the
sample population and not the total population.

3 Colton (2007)An Outcome Evaluation of Indiana’s Low-Income Réfferdability Programsprepared for
Citizens Gas and Coke Utility, Vectren Energy, &twdthern Indiana Public Service Company.
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As in the Colorado program, in other words, in &, the increased payment
performance was more than sufficient to offsetiitieng discount. As a result of the
low-income discount, total revenues to the utditgually increased.

The fact that a ratepayer-funded rate affordabilitygram is a more effective means of collectioseis
forth in the Attachment to this question (from Maryland PSC Staff/OPC joint rate affordability
proposal).

When program funding is moved out of the provinteatepayers and into the province of taxpayess, th
program begins to look like a way in which simpydeliver dollars of energy assistance to the poor,
irrespective of the impact of such assistance fmr@dbility, rather than being focused on beingd@ to
use to address the unaffordability of bills so thase bills can more readily be paid.

While LIEN would certainly not oppose a taxpayended program, if and only if that were the only
means of pursuing rate affordability assistanagrelare such critical substantive and adminiseativ
problems presented by a reliance on legislativegpiations that LIEN does neecommenduch an
approach.

LIEN/ACTO Supplemental OEB Stakeholder Comments: OESP 43 |Page



Appendix C:
PSCO Direct Testimony of David Wolaver
Before the
Public Utilities Commission of Colorado
In Support of Percentage of Income-Based Fixed
Credit Program

LIEN/ACTO Supplemental OEB Stakeholder Comments: OESP 44 |Page



Attachment E

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

* * % * *

IN THE MATTER OF THE APPLICATION OF )
PUBLIC SERVICE COMPANY OF COLORADO )
FOR APPROVAL OF ITS ) DOCKET NO. 12A-XXXEG
ELECTRIC AND GAS AFFORDABILITY )
PROGRAMS AND FOR RELATED WAIVERS )

)

AND AUTHORIZATIONS.

DIRECT TESTIMONY AND EXHIBITS OF DAVID A. WOLAVER

ON

BEHALF OF

PUBLIC SERVICE COMPANY OF COLORADO

April 18, 2012



Attachment E

LIST OF EXHIBITS

Exhibit No. DAW-1 Example of Calculations of Benefits Provided to
Customers

Exhibit No. DAW-2 Excerpt from Biennial DSM Plan

Exhibit No. DAW-3 Projected growth in low-income participants

Exhibit No. DAW-4 Actual 2011 Expenditures

Exhibit No. DAW-5 Hard Budget Cap

Exhibit No. DAW-6 DSM & Weatherization impacts

Exhibit No. DAW-7 Low-Income impacts on non-participants




Attachment E
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DIRECT TESTIMONY AND EXHIBITS OF DAVID A. WOLAVER

l. INTRODUCTION AND PURPOSE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is David A. Wolaver. My business address is 1800 Larimer, Suite
1400, Denver, Colorado, 80202.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

| am employed by Xcel Energy Services Inc. as a Pricing Consultant in the
Pricing and Planning Department. Xcel Energy Services Inc. is the service
company subsidiary of Xcel Energy Inc.

ON WHOSE BEHALF ARE YOU APPEARING IN THIS DOCKET?

| am appearing on behalf of Public Service Company of Colorado (Public
Service or Company), an operating utility subsidiary of Xcel Energy Inc. (Xcel
Energy).

HAVE YOU PREPARED A STATEMENT OF YOUR EXPERIENCE AND
QUALIFICATIONS?

Yes. That statement is included with my testimony as Attachment A.
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WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

The purpose of my testimony is to provide analysis and documentation that

supports the Company’s efforts to comply with certain requirements that are

contained in the Commission’s recently-promulgated Rule Nos. 3412 and

4412,

the Electric and Gas Low-Income Energy Assistance Rules (the

“Rules”), respectively.

PLEASE LIST THE REQUIREMENTS THAT YOU WILL DISCUSS IN YOUR

DIRECT TESTIMONY.

| address the following requirements:

1)

2)

3)

4)

5)

Demand Side Management (“DSM”) and energy assistance program
integration referenced at Rules 3412(c)(I)(A) and 4412(c)(1)(A).
Weatherization and energy assistance program integration referenced
at Rules 3412(c)(1)(B) and 4412(c)()(B).

Program-specific needs assessments that identify the total number of
low-income participants, the number of identified participant accounts,
and the projected program enrollment referenced at Rules
3412(d)(11)(B)(ii) and 4412(d)(I1)(B)(ii).

A program-specific “hard budget cap” for each year the program is in
operation, including program administrative costs referenced at Rules
3412(d)(11)(C) and 4412(d)(I1)(C).

The number of participants currently receiving energy assistance from
the utility, the average amount of base consumption that occurs in low-

income homes, and the potential impact of energy efficiency/DSM
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upon average low-income consumption referenced at Rules
3412(d)(11)(D) and 4412(d)(I)(D).

6) All provisions referenced at Rules 3412(e)(l through IIl) and 4412(e)(l
through Ill) that relate to recovery of low-income energy assistance
costs.

7) All provisions referenced at Rules 3412(c)(lll) and 4412(c)(lll) that
relate to the maximum rate impact on non-participants.

ARE YOU SPONSORING ANY EXHIBITS AS PART OF YOUR DIRECT
TESTIMONY?

Yes, | am sponsoring Exhibit Nos. DAW-1 through DAW-7.

II. ANALYSIS

HAVE YOU INCLUDED AN EXHIBIT IN YOUR DIRECT TESTIMONY THAT
PROVIDES EXAMPLES AS TO HOW LOW-INCOME ENERGY
ASSISTANCE BENEFITS ARE CURRENTLY CALCULATED FOR
PROGRAM PARTICIPANTS?

Yes, that information is contained in Exhibit No. DAW-1. Exhibit No. DAW-1
provides examples of customers that receive benefits under both the
Percentage of Income Payment Plan (“PIPP”) and Step Bill Discount program
(“SBD”) that Company witness Mr. Patrick Boland discusses at length in his
Direct Testimony.

WHAT BENEFIT DO THESE EXAMPLES PROVIDE RELATIVE TO YOUR
REQUEST THAT THE EXISTING PILOT PROGRAMS BE GRANTED

PERMANENT STATUS?
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The examples included in Exhibit No. DAW-1 delineate the Company’s
existing protocol under the pilot programs and proposed protocols for the
permanent programs for calculating benefits for qualified customers. | include
this information in my testimony so that the Commission and other interested
parties can get a better a feel for the level and range of benefits the programs

provide.

