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Decision JuL < 8 1984

BEFORE THE PUBLIC UTILITIES COMMISSION OF

Applicasion of Pacific Gas and
Electric Company for authority o
increase its electric and gas rates
and charges effective January 1, 1984
in accordance with the Conservation
Financing Ac¢iustment (CFA) authorized
in Application Nos. 59537, 60701, and
82-09=-17 for operation of a Zero
Interest Program (Z1P) of
conservation financing, including 2
weatherization rebate component and 2
direct weatherization component.

Aoplication 82-08-65
(Filed August 26, 1982)

(Electric and Gas)

Application of Pacific Gas and
Electric Company %0 decrease its
electri¢c rates and charges and
increase it¢s gas rates and charges
effective January 1, 1984, for
operation of 2 Residential
Conservation Services (RCS) Program
as authorized in Application Nos.
60700 and 82-09-18.

Application 82-08-66
(Filed August 26, 1983)

~Electric and Gas)
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(Appearances are listed in Appendix A.)
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PINTIO
I. INTRODUCTION

This proceeding includes two applications by Pacific Gas
and Electric Company (PG&E). Application (A.) 83-08-65 concerns
proposed revisions to PG&E's conservation financing adjustment (CFA)
which supports the utility's Zero Interest Program (2IP) for home
insulation, A.83-08-66 encompasses revisions to rates and charges
for the Residential Conservation Services (RCS) balancing account,
Adjustments to RCS are placed in a separate applicaticn because we

have previously ordered that RCS costs be accounted for separate 7rom
Z1ip.

Summary of Decision

This decision authorizes PG&E to continue its ZIP and RCS
programs with several modifications. Although our decision finds
PGEE's 1983 program accomplishments reasonable we are concerned with
PG&E's high administrative expenses. We expect PGEE to meet its 1984
goals within the 2pproved budget. We will closely scrutinize PGEE's
performance in its next application. Strict limitations on program
expenditures are set forth in this decision.

In 1984 PG4T is authorized to spend $43,641,119 <o insulate
202,000 units. This will include Direct Weatherization (DW) of
33,000 units, 127,500 loans and 42,500 rebates. The rebate is a new
component of the ZIP program authorized in the decision in an effors
to reduce program ¢o0sts. This decision expands the DW component of

Zi? t0 include resicents of mobile homes and renters of single
dwelling units.
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Our cecision 2150 authorizes PGEE %o spend $10,735,800 %o
conduct 90,000 Class A audits, 10,000 Class B audits, and 2,400 Muledi-
Unit Dwelling (MUD) complex audits. This cecision sets a specific
cap on the cost of each type of audi=z.

This cecision authorizes the following increases or
decreases in the CFA, as compared %0 our previous authorizazion:
Category D.83-04.015 This decision

{&/6/83)

Estimased Estimated
Facror Sales Factor Sales

ZIP Electric SC.00007/%xWh 55,16 million 0.00006/kWn §3.58 mi11ien
Gas 50.00349/¢h. $34.55 million 0.00615/<h. $26.63 “
RCS Electric 0.00006/kuhn 3.26 million 0.00004/kWh  2.32 "
Gas 0.00166/¢h. 12.29 million 0.00145/2nh. 10.97 "
This produces the following estsimaced average annual
changes based on average annual usage of 750 therms or 6,200 kWh per
residential customer:
ZIP Electric $0.06/year decrease
Gas 1.19/year increase
RCS Electric 0.13/yeer decrease

Gas 0.16/year cecrease
History ¢f Proceedine

We have issued two interim ¢rders on these applications,
Decision (D.) 83-11-060 (November 22, 1982) ordered PG&Z %o continye
to maintain its CFA expense rate balancing 2ccounts and %o collecs
the CFA expense rates and RCS rates at 186283 Tevels, an¢ to fund anc
cperate programs financed by those rates, including Communisy Service
and the Stockteon Training Center.

Full publiec ang evidentiary hearings were then held before
an Administrative Law Judge (ALJ) in San Francisco on nine cates in
February and March 1982, Certain associations, community groups, anc

public witnesses participatzed as well as PGEZ and the Commission
staff,
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®
During the hearings PGAE requested another interim order

which (as was true with D.83-11-060) was not opposed by any
participant. A seconcd interim decision (0.84-03-057),issued on
march 21, 1984 mace certain changes to our treztment of floor and
wall insulation to parallel recently enacted state law, and
interpreted our first interim order not to require equal monthly
expenditures under the Dire¢t Weatherization (DW) program.

1I. Expenses Generally

Introduction

Because RCS s a federally mandated program we have chosen
to require RCS to be the subject of a separate application, but it is

well to view the entire expenditures in connection with ZIP and RCS
as a whole.

z1p

The total increases requested by PG&EL have provoked sharp

controversy from a policy standpoint between PGEE (with support from
. some interested parties) on the one hand, and the staff and Toward
Utility Rate Normalization (TURN) on the other hand.

0.82-04-015 authorized PG&E to spend $39.71 million, of
which $36.72 million was for administrative expenses, t0 weatherize
180,000 homes in 1983, Of the 120,000 homes, 26,400 were %o be
insulated through the Direct Weatherization (DW) component of ZIP and
the remaining 153,600 were to be financed through ZIP loans.

PG&E fell short of its ¢oals, weatherizing 25,384 homes
through OW and issuing 113,000 Toans covering 143,165 units, a total
of 162,552 units. PG&Z exceeded its budget by approximately S5
million, spending $42,750,935 in 1983.

The following %abie {(from £xhidit 39) shows ZIP
administrative expense levels as recommended by the staff and PGAE,

compared t0 the 1983 levels. The total adopted for 1534 1i5 the same
as Column “g" ‘
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PACITIC GAS AND ILECTRIC COMPANY
A82-08-65
CASLE CF T2 ADVINISTRATIVE DODECS

AR -

. ;, Eom?recessir.g 12,%212;%3
3. Promotion 892,839
4 ; 235,735

3.
2,376,701 2,105,356
6. ST 8,458,022 7,498,632

MATERTIALS AND SUPPLOTS
Promotion 62,420 55,349 575,699

Other (Inspection Mac'ls
ere) 291,408 347,007 1,126,500 674,698
SubTotal 433,838 402,360 1,798,200 1,250,388

CONTRACTS AYD OUTSTOE STRVICES
. 10, Adverzising 274,063 22,976 2,837,000 1,765,227

11. Measuresens ad Bvaluasion 69,217 61,366 230,000 14ds, 209
12. Inspections 300,263 266,204 225,000 396,216
12. Loan Processing 1,326,547 1,253,391 2,444,000 1,687,244
14. Divect Vaazherizazion

Contraces 19,219,000 17,727,610 17,727,610 20,000,000 21,500,000
15. Qutreach Conswacns . 117,607 104,267 1,409,000 1,409,000
16. Ocher (Collection Agency

Fees) 350,575 488,126 181,000 181,000
17. Sublozal 20,565,882 20,243,928 27,326,000 27,082,196

OTIR DIRECT £OSTS

18- kb‘:e ?3‘,"-3&:8 - - 6.08"0,000 6.084.000
19. Advercising 1,541,448 1,366,601 0 0
go. om?:mot.‘;on Caszying G 90,185 79,929 92,958

1. Other (eg. Carrying Coscs
= < 5,330,587 4,902,255 ¢ 496,000

ecc.
22, Shlozal 7,162,188 6,365,735 6,672,958

23. CVEREASS (Persomal
IXpEnSes e2c.) 2,598,000 38,062 543,062 3,698,459

o TOTAL, ADMINTSTRATIVE
' ELreS 36,472,000 37,187,992 35,042,777 47,799,119
ZZP CARRYING £OSTS
25. Caxrying Coss 3,805,679
25. Bad Dedt Cost 1,673,441

7. Collection Fees 0
28. Suwtotal it 7.489,120

29. CRAND TOTAL, ADMINTSRATTVT
TEERREE SR e 12,000 44,668,112 43,545,139

'_./ Per D.82-04-015, Column A i5 20T fully filled out because tihe categories in zhe
adopted 1983 budges do not mateh those ia A.8l~08=45

2/ ECB: Energy Conservation 3ranch of the C2UC

-S-
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PG&GE's Qverview

PG4E contends that in spite of the fact that ZIP funding
was not authorized until April 1983, the program proved successful.
The target was 130,000 dweliings; during 1982 113,000 l10ans were
issued covering 143,165 units, and an additional 25,287 homes were
weatherized through the DW component.

PG&E's Exhibit 1, sponsored by Allen W. Flock, Director of
Residential Conservation Services, states that in addition to PGEE‘S
t0%al commitment, the company has attempted t0 weatherize units in
specific target groups. The following table from Exhibit 1
summarizes the resules:

Units Weatherized in 1983

Goals Accompliishments

ZIp 153,600 143,165
Direct Weatherization 31,400~ 25,387 wwww
Total 185,000 163,552

. ZIP Target Groups™™
Senior Citizens 33,743 10,034
Renters 67,643 59,813
Non-English speaking 1,801 1,953
Low Income¥*» 50,106 28,264

Includes 5,000 units carried=-over from 1882.

21?7 target groups represent subgroups of
customers receiving ZIP loans. Some
customers belong to more than one subgroup.

includes direct weasherization.

This figure represents the number of homes
weatherized with invoices patd in 1983.
However, the actual number completed is
approximately 31,200. The difference is
invoiced in 1984 an¢ will be paid from 1933
program funds. A revised direct weatherization
summary will be transmitted as soon as all
invoices are final.




A.83-08-65, A.83-08-66 ALJ/vdl/jv ALT/COM/LMG

' In connection with the program, Community Qutreach
accomplished 41,900 contacts, which developed 8,356 ZIP and 6,463 RCS
audit leads.

Exhidit 1 contains the tadble which follows, showing
measures installed, including OW, for 19283. The totals are for leads
from all sources. The evidence shows that the majority (about 70%)
of leads are generated by private contractors. (The totals appear %o
be higher than recorded data submitted for 1983 reports.)

Without Audie+ Single Family Muleifamily Total

Ceiling Insulation 119,360 23,594 142,954
Caulking 37,965 3,847 £6,212
Weatherstripping 78,202 20,550 93,752
Water Heater B8lankez 45,838 16,662 62,500
Low-Flow Showerhead 43,664 20,733 64,397
Quct Wrap 15,164

2,684 17,858
Subtotal 93,0820 433,273
With Audis

. Wall Insulation 7,593 1,032
Floor Insulation 4,483 342 &,830
Storm Windows & Doors 4,528 597 5,125
Clock Thermostat 650 113 763
Lighting Conversion 527 3,863 4,393

8,631

Intermittent Ignition 104 23,852
Subtotal 17,890 5,963 23,852
Total 358,083 89,043 457,126

The exhibit also detailsc OW expendf:ures and installations

for 16282. A concdensation of the table in Exhivit 1 (pp. 31-32)
follows:




A.83-08-65, A.83-08-66 ALJI/vdl/3v ALT/COM/LMG

. Direct Weatherization Expenditures and Installations

Category Units Dollars
Total units weatherized 25,3287 $15,747,759

(includes 12,627 units for
elderly for a total of
$3,452,828, ancd 1,667 for
non-Snglish speaking totaling
$1,034,040)

Ceiling insulation 20,138 . $6,878,123
Groundwork:

Caulking 21,596
Weatherstripping 24 ,562

Water heater dlankets 13,605
Low=flow showerheads 19,547
Total groundwork 79,310 $2,465,620

truetural Improvement 18,852 $1,994,555

The exhibit also shows costs for ZIP through December 21,
1983. This summarization follows:

1983 Adminiserasive Costs for ZIP *

Budget Item gxpense

Direct Weatherization $16,706,957
Qutreach 651,289
Literature 244,838
Advertising 3,054,625
inspections 2,077,349
Training 162,502
pPromotion 1,497,028
ZIP Loan Processing 5,099,699
Measurement and Evaluation 159,576
Quality Control/Assurance 202,076
Other Administrative Costs 393,692
Carrying Costs 5,967,727
Bad Debt Write~off 2,330,551
Qverheads 4,196,926

Total, ZIP Administrative Costs $42,750,935

*The 1983 CFA balancing accounts inciude these
€osts anc charges for 1682 at 8% loan carrying
costs, bad debt write-0ff costs, and other
adjustments totaling $§5,043,748, as well as a

crecit of $610,000 for interest income from
8% loans.
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®

ZIP Installation Costs

Actual
Contragtor D0=1t-Yourself
Measure Installed Costs Installed Costs
2 hdl 20 il

