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• o ? I N ION 
~~ ... ----

I . INTRODUCT!ON 

This proceeding includes two applications by Pacific Gas 
and Electric Company (?G&E). Application (A.) S3-0S-65 concerns 
proposed revisions to PG&E's conservation financing adjuStment (eFA) 

whiCh supports the uti1ity's Zero Interest Program (ZI?) for home 
insulation. A.83-0S-66 encompasses revisions to rates a~d charges 
for the Residentia1 Conservation Services (RCS) balancing account. 
Adjustments to RCS are placed in a separate application because we 
have previously ordered that RCS costs be accounted for separate from 
ZIP .. 
Summary of Decision 

This deCision authorizes ?G&E to continue its ZIP and ReS 
programs with severa' modifications. Although our decision finds 
PG&E's 1983 program accomp1ishments rea~onable we are concerned with 

• 
PG&E's high administrative expenses .. We expect PG&E to meet its 1984 
goals within the approved budget. We will c10sely scrutinize PG&E's 
performance in its next application. Strict limitations on program 

• 

expenditures are set forth in this decision. 
In 1984 ?G&E is authorized to spend S48,641,119 to insulate 

203.000 units. This wi11 inc1ude Direct Weatherization (OW) of 
33.000 units. 127,500 10ans and 42,500 rebates. The rebate is a new 
component of the ZIP program authorized in the decision in an effort 
to reduce program costs. This decision expands the OW component of 
ZIP to include residents of mobi1e homes and renters of single 
dwel1ing units • 

.. 2 -
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Our decision a1so authorizes PG&E to spend $10.735,800 to 
conduct 90,000 C1ass A audits, 10,000 C1ass B audits, and 2,400 Mu1ti
Unit Dwe11ing (~UD) comp1ex audits. ihis decision sets a specific 
cap on tne cost of each type of audit. 

This decision authorizes the following increases or 
decreases in the C~A, as compared to our previous author1z~tion: 

Catesory ih;S dec~$ion 

Estimated Est; mated Factor Sales Factor Sa1es 
ZIP E1ectric SO.OOOO7/k'fJh S5.16 mi 11 ion 0.OOOO6/k\tlh S3.58 m111ion 

Gas SO.OO3.!9/th. S34.55 mi11ion 0.nOS1S/th. $46.68 •• 
RCS Electric o .OOOO6/k'..lh 3.26 million 0.OOOO4/kWh 2.32 •• 

Gas O.OOI6S/th. 12.29 mi11ion O.OO145/th. 10.97 " 
This prOduces the fOllowing estimated average annuaj 

changes based on average annual usage of 750 therms or 5,400 k~h per 

• 
residential customer: 

ZI~ Electric 
Gas 

SO.CS/year decrease 
1.19/year increase 
0.13/year decrease 
C.1S/year decrease 

• 

RCS Electric 
Gas 

History of ~roceedinc 

We have issued two interim orders on these applications. 
DeciSion (D.) 83·11-060 (November 22, 1983) ordered ~G&E to continue 
to maintain its CFA expense rate balancing aCcovnts and to collect 
the CPA expe~se rates and RCS rates at 1983 1evels, and to fund and 
operate ~rograms financed by those rates, including Community Service 
and the Stockton iraining Center. 

Fu" pub1ic and evidentiary hearings were then he1d before 
an Administrative Law Judge (ALJ) in San Francisco on nine dates in 
February and March 1984. Certain associations, community groups, and 
pub1ic witnesses participated as we1; as ~G&E and the Commission 
staff • 

- 3 -
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During the hearings PG&E reques~ed another interim order 
which (as was true with 0.83-11-060) was not opposed by any 
participant. A second interim decision {O.84-03-0S7),issued on 
March 21, 1984 made certain changes ~o our treatment 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 Direct Weatherization (OW) program. 

II. Expenses Genera'ly 

Introduction 
Because RCS is 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 wi~h ZIP and RCS 
as a whole. 
ZIP 

The total increases requested by ~G&E have provoked sharp 

• 
controversy from a policy standpoint between PG&E (with suppo~t from 
some interested parties) on the one hand, and the staff and Toward 
Utility Rate Normalization (TURN) on the other hand. 