. PROGRAM REQUIREMENTS

RULE NOS. 3412(c)(1)(A)(B)(C)(D) AND 4412(c)()(A)(B)(C)(D) LIST FOUR
PROGRAM REQUIREMENTS FOR THE COMPANY'S PERMANENT LOW-
INCOME ENERGY ASSISTANCE OFFERINGS. BEGINNING WITH (A),
WILL THE PROPOSED PERMANENT LOW-INCOME ENERGY
ASSISTANCE PROGRAMS CONTINUE TO BE INTEGRATED WITH THE
COMPANY’S EXISTING ENERGY EFFICIENCY AND DSM PROGRAMS?

Yes. Currently, the Company’s pilot low-income energy assistance programs
are fully integrated with the Company’s Low-income DSM programs through
the Company’s billing system (*CRS”). For example, customers that receive
low-income energy assistance are coded in a manner in CRS that allows for
easy identification. The Company’s DSM personnel are then able to access
this information to target the Company’s low-income energy assistance
program participants as potential low-income DSM patrticipants. These same
protocols will remain in place when the Company transitions to permanent

low-income energy assistance programs.
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PLEASE DESCRIBE PUBLIC SERVICE’'S DSM PROGRAMS THAT ARE
TARGETED TO LOW-INCOME CUSTOMERS.

The Company offers four DSM programs that are specifically targeted to low-
income customers - they are: Energy Savings Kit, Single-Family
Weatherization,  Non-Profit Energy  Efficiency and  Multi-Family
Weatherization. The specific details associated with these programs are
included in Exhibit No. DAW-2, which is an excerpt from the Company’s
recently-approved Biennial DSM Plan in Docket No. 11A-631EG.

WHAT ARE THE ANNUAL BUDGETS FOR THESE LOW-INCOME DSM
PROGRAMS?

The Company’s 2012 DSM budget includes $6,509,042 of low-income DSM,
increasing to $6,827,197 in 2013, as shown on page 3 of Exhibit No. DAW-2.
IS IT YOUR EXPECTATION THAT THIS HIGH LEVEL OF INTEGRATION
AND COOPERATION BETWEEN THE LOW-INCOME ENERGY
ASSISTANCE AND DSM PROGRAMS WILL CONTINUE AFTER THE
LOW-INCOME PROGRAMS TRANSITION TO PERMANENT STATUS?
Yes. | have seen no indication that there will be any decrease in the level of
cooperation or integration.

ARE THE EXISTING PILOT LOW-INCOME ENERGY ASSISTANCE
PROGRAMS INTEGRATED WITH THE EXISTING WEATHERIZATION
PROGRAMS OFFERED BY THE STATE OF COLORADO OR OTHER

ENTITIES?
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Yes, the Company’s Low-Income DSM programs are designed such that
funds recovered from Public Service customers for DSM support single family
residential weatherization efforts managed by the Governor's Energy Office
(GEO). In addition, the Company contracts with Energy Outreach Colorado
(EOC) for services that EOC provides to Multi-Family and Non-Profit
customers.

IS IT YOUR EXPECTATION THAT THE COMPANY'S LOW-INCOME
ENERGY ASSISTANCE AND DSM PROGRAMS WILL CONTINUE TO
COORDINATE THEIR EFFORTS WITH THIRD-PARTY WEATHERIZATION
EFFORTS AFTER THE LOW-INCOME PROGRAMS TRANSITION TO
PERMANENT STATUS?

Yes.

DO YOU DISCUSS THE TOPIC OF HOW THE COMPANY'S LOW-INCOME
ENERGY ASSISTANCE PROGRAMS ARE INTEGRATED WITH LEAP AND
OTHER EXISTING LOW-INCOME PROGRAMS, (SUBPART (C) UNDER (c)
() OF THE RESPECTIVE RULES) IN YOUR DIRECT TESTIMONY?

No, I do not. Company witness Mr. Boland addresses that topic in his Direct
Testimony.

THE FINAL PROGRAM REQUIREMENT DISCUSSED IN THE RULES
PERTAINS TO ARREARAGE CREDITS THAT ARE SUFFICIENT TO
REDUCE THE PRE-EXISTING ARREARAGES TO $0.00 OVER TWENTY-
FOUR (24) MONTHS. WILL THE COMPANY’'S PROPOSED PERMANENT

PROGRAMS COMPLY WITH THIS REQUIREMENT?
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Yes. This requirement is included in the proposed Electric Assistance
Program (“EAP”) and Gas Assistance Program (“GAP”) tariffs attached to the

Company’s Application.

IV. PROGRAM IMPLEMENTATION

RULE NOS. 3412(d)(I1)(B)(ii) AND 4412(d)(11)(B)(ii)) REQUIRE A “NEEDS
ASSESSMENT” BE INCLUDED AS PART OF THE COMPANY’S
COMPLIANCE FILING. PLEASE DESCRIBE THE COMPANY'S
APPROACH FOR DEVELOPING THE NEEDS ASSESSMENTS.

A proper needs assessment considers information drawn from the underlying
participant population. Under a Data Sharing Agreement with Public Service,
the Colorado Department of Human Services, Division of Low-Income Energy
Assistance Program (“state LEAP office”) is the party responsible for
certifying customers’ eligibility for the Company’s low-income energy
assistance programs. The state LEAP office provides the Company with a
monthly report that identifies customers who are approved LEAP participants.
LEAP’s March 2012 report (which documents February 2012 information)
indicates that there are 42,870 Public Service customers who are receiving
LEAP assistance. This list represents the universe of customers who are
eligible to receive benefits from Public Service’'s low-income energy
assistance programs. The difference between the universe of LEAP
participants (42,870) and participants in the pilot programs (12,237) equals
the maximum number of new participants who could enroll in the permanent

programs (30,633) — assuming 100% participation. From a strictly
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computational perspective, this estimate of 30,633 potential program
participants represents a preliminary high-level estimate.

Given that the pilot programs’ combined enrollment is just shy of
10,000 participants, this preliminary needs assessment suggests that the
number of program participants could increase by 300 percent. This is an
instance where the Company’s experience in administering low-income
energy assistance programs in multiple jurisdictions demonstrates its value.
Mr. Boland provides his assessment of potential growth in the level of
customer participation in the Company’s low-income programs in his Direct
Testimony.

WHAT IS MR. BOLAND'S ESTIMATE AS TO THE NUMBER OF
ADDITIONAL CUSTOMERS THAT MAY ENROLL IN THE COMPANY’S
LOW-INCOME ENERGY ASSISTANCE PROGRAMS OVER THE NEXT
THREE YEARS?