Without Audit

Ceiling Insulation 681 406 170
Weatherstripping 106 31 10
Water Heater Blankets 24 12 5
Low=Flow Showerheads 27 16 2
Caulking 66 21 4
Quet Wrap , 85 51 12

With Audit

Wall Insulation 295 223
Floor Insulation 766 232 301
Clock Thermostat 121 100 75
Storm Windows 876 286 769
Storm Doors 235 71 147
Lighting Conversion 192 49 146
Intermittent Ignition 265 242 160

. ' Annualfnerqy Savings Per ZI1P Measure

Measure Single-Family Dwellings Multifamily Dwellines
‘LiecTric ads tlectric Gas
Tkwn/uniz) (Tnerms/uniz) (xWh/unit) (Therms/unit)

Without Audis

Ceiling Insulation 413 123
Weatherstripping 21 g
Water Heater Blankets 422 43
Low=Flow Showerheads 525 46
Caulking 39 18
Duet Wrap 28 i2
With Audit

wall Insulation

Floor Insylation
Clock Thermostas
Storm Windows

Storm Doors

Lighting Conversion
Intermittent Ignition
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PG&E's survey shows that market shares for weatherization
measures were as follows for 1983:

Actual Market Share of Weatherization Measures
(InstaTTed oecween January 1 anc December 31, 1382)
Estimated Zi?
Inscallation in 1P Marke®
Measure PG&E Service Area™ Inszallations»» Sharewx»~x

Ceiling Insulation 130,500 122,636 94%
Caulking 54,700 25,1632 46
Weatherstripping 96,200 74,039 77
Water Heater B8lanket 72,900 48,853 67
Low=Flow Showerhead 75,900 44,303 59
OQuct Insulatzion 69,700 16,733 24
Wall Insulation 107,000 g,559 g
Floor Insulation 119,300 4,790 L
Storm/Thermal Windows

and Doors 253,900 5,078
Clock Thermostat 75,100 751
Lighting Conversion 146,200 4,386
Intermittent Ignition 110

. * Derived by dividing ZIP installations by
ZIP market share (not in¢luding direct
weatherization installations).

Actual ZIP installations recorded.

Estimated percentage of all installations
resulting from ZIP, based on 1982 Z1If
Tollow~up survey, released March 19833.
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We note that the figures for wall insulation, floor
insulation, storm windows, and clock thermostats appear
disproportionate to ceiling insulation totals and ZlP-financed
measures.

RCS

Flock also reviewed the 19832 RCS programs in Exhibit 2.
The program is required under feceral law through the end of this
year. In Ca2lifornia the program operates as the “"RCS State Plan"
under the California tEnergy Commission. PG&E considers RCS to be 2
worthwhile program and states that it is management's present
intention to offer the service after 1984 even if federal law no
longer requires it. 1In 1983 PG&E exceeded its RCS goal and provided
106,000 Class A* audits. Since 1981, there have been 235,000 Class
A audits. For 1984, PG&E plans to audit 226,000 dawellings.
Localized promotion will be continued, and PG&E'S 1984 plzns call for
increased funding to continue contracting with community agencies,
outside organizations, and local governaments <0 provide audis
services. ' ,

The witness summarized the workings of the program as
follows (Exh. 2, pp. 1=2):

“The central feature of RCS is a free home energy audit
offered t0 residential customers, A PGandE-trained,
state-certified RCS auditor inspects and evaluates the
energy efficiency of 2 customer's home, and recommends

! see the section on specific RCS issues for cdescriptions of the
types of audits.
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‘.

.

cost-effective conservation measures to be installed
and conservation practices %o be adopted. The audizor
also promotes the Zero Interest Program (ZIP) of
conservation financing or other PGanct services whicgh

help the customer conserve energy and manage energy
costs.,

"PGandE works closely with insulation contractors,
dutreach agencies and other groups in implementing RCS-
related activities. Systemwide advertising campaigns
are coordinated with locally-nased promotional
activities tailored %0 respond to the demographic and
geographic cdifferences witnin PGandi's service area,

An innovative Employee Incentive Program 2150 has been
ceveloped which encourages PGandt employees to "sign
up” friends and relazives for RCS and other
services,

“The RCS Advisory Group, composed of incividuals
representing various community organizatiens, provides
PGandt with unfque perspectives and insignts relating
Lo RCS Program operation., With the assistance of this
group, the Comnunity Qutreach Program has been
broadened in 1983 through the addition of RCS outreach
contracts. OQverall, the Commurnity Qutreach Program

. provides the field support needed for both RCS and ZI°?
to reach the target groups.

"During 1983, RCS audits have become more flexidble as 2
result of changes in the RCS State Plan (which
recently were approved by the U.S. Department of
Energy). Audits are now tajlored to meet customers'
interests and needs. Only 11 “core" measures must be
evaluated curing the audit., The other 17 “optional®
measures may be deleted at the customer's request.

“Walkthrough" audits 21so are provided for customers
interested exclusively in ZIP."

According to Exhibit 2, PG&E has decentralized its
customers activities to local offices, and is working together with
lTocal groups t¢c give special atsention to seniors, minorities,
renters, non-Snglish spe2king customers, and other groups wisth
special problems. The following tadle from PG&E's Exhibit 2 compares
1983 goals and accomplishments,
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1983 RCS Goals and Accompliishments

Single-Family Audits» Objective Accomplishments

Total Audits 100,000 105,965
Low Income 17,910 13,869
Non-2nglish Speaking 1,163 3,402
tlderly 18,434 16,787

MUD Audits

Complexes 2,400 2,532
Units 132,000 127,721
Total Units Audited 232,000 233,627

Community Qutreach Progranm
Tontacts 63,000 142,541

* Inciucdes doth RCS and walkthrough audits.

PGAE also developed an auditing format (approved by CEC)
under which a participant may either restrict the audit %o 11 “core”
measures or include other optionals. This flexibility saves audit

.time as well as tailoring the audit t0 a customer's problems.

A1l customers who are pa}ticipants now receive an audit
guidebook with ZIP information, a 1ist 0f Tow-¢o0sSt Or no-cos<
conservation measures.

Other factors of the program which, according to Exhidie 2,
have been improved are to0 numerous to detail in this dec¢ision. They
include:

treamlined multiple dwelling audits.
Improved computer support system.
Multimedia promosion of the program.

Group meetings t0 improve relationships with
contractors.

Formation of an RCS Advisory Group (in
compliance with the State RCS Plan) composed
of local interest groups, TO penetrate targe:
groups. :
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Community OQutreach (formerly Community
Services) as an “"umbrella” for RCS and ZIP
activities, administered through 32 division
Community Conservation representatives, The
purpose is to Generate audit leads and ZIP
joan applications through personnal contacet.
Target groups include:

a. Low income.2

b. Elderly.
¢. Non-English speaking persons.

d. Renters and landlords.
Improved training for auditors.
Expanded quality control for RCS services.

Follow~up ¢c211s to survey how many RCS
participants install various measures.
According o £xhibit 2, the survey procuced
the results which appear on the following
page. (Note that the results are for six
months. )

-

2 pedefined by the Commission as those not exceeding 150% of the
federal poverty guidelines.
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- -,

RCS Callback Renor+ ’
(Based en 27,479-Callpacxks Receivec tor Jan. thru July 1583)

Percent of Audited
Measures ) Customers who Install
Energy Conservation Measyres This Measure*

Ceiiing Insulation . e
Wall Insulation 262

Floor Insylation -

Storm or Therzal Windows 2%
Storm or Thermal Doors 207
Window/Docr Shading or Reflective Devices 25w
Caulking Doors/Windows ' -
Weatherstripping Doors/Windows 45%
Water Heater Blanket 40%
Clock Thermostat 17%
Duct Insulation 312
Insylation for Hot Water Pipes «
Load Management Devices . 21%
Furnace Flue Dampers 214
Intermittant Ignition Device 15%
Replacement Furnace 11%
Heat Pump Water Heatler 14%
Whole House Fan 14%
Evaporative Cooler 1C%
Swiming Pcol Cover 232

Renewable Resource Measures

Solar Domestic Water Heating System Sized for
- Max{mum Number of Occupants

SoTar Domestic Water Heating System Sized for

Present Number of Occupants

Sclar Replacement Swimming Pool Heater

Active Solar Space Heating

Passive Solar Space Heating - Direct

Passive Solar Heat - Indirect - Trombe Wall

Passive Solar Heat - Indirect - Water Wail

Combination Solar Space and Water Heating

Solaria/Sunspace Heating

Wind Energy System

Additional ZIP Measures

Low Flow Shower Head
Lighting Conversion
Structural Improvemenis

*Based on the number of times each measure was reccmmended.

=15 =
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The exhibit develops costs for the RCS program for 1982
which are shown in the following summaries.
1983 RCS Administrative Costs

Budget Item Expense

Loan Processing S 511,000
RCS Audits 7,632,475
Coordination & Liaison 364,040
Training 222,950
Promotion 461,369
Literature 47,713
Advertising 60,3261
Policy, Procedures, & Suppors 888,733
Measurement & fvaluation 235,100
Quality Control/Assurance 253,221
Financing/Incentives 56,206
MUD (Multiple Unit Dwelling) Audits 1,083,205
Employee Benefits & Payroll Taxes 2,197,923

Total $13,814,436

The Community Qutreach Program uses California/Nevada
Community Action Association (Cal/Neva) and community-based
organizations %o improve ZIP and RCS penetration of target groups,
including:

Low=income customers
Elderly (60 and over)
Non=-English speaking
Renters and landlords.

Private business also participates. As of June 30, 1983, 40
community organizations were contracted to participate and to solicit
11,070 target group ZIP loans. According to Exnhidbit 1 (p. 21)
through February 1984, 2,791 target group ZIP loans have been
generated through these contracts. The exhibit states that in
addition to the financing limits of D0.233-04=-015, the program is
monitored through quality assurance audits, 2 divisional staff review
of the audits, and a weekly divisionmn mail-ia report to track
weatherization units installed and inspected in each division.
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. From Exhibit 1 the total administrative costs associated
with Community Outreach are uncertain. (See £xh. 1 pp. 35, 35A, and
358.) Our 2nalysis shows that PGEE's requested budgetary amounts are
$2,829,000 for ZIP and $1,790,000 for RCS.

Community outreach appears t0 be an area subject to
substantial pressure for expansion, because 0f the desire of many
groups for more local involvement., (See Tater discussion under
Section IV.) PGEE plans three pilot projects involving use of
community groups in the RCS progranm.

Cost-effectiveness

Qur prior decisions identify four perspectives from which
to determine cost-effectiveness: the participant, the utility,
society, and the nonparticipating ratepayer. We have not required
each program to be cost-effective from all four perspectives.

PGEE's evidence developing cost-effectiveness shows ZIP and
RCS are cost-effective except from the view of the nonparticipating
ratepayer, Exhibit 26 (Ellen Davis) developed benefit/cost ratios

following the methodology of the Joint Standard Practice for Cost-
senefit Analysis of Conservation and Load Management Programs issued
in February 1983 by CEC and this Comm’ssion.3 The exhibit alse
develops "net benefits" for the programs, which equal the differences
petween present worth of programs benefits and present worth of
program costs.

Tables 1 and 2 from Exhibit 26 follow. 1.0 is the break-
even point; a2 number less than 1 means the program is not CoOsSt-

effective. Tadle 2 shows effects for the 1ife of the program, nos
just for 1934.

3 The efficacy of the methodelogy inm the Joint Practice was neither
the subject of proof nor of disproof on this record.
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. The exhibit develops other tadles showing cost-

effectiveness of the programs from ¢ifferent perspectives.
Discounted payback periods for ZIP? and RCS programs are shore,
according to the exhibdbit, and participants' benefits will exceed
their cosss no later than four years after installation of
conservation measures.

