BEFORE THE COMMITTEE ON PUBLIC SERVICES AND CONSUMER AFFAIRS

of the
COUNCIL OF THE DISTRICT OF COLUMBIA
  

on the 
OFFICE OF THE PEOPLE’S COUNSEL’S

FY 2008 BUDGET REQUEST 


STATEMENT OF ELIZABETH A. NOËL, ESQ.


PEOPLE’S COUNSEL

April 24, 2008 
Introduction
Good morning Chairperson Cheh and members of the Committee on Public Services and Consumer Affairs and Staff. I am Elizabeth A. Noël, the People’s Counsel for the District of Columbia.

Thank you for the opportunity to appear before you today on the occasion of the Office of the People’s Counsel’s 2009 Budget Request Hearing.   

With me today are Sandra Mattavous-Frye, Deputy People’s Counsel; Karen Sistrunk, Associate People’s Counsel for Consumer Services; Herbert Jones, Manager, Consumer Services; Darlene Wms-Wake, Network Administrator; and Derryl Stewart King, Director of Operations.  Seated with me at the table is Irvin Logan, the Agency Fiscal Officer assigned to the OPC Team.  He is present to respond to any technical questions regarding the Agency’s FY 2009 budget request. 


FY 2008 BUDGET REQUEST



OPC’s FY 2009 budget request is $5,024,793.  This represents an increase of $141,790 or 2.9% over the approved FY 2008 budget, which includes $69,962, a budget increase imposed by the Executive Office of the Mayor for procurement services from the Office of Contracting and Procurement.   I will address this matter below.

Although the Office requested three positions, an attorney and two Community Outreach and Education Coordinators, they were not included in the FY 2009 budget. Accordingly, there are no changes in the 33.4 FTEs. 

As you know, ratepayer monies alone fund OPC’s advocacy and operations. We are answerable to each and every one of our clients, District consumers.  The fiduciary obligation imposed on us by statute, the Canons of Ethics and our collective sense of professional responsibility underlies OPC’s development of budget requests.  Fiscal restraint is mandatory, not optional.  

Personal Service
Of the request, $3,516,031 is allocated for personal service.  This is only a 2.5% increase over FY 2008 or $85,858 associated with mandatory pay raises.  

Nonpersonal Services
With respect to nonpersonal services, the allocation is $1,508,762.  This represents a net increase of $56,931 or 3.8%.  The increases are $55,984 in contractual services and $29,290 in other contractual services and are offset by $29,342 in decreases in fixed costs.  Lower fixed costs are projected for fleet services for gasoline by $1,283, $14,601 for telephones and $13,457 in office rent.  

We submit the proposed FY 2009 budget request is reasonable and appropriate and will permit the Agency to fulfill its statutory mandate.
EOM-imposed increase for OCP’s services
One issue requires further consideration and perhaps, the assistance of this Committee toward its resolution. 

As you may know, as in FY 2008, the Executive Office of the Mayor imposed an increase in OPC’s budget request for services of the Office of Contract and Procurement (OCP).  The proposed increase of almost $70,000 is to fund services provided by OCP for services OPC does not use. This is because the Office has always exercised its independent procurement authority as provided in our enabling statute, D.C. § 34-804.

To address this conundrum, OPC timely raised this matter in a March 18 email to the Office of Budget and Planning and in a March 24 letter to the City Administrator.  The gist of OPC’s communications was that enforcing the EOM assessment would put the Agency in an untenable position by requiring the Office to use ratepayer dollars to pay for services already being performed by the Office.  In essence, consumers would be paying twice for the same service.

Moreover, increasing the budget to cover the cost of OCP’s services does not relieve the Office of its fiduciary obligation to consumers.  We are hard pressed to see the justification for OPC paying for services it does not and will not use. 

OPC seeks the advice and assistance of this Committee with a view toward resolving this matter in a manner consistent with consumers’ interests.


CHALLENGES TO THE DISTRICT
We believe the District of Columbia is at a crossroads or perhaps a precipice, depending on how one views the world.  

It is universally acknowledged that retail competition and consumer choice, which were supposed to emerge in an era of deregulation and divestiture, did not and have not occurred. The fact is, energy suppliers have not chosen to serve residential consumers.  
As of February 2008, 34 competitive energy suppliers have been approved by the DC-PSC.  Of these, 11 suppliers have chosen to serve the residential market.  One of these is PEPCO’s own unregulated subsidiary, PES.  To date, these 11 suppliers serve a mere 1.0% (2,122)  of the residential electric market. 
Stated differently, PEPCO as the SOS serves 99.0% (212,795) of the residential electric market – on a completely deregulated basis! 

The view is no different in the natural gas arena.  Nineteen (19) gas suppliers are now approved by the PSC.  Of these, five serve residential consumers, and one of them is WG’s own unregulated subsidiary, WGES.
Clearly, this is not what the Framers had in mind when the retail competition law was enacted here in D.C.  Nonetheless, here we are.
OPC has said and continues to advance that it is time to rethink deregulation because having an unregulated monopoly providing 99% of electric energy supply to D.C. consumers is not in the public interest.  This would include the overhaul of  SOS to increase supply diversification and risk management, coupled with the promotion of demand management programs calibrated to alter consumption patterns and levels.  If SOS, which is more than 2/3 of the consumers bill, is the only viable source of energy supply, then regulators must have the authority needed to ensure reasonable rates to consumers.

Further, it is clear the Executive and the legislative branches are committed to having the District assume responsibility for its carbon footprint on this planet. The “inconvenient truth” is that CO2 emissions drive global warming.  Inordinate reliance on fossil fuels drives these emissions, and the environment and mankind are the losers.