Mr. Boland estimates that enroliment in the proposed permanent low-income
energy assistance programs will increase from current levels by
approximately 10% annually for the next three years. We estimate that
enrollment in the low-income gas-only customer segment will increase by 245
customers for the 2012-13 heating season, 268 (a total increase of 513 from
the current level) for the 2013-14 heating season, and 296 customers (an
increase of 809 from the current level of 2,445) for the 2014-2015 heating
season. Our estimate of the enrollment increases in the low-income electric-

only customer segment is 68 customers for the 2012-13 heating season, 75
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(a total increase of 143 from the current level) for the 2013-14 heating
season, and 82 customers (an increase of 225 from the current level of 679)
for the 2014-2015 heating season. Finally, our estimate of the enroliment
increases in the low-income combination electric and gas customer segment
is 652 customers for the 2012-13 heating season, 716 (a total increase of
1,368 from the current level) for the 2013-14 heating season, and 788
customers (an increase of 2,156 from the current level of 6,515) for the 2014-
2015 heating season. Please see Exhibit No. DAW-3.

RULES 3412(d)(I1)(B)(ii) AND 4412(d)(1l)(B)(ii) REQUIRE THAT “A HARD
BUDGET CAP FOR EACH YEAR THE PLAN IS IN OPERATION,
INCLUDING PROGRAM ADMINISTRATIVE COSTS” BE INCLUDED IN
THE COMPANY’'S COMPLIANCE FILING. DO YOU ADDRESS THIS
REQUIREMENT IN YOUR TESTIMONY?

Yes. Please see Exhibit No. DAW-4 for a summary of the Company’s
historical 2011 low-income program costs. The 2011 data established a
baseline of approximately $6.4 million of annual spending for the combined
gas and electric components. We used this information to develop an
average cost per participant in 2011. As mentioned above, we assumed
customer participation would increase by 10% annually. Additionally, we
assumed that administrative costs would not increase. Please note that while
administrative costs in total are not expected to increase, we do propose to
change the allocation of administrative costs between the gas and electric

programs such that the electric program administrative costs will go up by the
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same amount that gas program administrative costs decrease. Then we
adjusted the disbursements per customer by the Company’s price forecast of
non-commodity related costs and commodity-related costs to adjust the
average disbursement per participant. Given these assumptions, the hard
budget caps for the next three years are $6,417,083 for 2012, $7,318,116 for
2013 and $8,264,494 for 2014, as shown in Exhibit No. DAW-5.

DO YOU HAVE ANY CONCERNS AS TO THE POTENTIAL VARIANCES
BETWEEN THE BUDGETED AND ACTUAL PROGRAM COSTS FOR THE
TIME PERIOD IN QUESTION?

Yes. Budget assumptions for the low-income programs are fraught with
uncertainty. At the macro level, there are issues such as unemployment,
economic conditions, the market price of natural gas, etc. At the micro level,
there are low-income program-specific issues that complicate budgeting, two
of which | will mention. Company witness Mr. Roger Colton includes several
recommendations in the PEAP/EAP Final Evaluation Report attached to his
Direct Testimony that, if implemented, could increase the number of would-be
participants in the permanent programs significantly. Additionally, there is
some uncertainty as to the Federal government's commitment to funding
LEAP and the corresponding level of that funding each year. A decrease in
the amount of LEAP federal funding would likely lead to a smaller number of
Public Service customers qualifying for LEAP and receiving benefits. This, in
turn, would decrease the number of low-income energy assistance program

participants in the Company’s programs since the Rules require a customer to

10
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be a LEAP benefit recipient to qualify. As a result, our forecast as to the total
number of program participants could be subject to significant variance. This
change in the number of program participants would have an effect on the
total program costs.

AS PART OF THE COMPANY’S LOW-INCOME ENERGY ASSISTANCE
PROGRAM IMPLEMENTATION, IT MUST DOCUMENT (FOR PART (D) OF
PROGRAM IMPLEMENTATION) THE NUMBER OF CURRENT
PARTICIPANTS, THE AVERAGE CONSUMPTION OF PARTICIPANTS
AND THE POTENTIAL IMPACT OF DSM ON LOW-INCOME
CONSUMPTION. HAVE YOU COMPLETED THIS ANALYSIS?

Yes | have. That analysis is contained in Exhibit No. DAW-6.

V. COST RECOVERY

DO THE RULES ADDRESS THE TOPIC OF COST RECOVERY OF LOW-
INCOME ENERGY ASSISTANCE PROGRAM COSTS?
Yes. The Rules require electric and gas utilities to address three issues:
(I) How the program costs will be recovered.
(I The bill impacts of the proposed cost recovery on the various
participant classes and on participants within a class.
(1) An offset to the cost recovery mechanism consisting of any
expense reductions attributable to the low-income energy assistance
program.
These requirements are found in Rule 3412 (e) (I) through (V) and Rule 4412

(e) (I through 1V). | will address the first two topics in my testimony.

11
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Company witness Mr. John Kundert will address the third topic in his Direct
Testimony.

HOW DOES THE COMPANY CURRENTLY ALLOCATE THE COSTS
ASSOCIATED WITH ITS PILOT LOW-INCOME PROGRAMS BETWEEN
CLASSES?

The Company allocates the individual program’s costs to rate classes based
on each specific class’ percentage of the total department revenue
requirement.

HOW DOES THE COMPANY CURRENTLY RECOVER THOSE
ALLOCATED COSTS FROM CUSTOMERS WITHIN THOSE CLASSES?
Public Service adjusts the monthly Service and Facilities (“S&F”) charges for
those classes.

IS PUBLIC SERVICE PROPOSING ANY CHANGES TO ITS EXISTING
ALLOCATION OR RECOVERY MECHANISMS IN THIS FILING?

Yes, our proposal for a permanent program contains a change from how we
allocate program costs due to the new Rules. The Company’s proposed Gas
Affordability Program allocates low-income energy assistance costs only to
rate classes receiving Sales service as required by the Rules. Under the pilot
programs, those costs are recovered from customers receiving Sales and
Transportation service. The Company is not proposing any changes to the

allocation or cost recovery methods for its Electric Affordability Program.

12
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WHAT IS THE BASIS FOR PUBLIC SERVICE'S PROPOSED CHANGE TO
ITS EXISTING ALLOCATION MECHANISM FOR THE GAS
DEPARTMENT?