• 

0.83-04-015 authorized PG&E to spend 539.71 mi'lion. of 
which S35.72 million was for administrative expenses, to weatherize 
180,000 homes in 1983. Of the 180,000 homes. 26,400 were to be 
insulated through the Direct Weatherization (ow) component of ZIP and 
the remaining 153,600 were to be financed through ZIP loans. 

?G&E fell short Of its goals, weatherizing 25,3S4 homes 
through OW and issuing 113,000 loans covering 143,165 units. a total 
of 158,552 units. PG&E exceeded its budget by approximately S5 
million, spending S42.750,935 in 1983. 

The following tabie (from Exhi~it 39) shows ZIP 
administrative expense levels as recommended by the staff and ~G&E. 

compared to the 1983 leve1s. ihe total adopted for 1984 is the same 
as Col u mn II E ... 



~~r 0.82-0'-015, Col~~~ ~ ~s no~ :ully !illec ou~ because ~~e ea~e~Qries i~ ~he 
a~optec :983 ~udq~~ CO not ~teh ~hose in ~.82-08-65 

~I £CB: Energy Conservation Branch 0: ~he C?CC 
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~G&E'S Overview 
PG&E contends that in spite of the fact that ZIP funding 

was not authorized until April 1983, the program proved successfu1. 
The target was 180,000 dwe1lings; during 1983 113,000 loans were 
issued covering 143.165 units. and an adaitionai 25,387 homes were 
weatherized through the OW component. 

PG&E's Exhibit 1, sponsored by Allen W. Flock, 01rector of 
Residential Conservation Services, states that in addition to PG&E's 
tota1 commitment, the company has attempted to weatherize units in 
specific target groups. The fo'lowing table from Exhibit 1 

summarizes the results: 
Units Weatherized in 1983 

Goals Accomolishments 

ZIP 153,600 l43,165 
Direct Weatherization 31.400" 25.387"'''''''' 

Tota 1 185,000'W 168,552 

ZIP Target Groups ...... 
Senior Citizens 33,7A3 10,034 
Renters 67,643 59,818 
Non-Eng1ish speaking 1,801 1.953 
Low Income ... ""' ... 50,106 28"Z64 

... Includes 5,000 units carried-over from 1982. 
'W'W ZI? target groups represent subgroups of 

customers receiving Z!P 10ans. Some 
customers belong to more than one subgroup. 
Includes direct weatherization. 
This figure represents the number of homes 
weather1zed with inVOices paid in 1983. 
However, the actual number comp1eted is 
approximate1y 31.800. The difference ~s 
invoiced in 1984 and wi11 be paid from 1983 
program funds. A revised d,rect weatherization 
summary wi" be transmit:ed as soon as a" 
invoices are fina1 • 

.. 5 -
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In connection with the p~ogramp Community Outreach 
accomplished 41,900 contacts, which developed 8.356 ZIP and 6,'63 ReS 
audit leads. 

Exhibit 1 contains the table which fo11ows, showing 
measures insta1led, inc1uding OW, for 1983. The tota1s are for 1eads 
from a'1 sources. The evidence shows that the majo~ity (about 70~) 

of leads are generated by private cont~actors. (The totals appear to 
be higher than ~ecorded data submitted for 1983 reports.) 

Without Audit 
Cei1ing Insulation 
Cau1king 
Weathe~str;ppin9 
Water Heater Slanket 
Low-Flow Showerhead 
Duct Wrap 

Subtotal 

SinS'e Famill. 

119,360 
37,965 
78,202 
45,338 
43,564 
15 .. 164 

340,193 

Multifami1l Tota' 
23,594 142,954-
8,847 46,812 

20,550 98,752 
16,662 62,500 
20,733 64,397 

2,694 17 z858 

93,080 433,273 

With Audit 

• Wal1 Insulation 7,593 1,038 8,631 

• 

Floor Insulation 
St~rm Windows & Doors 
C10ck Thermostat 
Lighting Conve~sion 
Intermittent Ignition 

Subtotal 
Tota' 

4,488 
4,528 

550 
527 
lOa. 