How D.C. accomplishes its goals and the role regulation and consumer advocacy should play in this new arena where energy efficiency and energy supply/renewables meet the environment are the most important and imperative issues facing OPC, and indeed, its residents/consumers.  It is one thing to “mandate” energy efficiency and growing use of renewables in the energy supply portfolio.  It is quite another to have in place the mechanisms, and players who can and will make this a reality.

The U.S. is a virtual laboratory of DSM programs. The catch is to put in place only those programs calibrated to cause a change in consumers’ actions and demand. Consumer education, calculated to cause this change in consumers’ behaviors is of critical importance. 

 
OPC submits that in addressing energy efficiency, the questions how do we accomplish it; what are its reasonable objectives to be reasonably accomplished in the short term and then the longer term; who or what agency or entity should be responsible and accountable for it; how much will it cost; and finally, who pays for it are questions to be answered in the next fiscal year.  I am pleased to say this mayor and particularly this Committee, under your leadership, are addressing these questions now.  You are addressing the issues attendant to “Going Green” and becoming energy efficient. The sense of urgency has not paralyzed you, but galvanized you.  I am also pleased to say you have invited the Office of the People’s Counsel to join you in your efforts. We share the overarching goal of reducing the District’s carbon footprint.

The high cost of energy in an increasingly volatile world here, nationally and abroad has D.C. consumers reeling from a slowed economy brought on by a convergence of factors, the subprime market, outsourcing, the wars in Iraq and Afghanistan, global politics, and international relations to name a few.  What may not have been clear for many, now should be far less fuzzy and disconnected.  In this world in which we find ourselves, actions locally, federally and internationally are intertwined with far-reaching consequences.

Given this picture, the effects of deregulation and federal laissez-faire in both energy and telecommunications, consumer advocates’ predictions about the patent and latent costs to consumers of creating a deregulated environment were sadly prescient.  This, of all times, I, as the Consumer Advocate, would have liked to have been proven wrong.  Unfortunately, any fixes or protections we can give consumers are following the horse out of the barn.


Challenges to the Office of the People’s Counsel
As the Office considers its steps into the future, the playing field seems a bit like a wheel of fortune with OPC’s pressing concerns laid out on that wheel.  The issues are competing, but not necessarily separate.  Protecting consumers, however, is the goal, doing what we can to ameliorate the ravages of deregulation and a besieged local environment. 

The Four Es


As we consider the footprint the District must reduce, OPC’s approach in this utility world involves the “4 Es.” While I addressed this at length in my statement when OPC appeared before the Committee for our Oversight Hearing on February 28, this construct bears repeating.

“Going Green” to effectuate Environmental amelioration is neither a fad nor fashion statement, but a coordinated process involving all stakeholders.  How we use Energy resources is intrinsic to this process.  We must take into account real world factors related to consumers’ increasing demand for “energy vampires” (computers, TVs, high end appliances, etc.) and their affordability. 

 While an energy policy must address growth in demand, we must also show consumers how to “squeeze every kilowatt out of energy efficiency” before incorporating any source of energy supply into a diverse and balanced energy portfolio, before approving any new transmission lines or upgrades, and before devising an accurate energy supply forecast upon which suppliers will bid.  What should this portfolio look like in the face of the District’s efficient and sustainable mode?  What are the roles of the various stakeholders? What are consumers’ concomitant obligations and responsibilities?  How do we address the pluses and minuses of any solution?

Consumer Education is seminal, but only if it is “calculated to cause consumers to actually alter their energy behavior.”  Consumers must have easily accessible and understandable information about energy efficient options when buying consumer goods requiring energy to operate.  We must “build trust by helping consumers actually achieve energy efficiency in an affordable way and by helping them realize real savings and tangible benefits now.” 

Economic development is a factor in the equation of reducing D.C.’s carbon footprint. The commercial sector accounts for approximately 70 percent of energy consumption.  Any shot at sustainability will require the commercial sector to change its ways, and that will affect their investment strategies, and perhaps, even their bottom lines.

“Green Building” laws and codes, etc., will affect costs long before $avings are realized. We must remember when a company gets “fed up with whatever,” it may not only threaten to move, but actually do it.  So, we must be careful not to be “green mailed” into changing energy policies merely to assuage special interests. Any laws and policies must be reasonable and enforced in a nondiscriminatory manner. 

Against the backdrop of the “four Es,” OPC will continue issues of long-standing such as 

· SOS


· Quality of Service

· Utility Consumer Bill of Rights

· Code of conduct

· Hedging

· Hexane

· FiOS

The Office will continue its efforts at the federal level.  Actions in the federal arena affect D.C. more and more.  Reliability and the PJM’s policies and actions remain a significant concern as OPC continues to monitor the market.


CONCLUSION
OPC looks forward to working with stakeholders to meet the challenges which I have discussed in the immediate future and beyond.  Our passion for this work as the Advocate for consumers’ interest in this ever changing arena has not diminished in any way.  Education for consumers about energy efficiency and the positive financial rewards possible is something we are already doing. We are planning bigger and greater efforts in a variety of means and venues.

I truly believe with hard work, cooperation, realism, and open communication lines we can win this battle.  I believe the District of Columbia “Going Green” will make other cities envious.  They may just have to turn to us for our best practices.

OPC relies on the support of the Mayor and this Council to ensure resources are provided to enable us to continue our work on behalf of consumers.

Thank you.  

� The Committee consists of Mary Cheh, Chair and Council Members Marion Barry, Kwame Brown, Jim Graham, and Tommy Wells.


� D.C. Code, 2001 Ed. § 34-804.