In Decision No. R11-0606, Recommended Decision of Administrative Law
Judge Ken F. Kirkpatrick Adopting Rules, Docket No. 11R-110EG at
paragraph 27, page 12, Judge Kirkpatrick relied on a noticing error in that
rulemaking docket as the basis for excluding gas transportation customers
from the allocation of the Gas department’s low-income energy assistance
costs. The Company’s proposal here is consistent with that decision.

ARE THERE BENEFITS TO RECOVERING LOW-INCOME ENERGY
ASSISTANCE COSTS VIA THE S&F CHARGE?

Yes there are. Based on the results of the Company’s pilot programs, and
Mr. Colton’s recommendations in the Final Report, it is clear that precisely
estimating the level of low-income energy assistance that will be provided
over time is problematic. =~ This makes it very difficult to balance the cost
recovery with the absolute dollar level of benefits provided.

In regulatory parlance, this creates the potential for a deferred
balance wherein the Company is in either an over- or under-collected
position. Recovering the low-income costs via the S&F charge ameliorates
this problem in two ways. First, the recovery of low-income program costs is
more predictable when it is based on customer count (S&F) than when it is
based on consumption (Kwh or Dth). This makes the recovery half of the

deferred equation less volatile. The second benefit to recovery of low-income
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program costs via the S&F charge is the ease of adjusting recovery, as is
demonstrated by the Company’s filing on July 30, 2010 (Docket No. 10A-
536G). In that filing, the Company proposed to reduce the gas S&F charge
by the low-income energy assistance amount that was embedded in the S&F
charge since the low-income balance was significantly over-recovered at the
time. This proposal was approved by the Commission in an expeditious
manner, which allowed for easy management of the deferred balance.

CAN YOU SUMMARIZE THE COMPANY’S COST RECOVERY PROPOSAL
IN THIS FILING?

Yes. Public Service is asking that the Commission allow it to continue to
allocate low-income energy assistance costs to specific classes on the basis
of each specific class’ percentage of the total department revenue
requirement. In addition, the Company asks that it be allowed to continue to
recover those costs via an adjustment to the affected class’ monthly S&F
charge. Finally, Public Service requests that it be allowed to exclude Gas
Transportation customers from being allocated Gas department low-income
energy assistance program costs.

HAVE YOU PROVIDED A CUSTOMER BILL IMPACT ANALYSIS FOR THE
COMPANY’S ELECTRIC AND GAS DEPARTMENTS PER THE RULES?
Yes, that information is included in Exhibit No. DAW-7.

WHAT IS THE EXTENT OF THE CHANGE IN THE CUSTOMER BILLS IN

EXHIBIT NO. DAW-7.

14
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Exhibit No. DAW-7 illustrates that the impact of the Company’s proposed low-
income assistance programs is $0.08/month for Public Service electric
Residential customers and $0.15/month for Public Service gas Residential
customers.

WOULD A PUBLIC SERVICE RESIDENTIAL CUSTOMER WHO RECEIVES
BOTH ELECTRIC AND GAS SERVICE FROM THE COMPANY PAY THE
SUM OF THOSE TWO AMOUNTS ($0.23/MONTH) EFFECTIVELY?

Yes.

HOW DOES THIS ESTIMATE COMPARE WITH THE AMOUNT A
RESIDENTIAL CUSTOMER IS PAYING CURRENTLY?

It represents an increase of $0.11/month. The current electric component is
set at $0.12/month. The existing gas component is set at $0.00/month.

DID THE COMMISSION PROVIDE ANY GUIDANCE IN THE RULES AS TO
THE ACCEPTABLE RATE IMPACTS OF A UTILITY'S PERMANENT LOW-
INCOME PROGRAM ON NON-PARTICIPANTING CUSTOMERS?

Yes. The Commission set a limit of $0.315/month per customer as the
maximum amount a utility could collect at the end of the permanent program
phase-in period in Rule 3412 (c) (Ill) and Rule 4412 (c) (Ill). The Company’s
estimates fall well below the maximums. Table 1-1 summarizes this
information (following page).

IS THE COMPANY PROPOSING THAT THE COMMISSION APPROVE

MODIFICATIONS TO EXISTING MONTHLY S&F CHARGES THAT
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INCORPORATE THE NEW LOW-INCOME PROGRAM COST ESTIMATES
IN THIS PROCEEDING?

No, we are not. Public Service is not proposing any rate changes as a result
of this filing. The Company’s proposal is that it will make separate filings from
time to time to adjust its low-income cost recovery so that program costs and
recoveries are aligned for its Electric and Gas departments, respectively.
During the pilot program the Commission approved a similar filing in Docket
No. 10A-536G that lowered the Gas department's S&F charges due to the
existence of an over-recovered balance in the PEAP tracker. The Company
anticipates making such a filing later this spring. The Company is also
considering proposing changes in recovery of low-income related costs for its
Electric department as part of a limited Phase Il rate filing it may submit later
this year.

Table 1-1

Comparison of Estimated Fixed Fee Cost Recovery Amounts for
Permanent Low-Income Programs for the Residential Class

Description Estimated Maximum Proposed Fee as
Fee Allowable Fee | a Percentage
($/month/ ($/month/ Maximum Fee
customer) customer)

Electric Low- | $0.08 $0.315 25.4%

Income

Gas Low-Income | $0.15 $0.315 47.6%

Combined $0.23 $0.63 36.5%

Electric and Gas

Programs

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes it does.

16
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Low-Income Program

A. Description

The Low-Income Program includes Public Service’s energy efficiency and education products
targeted at income-qualified customers. With the 2012/13 Plan, Public Service continues to
make a substantial commitment to both low-income gas and electric energy efficiency. The
Company recognizes that low-income products offer a unique opportunity to both substantially
improve the efficiency with which customers use energy and to directly improve their quality of
life. Energy efficiency products likely provide other non-energy related benefits to low-income
customers in the form of health, safety, comfort, and other improvements. Reductions in low-
income customers’ utility bills can have a disproportionately beneficial effect on household
income as compared to non-low-income customers because a larger percentage of a low-income
customer’s income is spent on energy.

With these factors in mind, Public Service will continue to offer the same four diverse products
from 2011 intended to reach a large percent of the low-income community while leveraging
resources already in place to serve this customer group. The Company continues to partner with
Energy Outreach Colorado, Mile High Youth Corps and the Governor’s Energy Office who
actively work with this customer segment.

