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	STATE OF CALIFORNIA
	Public Utilities Commission

San Francisco

	M e m o r a n d u m



	Date:
	June 22, 2010

	
	

	To:
	The Commission

(Meeting of June 24, 2010)

	
	
	

	From:
	Edward Randolph, Director

Office of Governmental Affairs (OGA) — Sacramento

	
	

	Subject:
	SB 1154 (Cedillo) – Public Utilities Commission: Earned Income Tax Credit.

As Amended:  April 27, 2010

	



Legislative Subcommittee Recommendation: oppose unless amended
 

SUMMARY OF BILL: 


The Earned Income Tax Credit (EITC) is a provision of the Federal Internal Revenue Code that provides a refundable federal income tax credit for low to moderate income working individuals and families.

This bill would:

· Require the Low Income Oversight Board (LIOB) to recommend whether the California Alternate Rates for Energy (CARE) program and the Universal Lifeline Telephone Service (ULTS) program could assist with outreach regarding federal EITC.

· Require the California Public Utilities Commission (CPUC) to ensure that all initial and recertification applications for the CARE and ULTS programs include information about the applicant’s eligibility to qualify for the federal EITC.

· Require the information be provided with all applications processed by telephone, internet web site, or by mail. 

SUMMARY OF SUPPORTING ARGUMENTS FOR RECOMMENDATION:


Providing information about federal tax programs like the EITC through outreach methods is a very worthwhile endeavor. However, it is presently outside the jurisdiction and expertise of the Low Income Oversight Board and the Commission.  Preparing and ensuring the accuracy of information about a federal tax program like the EITC, which can change from year to year, is not a core competency of the Commission. Accomplishing the goals of the legislation as presently drafted would have a significant fiscal impact, both in developing the expertise needed for disseminating accurate information and the preparation and distribution of the physical materials required.

It is recommended that preparing a bill insert that would briefly describe the basic purpose of the EITC, along with web and telephone contact information to facilitate customers learning more about the EITC, would be as effective and at lower cost.


SUMMARY OF SUGGESTED AMENDMENTS:
Section 713 should be revised to read:

The Commission shall prepare material for a bill insert about the availability of the federal Earned Income Tax Credit (EITC) and a contact number and web site for the same. Electric, gas and telecommunications utilities shall include the bill insert in one bill during the billing cycle in a calendar year first occurring after January 1 of each year.
DIVISION ANALYSIS:


CARE Program:

Including basic information about the EITC in the CARE application is a laudable pursuit and may benefit some low-income families.  CARE applications already include information on other low income programs like LIHEAP which the utilities have voluntarily included. This bill requires the inclusion of information regarding EITC requirements, the potential income tax benefits to the customer and contact information for additional information. This would make the CPUC responsible for preparing and ensuring the accuracy of information about this program, which could change from year to year.  This area is presently outside the scope of the Commission’s jurisdiction and expertise. The eligibility criteria for CARE and ULTS and EITC are different, although there is overlap among the programs.  

Therefore, the Commission proposes to require the utilities to distribute a brief Commission prepared bill insert about the availability of EITC and contact information for customers.

The bill would require the LIOB to recommend whether the CARE program and the ULTS program could assist with outreach regarding the federal EITC credit.  

According to Sec. 382.1 of the California Public Utilities Code, the purpose of the LIOB is to advise the California Public Utilities Commission (Commission) on low-income electric, gas, and water corporation customer issues and to serve as a liaison for the Commission to low-income ratepayers and representatives.  Therefore, advising the Commission on matters other than low-income energy utility and water corporation issues is outside the scope of the LIOB’s charter. 

UTLS Program:

Currently, Public Utilities Code section 227(c) limits ULTS fund spending to program-related expenses.  Notification and outreach for EITC are not California LifeLine related expenses and cannot be funded by the ULTS Fund without an amendment to Section 277 (c) of the P.U. Code.  

As noted previously, this bill requires the inclusion of information regarding EITC requirements, the potential income tax benefits to the customer and contact information for additional information.  

FISCAL IMPACT

The bill also requires the dissemination of the EITC information via the respective CARE and ULTS application and renewal forms. Utilities disseminate the CARE applications. For ULTS the CPUC contracts with a third party administrator to mail and process application and renewal forms. Based on the activity for the program for the past twelve months, the California LifeLine Administrator (Administrator) mailed 3,962,000 application and renewal forms.  Below are cost estimates, which would apply to the Administrator’s functions based on a number of scenarios regarding the physical size of the EITC information provided and language requirements:

· Scenario 1 - Administrator prints and mails EITC insert:  

· A double-sided insert included in all forms would cost $0.099 per form, or about $392,238 per year.

· A single-sided insert included in all forms would cost $0.067 per form, or about $265,454 per year.

· Scenario 2 - Administrator mails pre-printed EITC insert provided by the CPUC:

· The cost to include a pre-printed insert would be $0.028 per form or about $110,936 per year plus CPUC cost to print and ship EITC inserts to the LifeLine Administrator.  