On c¢cross-examination, Davis concede¢ that she did not
consider further tax 1iability which could be occasioned by operation
of the ZIP program, and that she therefore had not 2analyzed that

effect on programs which are marginally cost-effective.
Staff's Qverview

The staff did not rebut PG&L's recorded information, nor
(except for the point about taxation mentioned above) challenge the
methodology of PG&E's cost-effectiveness analysis. Rather, the staff
raises what it terms "fundamental policy issues” at the heart of the
programs, which, in the staff's opinion, are no different from other
conservation programs. In PGEE's most recent general ra2te decision
(0.83-12-068, dated December 22, 1983), we %took the position of
roiding the 1ine on conservation expenses. The staff brief comments:

“This policy recognizes that the economics of
conservation programs in the latter half of the
1980's appear to be fundamentally different than
those of the 1970's. Utility reserve margins are
more than adequate; marginal costs are in
decline, reversing a trend of more than 3 decade;
there Seems %0 be a broad awareness of
conservation among the general public; and there
has been significant penetration of 2 iarge
number o0f conservasion measures. There does not
appear %9 be z2ny reason to distinguish ZI?P and
RCS from other conservation programs offered Dy
PGEE. Accordingly, Staff would propose that
sound and consistent ratemaking policy demands
that the substantial increases requested by PGEEL
for Z1P and RCS in 1984 be rejected.”
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In this connection the staff urges us to examine PG&EE'S
past performance in administering the ZIP program to determine the
appropriate funding level for 1984,

“In 1983, PGEE came a5 close as it has ever come
to achieving its ZI? goals (see Exh. 1. Table ZIP-
83-2 {revised)). The fact remains, however, that
PGGE c¢id not achieve its goals in 1583, and never
hes achieved the goals which izs sets for itself
when it comes before the Commission 1n a ZlP rate
case. Furthermore, although PGA&E Ta2iled 0O
accomplish all 14 promised to do ia 1982, the
company Spent more money than it was authorized
in rates for that year. (learly, this situation
cannot be allowed to continue, Ratepayers cannot
be expected To continue t0 pay more for less.

And the Commission should insure that they are
not required to." (Emphasis by the author;
footnote omitted.)

Staff stresses the failure of any of the programs %0
benefit the nonparticipasing ratepayers. Over the 1ife of the ZIP
and RCS programs proposed, the net cost is S125 million (Exh. 26,
table 2; tr. 630-6322), and, as the brief points out, these Costs
could be understated because energy savings estimates are derived
from forecasts.

Impacts on nonparticipating ratesayers must be better
controlled, the staff argues, because:

"...35 0ften 2as not, these are the very groups of
ratepayers - Tow income renters - upon whom rate
impacts are most severe."

In this connection, staff points to the fact that 254E%
overexpended for 1983. The following <able compares expenditure
levels authorized with actual expenses.

Category Authorized in D.83-04-015 Actual

ZIP Electric¢ $ 5.16 million $ 8,638,280
Gas 34.55 million 29,352,620

RCS Electric 3.26 millien 3,572,010
Gas 12.29 milldion » 10,242,427
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Finally, staff is alarmed at the attitudes exhidited dy

some interested parties that programs should be liberalized and
controls loosened.

“Opinions were offered by representatives of Zthat
community about the effects of current and
proposed Timancing Timits of ZIP measures upon
insulation contractors and manufacturers, While
opinions about the validizy and propriety of
financing limits varied, there seemed %20 be 2
general attitude that financing Timits were
cetrimental to the interests of the orivaze
insulation fndustry. Invocations of “the
marketplace," "compezition,” ang "free
enterprise” - the nominal tutelary deities of
commerce - were common., Conspicuous by its
absence was acknowledgement of the role of ZIP
(and other conservation programs uncertaken by
California utilities under the aegis of this
Commission) in maxing the marxet for
weatherization products and services. This
Commission anc the private insulatien industry
woulc do well <o rememder that ZIP has not always
dbeen with us, and has not been created in
perpetuity.”

" oW W

“With so much money at stake, it is little wonder
that self-interest occasionally overwhelms
jucgment., Nowhere was this more evident than in
the serfous allegations of fraucdulent bidding
practices that were made in connection with the
Direct Weatherization component of ZIP. The
substance of these 27%legations (which is not at
issue in these proceedings) is almost less
important than the fact that the allegations were
mede. Allegations like %nhese speak ioudly and
eloguenstly to the fact that there may be just ©00
mUuch money out there - ratepayer money - and %00
few controls on it to prevent any unseemly and
ungignified scramble for a piece of the pie,.."
(Footnote omitted.)
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. On the basis of the "scramble” which was evident on this
recor'd,4 staf’ suggests that the Commission “"may have 0 rethink
its commitment to utility sponsorec and ratepayer funded conservation
financing programs.”

TURN did not present evidence Hut its representative made
an opening statement in which he expressed concern about increasing
rates of the nonparticipant. He said that for ZIP loans, some
interest, though less than the market rate, should be charged, which
possidbly could defray expenses and therefore increase ¢ost-
effectiveness. PGEE and Pacific Power and Light (PPEL) are the only
utilities with 2 zero interest Toan plan. Southern California Gas
Company (SoCaiGas), Southern Californie Edison, San Diego Gas &
Electric Company (SDG&EE), Southwest Gas, and Sierr2 Pacific Power
offer 8% loans. In the current PPAL application, staff and PPAL
propose replacing zero interest with 8% interest financing.
Discussien

We view the ZIP anc¢ RCS pregrams as temporary and
institutionalized. In one of our earlier PGEE cecisions on
subject, we selected 2 termination date for ZIP of December
1986, (0.92653 dated January 28, 1981 mimeo. p. 99.) wWe have
selected no date for RCS because at present the program is federally
mandated and CZC, net this Commission, manages the California State

Plan. However, we ask parties %o address a termination cate for the

¢ 1n addition %o various complaints by insulation industry
representatives and c¢ontractors, there is the {issue of whether local
organizations should be given the primary function of penesrating
"target" groups for RCS audits (cdiscussed in more deveil
subsequenztly). The Commission astributes no improper motive T0 those
acvocating such a change; nevertheless, staff correctly points out

that contracts, anc therefore financial support for sugh groupss, is
involved.

- 22 -
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RCS program in the next offset proceeding. 1In addition, we ask
parties to explore in the next RCS proceeding the most cost-effective
audit for use in the remaining years of the program. We expect PG4C
to develop the Class B “do-it-yourself® type aucdit t0 reduce program
cosTs.

We agree with staff that cduring the lives of the programs,
it is imperative to maintain proper fiscal controls and keep
administrative costs to a minimum, After 1982, for example, the
incremental and per capita agministrative costs of reaching the
remainder of those who could benefit from the programs, and
convincing them that they should participate, could accelerate.
While PGEE's cost-effectiveness development is appropriate for this
record, it is not (and does not purport to be) a prediction that the
same results will be obdbtained for 1985 or 1986.

Therefore,our focus in this decision is to control rather
than to expand programs. Balancing cost-effectiveness to the utility
and society against non-cost-effectiveness to nonparticipants
requires this.

The funding levels found reasonable in this decision are
the maximum Jevels t0 be authorized for 1984. PGE&E may propose
transfer of funds between programs, ¢o maximize efficient use of
available funds, or discontinuance or curtaiiment of programs and
reductions in funding. (There is a possible exception because of
contingent {ncome tax liadility. See subsequent cdiscussion.)

Further in an effort to understand the effect 0f the
programs more fully, we will require future applications to be filed
containing information in consistent content and form. Mych
difficuity was encountered during hearings because in some instances
recorded information was not presented in 2 form allowing it to be

I w -

readily compared with estimates for the same subject, or the same
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program. Community Qutreach, for example, was presented in different
Tinancial contexts on different exhibit pages with apparently
conflicting information.

We will make the order in this decision effective through
June 30, 1885. This was proposed during the hearings by the ALJ, %0
avoid the prodlem of processing another dec¢ision on this subject
during the enc of the calendar year, when Commission agendas are
heavy. NoO party objected, although PGEE noted in its brief that if
such 2 period is used (the period is 12 months counting from the
vbeginning of 1984, the test year) it should be allowed to file an
advice Tetter for the final six months. We will permit such 2

filing; however, the advice Tetter should address only the most
essential items.

I11. ZIP EXPENDITURES AND PROGRAMS

Introduction

-

The following changes have been proposed for ZIP in 1684:

Add a rebate option to the existing loan
nrogram,

Set specific limits for financing and rebates
for each ZIP measure.

“Decouple” the Big Six conservation
measures.

Expand eligidility criteria and increase the
minor home repair Timit for DW.

Mocify procecdures fcr ZIP loans over $5,000
for multiunit dwellings.

Create a method to 2add or delete Z1P measures
based on cost-effectiveness criteria.

The rebate option is the most significant addition in dollars.
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Expenses and Carrying Costs

PGAZ wishes to raise ZIP administrative expenses Yrom i%ts
authorized 1983 level of 536,472,000 <o 553,66&,000.5 Staff's
various recommended adjustments lead it to recommend $48,641,119.
PG wishes to accomplish 203,000 installations in 1984, including
42,500 rebates (2 new category), 127,500 loans, and 33,000 c¢irect
weatherizations. Staff witness Morse said that this is a2 “moderate"
increase in projected goals over 1983's 180,000, but it “"carries 2
large proposed increase in cost.” (Exh. 37, p. 2.)

The staff witness recommended that PG&E's 1P budget for
1984 shoulg be based largely on 1983 recorded expenses, 2djusted for
inflazion at 5.5% for labor and 5.3% for nonlabor expenses. The
escalation rates are taken from PG&E's 1984 general rate increase
zpplicaztion. ‘

PG&E asserts that its overall adminisesrative expenses were
reasonable, and while some items ran over budget, others were below
budgeted figures, The company criticizes staff's recommencations for
proposing disallowances of administrative expenses in the
overexpended areas while giviang no credis for items under budget. At
she same time, PG&E points out, staff recommends allowing PGic ¢
sransfer funds among proérams where eipense levels warrant.

Staff notes that we adopted PGEE's own sroposed 1983 goals
and budget in D.83-04-015 and warned PGLE ©o meet its goals within
budget. Specific s+aff recommendations for trimming expenses include:

1. No funding increase for the employee
‘ncentive program on the ground that the
rebate program (discussed hereafter) will
eliminate the need To expand advertising of
ZipP.

5 As previously indicated, the aceual 1982 expenditure exceeded

what was authorized. For brevity we will compare the 1683 authoerized
amounts with the requested funding, except 2as noted. See Txh. 29,
reprinted earlier in this decision, for a breakdown of administrative
cost categories.

- 25 -




A.83-08-65, A.83-08-66 ALJI/vd1/jv ALT/COM/LMG

2. Increase funds for Stockton Training Center
oniy to account for 19284 inflation.

3. Reduce debt service estimate from $18.1
million %o S17.5 million.

4. Decrease the rebate program by $£00,000.

PGEE 1is critical of these proposed cuts on the basis that
staff made no detajled budgetary analysis, and regarding the list of
specifics, comments:

1. For 1983 <he employee incentive program was

only in effect for six months. There is
actually no expansion in funding.

2. Stockton Training Center will bDe used in 1984
not only t¢ train RCS and ZIP inspectors byt
21s0 DW contractors, outreach personnel, and
personnel for multiunit dweilvng audits and
wedtherization,

Staff's rebate program decrease occurred
during testimony with an inadequate
explanation of it.

Staff's recommendation regarding reduction of
debt service concerns PGEE's announced
intention to adopt 2 new data processing
system and reduce personnel but the system is
not in place yet and there will likely be no
cost reduction during changeover.

Qur overall objective is to closely control growth in total
expenditures during the remaining 1ife of ZIP while achieving maximum
energy conservation. Qur geal, based on this record, is to establish
a maximum ZIP budget. It is, therefore, anpropriate '
to select 2 ceiling for the ZIP budget. We will acdopt the staff's
total of $48,641,119 as 2 reasonable ceiling, allowing for current
inflation for 1984 and we expect PGEE toO meet i¥ not exceed its
program goals.

We expect PG&E to adopt cost contrel measures which will
obviate, or at least minimize, program curt2ilments. Qur staff is
directed to monitor PG&C's activities in this effort through the
required monthly reports.
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®

Within the approved budget, PG&E will be given some ¥reecom
to transfer funds from one category to the other (within ZIP, not
between ZIP and RCS) without an advice letter filing or any order of
the Commission. HMowever, PG&E'S own estimated 1984 budgets for
Community OQutreach and the Stocktoen Trajining Center shall be the
maximums permitted without an advice letter filing fully justifying
such in¢reases and¢ setting forth in detail from what program areas
(or administrative cost areas) funds are to be transferred.s These
maximums are necessary because the record indicates consicerable
public pressure on PG&E %o expand these areas continually.