The Low-Income Program consists of the following four products:

e Energy Savings Kit

e Multi-Family Weatherization
e Non-Profit Weatherization

e Single-Family Weatherization

Low-Income Product Rankings

Product Ranking was done for all products through the same process and the final prioritization
for the entire Public Service portfolio!4. As a result, the rankings below will not show the entire
list, only low-income products. Criteria used to rank the products included: market segments,
customer classes, natural gas energy savings, electric energy savings, number of participants,
participant rate (% of the entire customer class), and Total Resource Cost Test results.

Table 11: Low-Income Program Product Rankings

Low-Income Program ll;;z(li(lillf; Type of Product Segllllleelnl\tiasrcl:::e d
Energy Savings Kit 5 Prescriptive Electric/Gas
Single-Family Weatherization 23 Prescriptive Electric/Gas
Non-Profit Energy Efficienc¢y 30 Custom Electric/Gas
Multi-Family Weatherization 31 Custom Electric/Gas

14 The entire DSM product ranking can be found in Appendix B of this Plan.
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B. Overall Budgets & Goals
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The Company developed budgets and goals for the Program based on historical experience
(Multi-Family, Non-Profit, and Single-Family) and target participation levels (Energy Savings
Kit). Participation rates were established in partnership with GEO, EOC, low-income agencies,
and vendors to further refine the goals and budgets.

Budgets for the Low Income gas segment have decreased from 2011 due to a decreasing number
of non participants to market the Energy Savings Kits to, and a decrease in expected Single
Family Weatherization participation from the third party program implementer. Public Service

relies on customers who request and qualify for energy assistance on their energy bills to

determine Low Income eligibility and is rapidly exhausting this list of prospects to market these
offerings to. The Company will be seeking new sources of information to expand its efforts into
the Low Income segment. Budgets for the Low Income electric segment have increased from

2011 due to an increasing number of projects identified in the Multi-Family Weatherization and
Non Profit Weatherization products.

Table 12a: 2012 Electric Low-Income Program Budgets and Goals

Electric Net Net Generator | Electric MTRC
2012 Participants | Electric Budget |Generator kW kWh Test Ratio
Low-Income Program
Energy Savings Kit 10,000 §647,664 301 5,195,061 264 2.67
Multi-Family Weatherization 12 $350,669 96 1,100,000 163 1.64
Non-Profit Energy Efficiency 25 $572,599 282 1,003,630 182 1.83
Single-Family Weatherization 2,860 $1,236,688 384 3,942,250 1.41
12582 $2;775,3187, 192H Hy178:94+
Low-Income Program Total 12,307 $2,807,620 1,063 11,240,941 174
Table 12b: 2012 Gas Low-Income Program Budgets and Goals
Gas Net Annual | Annual Gas MTRC Test Gas MTRC
2012 Participants Gas Budget |Dth Savings| Dth/$M Net Benefits ‘Test Ratio
Low-Income Program
| Energy Savings Kit 9,998 $46G,944 16,476 35,285 $1,590,990 4.09
Multi-Family Weatherization 12 $438,503 5,788 15,480 $9,846 1.01
| Non-Profit Energy Efficiency 25 $628,006 6,970 11,099 $3,314 1.00
“ 5 $594%560 28,034 4304
ﬂle-}?mily Weatherzation 1,830 $2,167,969 31,942 14,526| $884;233-$928,276 1.23
H;662] 83481422/ 58,268, 16,757 82,416,383, 48]
Low-Income Program Total 11,5865 $3,701,422 61,726 16,676 $2,532,426 1.39
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Table 12¢: 2013 Electric Low-Income Program Budgets and Goals
Electric Net Net Generator | Electric MTRC
2013 . Participants | Electric Budget |Generator KW/ KWh ‘Test Ratio
Low-Income Pragram
Energy Savings Kit 8,250 $510,957 194 3,497,334 128~ 2.22]
! Multi-Family ‘Weatherization 12 $389,446 112 1,283,333 173 1.74
Non-Profit Energy Efficiency 25 $930,248 506 1,800,234 196 1.97
. Single-Family Weatherization 2,860 $1,254.478 356 3,645,259 134 1.35
10,832, £3:052;6961 K624 109;156;160
Low-Income Program Total 11,147 $3,085,129 1,063 10,226,160 70 1.71
Table 12d: 2013 Gas Low-Income Program Budgets and Goals
Gas Net Annual| Annual | Gas MTRC Test Gas MTRC
2013 Participants Gas Budget |Dth Savings| Dth/$M Net Benefits ‘Test Ratio
Low-Income Program
Energy Savings Kit 8,249 $494 467 13,593 27,490 $1,402 244 3.62
Multi-Family Weatherization 12 $439,248 6,788 15,454 $30,615 1.04
| Non-Profit Enerpy Efficiency 25 $628,334 6,970 11,093 $28,765 1.02
Single-Family Weatherization 1,830 $2,180,019 31,942 14,446| $963:636-$1,039,271 126
9933 $3;522;065 55:385 £2;365:260
Low-Income Program Total 10,116 $3,742,068 58,843 15,725 $2,500,895 139

C. Market Analysis

The market potential study provided useful insight because it distinguished between single-
family and multi-family dwellings, allowing for distinctions between these two customer types.
However, likely the best information regarding the Low-Income Program comes from the
entities that have historically served that market. As such, the Company relied heavily on
information provided by GEO, EOC, and other agencies and non-profit organizations to design
its products.

D. Marketing/Advertising/Promotion

The Low-Income Program aims to educate low-income customers on the importance of and
value provided by energy efficiency. The Company will work with low-income providers,
cities/counties and other community organizations to promote all available services. Marketing
and promotion activities will occur primarily through partners with collateral material developed
by Public Service. This tends to be the most effective way to target the low-income customers,
as other targeting methods are limited. Xcel Energy’s call center agents are also trained to
provide useful information with which to direct potentially eligible customers to participate in
the Program’s products.
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E. Program-Level Policies

Customers participating in the Energy Savings Kit and Single-Family Weatherization Products
must purchase retail electricity or gas from Public Service on a residential tariff. Participants in
the Multi-Family Weatherization Product must be a residential customer or own multi-family
buildings whose rental units are a minimum 66% occupied by customers certified as low-income
per product guidelines. Non-Profit Weatherization participants have business electric and gas
accounts with Public Service since they are a business. Specific products within the Program
may have different eligibility requirements depending on the services offered, funding partners
or customers served.

F. Stakeholder Involvement

Public Service received significant input and assistance in originally developing and modifying
products for the Low-Income Program and will rely heavily on stakeholders to deliver successful
products. Perhaps more than any other Program, the Low-Income Program depends on outside
expertise in the form of government agencies and non-profits to provide product benefits to
customers. In this sense, Public Service is the facilitator that provides financial and energy
efficiency resources to complement the services provided by state and local organizations.