· Scenario 3 - Administrator prints and mails insert (in a separate envelope) on an annual basis (once a year) to all current participants (currently about 1,890,000):

· A double-sided insert would cost $0.557 per participant, or about $1,052,730 each year.

· A single-sided insert would cost $0.524 per participant, or about $990,360 each year.

These scenarios assume the EITC notices are sent in English only.  Currently, California LifeLine supports forms and other information in English, Spanish, Chinese (Mandarin and Cantonese), Korean, Vietnamese, Tagalog, and Japanese.  Translations costs for the additional EITC notice would be less than $2,000 in total for all languages.

The Low-Income Oversight Board:

SB 1154 requires the Low-Income Oversight Board to make recommendation on whether the CARE or ULTS programs could assist with outreach. The potential impact of this proposal could vary greatly depending on what is adopted. It can range from a simple strategy of posting the EITC information online at various program related web sites to a more complicated approach of requiring CPUC staff and contractors (California LifeLine marketing contractor and Telecommunications Education and Assistance in Multiple-languages [TEAM] contractor) to educate consumers about the EITC at outreach events, workshops, etc. 

Aside from the monetary cost of combining unrelated subjects, a state energy or telephone discount program and a federal tax program, in the CARE or California LifeLine application and renewal forms, consumer confusion may arise. Consumers may interpret the inclusion of EITC information as another requirement they must satisfy, lead them to believe they have received incorrect information, or to become overwhelmed by the complexity of the combined information.

PROGRAM BACKGROUND:

CARE Program:  Low-income customers (defined as maximum income levels based on household size) that are enrolled in the CARE program receive a 20 percent discount on their electric and natural gas bills. 

Universal Lifeline Telephone Service (ULTS): The program provides discounted basic landline telephone service to qualified low income California residents (defined by income levels and household size or existing qualification in certain specified low income programs; however, CARE and ULTS do not use the exact same low income guidelines).  California LifeLine participants are required to certify their eligibility initially and annually.  A contractor conducts the notification and verification processes.  


STATUS:  

Passed the Senate. Referred to Assembly Utilities and Commerce Committee (hearing set for June 21, 2010.)

SUPPORT/OPPOSITION:  

None on file.

STAFF CONTACTS:

Alicia Priego, Deputy Director-OGA
(916) 322-8858
arp@cpuc.ca.gov


Date:
June 22, 2010

BILL LANGUAGE:

BILL NUMBER: SB 1154
AMENDED


BILL TEXT


AMENDED IN SENATE  APRIL 27, 2010


AMENDED IN SENATE  APRIL 5, 2010

INTRODUCED BY   Senator Cedillo

                        FEBRUARY 18, 2010

   An act to  amend Section 382.1 of, and to  add Section

713 to  ,  the Public Utilities Code, relating to public

utilities.


LEGISLATIVE COUNSEL'S DIGEST

   SB 1154, as amended, Cedillo. Public Utilities Commission: Earned

Income Tax Credit.

   (1) Existing law requires the Public Utilities Commission to

establish a program of assistance to low-income electric and gas

customers, which is referred to as the California Alternate Rates for

Energy (CARE) program. The Moore Universal Telephone Service Act

establishes the Universal Lifeline Telephone Service (ULTS) program

in order to provide low-income households with access to affordable

basic residential telephone service.

   This bill would require the commission to ensure that all

applications for the California Alternate Rates for Energy (CARE) and

the Universal Lifeline Telephone Service (ULTS) programs include

information about the applicant's eligibility to qualify for the

federal Earned Income Tax Credit.

    (2)     Existing   law establishes

the Low-Income Oversight Board for the purpose of advising the

commission on low-income electric, gas, and water customer issues and

serving as a liaison for the commission to low-income ratepayers and

representatives. 
    Th   is   bill would require the  
b   oard to make recommendations on whether the California

Alternate Rates for Energy (CARE) and Universal Lifeline Telephone

Service (ULTS) programs could   assist with outreach 
 regarding   the federal Earned Income Tax Credit in a

manner that would not detract from the primary goals of these

programs and would minimize negative ratepayer impacts. 
   (2) 
    (3)  Existing law makes any public utility, as defined,

and any corporation other than a public utility, that violates the

Public Utilities Act, or that fails to comply with any part of any

order, decision, rule, direction, demand, or requirement of the

commission, guilty of a crime.

   Because the provisions of this bill are within the act and require

action by the commission to implement its requirements, a violation

of these provisions would impose a state-mandated local program by

expanding the definition of a crime. 
   (3) 
    (4)  The California Constitution requires the state to

reimburse local agencies and school districts for certain costs

mandated by the state. Statutory provisions establish procedures for

making that reimbursement.

   This bill would provide that no reimbursement is required by this

act for a specified reason.

   Vote: majority. Appropriation: no. Fiscal committee: yes.