17,890 
358,083 

342 4,830 
591 5,,125 
113 . 163\' 

3,865 4,393 
7 23.853 

5,963 23,853 
99,043 457,126 

The exhibit a1so de:ai'~ DW ex~enditures and installations 
for 1983. A condensation of :he :ab1e in Exhi~it 1 (p~. 31-32) 
follows: 

- 7 -
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Direct Weatherization Expenditures and Installations 

Cateso ry 
Total units weatherized 

(includes 13,627 units for 
elderly for a totai of 
$8,452,828, and 1,667 for 
non-English speaking totaling 
Sl,034,040) 

Cei1ing insu1ation 
Groundwork: 

Caulkin9 
Weatherstri ppi n9 
Water heater ~lankets 
Low-f1ow showerheads 
Total groundwork 

Structural Improvement 

Units 
25,387 

20.138 

21,596 
24,,562 
13,605 
19,547 
79,,310 
18,852 

Do 11 a rs 
515,747,759 

S6.878.123 

53,,465,,680 
Sl .. 994,555 

The exhibit a1so shows costs for ZI~ through December 31, 
1983. ihis summarization follows: 

~ 1983 Administrative Costs for Z!P w 

• 

Budget Item 
Direct Weatherization 
Outreach 
Literature 
Advert; si ng 
Inspections 
Trai ni"g 
?romotion 
ZIP Loan ?rocessing 
Measurement and Evaluation 
Quality Control/Assurance 
Other Administrative Costs 
Carry; n9 Costs 
Bad Debt Write-off 
Overheads 
Tota' .. Z!? Administrative Costs 

Expense 
515.706-,957 

651,:;-89 
244,838 

3,054 .625 
2,077,349 

152.502 
1,497,028 
5,099 ... 699 

159 .. 576 
208.075 
393.692 

5,967,727 
2 .. 330,551 
4.196.926 

$42,750,,935 

wihe 1983 CFA balancing accounts include these 
costs and charges for 1982 at 8~ loan carrying 
cos:s, bad debt write-off costs, and other 
adjustments tota1ing S5.043,7'8, as we1l as a 
credit of S910,000 for interest income from 
8~ loans. 

- 8 -
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• ZIP Instal1ation Costs 

Ac":ual 
Contractor Do-I":-Yourse1f 

Measu iii! Installed Costs Installed Costs 
SF MF §f MF 

Without Audit 
Ceiling Insulation 58l 244 406 170 
Weatherstripping 106 65 31 10 
Water Heater S1ankets 24- 12 12 5 
Low-F1ow ShowerheadS 27 17 16 8 
Cau1king 66 38 21 ~ 

Duct Wrap 85 40 51 12 
With Audit 

Wa11 Insulation 895 501 323 272 
Floor Insulation 766 23$ 301 65 
Clock Thermostat 121 100 75 39 
Storm Windows 876 286 769 ~24 
Storm Doors 235 71 147 58 
Lighting Conversion 192 49 146 57 
Intermittent Ignition 265 242 160 0 

• Annua1Energy Savings ?er ZIP Measure 

Measure Sing1e-Fami1y Dwe1line~ 
Eiec~r,e Gas 

Multifamily Owellinos 
Electro,c Gas: 

(kwn/unit) (Thermslunit) (~whlunit) (7nerms/unit) 

Without Audit 
Cei1ing !nsu1ation 615 10~ 413 123 
Weatherstripping 65 13 21 8 
Water Heater Blankets 494 46 422 48 
Low-Flow Showerheads 853 44 525 ~5 
Cau1king 113 15 39 18 
Duct Wrap 28 12 28 12 
With Audit 

Wa11 Ins u 1.a t ion 679 121 575 94 
Floor !nsu1ation 460 92 612 75 
Clock Thermostat 2.025 182 579 88 
Storm Windows 433 62 202 4~ 

Storm Coors 64 5 3S 9 
Lightins Conversion 247 254 
Intermi-:tent Ignition 55 53 

• 
.. 9 .. 
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?G&E's survey shows that market shares for weatherization 
measures were as follows for 1983: 

Actual Market Share of Weatherization Measures 
(Installeo oet'Heen January 1 ana Decemoer 31,. 19"83) 