The Company will continue to work with the GEO, EOC, vendors, outside consultants,
Commission Staff, and local weatherization organizations to ensure that its Low-Income

‘Program products are delivering promised benefits and producing effective results. These
interactions will also guide mid-year performance adjustments that may be necessary to keep
products on track.

G. Evaluation, Measurement and Verification

The specific product measurement and verification plans are included in the M&V section of the
Indirect Products and Services in this Plan.

Products that will undergo comprehensive evaluations in 2012 and 2013 are noted in the EM&V
section of the Indirect Products and Services, as well as in the respective product description.
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>  Energy Savings Kit Product

A. Description

The Energy Savings Kit Product will provide a bundle of home energy efficiency measures in a
kit that can be distributed to low-income customers through direct mail campaigns and
partnerships. The kits offer electricity and natural gas saving measures, as well as customer
education to help lower customer bills and improve the comfort and safety of their dwellings.

Income-qualified customers will receive an offer through the mail informing them of their
eligibility to receive a free Energy Savings Kit, what the contents are, and how much they could
save if they install all the measures provided. If the customer chooses to receive a kit, they will
send the business reply card, postage pre-paid, to the third party implementation vendor.
Customer will receive a kit within 6-8 weeks, or on the next mailing cycle.

The Energy Savings Kits will include the following electric and natural gas efficiency measures:

High Efficiency Showerhead (1.5 gpm)

Kitchen Faucet Aerator (1.5 gpm)

Bathroom Faucet Aerator (1.0 gpm)

Four (4) Compact Fluorescent Bulbs- 14 Watt (60 Watt Equivalent)
Four (4) Compact Fluorescent Bulbs- 19 Watt (75 Watt Equivalent)

B.  Goals, Participants & Budgets

Goals and Participants

The Company determined the number of kits to send out based on 2010 product performance and
projections for possible participation in 2011. Participation for the 2012-2013 program years
decreased due to the limited amount of income eligible customer data that The Company has
access to. The kits in 2012-2013 will include two additional 19 Watt bulbs to maintain the same
level of savings that were achieved in past years.

Energy savings goals for 2012-2013 included installation rates that occurred in the 2010
program.

Budgets
The Energy Savings Kit Product budgets for 2012-2013 are based on the number of participants

and kits. The product budgets cover kit contents, education, production, distribution, and the
fees from the third party implementation vendor.
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C. Application Process

Customers who have applied for LIHEAP funding, any energy assistance funding (including
county assistance and fuel fund assistance), or LEAP funding, or other state assistance programs
and live in Public Service’s territory will be sent an offer via mail to qualify for the product. The
third-party implementation vendor will track customer participation so that customers do not
receive more than one kit. This tracking information will also be provided to Public Service on a
regular basis.

D. Marketing Objectives, Goals, & Strategy

The overall objective of the product is to increase and expand education among the low-income
customers on the importance: of energy efficiency and the value of taking action to improve
efficiency in their homes. Fublic Service will work with state and local agencies to obtain
customer mailing lists to rezich more customers annually. Included in the Energy Savings Kits
will be program information regarding the Single Family Weatherization Product, encouraging
the customer to take action o participate in other offerings available to them.

E.  Product-Specific Policies

In order to participate, customers must receive LIHEAP, LEAP, or any energy assistance funding
(including county assistance: and fuel fund assistance) or other state assistance programs. Public
Service will explore in the future a method for allowing customers to self identify their income
and allow customers slightly above the federal poverty level to participate. This would greatly
expand the number of eligit'le customers and help individuals who are still struggling despite not
meeting the income guidelines.

F. Stakeholder Involvement

The Company will continu¢ to work with local and state agencies to determine additional kit
content needs.

G. Rebate Levels

Public Service will fund 102% of the cost of the Energy Savings Kit. There will be no rebate
provided to customers. '
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»  Multi-Family Weatherization Product

A.  Description

The Multi-Family Weatherization Product is designed to provide funding on a wide variety of
equipment and process improvements for natural gas and electric efficiency measures to low-
income multi-family buildings. While similar to the Single-Family Weatherization Product, this
offering differs in that these homes have common areas, greater overall square footage, and more
appliances and potential measures.

The Multi-Family Weatherization Product will be run in partnership with Energy Outreach
Colorado (EOC). Public Service funds will supplement federal weatherization grants to produce
incremental, cost-effective gas and electric savings. The EOC works jointly with the Governor’s
Energy Office (GEO) to identify and qualify multi-family units for the product. Details of
measures, rebates, reporting processes, and measurement and verification procedures will be
evaluated on a per project basis using a detailed engineering analysis.

B.  Goals, Participants & Budgets

Goals and Participants

Participation for the Multi-Family Weatherization Product was created using the 2010 actual
projects completed and through discussions with the EOC on anticipated product applicants.
Participation can vary from building to building as many properties are master metered.

Budgets
Historical costs and participation information was tracked and analyzed to project 2012-2013

budgets. Furthermore, external resources and discussion with local stakeholders are used to
ascertain expenditures and market equipment cost. Comparative spending analysis of past year
activity is conducted but is not the determining annual factor, since other external variables like
promotions, materials and staffing exist.

C. Application Process

To participate in the Multi-Family Weatherization Product, customers must apply through the
EOC. Applications are reviewed by EOC and must have a comprehensive audit performed on
the building prior to submitting applications. Low-income households must comprise at least
66% of the building’s total households for the building to be eligible to apply. EOC will
determine who has the greatest need for weatherization services. In some cases, if the need is
very high, the application may be approved for buildings that are occupied by 50% low-income.
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D.  Marketing Objectives, Goals, & Strategy

The overall marketing objective is to increase and expand education among the low-income
customers and building owners on the importance of energy efficiency. Public Service will also
work to educate customers on the value of taking further actions to improve efficiency in their
homes.

Public Service will work with the low-income providers to encourage promotion of all services
available. Information will be posted on the Xcel Energy website directing customers to their
local agencies. The Company may also partner with other low-income groups to further educate
the customers and building owners.

E. Product-Specific Policies

In order to participate, customers must be the building owners of multi-family housing
complexes with at least 66% of the rental units occupied by low-income customers whose
income is below 80% of the local area median. Customers meeting the federal Department of
Energy Weatherization Assistance Product funding guidelines, as determined by the GEO, local
government, or their agencies, are automatically deemed income eligible.