We will apply the same stricture to the rebate program,
which is new and whie¢h should be tested under the limit of PGEL's own
proposed budget before expansion is permitied, and €0 loan costs,
which should be carefully controlled,

We will establish our only “floor," for DW, 2%t the Tevel of
PG4E'S own estimate for 1984 ($23.1 million). This is a vital
program that should continue 2t its present pace decause for those
Tow-income persons eligible, there is no commercial alterna%tive.
Rebates -

PGGE recommends the addition of a rebate componen:t to the
Z1P program., The purpose of the program s t0 allow customers who
install specified energy conservation measures for cash t0 seek
rebates under 2 specified schedule, thus equalizing benefits between
cash and loan customers.

Staff agrees with the concept because it could reduce loan
costs (assuming fewer people apply for loans because some can now
select cash payment and still benefit under the program).

S The schedule for the advice letter ¥iling is discussed later in
this decision.
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There is minor disagreement over the rebate schecdule, and
staff has added some conditions. PG&E states its limits are based on
cost-effectiveness while staff's are not the result 0Ff 2 study.

Staff stresses simplicity for inspectors and as much uniformity as
possibie between PG&E, SoCalGas, and SDGEE.

We agree with the staff development and adopt its version,
with the exception of the requirement that customers muset submis
original receipts to receive the rebaze, since this requirement
appears to be in conflict with energy tax ¢credit regulations.

The rebate amounts and conditions adopted appear in Table
11, Exh. 37, which is reprinted on the following page. Adoption of
this table also disposes of the minor prodblem raised by the staff of
how 0 deal with pre-existing insulation levels. The table
incorporates a “diminishing incentive" concept for adding %o existing
R-11 dnsuiation, and no additional incentive for any addition over
R-15.
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"Decoupling the 8i¢g Six*

The Big Six conservation measures are the following: attic
insulation, caulking, weatherstripping, duct insulation, water heater
blanket, and low-flow showerheads. At present, under D.92891, a
customer must have all six measures installed to be eligible for a
ZIP loan to insure maximum cost-effectiveness %0 participants, the
utility, and society.

PGEE's witness Dickenson took the position that decoupling
is equitadble because in some instances, audits have shown some
measures, most frequently caulking and weatherstripping, to have
paybacks greater than their natural lives, and "Auditors then must
explain why customers are required t0 install some non-cost-effective
measures to obtain a ZIP loan.” The result 15 that some customers
choose to do nothing. Dickenson therefore proposed:

1. Financing each ZIP measure independently,
subject to a $150 minimum loan amount (S60
for rebates).

2. Financing each ZIP measure only up to the
‘generic financing limits acopted by the
Commission.

3. Continuing the current pr;audit requirement
for “Second Six" measures’ consistent wit
state tax credit requirement.

Staff supports the present Commission position, challenging
PGAE's cost-effectiveness data as inherently improdable because they
are based on assumptions from a model.

It shouid be noted that the audit situation cescribed by
Dickenson occurs only upon a request Tor a PG&E audit. IT a customer
simply called for 2 contractor 0 come %0 the house and es<imate a

7 “Second Six" measures were: $torm windows and doors, clock
thermostats, lighting conversions, intermittent ignition devices,
wall insulation, and floor insulation. Now, however, wall fasulation
requires no RCS audit and floor insulation does not regquire an audise
for electrically heated dwellings.

- 20 -
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ceiling insulation job, the contractor would have to inform the
customer that the Big Six installation must be made %o qualify for
the instaliation under ZIP. If the Big Six are installed, the
contractor need only wait for a PG&E audit when the customer seeks
IIP financing for one or more “"Second Six" measures,

In D.283-03-039 dated March 16, 1983 (SoCalGas's
A.82-09+18) we ruled that there would be no decoupling for the loan
program but that partial decoupling would be allowed for redates. We
noted the concerns of Insulation Contractors Association (ICA) that
while loans may be carried for 100 months, rebates require that the
consumer undertake an up-front cash transaction in anticipation of 2
credit, and that a full Big Six restriction on the rebate program
would Tikely reduce customer response by requiring more cash at one
time. We also noted the effectiveness of attic insulation compared
to other measures. The result of our 2analysis was adoption of 2
rebate program requirement that attic insulation plus any two of the
other Big Six measures must be fnstalled to estadblish eligidility.

We believe the approach adopted in that decision Teads to
reasonable flexibility and recognizes the differences between 2a Joan
program and a rebate program, and will adopt it here.8 The 81¢ Six
requirement should remain for loans, %o discourage multiple loan
applications and associated upward pressure on administrative ¢0sts
of the loan program. Partial decoupling for rebates may 2also resuls
in a preference for redates among some customers, which we believe
desirable since total loan costs may be reduced.

8 The same decoupling will be authorized for mobile homes. See
discussion under that heading. Qur ordering paragraph recognizes
roof construction differences and eliminates the atsic insulation
requirement in some cases. The order also recognizes that R=-11
insulation was often used as a standard through 1977.

- 31 -
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.Financing Limits for Loans

In D.92978, we required PG&E to monitor bDids submitted to
it for financing and to require that an additienal Did be obtained by
a customer when 2 bid is not within the reasonabdble range known to
PG&E 2t the time. Both PG&EE and the staff faver replacing the
procedure with generic financing limits.

PG&E derived its 1imits from cost-effectiveness
calculations performed in over 10,000 audits and the average market
price per measure. Staff witness Grove testified he Delieves PGEE's
limits to be for the most part appropriate but made changes %20
effectuate compatibility with the SoCal Gas program.

PG&E is critical of the changes as heing empirical and on
.the ground that there is no purpose to statewide uniformity.

Contractors generally oppose generic limits.

There is no substantial difference detween the Timits
suggested. We adopt the staff's proposed limits because they are
easier to apply and we agree with the staff on simplicity as a goal.

. Regarding the contractors' objections, we recognize that
generic limits decrease flexibility, but we are quite concerned adout
growing administrative costs, and the impact on cost-effectiveness
(and, therefore, on our willingness to continue the programs). We
believe adoption of generic limits is a step toward lowering those
costs.

The staff's analysis and recommendations, which we adoopt,
are printed on the page which follows.
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Caulking - : 60 45 30 Lin Ft, 20 Lin Ft,
Weathecetripping ; 50 30 JO Lin Fe, 20 Lin Ft,
Water lleater Wrap {each) 254/ T R-6 or Greater Sana
act Wrap 100 504 25 Lin Fe, , . Sane
1lnu~Flow Showarheads (esch) 10d/ - 104/ Uctilty Approved Sara -
Hall Insulation 900 300 R-1} 400 Sq.Pt, R-11 150 Sq.Ft
Audlt Required For Tax Credit '
Floor Tnaulattond y 600 300 R-11 600 Sq.Fe. 2 R-11 400 sq.re. Y/
Stora Hiandows (per 8gq, ft.)-—- $5.00’8 cfl. S’I.OO [, nft. . : .
. up to $1000 liaft up to $400 lmit R
- Storm Doora (per daor) : 35 30 T
Clock Thuermostats 100 100 : T
Lighting Converslona - 60 25
11D Retvofie 230 250

FOOTNOTEST

I/ All products amst have a threo yeor materlals warranty - one year warranty on'all labor, wall tnsulation

T wmuet fncluds a threa year labor warranty ass well, : S

2/ Actle insulatlon must mect exlatlng Flnnncing llalty for K-value (l.e, 48 cents - 52 centsf$q. Ft. for R-19):
Hall fasnlation it 3s 80 centw/Sq. Ft, for R-11 ur greater Floor lasulstlen linit fe 30 cents/Sq, Ft, for
R-11 or greater, Cuatomer munt add mlnlmus requlred K-value to the exlsting Insulation In ordar to recelve
the loun, Only multi-famlly unlta under the attic anre ellgible for the attic Insulation rebate. Ouly
the ground floor units ave eligible for the flour fuuutation rcebate, On aingle-faully lones under 600
Sq.Ft, prorated loan wlil be glven (1.e., & custonmer with 400 uq.ft, of exfsting R-0 would receive a $600
loan 400/600 Sq.ft, x $900), ‘ o

3/ Hust meet atnimun standarde set by the utidiey which lnelnde R-value, type of materials allowed and varranty
requirencants. For all fastallatlons the actual caont 1verlf1ed by orlginal vecelpt) up to a Lltmit of $5.00 -
per squara foot will ba alloved far elngle-faully or $4.00 per aquare foot for multl-fanily windowa, The

SWI/WCO/TT ¢

$1000 and $400 flnancing llalts for loana are rcasvnable, R
4/ Ho loan allovwed where weadures wecse already provided frec of charge Ly the utilluy,
5/ Ho audit cequiced where electrle realotance heat v used, i
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Deletion or Addition of Measures

PG&E proposes to add or discontinue ZIP conservation
measyres 2as cost-effectiveness is examined. taff agrees, provided
six=month intervals are 2llowed. The advice letter filing provided
by this decision shall be used for this purpose. We agree that ZIP
should be flexible yet recognize our own staffing limitations and
potential for confusion among program participants.

1f, however, an existing ZIP measure proves obviously non-
cost-effective and should be curtailed, PG&E may request a change
through an advice letter filing.

Inspection of Work

Currently PG&E inspects all OW installations and 20% of ZIP
installations, except for those contractors who have more than 10% of
their jobs found unsatisfactory, in which case the inspection rate is
increased until the 90% pass rate is achieved. '

Staff is not satisfied with a 90% pass rate on safety
related failures (for example, covering a recessed 1ight fixture with
insulation or packing insulation against 2 furnace flue). Staff
proposes an increase from 20% to 100% for ZIP installations when
there are such safety related failures., At the same time, staff also
recommends a reduction in DW inspections %o the same Tevel as for ZiP.

PGSE Dbelieves the program change will raise administrative
costs out of proportion to any public benefit, In PGEE's opinion,
there are insufficient fajlures to require the change.

Apparently PG&E misunderstood the staff recommendation 2s
requiring the higher level for safety related failures without the
traceoff in a lTower DW inspection level., This tradeoff should
obviate any pronounced change in ¢costs. A higher level of safety
related inspections was adopted for SDG&E in Resolution £C-29, issued
April 18, 1984. We believe safety problems should receive priority
and will adopt the requirements of that program for PG&E.




A.83-08-65, A.83-08-66 ALJI/jt/vel/iv ALT/COM/LMG

. Staff also proposed that contractors be required to
complete and post 2 tag certifying their work. PGAE, on brief,
states it has no objection but notes that staff did not review its
proposal with any contractors.

There is insufficient evidence on the record to conclude
that this propoesal will provide additional protection for the buyer.
At this time we reject the recommendation. Staff may renew this idea
in the future upon 2 more complete presentation that there is 2

public benefit and it will not add to program cos%s.
Credit Standards

PGEE originally raised the issue of how 0 account for bad
debts by proposing to change the formula to account for them. This
led to a2 complex disputé between PGEE and the staff, the result of
which was withdrawal of the request.

Staff 27s0 injected the issue of whether credit standards
should be toughened %0 reduce bad debt 1¢osses. The bad debdt
chargeoff ratio runs at about 4 1/2%. (See “ZIP Carrying Costs"” in
table of administrative expenses on page 4.)

D.92653 required PG&E 20 adopt Tiberal credit standards, %o
penetrate such population segments as retirement-age persons and none-
English speaking persons. The requirements are that an applicant
must have been a customer of PG&E for the preceding 12 months and
during those months shall not have received more than three 2i4-hoyr

notices or have been shut off. These requisites were approved in
0.93%981.

PG&E points out on brief that without adopting a whole new
system or raising administrative costs, the Commission could simply
reduce the number of 24-hour notices permissible during the preceding
year. (PG&E did not advocate this but presented it as a method
should the Commission wish slightly higher standards.)
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. We believe it advisable to achieve some reduction in
carrying costs and will order PGXE to reduce from three %0 one the
maximum number of 24-hour notices acceptable for the preceding year,
A 24-hour notice is the last resor:s before shutoff, and is preceded
by overdue bil11 notices.

We believe this change in credit requirements disposes of

the "bad debt write-off" issue raised by the staff and no separate
discussion is necessary.

Collection Agency Fees

Also related to control of loan costs is staff's
recommendation that PGEE reduce the fees paid to collection
agencies. We see no need for a specific order at this time, 2Tthough

we expect PGE&T to xeep these costs to a2 minimum.
Two-Loan Limit

PGSE proposes the elimination of a requirement from D.§2652
limiting a participant to two loans. The company states that ‘its
purpose has been to minimize Toan processing costs, and %o conform 4o
“Big §ix" and “Second Six" groupings, and asserts that the rebdate
program (which we are adopting) and decoupling (which we are
partia?iy adopting) will eliminate the value of the two-loan limit.
PG&E proposes 2 $150 million loan Timit instead, which it believes
will assure cost-effectiveness.