Est; mated ZI? 
Installation in ZIP Market 

Measure PG&E Service Area· Installations·- Share-.-

Cei1ing Insu1ation 
Caulking 
Weatherstripping 
Water Heater Blanket 
Low-Flow Showerhead 
Duct Insulation 
Wall !nsu1ation 
Floor Insulation 
Storm/Thermal Windows 

and Doors 
Clock Thermostat 
Lighting Conversion 
Intermittent Ignition 

130,500 
54 ,700 
96,200 
72,900 
75,900 
69,700 

107,000 
119,800 

253,900 
75,100 

146,200 

122,636 
25,,163 
74,039 
48,853 
44,803 
16,733 
8,559 
4,790 

5,078 
751 

4,386 
110 

94% 
46 
77 
67 
59 
24 
e 
4 

2 
1 
3 

° •• Derived by dividing ZIP insta'lations by 

• 

ZIP market share (not including direct 
weatherization installations) • 

• - Actual ZIP instal1ations recorded. 
_ •• Estimated percentage of a1' installations 

resulting from ZIP, based on 1982 ZIP 
follow-up survey, re1eased March 1983 • 

- 10 -
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We note that the f;9u~es fo~ wa'1 insulation, floor 

insulation, storm windows, and clock thermostats appear 
disproportionate to cei1ing insulation totals and ZIP-financed 
measures. 
RCS .......... 

FlOCk a1so reviewed the 1983 ReS programs in EXhibit 2. 
The program is required under federal law through the end of this 
year. In California the program operates as the "RCS State Plan" 
under the California Energy Commission. PG&E considers RCS to be a 
worthwhile program and states that it ;s management's present 
intention to offer the service after 1984 even if federal l~w no 
10nger requires it. In 1983 PG&E exceeded its ReS goal and ~rovided 

106,000 C1ass A1 audits. Since 1981, there have been 235,000 Class 
A audits. For 1984, PG&E plans to audit 226,000 dwellings. 
Localized promotion wi" be continued, and PG&E·s 1984 pl~ns cal' for 
increased funding to continue contracting with community agencies, 

~ outS:de organizations, an~ 10ca' 90ver~ments to provide audit 
serv,ces. 

The witness summariz~d the workings of the pro9ram as 
fo1'ows (Exh. 2, pp. 1-2): 

~ihe central feature of RCS is a free home energy audit 
offered to residential customers. A ?GandE-trained, 
state-certified ReS auditor inspects and evaluates the 
energy' efficiency of a customer's home, and recommends 

~ 1 See the section on specific ReS issues for descri~tions of the 
..,types of audits. 

- 11 -
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'. 

• 

• 

cost-effective conservation measures to be insta1led 
and conservation practices to be adoptee. The auditor 
a150 promotes the Zero Interest ?rog~am (ZI?) of 
conservation financing or other ?GandE services which 
help the customer conserve energy and manage energy 
costs. 
~?GandE works close1y with insulation contractors, 
outreach agencies and other groups in implementing RCSM 
related activities. Systemwide advertising campaigns 
are coordinated with 1ocally-based ~romotiona' 
activities tailored to respond to the demographic and 
geographic differences witnin ?GandEls service area. 
An 1nnovative Emp10yee Incentive Program a1so has been 
developed which encourages ?GandE emp10yees to "sign 
Upll friends and relatives for ReS and other 
services. 

"ihe RCS Advisory Group. composed of individuals 
representing various community organizations, provides 
PGandE wi~h unique perspectives and insights reiating 
to ReS Program operation. With the assistance of this 
group, the Community Outreach ~ro9ram has been 
broadened in 1983 through the addition of RCS outreach 
contracts. Overa11. the Community Outreach Pro~ram 
provides the field su~port needed for both ~CS and ZIP 
to reach the target groups. 

"During 1983, RCSaudits have ~ecome more flexible as a 
resu1t of changes in the RCS State ?1an (which 
recently were approved by the U.S. Department of 
Energy). Audits are now tailored to meet customers' 
interests and needs. On1y 11 "corell measures must be 
eva1uated during the audit. The other 17 "optiona1 u 

measures may be deleted at the customer's request. 
"Walkthrough" audits also are provided for customers 
interested exclusive1y in ZIP." 
According to Exhibit 2, ?G&E has decentra1ized its 

customers activities to local offices, and is wor~ing together with 
10ca1 groups to give speCial attention to seniors, minori~ies, 
renters, non-EngliSh speaking customers, and other groups with 
specia1 prob1ems. The f0110wing table from PG&E's Exhibit 2 compares 
1983 goa1s and accomp1ishments • 