F. Stakeholder Involvement

When designing the Multi-Family Weatherization Product, Public Service worked with external
consultants to define which measures would ensure customer comfort while saving money on
energy costs. In addition, Public Service will continue to evaluate historical projects with EOC
to determine specific measure trends.

G. Rebate Levels

The Multi-Family Weatherization Product does not provide a rebate to customers, but rather
provides project funding in the form of grants. The incentive amounts for the energy
improvements can be found in the planning assumption section in this Plan.

Public Service will evaluate each project on a custom basis to determine rebate levels using a
detailed engineering analysis. Engineers review the project information to determine the
projected energy savings, benefit/cost ratio (i.e.TRC) and payback. Projects will be bundled in
order to pass the total resource cost test for the program. Testing, engineering and project
management fees may be included in the project costs.
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>  Non-Profit Weatherization Product

A.  Description

The Non-Profit Weatherization Product is designed to provide funding on a wide variety of
equipment and process improvements for natural gas and electric efficiency measures to
qualified non-profit organizations within the Company’s service territory. The product’s focus is
on helping organizations that serve low-income individuals, such as shelters, safe houses, and
residential treatment centers for those who are on the brink of homelessness. Public Service will
work with Energy Outreach Colorado (EOC) to support the Non-Profit Weatherization product.
EOC utilizes funds through their existing NEEP offering (Non-Profit Energy Efficiency
Program) targeting non-profits. '

The Non-Profit Weatherization Product will be run in partnership with Energy Outreach
Colorado (EOC). Public Service funds will supplement federal weatherization grants to produce
incremental, cost-effective gas and electric savings. The EOC works to identify and qualify non-
profit facilities for the product. Details of measures, rebates, reporting processes, and
measurement and verification procedures will be evaluated on a per project basis using a detailed
engineering analysis.

B.  Goals, Participants & Budgets

Goals and Participants
Participation for the Non-Profit Weatherization Product was created using the 2010 actual
projects completed and through discussions with the EOC on anticipated product applicants.

Budgets
Historical costs, donations and participation information was tracked and analyzed to project

2012-2013 budgets. Furthermore, external resources and discussion with local stakeholders are
used to ascertain expenditures and market equipment cost. Comparative spending analysis of
past year activity is conducted but is not the determining annual factor, since other external
variables like promotions, materials and staffing exist. Public Service reviewed previous
amounts spent to improve similar non-profit organizations in Colorado and based funding on
overall improvements.

C. Application Process

Customers can learn about the Non-Profit Weatherization Product in a report that is submitted
annually by the EOC to all low-income facilities. The EOC also reaches out to those customers
who may not be aware of funding and educate them on the benefits of an energy efficient retrofit
improvement. Customers who are interested in the Non-Profit Weatherization Product can apply
online through the EOC website or through participating low-income providers. The online
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application must also be accompanied by a third-party comprehensive audit and proof that the
building is registered with the Secretary of State. A committee made up of industry leaders then
determines the applicant’s needs and how the joint EOC and Public Service funding can help.

D.  Marketing Objectives, Goals, & Strategy

The overall marketing objective is to increase and expand education among the low-income
customers and building owners on the importance of energy efficiency. Public Service will also
work to educate customers on the value of taking further actions to improve efficiency at the
facility.

The EOC markets the product through various channels, including communications through non-
profit association literature, community resource center announcements, and local low-income
foundations.

E.  Product-Specific Policies

To receive funding, the following eligibility requirements must be met:

¢ Customers must receive electricity and/or natural gas from Public Service;

e Operate in a property they own and for which they pay energy bills or have a long-term
lease that requires only non-profits to occupy the space with plans to be in current
location for at least the next ten years; and

e The property to be upgraded must provide services to vulnerable populations including
but not limited to: transitional housing, homeless shelters, affordable housing, domestic
violence shelters and day shelters, organizations that provide services (substance abuse,
health and mental health services, child care, education and/or emergency services) for
special needs populations, including low-income families, the disabled, senior, and youth
communities.

In addition, the following energy efficiency measures must be met:

e Be recommended by an independent energy auditor based on energy conservation
calculations that are available for review; and

e Reduce the use of energy (natural gas or electricity or both) provided by Pubic Service to
the facility.

In addition, participating low income agencies must be amenable to the following:

Agree to the installation of an energy use monitoring and reporting system;
Have a comprehensive energy audit by a qualified entity;

Set target energy use goals for each facility; (1,048 kWh/yr; 330 Therms/yr);
Consider installation of all qualifying efficiency measures;
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e Engage appropriate contractors and manage the installation and completion of efficiency
measures; _

¢ Provide a summary project report at the completion of the installations;
Provide all insurance and legal protections requested by Public Service; and

¢ Annually review the energy use of the retrofitted facility and formulate a plan for further
improvement using available and appropriate assistance.

F. Stakeholder Involvement

When designing the Non-Profit Weatherization Product, Public Service worked with external
consultants to define which measures would ensure customer comfort while saving money on
energy costs. In addition, Public Service will continue to evaluate historical projects with EOC
to determine specific measure trends.

G. Rebate Levels

The Non-Profit Weatherization Product does not provide a rebate to customers, but rather
provides project funding in the form of grants. The incentive amounts for the energy
improvements can be found in the planning assumption section in this Plan.

Public Service will evaluate each project on a custom basis to determine rebate levels using a
detailed engineering analysis. Engineers review the project information to determine the
projected energy savings, benefit/cost ratio (i.e. TRC) and payback. Projects will be bundled in
order to pass the total resource cost test for the program. Testing, engineering and project
management fees may be included in the project costs.
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»  Single-Family Weatherization Product

A. Description

The Single-Family Weatherization Product will offer natural gas and electric efficiency measures
to low-income single-family households. Depending on need, Public Service may provide any
of the following services:

Natural Gas Measures

. Furnace efficiency upgrades
° Wall insulation
. Attic insulation

Electric Measures
o Refrigerator replacements
o Compact fluorescent light bulbs (installment of 16 per home).

In addition to these measures, a major focus of this product will be customer education on ways
to reduce energy use in the home. Low-income auditors will provide educational materials,
historical energy usage information, and bill analysis to these customers during the
weatherization process. Public Service will not claim any energy savings associated with the
educational component of this product.

The Single-Family Weatherization Product is run in partnership with a third-party program
implementer. The Company’s funds will supplement federal weatherization grants to produce
incremental, cost-effective gas and electric savings. The program implementer will develop
annual contracts with the local weatherization agencies within the service territory. Details of
measures, rebates, reporting processes, and measurement and verification procedures will be
included and managed by the program implementer with the local contracts.