Staff opposes the move and argues PGEE's admitted purpose
of dropping the limit is to make marketing of ZIP loans easier, which
would occur since PGAE's own studies show that the easiest persons to
whom conservation services can be sold are those who have already
committed themselves to conservation programs and ideas. The staff
brief summarizes:

"...the problem with eliminating

the two loan limit: it might diminish the
breadth of ZIP penetration. [Emphasis added.]
As staff has indicated, the purpose of the ¢two
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loan limit is to encourage people to install as
many cost-effective conservation measures as
possible for each ZIP loan. 1In addition, if the
rebate program is approved 2as expected, customers
who have 2already taken out two ZIP loans would
still be eligible for 2 utility rebate.

Moreover, there is the danger that elimination of
the two loan Timit would make program evaluation
more difficult: there could bde significant
double counting in ZIP-related reports if the two
lToan 1imit was abandoned.”

While we believe PG&E could »srodadly devise procedures %0
control double-counting, we agree with the staff's point about
program "breadth.“ Since the funds for the various programs
originate with millions of ratepayers, those programs should be
designed to allow the greatest number of ratepayers %to take adantage
of them. PG&E's proposal is rejected.

Assumability of Loans Over $5,000 )

PG&E recommends that ZIP loans over $5,000 be made
assumable by a new owner when property is sold, to increase market
ability of multiunit ZIP loans. PGEE's brief summarizes staff
arguments against the recommendation as follows:

1. No guarantees for renters.
2. More administrative costs for PG&E.

3. The Commission may have differing policies on
solar and Z1IP,

4, Customers with To02ans under $5,000 would feel
dis¢riminated against.

The brief answers these arguments 2as follows:

1. There are no guarantees for renters in any
event,

2. There have been only 261 ZIP loans issued for
over 85,000, so that any additional
administrative costs will bde small.

A similar recommendation is pending in the
solar program.
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' 4, Customers with Toans less than 85,000 are
currently advantaged in that they have no
security or lien requirement,

Actually, staff's arguments, aside from administrative

costs, G0 deeper than that. Staff's brief reviews the problem as
follows:

"Under current practice, 21P indedtedness is
expected to be repaid from the proceeds of the
sale when property is transferred. It may be
that multi-unit dwelling (MUD) owners would find

T easier to sell or transfer property with the
assumadle feature. But a ZIP weatherized
building should be its own selling point. The
goal is to produce weatherized dwelling units,
not attractively leveraged debt structures which
might enhance an apartment building's
attractiveness to investors. What's more,
keeping the existing orocedures as they are
permits the repaid principal of the ZIP loan %0
De used for other [lr participants., (tmpnasis
added.)

We agree with the staff and reject the proposal.
Blower Door Test Program

Stayf witness Grove proposed that PG&E test blower door
technology to determine if identifying sources of 2ir infiltration in
homes can be cost-effective. On cross-examination, PG&E introduced a
study by Lawrence Berkeley Laboratory (Exh. 41) which concluded this
testing did not lead to any significant difference in energy saving.

There is insufficient positive information for us to adopt
the staff recommendation, We also note that the cost of the program
is roughly estimated by PG&E at $750,000 but that staff did not
augment its recommended budget by any amount for it. If staff (or
any party) proposes new programs, their ¢ost should be estimated and

allowed for, and their impact on cost-effectiveness should be
evaluated.
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. We would be interested in the benefits of Dlower door
technology for mobile homes, therefore, we ask parties t0 explore
this measure in greater detail in the next proceeding.

Direct Weatherization Goals

PGandt proposes to weatherize 33,000 dwelling units in 1984
at a cost of $23,107,000 through the DW component. Staff agrees with
PGandE's goals and budget, but argues that some budget items should
be reallocated. PGandt requests flexibility to make changes it deems
necessary %o meet the overall goal within the overall budget. PGandE
accepts staff's proposed reallocations on the condition that the
Commission grants PG&E flexibility to reallocate dollars within
budgets in order t0 meet the overall goals. Staff argued in this
proceeding that PGandt should have flexidility to shift dollars
between programs if necessary t0 meet goals.

We agree and our order will provide for this fTexibi1ity.
Mobile Home and Single FahiXy Rental Participation in OW

PG&E proposed in Application 83-08~65 to expand eligidility
for the DOW component of ZIP to include low income occupants of mobile
homes and low income renters of single family dwellings.

North Coast Energy Services (North Coast) presented
testimony from mobile home owners concerning the value of DW. Norzh
Coast, Cal/Neva, staff and PG&E all support this recommendation., We
agree and will order that mobile homes be eligidle for DW.

We will also approve the inclusion of renters of single
family dwellings in the DW program. No protest was received
regarding this recommendation. However, we will not include renters
of multi-unit dwellings in the DW component of ZIP at this time.

PG&E presented concerns that program participants would not bdenefit
from participation in DW since the landlord of a multi-unit building
could recognize the units's increased value by raising the rent after
installation, thus forcing the participating tenant to “pay" for the
improvemensts, or to vacate the unit and make way for another
(nonparticipating) tenant at the higher rent.
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. PGEE 2also foresees landlords of multi-family dwellings with
eligible tenants, motivated by the goal of increasing the value of
their properties at no cost to themselves, rushing to sign tenants up
for the program and exhausting it.

Staf?T requests 2 study and report on %the subject 60 days
after this decision, for possible acditions to the 1985 program. We
believe extending the DW to include multi-family buildings is
unadvisable due to potential program abuses. We will not, therefore,
require PG&E to submit the report requested by staff.

Mobile Homes and ZIP

The proposal discussed above was limited to DW. PGEE
currently has placed a moratorium on financing of mobile home roof
insulation. Staff witness Grove reviews the problem as follows:

“Currently there 2are two basic methods of
insylating mobile homes. The first is to cover
the roof with a rigid polystyrene bdoard covered
with a skin of aluminum. This method often costs
$1.50 or more per square foot for 2 typical

0 mobile home. This method of insulating a mobile

‘ home roof is expensive because it is labor
intensive,

“The second method of insulating a mobile home
roof is to attempt to fill the spaces between the
ceiling and the roof with 2 blown material such
as cellulose or fiberglass. This technique is
2lso labor intensive because it requires 1ifting
the roof, or drilling holes in the roof or around
its perimeter somewhat as is done in {installing
wall dinsulation. ¢ is often ¢ifficult to verify
whether the blown material has been properly
installed to cover all of the "attic", because
mobile home roofs contain cross-members which may
dlock the flow of the insulation material being
blown in. The problem of inspecting Slown
insulation, as well as complaints of material
lTeaking into the interior [an¢] deforming the
ceiling, have contributed to PG&E'S decision %o
place a moratorium on the financing of mobile
home roof insulation.”
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PG3E did not propose 1ifting the moratorium, Staff agrees
that current insulating methods are not cost-effective and cencurs
with PG&E's position. Staff's Exhidbit 27 (p. &48) states that PGEE
and the staff will continue to investigate new methods and report %o
the Commission on any safe, reliable, and cost-effective innovation.

We agree that the moratorium should remain and certainly
encourage PG&EZ and the staff to keep us up t0 date on developnments.

PG&E should continue to investigate the most cost-effective methods
of weatherizing mobile homes.
Minor Home Repair Limit

PGAE wishes to raise the maximum allowance for minor honme
repairs associated with weatherization from $200 to S400. PGEE's
evidence showed that from 10% to 15% of targeted low-income homes
could not be weatherized because needed repair work exceeded the $200
limit. Approximately 5% to 7% of eligidble customers need such
repairs.

Staff witness Grove opposed the change because his
discussion with contractors convinced him problems would resulz.
However, nhe also raised the issue of whether the program should
Subsidiie home repairs, even if the customers are Tow income.

Cal/Neva opposes the raise because apparently PGEE did not
include any augmentation of funds for i%t in its budget for
weatherization contracts, and therefore the increase would reduce the
number of units that can be weatherized.

We agree that the $200 1imit should remain for the reason
mentioned by Cal/Neva. Additionally, while we are anxious to
encourage Jow-income persons to take adantage of the program, there
should be a strict Timit on the additional subdsidy necessary to
perform minor home repairs as a prerequisite to installing

conservation measures. After that limit, the owner or occupant
should share the cost.
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Also, as we commented regarding the staff's analysis of the
proposed dlower-door test, the proponent of a new program should
present 2 budgetary analysis of it. This was not done,

Three-8id Recuirement

This issue engendered much discussion from various parties
and vigorous opposition from interested-party contractors and
contractor associations.

PGEE proposes {(with staff support) 2 three-bid requirement
for multi-unit ZIP loan applications of over $5,000. The owner would
be required to choose between the two lowest bids.

PG&E cited "abuses" without deing specific. The ALJ asked
PGLE's witness Dickenson to elaborate,. Dickenson ¢ited a newspaper
advertisement placed by a contractor offering to split the profit
with multi-unit JTandlords. He also said that 2 search of PG&E -
records had turned up some out-0f-Jine costs on jobs performed.

(Tr. 564-566.)

Insulation Contractors Association (ICA) representative
Skip Daum asked why such matters could not be taken care of by
suspending such contractors from the program. Dickenson repliied that
it mighﬁ Tead to “"subjective" decisions. (Tr. 567.)

At one point in the proceeding, ICA suggested “banding”
1imits but that proposal was withdrawn, In this regard, PG&E points
out that there is no workable alternative now before us, and, in any
event, Dickenson testified that the number of contracts affected
would be small. As of Qctober 5, 1983, there were 261 contracts of
$5,000 or over. (Tr. 558.)

ICA maintains that no widespread abuses are a matter of
record, and that a disincentive is created. Contractors testified
concerning this latter point, which amounts to the following prodlem:
contractor A spends time and effort soliciting insulation work under
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.the program, Jines up a customer, spends further time and energy, and

puts a bid together. Then Decause of the three-bid requirement,
another contractor {(or two contractors) whose overhead is lower
because of less inclination t0 do the spacework o7 selling the
program, undercuts the did. Thus the contractors who have been most
conscientiously promoting the program do not get the work, and give
up.

Daum, cross-examined on this problem, conceded that there
could be some evening-out in the long run since the same contractor
would not always be first in line (or could even avoid being first in
line some of the time). He also stated, "...among landlords
themselves, if a landlord is satisfied with the job, he then refers
that contractor to a friend of his who may 2lso be a landlord.”

(Tr. 736.)

On brief, PG&E argues that the very existence of ZIP gives
contractors an advantage in the multi-unit market,

Acknowledging the imperfections in any bidding system, we
believe acoption of PG&E's recommendation is essential to safeguard
ratepayer-generated funds which finance ZIP. While there may De
instances of unfair undercutting, landlords also want reasonadble
quality and fﬁeedom from headaches and tenant complaints that resuls
from a poor job. Since either of the two lowest bids may be

accepted, quality plays a part in the system and this should minimize
unreasonabdle undercutting,

The Contract with Cal/Neva

Some private contractors are dissatisfied with the OW
contract between PG&L and-Cal/Neva. They claim that because
Cal/Neva's board is comprised of officials appointed by pudlic
agencies, these persons unfairly and categorically favor awarding DW
performance contracts to public bidders, and private contractors are
shut out of the most lucrative dids.
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At the outset it is important for the interested parties
and witnesses registering such complaints to understand our
Jurisdiction, which extends to the regulation of PG&E but not to
Cal/Neva. We can (if it is in the public interest) require
modification of the Cal/Neva-PG&E contract. We cannot adjudicate
individual disputes between Cal/Neva and any contractor, nor can we
directly regulate the practices of Cal/Neva. The evidence and
argument offered should be examined in that light.

Cal/Neva is an association of directors of 45 community
agencies in California and Nevada, which provide services Lo <he
poor. A community action agency is designated by a county board of
supervisors or a ¢ity council, under the federal tconomie Opportunity
Act of 1964. Some community action agencies have operated
weatherization programs for low-income persons since 1975.

PGAE contracted with CS]/Neva to provide DW services in
1983 and again in 1684, PG3E considers the contractual arrangement
("primary contract") %0 be highly successful, because 1923 DW results
exceeded goals while finishing under budget. PG&E notes on bSrief
that the staff commented on Cal/Neva's low administration costs,
quality controls, and efficient record-keeping.9

According to the testimony of Gordon Ryan, Director of
Cal/Neva's DW project, Cal/Neva prepared a “"request for proposals™
for DW work and distributed it to the following on November 1,
1683:

Each contractor who had written or otherwise
requested t0 be sent 2a request for
proposals.