- 12 -



•• 
A.83-08-55, A.S3-0S-55 ALJ(vdl/jv 

1983 RCS Goals and Accomplishments 

Single-Fami1y Audits* 
Total Audits 
Low Income 
Non-Eng1ish Speaking 
E1derly 

MUD Audits 
Comp1exes 
U ni ts 
Total Units Audited 

Community Outreach Program 
Cont.acts 

Objective 
100,000 

17,910 
1,163 

18,434 

2,400 
132,000 
232,000 

63,000 

ALT/COM/LMG 

Accomplishments 
105,956 
13,859 

3,402 
16.,787 

2,532 
127,721 
233.687 

* Inciudes ~oth RCS and walkthrough audits. 

PG&E a1so developed an auditing format (approved by CEC) 
under which a participant may either restrict the audit to 11 Hcore U 

measures or include other optionals. This flexibility saves audit 
~time as well as tailoring the audi~ to a customer's problems. 

~ 

All customers who are participants now receive an audit 
guidebook with ZIP information, a 1ist of low-cost or no-cost 
conservation measures. 

Other factors of the program whiCh, according to Exhi~it 2, 
have been improved are too numerous to detail in this decision. They 
include: 

1. Stream1ined multiple dwe1ling audits. 
2. Improved computer support system. 
3. Mu1timedia promotion of the program. 
4. Group meetings to improve re1ationsnips with 

contractors. 
5. Formation of an ReS Ad~isory Group (1n 

comp1iance with the State RCS ?1an) composed 
of local ~nterest sroups~ to penetrate target 
groups. 

- 13 -
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6. Community Outreaeh (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 ZI? 
loan applications through personnal contact. 
iarget groups include: 
a • 1. ow ; 1'1 come .. Z . 
b. Elderly .. 
c.. Non-English speaking persons. 
d. Renters and landlords. 

7. Improved training for auditors. 
8. Expanded quality control for ~CS services. 
9. Follow-up calls to survey how many RCS 

participants install various measures. 
According to Exhi~;t 2. the survey produced 
the results which appear on the fo'low;ng 
page. (Note that the results are for six 
months. ) 

• 

2 Redefined ~y the Commission as those not exceeding l50~ or the 
federal poverty guidelines. 
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Res ca1'eack Re~o~ 
(Based on 27.479.Ca11I)ac~ Rece'~ec Tor Jan. thru July 1983) 

Measuns . 
Ene~y Conserva~,on Measu~s 

Ceiling Insulation 
Wa11 Insulat'fon 
F100r Insulation 
Stonn or Ther:r.a 1 Vi ndows 
Storm or Therm.l 1 Coors 

• • 

Window/Ooor Shading or Rel1ective Devices 
Caulking Ooors/W1ndows -
Weatherstr1pping Doors!Windows 
Water Heater Slanket 
C1ockThermostat 
Duet Insulation 
Insu1ation for Hot~te~ Pi~s 
Load Management Oev1 ces 
Furnace F1ue O~rs 
Inter.:ittant Igniti~n Oevice 
Replacecent Furnace 
-Heat Pump Water Heater 
Who,' e House Fan 
Evaporative C001er 
Swirrming Pool Cover 

Renewabie ~souree Measures 

Solar Domestic Water Heating Systec S1:ed for 
Maxit!JJm Number of OecU?ants 

Solar Comestic Water Heat1n~ Systec Sized for 
?resent Number of Occupants 

Solar Replacement Swimcnng Poo1 Heater 
Active Solar Space Heating 
Passive Soiar Space Heating - Direct 
Passive Solar Heat - Indirect - T~e Wa" 
Passive' Solar Heat - !neirect - Water ~a11 
Combination Solar Space and Water Heating 
So1ar1a/Sunspaee Heating 
Wi nd Energy System 

Additiona1 ZIP- Measu~s 

Low F1 ow Shower Heac! 
Lighting Conversion 
Struc-.JJra1 Improvements 

Percent of Auei-:ee 
Cust~rs ~o Install 

This Measu~" 

11% 

6~ 
~ 
3~ 
4~ 

?5" -.. 
300~ 

Co 
8: 
0% 

WSased on t."e nlm'ber of times each measure was reeorrmended. 
- lS -



•• 
A.83-08-65. A.83-08-66 ALJ!vd1/jv ALT/COM/LMG 

The ~xhib;t deve10ps costs for the ReS program for 1983 
whiCh are shown in the fo'lowi~g summaries. 