State-mandated local program: yes.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

   SECTION 1.    Section 382.1 of the   Public

Utilities Code   is amended to read: 
   382.1.  (a) There is hereby established a Low-Income Oversight

Board that shall advise the commission on low-income electric, gas,

and water customer issues and shall serve as a liaison for the

commission to low-income ratepayers and representatives. The

Low-Income Oversight Board shall replace the Low-Income Advisory

Board in existence on January 1, 2000. The Low-Income Oversight Board

shall do all of the following to advise the commission regarding the

commission's duties:

   (1) Monitor and evaluate implementation of all programs provided

to low-income electricity, gas, and water customers.

   (2) Assist in the development and analysis of any assessments of

low-income customer need.

   (3) Encourage collaboration between state and utility programs for

low-income electricity and gas customers to maximize the leverage of

state and federal energy efficiency funds to both lower the bills

and increase the comfort of low-income customers.

   (4) Provide reports to the Legislature, as requested, summarizing

the assessment of need, audits, and analysis of program

implementation.

   (5) Assist in streamlining the application and enrollment process

of programs for low-income electricity and gas customers with general

low-income programs, including, but not limited to, the Universal

Lifeline Telephone Service (ULTS) program and, including compliance

with Section 739.1.

   (6) Encourage the usage of the network of community service

providers in accordance with Section 381.5. 
   (7) Make recommendations on whether the California Alternate Rates

for Energy (CARE) and Universal Lifeline Telephone Service (ULTS)

programs could assist with outreach regarding the federal Earned

Income Tax Credit in a manner that would not detract from the primary

goals of these programs and would minimize negative ratepayer

impacts. 
   (b) The Low-Income Oversight Board shall be comprised of 11

members to be selected as follows:

   (1) Five members selected by the commission who have expertise in

the low-income community and who are not affiliated with any state

agency or utility group. These members shall be selected in a manner

to ensure an equitable geographic distribution.

   (2) One member selected by the Governor.

   (3) One member selected by the commission who is a commissioner or

commissioner designee.

   (4) One member selected by the Department of Community Services

and Development.

   (5) One member selected by the commission who is a representative

of private weatherization contractors.

   (6) One member selected by the commission who is a representative

of an electrical or gas corporation.

   (7) One member selected by the commission who is a representative

of a water corporation.

   (c) The Low-Income Oversight Board shall alternate meeting

locations between northern, central, and southern California.

   (d) The Low-Income Oversight Board may establish a technical

advisory committee consisting of low-income service providers,

utility representatives, consumer organizations, and commission

staff, to assist the board and may request utility representatives

and commission staff to assist the technical advisory committee.

   (e) The commission shall do all of the following in conjunction

with the board:

   (1) Work with the board, interested parties, and community-based

organizations to increase participation in programs for low-income

customers.

   (2) Provide technical support to the board.

   (3) Ensure that the energy burden of low-income electricity and

gas customers is reduced.

   (4) Provide formal notice of board meetings in the commission's

daily calendar.

   (f) (1) Members of the board and members of the technical advisory

committee shall be eligible for compensation in accordance with

state guidelines for necessary travel.

   (2) Members of the board and members of the technical advisory

committee who are not salaried state service employees shall be

eligible for reasonable compensation for attendance at board

meetings.

   (3) All reasonable costs incurred by the board in carrying out its

duties pursuant to subdivision (a), including staffing, travel, and

administrative costs, shall be reimbursed through the public

utilities reimbursement account and shall be part of the budget of

the commission and the commission shall consult with the board in the

preparation of that portion of the commission's annual proposed

budget.

   SECTION 1.   SEC. 2.   Section 713 is

added to the Public Utilities Code, to read:

   713.  (a) The commission shall ensure that all applications for

the California Alternate Rates for Energy (CARE) and the Universal

Lifeline Telephone Service (ULTS) programs include information about

the applicant's eligibility to qualify for the federal Earned Income

Tax Credit.

   (b) The information described in subdivision (a)  shall be

provided with all initial and recertification applications processed

by telephone, through an Internet Web site, or by mail. For mail

applications, the information  may be included on a separate

sheet in the same envelope that the application for the CARE or ULTS

program is sent.

   (c) CARE and ULTS applicants shall be provided with information

about all of the following pursuant to this section:

   (1) The federal Earned Income Tax Credit requirements.

   (2) The potential benefit to the applicant's tax return.

   (3) Contact information about where they can receive further

information.

   SEC. 2.   SEC. 3.   No reimbursement is

required by this act pursuant to Section 6 of Article XIII B of the

California Constitution because the only costs that may be incurred

by a local agency or school district will be incurred because this

act creates a new crime or infraction, eliminates a crime or

infraction, or changes the penalty for a crime or infraction, within

the meaning of Section 17556 of the Government Code, or changes the

definition of a crime within the meaning of Section 6 of Article XIII

B of the California Constitution.
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