ATl existing Cal/Neva contractors.
The Contractors State Licensing board.

9 Ex. 37, p. 73 (staff ZIP exhidit). On brief, staff took no

direct position on the allegations of some parties concerning
Cal/Neva's practices, though the drief commented that injection of
such issues appears to be self-motivated by those who did not get the
majority of business.
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The Insulation Contractors Association, for
distribution to their members.

A1l PG&E divisions for distribution %0
private, or profic, contractors.

A1l organizations currently uncer contracet
with the State Qffice of fZconomic Opportunity
t0 perform low income weatherization within
PGAE's service area.

(See also generally on Cal/Neva's practices, Tr. 747-756.)

After distribution, two "bidders conferences® were held on
November 14 and 15, 1983, in Sacramento, and a third was held later
at the request 0 PGEC and some contractors. These were for the
purpsose of reviewing the request for proposals and answering
questions.

Proposals were evaluated dy 2 team of five members from a
consulting organization and two members of the Cal/Neva staff. " (No
members of the Cal/Neva OW board were 1nc1uded.)1° A point system
weighed equally three factors: organizational capability, marketing
plan, and cost. Contracts were then awarded after some negotiation
over number of units to be completed, to 2accommocdate certain changes
in PG&E's goals. Additionally, some highest-ranked bidders with
prices above established maximums were recommended for contracts
contingent upon reduction in price.

The testimony concluces with the statement: “2oard members
abstained from voting on their own or competing proposals.”
(Exhibits 15 and 16 show that the 1984 (Cal/Neva DW board consists of
twelve persons, including +two PG&E representatives and six whose
community organization was awarded DW contracts for 1982-1983.)

Daum of ICA believes that the procecdures do not adequately
inform losing bidders of the selection process. For example, Ryan
testified that while losers were contacted and the selection systenm

10 The weatherization doard and Cal/Neva's board of directors are
. separate. The weatherization board awards DW contracts.

- 45 -
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was explained, details of successful bids were not disclosed, in the
belief that this would discourage future bidding since some methods
of estimating are deemed by the bdidders 0 be proprietary.

Daum 2150 believes that 2pplication of <the noint system has
too many variables known only to Cal/Neva insiders, and that it is
too easily manipulated in favor of public organizations. The public,
in his view, would denefit by greater emphasis on the lowes: bid,
since the dollars in the program would go farther. Daum cites the
fact that while Cal/Neva claims 70% of the contracts go %0 private
contraciors, the percentage means little since the largest contracts
are usually placed with public organizations.

In this connection, Jim and Michele Sealy, contractors fronm
Oroville, point out that of 44 contracts awarded for 1983, 39 were
awarded to community organizatons. (The exact geographical area
covered by that statistic is unclear. Ryan testified that 12 of 45
contractors were prw‘vate.)11

On cross-examination it was shown that ICA was given the
opportunity to bid on the primary contract which was awarded 10
Cal/Neva, that ICA has been represented on the Cal/Neva
weatherization board, and that in the past, the ICA board
represantative participated in the did process and in the award of
contracts, It was further brought to our attention that a majority
of insulation contractors do not belong to ICA, and after the
conclusion of hearings we received numerous letters from persons
identifying themselves as private inmsulation contractors and
repudiating Daum's views.

11 The foregoing review does not include discussion of the charges
and countercharges concerning a2 bid of the Sealys. We have no
jurisdiction o0 rectify the alleged wrongs brought o0 our attention.
Evidence presented on the sudbject was, on both sides, undocumented
hearsay. We 2affirm the ALJ's rulings Timiting the extent of
presentations on this matter,
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. PG&E's brief urges us to remember the history of DW when
considering this evidence. It considers the particular reguest of
ICA on how the system should be changed as Tikely to destroy

financial accountability.

"DW was introduced because ZIP was not reaching
the Jow=-income market. (Decision 82-11-019,
Finding of Fact 1, p. 16: Tr. 582-583),
Initially, community=-based organizations (C80)
won the large:zt share of DW work because they had
demonstrated access to the low=-income community.
(Tr. 762). HWowever, already in 1982, some C30's
have been ouzdid by and replaced by private
contractors. (Tr. 751). The ICA admits that
anyone can bid for DW work., (Tr. §88).

"Basically, the private contractors want
authorization to do their own DW work wherever
they find an eligible customer (Tr., 90, 724),
with & recommendation that PGancE finance any
deal a contractor can obtain, with no protection
against fraud., (Tr. 589-991). However, the ICA
has done no analysis of how their proposal 0 let
private contractors do DW work would be

. integrated into the present structure, Nor has

ggé)submitted a proposal %o Cal/Neva. (Tr. 979-

"PGandt was authorized to begin the DW program in
Decision 82-11-019. Cal/Neva was selected, after
competitive bidding, to implement the program
because it would get the program going quack1y in
2 cost-effective manner.”

Discussion: No competent evidence on this record
establishes any impropriety on the part of PG&Z or Cal/Neva in
administering the DW program uncder the srimary contract. Interested
4parties apparently contend that even if the members of the DW board
refrain from conflict-of-interest voting, there is too great a chance
for back-scratching tradeoffs, but offer no competent evidence that
this has occurred. We cannot base our actions upon supposition and,
in 2ny case, we are c¢onvinced from a review 0f the evidence that
private contractors are not denied a reasonadle opportunity %0
participate, and that the system coes not waste ratepayer funds.
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We agree with PG&Z that it must consider target group
penetration as well as other factors when selecting a primary
contractor. With that fact and Cal/Neva's performance in mind, it is
¢lear that PGEZ properly exercised its discretion in awarding the
primary contract to Cal/Neva, 117 a consortium 0¥ private interesis
believes it can do even better, it should make a specific proposal <o
Cal/Neva or directly to PGAE. The Cal/Neva~PG&E contract is
nonex¢lusive,

It is in the pudblic interest, however, with as much
ratepayer money as is involved, to insure that appearances as well as
realities are such that confidence in the system is not undermined.
In this regard we are concerned 2bout Cal/Neva's practice of not
disclosing the winning 5id. We consider Ryan's assertion that this
would discourage bidding to be questionable, and neither Cal/Neva nor
PG&E presented 2ny contractor testimony to show that this would
occur. We will order reformation of the primary contract to require
such disclosure. This need not include disclosure of a contractor's
source of supplies, but only of the complete bid itself, as presented
to Cal/Neva, and only after the award is made.

Also, the record in this case is clear that, de facto,
there is no conflict~0f~interest voting by Cal/Neva's weatherization
board. We will expect Cal/Neva to continue its practice of voting
appropriately “o avoid conflict of interest. We will not, however,
require ammendment of the PG&E Cal/Neva contract in this regard.
Potential Income Tax Liabilities

PGEE's financial witness Thomas Bottor?? deveioped in his
prepared testimony that up to $29.2 million additional CFA rate
relief could be necessary if federal or state taxing authorities
impose certain additional tax liadilities on the OW and
weatherization rebate components of ZIP. On this basis PGEE requests
advice letter filing authority t¢o pass on to ratepayers such
additional costs 1¥ they arise.

PG&E may place its request for such additional funds in the
advice letter authorized by this decision, but this authorization
should not be construed as our present decision to grant the relief.

- 43 -
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Balancing Account

Bottor®f also proposes continuation of the CFA expense rate
balancing account because of the addition of the DW program and the
new rebate program,

Staff proposes its termination on %the basis of our
discussion in D.92652 to move eventually to conventional ratemaking
treatment of the expenses.

While we disfavor balancing accounts, we will allow %he CFA
balancing account to continue for the time being for the reasons
stated by PG&E's witness. taff may renew its recommendation in the
next proceeding of this type.

IV. RCS ISSUES

Introduction

There were fewer detailed disagreements between PGEE and
the staff concerning RCS program costs. Of chief concern to the
staff was its belief that “Class A" audits should be streamiined and
their costs reduced, and that total RCS audit goals should be reduced
because as of January 1, 1984, there was no longer an audis
requirement as a precondition t0 state tax credit for wall insulation
installation.

Community Network for Apprepriate Technologies (CNAT), a
community organization in Santa Rosa, made an extensive presentation
10 demonsirate that alternatives are neecded to the present RCS
program to achieve better coverage and better RCS results.
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PG&T has stated on brief that it intends to offer
"comparable services” to its customers after 19284 regardless of
whether federal law {is extended to require the program in later
years.

Without cdeciding the issue now, PG&Z and other parties must
understand that we are not committed to permanent ratepayer funding
of 2 nonmandatory RCS (or substitute) progranm. trictly as 2 common
sense measure decause of the tie-in between RCS and the marketing of
ZIP, the order in this decision will continue RCS financing for
1985. This will allow Congressional intention to be understood anc
will preclude any necessity for an application for RCS only at the
end of this year, and requests for emergency orders.

RCS Program Costs

According to the staff exhibit on RCS, PG&E essentially
achieved its RCS audit goals for 1983, However PGEE has failed %o
develop 2 low cost simplified audit. For 1984, it forecasts the
following demand for audits:

Audits Units

Walk=through (in conjunction with ZIiP) 13,000
RCS Class A 96,000
Multifamily (based on 2,450 complexes) 117,000

Total 226,000

Target Groups

Low=income 36,800
Seniors 41,100
Non-English speaking 2,700
Rental 32,700

Community Contacts 63,000

Staff's recommended goals are very similar, but staff
reduces the Class A audit goal to 9C,000 and¢ then adds 10,000 Class 3
audits.,

during a Class A audit, a PG&E specialist inspects 2 home,
reviews billing data, ancd uses computer-generated estimates to
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identify conservation mesures are effective if installed. Cost
estimates are provided on a contractor-retained and 2 do-it-yourself

The specialist will perform a2 walk-through audit instead of
a full Class A analysis, if the customer states 2 preference for it.
The customer does not receive a computerized audit in that case.

A Class B audit is a do-it-yoursel? project. The customer
completes entries in a booklet and mails it %0 PG&E. PGAE returns 2
computerized analysis to the customer, explaining what measures are
cost-effective,

Under federal law, the customer must be furnished a Class A
audit if it is requested. PGAE criticizes staff's reduced Class A
goal on this bdasis.

taff witness Grove pointec out the following factors

leading him to conclude that PG&L's 1984 budget for audits should bde
reduced:

Wall insulation no longer regquires an RCS
avdit to qualify for 2 state tax credic.

That 9s also true of fl¢00r insulation for
electrically heated homes.

Thus, beginning with this year, an RCS audit
is only necessary for clock thermostats,
intermittent ignition cevices, storm windows,
storm doors, and floor insulation for gas-
heated dwellings.

4. PG&t has already audited over n2lf a million
dwellings, with 200,000 cwellings receiving 2
Class A 2udit by the end of 1983,

It was therefore the witness's opinion that RCS, and in
particular the Class A aucdit, is a declining program,

Further, staff points €0 PG&EZ’'s own announced attempts 0
streamline the audits and reduce per capita expenses. (This
simplification process does not include the multi-unit audit, which

12 pugitors also encourage ZIP participation. Staff has expressed
reservations over the use of RCS as a ZIP marketing tool.




A.83-08-65, A.83-08-66 ALJ/5t/val/jv ALT/COM/LMG

requires detailed analysis and 2 sophisticated computer suppore
program.) In spite of the announced steamlining, PG&E'S own estimate
for 2 Class A 2audit for 1984 is $108.12 against $99.34 for 1983, and
its predicted Class A audit total for 1984 s 56,000 compared to its
predicted total of 89,000 for 1983.

gecause there is 2 tie-in between RCS and ZIP (see, for
example, the Class A audit material in Zxh. 32) staff is concerned
that as time passes, the RCS Class A audit will be 0f more bdenefit 2s
a ZIP promotion tool than for ifs own sake,

PG&E denies thet there is any reduction in cemand for
Class A audits. 1%t also vigorously opposes 2 shift to the Class B
audit because it is not necessarily accurate and its energy savings
are less.

PG&E criticizes staff's proposed S75 as a target for
expense of 3 Class A audit &s not based on any actual study, and
points out that the staff witness could not identify line items 1in
the audit that he would specifically reduce or eliminate.

Discussion: We will accept the staff's 1984 RCS
budget, especially because of the state tax credit law changes
previously mentioned, which reduce the incentives t0 have the audit.
We also agree in principle with the staff that PG&EE should make every
effort to reduce the ¢ost of the audit and have placed a cap on the
Class A audit cost of $75. PG&E is expected to develop the
simplified or Class B audits. We note that Solal Gas has developed 2
Class B8 audit (certified by the CEC) to reduce program Costs.