1983 RCS Administrative Costs 

Budget Item 
Loan Processing 
RCS Audits 
Coordination & Liaison 
Training 
? romot ion 
Literature 
Advertising 
P01icy. Procedures. & Su~port 
Measurement & Eva1uation 
Quality Control/Assurance 
Financing/Incentives 
MUD (Mu1tiple Unit Dwelling) Audits 
Employee Benefits & Payroll Taxes 

iota 1 

Exoense 
S 511,000 

7,432,475 
364,040 
222~950 
451,369 
47.713 
60.361 

888.733 
235" 100 
253,221 

56,206 
1,083,205 
2,197.923 

S13.S14.436 

The Community Outreach Program uses Ca1ifornia/Nevada 

• 
Community Action Association (Cal/Neva) and community-based 
organizations to improve ZIP and RCS penetration of target groups, 
; nc1 udi ng: 

• 

Low-income customers 
Elderly (60 and over) 
No~-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 Exhibit 1 (p. 21) 
through February 1984. 2.791 target group ZIP loans hav~ been 
generated through these contracts. The exhibit states that in 
addition to the financing limits of 0.83-04-015. the program is 
monitored through quality assurance audits, a divisional staff review 
of the audits, and a weekly division mail-in report to track 
weatherization units installed and inspected in each division • 

- 16 -
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From Exhibit 1 the total administrative costs associated 
with Community Outreach are uncertain. (See Exh. 1 pp. 35, 35A, and 
358.) Our analysis shows that ~G&E's requested budgetary amounts are 
$2,829,000 for ZIP and $1.790.000 for ReS. 

Community o~treach appears to be an area su~ject to 
substantial pressure for expansion, because of the desire of many 
groups for more 10cal involvement. (See later discussion under 
Section :v.) PG&E pl~ns three ~i1ot projects involving use of 
community groups in the RCS program. 
Cost-effectiveness 

Our prior decisions identify four perspectives from which 
to determine cost-effectiveness: the participant, the util1ty, 
society, and the nonparticipating ratepayer. We have ~ot required 
each program to be cost-effective from ail four perspectives. 

PG&E's evidence developing cost-effectiveness shows ZI~ 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
Benefit Analysis of Conservation and Load Management ~r09ra~s issued 
in February 1983 by CEC and this Commission. 3 The exhibit also 
develops "net benefitsN for the programs, which equal the differences 
between present worth of programs benefits and present worth of 
program costs. 

Tao1es 1 and 2 from EXhibit 26 fol'ow. 1.0 is the break
even point; a number less than 1 means the program is not cos:
effective. Table 2 shows effects for the life of the pr09ram, not 
just for 1984 • 

• 
3 The efficacy Of the methodology in the Joint· ?ractice was neither 
the subject Of proof nor of disproof on this record. 
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The exhibi~ develops other taoles showing cost
effectiveness of the programs from different perspectives. 
Discounted payback periods for Z!? and ReS programs are short. 
according to the exhibit~ and participants' benefits wi" exceed 
their costs no later than four years after installation of 
conservation measures. 

On cross-examination. ~avis conceded that she did not 
consider further tax liability which could be occasioned by oper~tion 

of the ZIP program. and that she therefore had not ~na'yzed that 
effect on programs which are marginally cost-effective. 
Staff's Overview 

The staff did not rebut PG&E's recorded inform~tion, nor 
(except for the point about taxation mentioned above) challenge the 
methodology of ?G&E's cost-effectiveness analysis. Rather. the staff 
raises what it terms "fundamental policy issues u at the heart of the 
programs, which. in the staff's opinion. are no different from other 

~ conservation programs. In PG&E's most recent general rate decision 
(0.83-12-068. dated December 22. 1983), we took the position of 
ho1ding the line on conservation expenses. The staff brief comments: 

~ 

uThis 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 ade~uate; marginal costs are in 
decline, reversing a trend of more than a decade; 
there seems to be a broad awareness of 
conservation among the genera' public; and there 
has been si~nificant penetration of a 1:rge 
number of conservation measures. There does not 
appear to be any reason to distinguish Z!? and 
ReS iro~ other conservation programs offered by 
PG&E. According1y, Staff wou1d propose that 
sound and consistent ratemaking p01icy demands 
that the substantia' increases re~uested by ?G&E 
for ZI? and RCS in 1ge~ be rejected." 