Settlement Terms
The Company agrees to add new cost effective measures to the Low Income Single Family
Weatherization program to expand participation and savings. The specific measures currently

under evaluation are high efficiency water heaters, storm windows, crawl space insulation, and

attic insulation in manufactured homes. Such an expansion is expected to yield additional
energy savings of approximately 0.07 GWh. and 3.458 Dth in both 2012 and 2013 and result in

budget increases of $32.433 per vear to the electric portfolio and $220.000 per vear to the gas
portfolio respectively.

B. Goals, Participants & Budgets

Goals and Participants
Goals and participation rates were established in partnership with the program implementer and
the low-income agencies using historical participation in the 2010 Single Family Weatherization
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Product as a guide, as well as recommendations from the program implementer on expected
workflow.

Budgets
Budgets for the Single-Family Weatherization Product were developed based on the historical

incremental cost of measures installed in homes.

C. Application Process

Public Service customers will be informed of the Single-Family Weatherization Product when
they sign up for LIHEAP funding. In order to participate in the product, they must have applied
for LIHEAP funding. Once it is determined that the customer meets the income guidelines and
receives energy services from Public Service, they will be qualified by their local participating
agency to receive weatherization services. Low-income agencies will actively seek out
customers that qualify to participate in this product, and customers can inquire about it on their
own as well. Information will be provided to new customers as they sign up for LIHEAP
funding.

D. Marketing Objectives, Goals, & Strategy

The overall marketing objective of this product is to increase and expand education among the
low-income customers on the importance of energy efficiency and the value of taking action to
improve efficiency in their homes. Public Service will work with the low-income providers to
encourage promotion of all services available. Information will be posted on Xcel Energy’s
website directing customers to their local agencies. The Company may also partner with other
low-income groups.

E. Product-Specific Policies

In order to participate, customers must purchase retail electricity or gas from Public Service on a
residential tariff and have a household income below 80% of the area median income.
Customers meeting the DOE Weatherization Assistance Program funding guidelines, as
determined by the program implementer, local government, or their agencies, are automatically
considered income eligible.

F. Stakeholder Involvement

When designing the Single-Family Weatherization Product, Public Service worked with external
consultants to define which measures would ensure that the customer is comfortable in their

home and will also save money on their energy costs. The Governor’s Energy Office (GEO) has
contracted with low-income weatherization agencies to perform weatherization measures. These
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contractors are funded through the GEO and other state funding and have agreed to weatherize
homes following state regulations and guidelines.

G. Rebate Levels

Public Service will fund a pre-established amount for each low-income, single-family
weatherization measure. The following table below provides the incremental cost of each
measure. The measures that were considered replacement on burnout do not include a labor and
equipment rental cost, as the measure would have to be replaced regardless of whether there is an
efficiency upgrade or not.
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PUBLIC SERVICE COMPANY OF COLORADO

Low-Income
Actual 2011 Expenditures

2011

January

February

March

PEAP
Disbursements $227,491
Administrative $ 16,248

EAP
Disbursements $201,507
Administrative $ 9,464

TOTAL
Disbursements $428,998
Administrative $ 25,712

$199,872
$ 15,828

$179,564
$ 5,990

$379,436
$ 21,818

$198,546
$ 26,804

$169,710
$ 4,483

$368,256
$ 31,287

April

$206,740
$ 12,628

$193,480
$ 11,004

$400,220
$ 23,632

May

$251,077
$ 19,591

$284,023
$ 8,823

$535,100
$ 28,414

June

$235,827
$ 20,294

$242,816
$ 7,305

$478,643
$ 27,599

July

$236,149
$ 17,046

$251,909
$ 10,817

$488,058
$ 27,863
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2011
August  September October November December Total
$344,294 $269,448 $ 367,119 $ 261581 $ 251,619 $ 3,049,763
$ 21,236 $ 16,295 $ 20,337 $ 17,625 $ 58,786 $ 262,718
$325,850 $246,621 $ 353,239 $ 247,000 $ 259,631 $ 2,955,440
$ 6,510 $ 14,188 $ 8,285 $ 7,741 $ 10,159 $ 104,769
$670,144 $516,069 $ 720,358 $ 508,671 $ 511,250 $ 6,005,203
$ 27,746 $ 30,483 $ 28,622 $ 25366 $ 68,945 $ 367,487
S 6,372,690
Percent of costs that are Admin 5.77%
CUSTOMERS
Gas Only 2,445
Electric Only 679
Gas & Electric 6,515
Total 9,639
PEAP
Disbursements/Customer $ 340.38
Administrative/Customer $ 29.32
EAP
Disbursements/Customer $ 410.82
Administrative/Customer $ 14.56
TOTAL
Disbursements/Customer $ 623.01
Administrative/Customer $ 38.13




Public Service Company of Colorado
Low-Income statistics
DSM & Weatherization impacts

Pilot Program
at Dec 31, 2011

Low-Income

Customers
Gas Only 2,445
Electric Only 679
Gas & Electric 6,515
Total 9,639

Note: Consumption figures are from the Company's billing system.
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Average Base Consumption
in Low-Income Homes

Potential Impact of energy efficiency/DSM
on Low-Income consumption

KWH THERMS
Average Average
Electric Gas
Consumption Consumption
57
620
620 57

KWH
Savings

per Month

Energy
Saving
Kit

43

43

KWH THERMS THERMS
Savings Savings Savings
per Month per Month per Month
Single Energy Single
Family Saving Family
Weatherization Kit Weatherization

1.4 145
115
115 1.4 145

Energy Savings are derived from the Company's DSM plan, see DAW-2.



Public Service Company of Colorado
Low-Income impacts on non-participants
Costs recovered through fixed fee

Impact on Residential customers per Month, amount included in S&F Charge

Pilot
Program Projected
Actual 2013
GAS $ 0.17 $ 0.15
ELECTRIC $ 0.12 $ 0.08

Progam's maximum cost impact per Month, per Commission Rule

Phase | Phase |l Phase llI
GAS $ 0.25 $ 0.28 $ 0.315
ELECTRIC $ 0.25 $ 0.28 $ 0.315

Projected 2013 Annual Impacts on Customer Classes
Electric Customers

Residential $ 1,207,500
Commercial $ 183,750
SG $ 1,173,000
PG $ 235,500
TG $ 110,250

$ 2,910,000

Projected 2013 Annual Impacts on Customer Classes
Natural Gas Customers
Residential $ 2,416,869
Commercial $ 825,416
CLG $ 130,709
IG $ 7,406
_$ 3380400

Exhibit No. DAW-7
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