We will also follow the general principle mentioned in our
discussion of ZIP and associated programs: that PG&E may use RCS
funding flexibly, but with its own recommended 1924 levels for the
Stockton Training Center and for Community Outreach 2as absolute
ceilings. We recognize that in view 0f overall budget restrictions,
PG&E may decide not to fund up to those maximums,
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’ We also adopt staff's recommendation of an estimated 90,000
Class A audits and 10,000 Class 3 audits. We ¢o not accept PGIE's
arguement that the Class B8 audit ¢annot compare with the Class A
since other utilities have developed simplified or Class 3 audits
which are certified by the CEC and provide satisfactory results and
reduce program costs. While these audits may bde less accurate, they
are c¢heaper., Staff estimates the cost of a Class 8 audit as 540,
which we adopt.

Staff's analysis and recommencded RCS acdjustment rate for
19856 are detailed in the tadble of staff-recommenced goals and
expend{tures and the comparison table which follow.
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PACITIC GAS AND ZIECIRIC COMPANY
' A. 83-08~06
RESIDENTIAL CONSERVATION SEZRVICZIS
TAZIE OF STAFF-RECOMMENDED
GOALS AND EXPENDITURES

ren/Tyoe o0f Audic Cost/Auédis Toxal Cost
A) () (§))

Class "A" Audics 80,000 $75 $6,750,000

Class "23" Audizs 10,000 $&0 400,000

1/ 2/
MUD Complex Audits 2,400 $7,072.50"

YUD units 117,000 $22 2,574,000

Sebrotal - - 9,724,000

Stockzon Training Center Tunds
transferred £rom 1984 general
rate case 257,000

Comuunitcy Qutreach Center Funds
transferred from 1984 genmeral
rate case 754,8G0

Total Recommended Expeandizure for 10,735,800

. 1/ Represents PG&Z's 1983 MUD Complex goals.

2/ An average cost 0f $22 per unit is the basis for this amouat.




FACIFIC GAS AND umglc aPAN

A, 83-03-
RESLURNT LA}, QUNSERVATICN S5V 1GES
TASLE OF PRONVSED AND KBOMUXDED RATYS
12 FONTKS ENDED DRCRMEER 31, 198%

Paciflc Gss & Elestric Company Staff Feodmamded
Propased Adjuatment Rate Adjusbmt Rate

Elactele Gas Flectrle
Depariornt Total Cepartnmt Departamt Total

3
Estimated (S Adalnistrative SM.G&?.C‘M $1,813,000 $16,682,000  §9,5%,875 $1,180,925 SIO.HS.S&'\JJ

ALt Qosts

Fatimatod RCS Whdercollection 1,339,000 1,128,000 2,457,000 1,339,000 1,128,000 2,467,000
as ot 12/31/3)

Eatrated Revenue R:qulmnlt 16,003,000 2,941,000 18,949,000 10,89),875 2,303,925 13,202,800
(Ltne 1 # Line 2

Provielan for Frawchice Fees 125,000 23,0 148,000 85,299 18,310 103,339
ad thoollectibles
(L.lne 3 x rate)
rote = 00733 for Gas
rate » 007193 fur Electric

Total Revanue Poquiverent 16,133,000 2,964,000 19,037,000 10,979,174 2,321,035 13,226,409
(line 3 + Line &)

Preeant RIS Rate 0.001¢&fth | 0.00006/h 2 — J[(0168/th . 0-00006/“;}1--.

tstimated Sales Subject to RGS 2,595,000 Fth™ 32,145,376 M~ .. 7,935,030 Heh™ 57,145,376 My <--

Estlnated Rewnues at Preeent 12,603,000 3,479,000 16,037,000 12,608,000 3,429,000 16,037,000
?ﬁnt?gex Line )

Eatizated Rewmive Increase 3,525,000 (465 ,000) 3,060,000  (1,623,826) (1,101,765  (2,79,%91)
(Ltne 5 - Line 8)

hvfosed RCS Rate 0.00212/th 0.,00005/k%h L0145/th L0041
(Line 5% Line 7

s Ao Y e .

1/ Bxclivdes sales to the City of Palo Alto, Southem Callfomla Gas Grpay, @' Hatlaral Corporation and Suutlarst Gas
T Corgorstion,

2 Exclules sales to the Leparimnt of Water Resairces.
3/ Fraon Tadle 4, lne 7, Column D,

«AL/TPA/EIYS . 99-80-28°V “§9-20-€2°V
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RCS Balancing Account

As with the accounting treatment for ZIP, the staff
recommends elimination of the RCS balancing account. PGEE has
proposed indefinite retention of 1t. PG&E cites the uncertainty in
the demand for audits.

“For example, if the program does terminate, there
could be a Tast-minute rush for audits. Without
a balancing account, PG&EE could not fund such 2
last-minuse cdemand. (Tr. 1160.) Similarly, if
demand unexpectedly dropped, any overcoliection
would be returned %20 the ratepayers, with
interest. (Tr. 1162.) taff's proposal protects
the ratepayers against overcollections but leaves
PG&E at risk for undercollections in a orogram
over which PG&E has Tittle control on the demand
for the programs. A one-sided balancing account,
as proposed by staff, is extremely unfair and
should be rejected." (Brief, page 63.)

Because under feder2l law, PG&E must provide Class A audits
t0 those requesting them, we will for the present continue the
balancing account. As we stated earlier, we are not committed %o
permanent ratepayer funding of 2 nonmandatory program. Therefore we
expect parties to address termination of the RCS program in PGIE'S
next offset proceeding.

The Need for Alternate Programs

CNAT's proposal for invelvement of community-based
organizations in the RCS program was presented in much detail.

Susan Keller, executive director for CNAT, testified that 2
survey of Sonoma County showed PG&E did not meet its targeted goals
for reaching certain groups, such as renters and low-income persons.
She further stated, in part, that:

1. Community organizations could monitor goals
better and therefore repore: results more
accurately;

2. The present multi-uynit audit is essentially
landlord-0riented:
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l PG&E Nhas never establisnhed a Class B8 "¢o-it-
yourself?® egdit. which has gooc

potential,

Educational materials are imadequate, and are
monopolized by PGEE and not macde availeble %o
community organizations. (Zxamples of
educational materials produced by municipal
utilities, e:cldwere cited as

improvements.)

There is an inadequate tie-in between RCS and
DW. Such integration would maximize doller
value and make delivery of services 20 low-
income areas more efficiens.

The "monopoly" of RCS services by PG4E
prevents use 0f diversified sources %o search
Yor low-income participants.

7. PG&E's record-keeping on penetration of
target groups is self-serving and
inaccurate.
CNAT makes numerous other contentions concerning alleged

inadequacies of the programs PG&E operates. Recommendazions include
the following:

1. Designate a minimum of 50% of the PG&E RCS
bucget for community-based RCS programs.

2. Establish ang fund an RCS technical council
composed of Commission, CEC, ancd local
government personnel to susporst local RCS
programs, and order PG&S to provide 1%t with
ecucational macerial.

13 See previous discussion. OQur 1984 acdopted RCS program provides
for Class B audits.

14 Some of the PG&E educational material was shown as not actyally

.intended for public distribution but rather as technical training
manuals.
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Order PG&E to cevelop a “core" audit with
generic findings simj%ar to that of SoCal
Edison to cut ¢costs.”

Integrate DW with RCS.

Orcer PGEE To include customer eligibility
for ZI1P and RCS with monthly utility bills.

The above is not a complete 1ist of the recommendations, but in total
they would amount to a major revision of the entire program, with
community-based organizations, rather than PG&z, in the forefront.

CNAT asserts that PG&E's “monopoly” of the RCS program is
contrary t0 Taw, although we are furnished no citations. PG4t states
that there is no provision of law requiring utilities to contract RCS
work to community organizations, and research discloses no such
requirement, PG&Z has proposed, in its 1984 budget, an item of
$940,000 to contract some RCS audit work to community-dased
organiza:ions.ls Three groups were awarded contracts in 1983 bdut
startup ¢costs resulted in higher ¢0sts than bducdgeted.

15 The PGEL exhibit on 1984 RCS plans mentions development of
generic standards to speed audit time. Staff and PG&T did not
develop this in de%tail, nor ¢id CNAT, and there is insufficient
competent evidence on it for us to make 2 specifi¢c order. We wil]
order PG&E to investigate the use of such standards as a method of
speeding audits, and cutting expenses, and will authorize PGEE =
bSegin using such standards at its discretion.

16 Staff's analysis did not include a specific line item for an
adopted sum,
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CNAT offered no detailed survey of its own estimated costs
versus PG&E's and made no presentation on what methods it would use
to staff itself expeditiously and equip itself t0 xeep the RLS
program moving at its current level if i%s proposals were accepted.

CNAT's concern about “target groups” is well-taken, an¢
PGEE's penetration of such groups is not perfect, but it is moss
Tikely that inevitable delays and confusion caused by changing
systems at this late date would result in poorer results, and at a
higher price. We have reviewed PG&E's publicity associated with RCS
and find it to be adequate.

To assist community groups such as CNAT, we see nothing
wrong with directing PG4Z to use some of the community outreach funds
to produce and distribute adequate RCS literature for use by
community organizations. This will not be an order specifying any
particular dollar expenditure nor guarantee unlimited availability of
such Titerature,

Otherwise, CNAT's recommencdations are rejected.

V. ADVICE LETTZR FILING

The unexpected variety of issues delayed the resolution of
this proceeding. Since we are past the midpoint of 1984, we will
meke the order in this decision effective immediately.

' Only about 12 of the 18 months envisioned as <he life span
of rates set by this decision remain. We will divide this remaining
time in half and permit an advice letter filing in Tate 1984, on the
subjects mentioned in the order., As previously discussed, this
advice letter will not include a request for greater total relief
than granted in this decision, except on the contingent tax Tiabilicy
problem, Its purpose, in essence, will bDe to allow PGET t0 make use
of total authorized funds to the best advantage of the programs.
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More frequent advice letters are %00 much of a burden on
staff and the Commission's process, and, in any event, this decision
itself gives PGEE much flexidility in expending sums.

Findings of Facst

1. Because of the continuing need for conservation of
resources, our previously selected termination date for ZIP financing
(in D.92653) of December 31, 1986, should remain unchanged.

2. RCS is a federally mandated program through the eand of this
year. While we are not committed to ratepayer financing of a
nonmandatory RCS program, as & practical matter it is in the pubdliec
interest to continue ratepayer financing of it at least through
June 30, 1985.

3. It is appropriate to evaluate termination of the RCS
program in PG&E's next offset proceeding.

4. PG&E's 1983 program accomplishments and expenditures are
reasonable, however, in the future more emphasis should be placed on
budgetary management of ZIP and RCS programs and administrative
expenses.

5. Recorded and estimated information should be comparable,
and it is reasonable to require such compatibility in any future
applications and exhibits on this subject matter.

6. t is reasonable to make the order in this decision
effective through June 30, 1985 to avoid processing future decisions
near the end ¢f the calendar year, and to avoid requests for
emergency orders,

7. Within ZIP and within RCS, PGAE should be given flexibilisy
in shifting sums among administrative categories and programs to make
optimum use of funds in meeting programs, subject %o certain specific
ceilings, and to 2 “floor"” for DW.

8. The staff's total estimated 1984 ZIP budget of $48,641,119
is reasonable for the 1984 year. PG&E should be allowed to reassign
funds and rebudget among administrative categories and programs,
subject to PGEE's own estimates as ceilings for the rebate program,
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which is new and which should be closely controlled at its inception,
for total loan ctosts which need careful regulation, and for Community
Qutreach and the Stockton Training Center, because 0f upward pressure
in those areas.

9. PG&E's proposal to ade a rebate option o allow cash
customers to participate is reasonable because it increases
availability of the program and it may cut costs by reducing ZIP Toan
applications.

10. Staff's development of a rebate schedule is simpler and
should be adopted except for the “original receipt" requirement.

11. Big Six conservation measures should be partialiy decoupled
for the rebate program only. Full ¢onservation measures should be
requirecd for the loan program to avoid increasing administrative
costs.

12. Staff's proposed financing limits for loans should be
adopted because of simplicity of application and the conditions in
the staff recommendation.

13. No sufficient evidence was presented to warrant an increase
in the inspection rate of dwellings, with attencdant cost increases.

14. Credit standards for ZIP loans have been, and are,
extremely liberal. They should be tightened %o a minor extent to
reduce bad debt losses and administrative costs associated wizh
Toans. t is reasonable to reduce from three per year %0 one per
year (that is, the previous year %o the loan application) the maximum
number of 24~-hour notices an applicant may receive and still be
eligible for a ZIP loan.

15. No change in fees paid to collection agencies is necessary.

16. The present two-10an 1imit should be retained %o assure
broad application of the ZI? program.

17. For the reasons the staff advocated, it is not reasonable
to allow loans over 55,000 to be assumable.
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18. Staff's proof that we should order the adoption of 2 bdlower
door test program is inadequate, and no such program should bde
required. Parties should evaluyate this program in the next
proceeding.

19. PG&E's DW goals 2are reasonadle, and PG&Z should have the
flexibility to make changes within DW budgetary categories, Because
this program is vital, PG&E's estimated $23.1 million for the program
should be regarded as a "floor" for expenditures.

20. A DW program for renters of multi-unit dwellings is
inadvisable because of potential landlord abuses of such 2 program,
No PG&E study ¢f this subject should be required.

21. Mobile homes and single family rental units should be
eligible for DW participation within the total DW budget, and with
the same requirements for 3ig Six measures as for other dwelliings
(¢f. Finding 11).

22. PG&E's moratorium on ZIP loans for mobile home roof
insulation should remain in place. If new methods of insulating
mobile home roofs are invented, PG&E and the staff should make
appropriate recommendations in any future proceeding on this subject.

23. Raising the minor home repair 1imit under DW from $200 %o
$400 is not advisable because funds thus expended may reduce the
scope of the program.

24. The three-bdbid requirement for ZIP loans over $5,000 is
reasonadle as an essential safeguard for ratepayer-generated funds
and will not unduly impact the ZIP program.

25. PG&EE's contract with Cal/Neva is reasonable but should
include provisions requiring disclosure of winning bids after the
awards.

26. The ZIP bvalancing account should remain in place until our
further order, because of program changes.
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27. Recognizing the valuable tie-in between ZIP and RCS, we
should 21low RCS funding and programs to continue until June 30, 1985
regardless of Congressional action. This will also obviate requests
for emergency relief in late 1984,

28. taff's recduced budget level for RCS is reasonabie for
1984.

29. As with ZIP, PG&E should have flexidbility Lo transfer sums
among RCS categories, provided that PGEE's budgeted amounts for the

tockton Training Center and for Community Qutreach are not exceeded.

30. Staff's recommendation for goals of 90,000 Class A audits
and 10,000 Class B audits is reasonable., PGEE should be ordered %0
institute and promote Class 8 audits within reasonable budgetary
constraints, and should be permitted t0 experimen:t with and use
generic Class A standards without our further order,

31. PG&E should be ordered to investigate and report on use of
generic audit standards as a possible ¢cost-saving measure,

32. CNAT's proposals on changing the system of delivering RCS
to the publi¢ cannot be adopted 3t this date without excessive
administrative adjustments and expense. Any advantage to the use of
community-based organizations as the primary (or co-equal) providers
of RCS services is outweighed by the prodlems of c¢changing, this late
in the life of the RCS program, from one basic system to another.

33. The preceding finding should not be interpreted as
adbridging PGEE's efforts to estadblish pilot programs with community
organizations, within budgetary limits.

34. PGE&E should make a reasonable amount of RCS literature
available to community organizations.

35. One advige letter filing for program changes should de
allowed in late 1984 as set forth in the order. More frequent advice
Tetters are unnecessary and burdensome.




A.83-08-65, A.83-08-66 ALJI/jt/vdl/jv ALT/COM/LMG

‘.

Conclusions of Law

1. The application should be granted to the extent set forth
in the order,

2. Qne advice letter filing, as specified in the order, should
be permitsed in late 1984,

3. Because we are past the midpoint of the 1984 test year, the
order should be effective immediately.

4. I¥ no further order of the Commission on continued funding
of CFA or RCS programs issues in either this proceeding or in 2
subsequent application by June 30, 1985, programs should continue as
provided in QOrdering Paragraph 19.

0R2ER

IT IS ORDERED that:

1. PG&E shall offer its ZIP program until further order of the
Commission at staff-recommended funding levels (annual basis) and
under program goals as proposed by PG&E.

2. Without further order from the Commission, PG&E may
realloc;te sums within the ZIP budget, subject to PG&E‘'S own
recommended budgetary amounts 2as ceilings for rebates, community
outreach, total loan costs, and the Stockton Training Center.
Reallocations shall be shown in PGEE's monthly reporss.

3. Within 30 days of this date, PG&E shall commence its
proposed rebate program, under staff's rebate schedules and
conditions,

4. PG3E shall continue t0 reguire installation of all Big Six
measures as condition precedent to 2 ZIP loan. for the rebate
program, the following conditions shall apply:

a. A minimum of three of the six measures, including
attic insulation where required, must be
installed.

b. Except for mobile homes, flat-roofed homes, and
otner dwellings with no attic space, 2 minimum of
R=19 atti¢c insulation must be in place at the
time of the inspection, provided that R-11 is
acceptable if installed before 1978.
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@

5. PG&T is authorized to reduce its level of OW inspections to
not less than 20% for contractors maintaining a first-inspection pass
rate of 90% or better. For both OW and ZIP (including rebate)
installations, the following conditions shall apply:

2. When a job fails for safety reasons, PGEE shall
inspect the 100 jodbs immediately prececding, or
those which were done in the preceding 20
calendar days, whichever is less, and which were
not previously inspected.

PG&E shall continue inspecting such contractors
at 2 100% rate until it finds no safety related
failures and is satisfied of the contractor's
safety and reliability. PG&E may then resume
inspecting at a 20% rate.

6. taff's generic loan limits and conditions are adopted, and
PG&E shall place them into effect.

7. PG&E snhall revise its ZIP loan credit standards so that a
maximum of one 24-hour notice for the year preceding the application
is allowed.

8. Within the adopted UW budget, mobile homes and rented
single family dwellings shall be eligible for participation. OW
expenditures shall be maintained at PGAE's proposed 1984 level. PG&E
may include in its advice letter filing justification for change of
that level.

9. PGAE shall place into effect its proposed three-bid
requirement for loans over $5,000.

10. PG&E shall continue its moratorium on ZIP loans for mobdile
home roof insulation until our further order,

1l. Within 60 days of this date, PG3L shall modify its contract
with Cal/Neva as indicated in Finding 25.

12. PG&E shall maintain the ZIP and RCS balancing accounts
until our further order.

13. Without further order from the Commission PG&E may
reallocate sums within the RCS budget, subject to PGEE's own
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recommended budgetary amount as ceilings for community outreach
(inclueing "pilot programs”) and the Stockton Training Center.
Reallocations shall be shown in PG&E's monthly reports.

14. PGAE shall fulfill staff's recommenced 2nnual goals of
0,000 Class A aucdits and 10,000 Class B audits within establiished
cost caps. PG&E shall bdegin promotion and availability of Class 8
audits within 20 days of the date of this order, and shall maintain
the program within sound budgetary limiss.

15. PG&E shall use a reasonable amount of its community
outreach budget to make appropriate RCS literature availadble %o
community-based organizations.

16. PGAE s authorized to experiment with, and to apply,
generic Class A audit standards. Concurrently with the filing of its
advice letter, PGAE shall furnish the Commission with a report and
any recommendations on use of generic audit standards 2s a means of
expediting a2udit and reducing audit costs.

17. During late 1984, PG&C is authorized to file an advice
Tetter on programs and expenses which are the subject of these
applications. The advice letter may make any recommended changes in
program funding levels within the annual totals found reasonadle in
this decision which are not 2already 2authorized by the by the budget
flexidility provisions of Ordering Paragraphs 3 an¢ 13. The advice
Tetter may in¢lude 2 request for additional rate relief made
necessary by income tax changes.

18. Within ten days of the cate of this order, PGAE shall:

2. Change the CFA expense rate Halancing account
factors for all classes of service 20
$0.00006 per kWh and $0.00615 per therm, On 2
gniform cents per XKWh and cents per thern

asis.

Decrease the RCS balancing account factors
for 211 classes of service to $0.00004 per
KWh and $0.00145 per therm, on a unifornm
cents per kWh and cents per therm basis.
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19. f there is no further order on the subject between now and
June 30, 1985; PG&E shall continue to collect CFA revenues under the
expense rate balancing account factors authorized as of June 30,
1985, and shall continue t0 fund and operate CFA programs pending
further ¢rder of the Commission.

20. Concurrently with the filing of its advice letter, PG&E
shall submit a study on the use of generic standards for Class A
audits along with a plan for termination of the RCS program in 4ts
next filing.

2l. In any future 2pplications on this subjeect matter, PGEE
shall submit its applications and exhibits so that recorded and
estimated (test year) financial and program information is directly
comparable. 0Qn or before QOctober 1, 1984, PGEE shall submit Tor
review 2 proposed format for future applications which will
accompliish this purpose.-

22. These applications are granted in part as set €orth above

. and otherwise denijed, and this proceeding is closed.
This orcder s effective today.
Dated JUL 181984 , 2t San Francisco, California.
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APPENDIX A

List of Appearances

Applicant: Ppeter W, Hanschen, Merex 2. Lipson, and Robers B.
Mclennan, Attorneys at Law, for Pacific Gas an¢ ETectric
ompany.

Interested Parties: C. Haycen Ames, Attorney at Law, for
Chickering & Gregofy: W. %. gaicschun, for City of Pale Alzos
Juan t. Barrientes, foF Casa Raza: walzer H. Hays, Attorney at
Law, Tor South Zay Insulation Contraciors AsSsociation; James
Hodges, for California/Nevada Community Action Association;
Susan Keller, for Community Network for Appropriate
technologies; F. E. John, D. K. Porter, and T. D. Clark by J. C.
Kohn, Attorney at Law, for Southern California Gas Company:
Bardara A. Greene, for North Coast Energy Services; Skip Daum,
TOr SOUth Bay Contractors Association; and Michelle raly,
George Whitlow, and Felix G. Ortiz for themselves.

Commission Staff: Thomas P. Corr, Attorney at Law, and Sesto
Luechi.

(END OF APPENDIX A)




PACIFIC G'GAND D}L‘glc QOPANY

RESLANTIAL CENSERVATION SERVIOS
TAKLE OF PRNCSED AMD KEDGHMNIED RATES
12 HOMHS FROED DAORMRER 31, 1984

Paclflc Cas & Electric Corpany Staff Recomomdod
Proposed Mjus_lmnt Rate Mjustomt Rate

Gas Electcle Can Flectrlce
Departmmt Departwnt Total Departent Iepartmnt Total

Estimated RS Adelnlatrative  $14,669,000 $1,813,00 $16,452 000 $9,5%4.975 §1,180,925 510,135,
Audit Qosts \

Fatimated RCS Whdercollectlom 1,339,000 1,128,000 2,467,000 $,339,000 1,123,000 2,467,000
as o) 1231783

Estimated Revenue Requirenent 16,008,000 41,000 18,949,000 10,891,875 2,303,925 13,202,800
(line | + Line 2)

Fuovlelan for Frachlee Fees 125,000 { 148,000 85,299 18,310 103,339
ayd theollectibles
{Line ) x rate)
rete = 00733 for Cas
rate = 0019} for Electeic

Total Revanue Bequlcvesent 16,13),000 2,964,000 10,979,174 2,322,235 13,306,409
(Line 3 ¢ Line &)

Presart KOS Rate 0.00166/th y 0.00006/¥h y Q0 : L0006/ o

tatlzated Sales Subject to RCS 7,595,030 Mtk 37,145,376 Hvh -ee 1,995,000 Mch™ 57,145,376 WO .-

Fstinated Revenues at Presont 12,608,000 3,429,000 16,037,000 12,608,000 3,629,000 16,037,000
?ﬁn?&cx Line 7)

Eatinated Rewsive Increase 3,525,000 (465,000) 3,060,000  (1,673,326) (1,104 (2,7%,591)

765)
(Ltne 5 ¢ Line &)
RCS Rate 0.00212/th 0.00005/k3h L0145fth 00004 1\ ava
(Line 5 ¢ Line .

1PA/LTV/  99-80-€8°V “§9-80-C8°V

17 ¥xcloles sales to the City of Palo Alto, Southemy Catifomla CGas Gogpay, (@ Hatlanal Corporation a1d Svutlevst Gas
T orporstiay,

2/ txclules aalea to the Vepartmnt of MWater Resoucces.
3/ traa Table 4, line 7, Colum D.