- 19 -
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In this connection the staff urges uS to examine PG&Ets 
past performance in administering the Z!P program to determine the 
appropriate funding level for 1984. 

"In 1983. PG&E came as close as it has ever come 
to achieving its ZIP goals (see Exh. 1. Table Z!?-
83-2 (revised)). The fact remains, however, that 
PG&E did not achieve its goa1s in 1983, anG never 
has achieved the goa1s which its sets for itself 
when it comes before the Comm1ss10n 1n a Zl? rate 
case. Furthermore, although PG&£ failed to 
accomplish a1' it promisee to do in 1983, the 
company spent more money than it was authorized 
in rates for that year. Clearly. this situation 
cannot be allowed to continue. Ratepayers cannot 
be expected to continue to pay more for less. 
And the Commission shou1d insure that they are 
not required to." (Emphasis by the author; 
footnote omitted.) 
Staff stresses the failure of any of the programs to' 

benefit the nonparticipating ratepayers. Over the life of the ZIP 
and ReS ~ro9rams proposed, the net cost is S125 mi11ion (Exh. 26, 
table 2; tr. 630-632), and, as the brief points out~ these costs 
could be understated because energy savings estimates are d~rived 
from forecasts. 

Impacts on nonparticipating ratepayers must 
contr01led, the staff argues, because: 

be better 

" ••• as often as not, these are the very groups of 
ratepayers - 10w income renters - upon whom rate 
impacts are most severe." 
In this connection, staff po~nts to the fact that 'G&E was 

overexpendec for 1983. The fol'owing ~able compares expendi:ure 
levels authorized with actua1 expenses. 

Cate9~ 

ZIP E1ectric 
Gas 

ReS E1ectric 
Gas 

Authorized in 0.83-04-015 
S 5.15 million 
34.55 million 

3.26 million 
12.29 mi1lion 

Actual 
S 8,638.380 

29,3S2.520 
3.572,010 

10,24 2,427 

• 
- 20 -
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Fina11y, staff is alarmed at the attitudes exhibited oy 
some interested parties that ~rograms snou1d be 1ibera1ized and 
controls loosened. 

"Opinions were offered by re~resentatives of that 
community about the effects of current and 
proposed f~nancins limits of ZIP measures upon 
insulation contractors and manufacturers. ~hi1e 
opinions about the validity and propriety of 
financing 1imits varied, there seemed to be a 
general attitude that financing 1imits were 
detrimental to the interests of the private 
insulation industry. Invocations of Uthe 
marketplace,il IlcompetitionpH and "free 
enterprise" - the nomina' tute1ary deities of 
commerce - were common. Conspicuous by its 
absence was acknowledgement of the ro1e of Z!~ 
(and other conservation programs undertaken by 
California utilities under the aegis of this 
Commission) in making the ~arket for 
weatherization products and services. This 
Commission and the private insu1ation industry 

e· 
wow 1 d do well to rememoer that ZIP has not a:ways 
oeen with US, and has not been created in 
perpetuity." 

e 

IlWith so much money at stake, it is 1ittle wonder 
that self-interest occasiona11y overwhelms 
judgment. Nowhere was this more evident than in 
the serious ai1egations of fraudu1ent b~dding 
practices that were made in connection With tne 
Direct Weatherization component of Z!~. The 
substance of these a11egations (which is not at 
issue in these proceedings) is almost 1ess 
important than the fact tnat the a"egations were 
made. Allegations like these spea( 10ucly anc 
e1oquent1y to the fact that there may oe just too 
much money Out there - ratepayer mOney - and too 
few controls on it to prevent any unseemly and 
undignified scramole for 4 piece of the pie ••• H 

(Footnote omitted.) 
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On the basis of the "scramole u which was evident on this 
record,' staff sU9gests that the Commission u may have to re:hink 
its commitment to utility sponsored and ratepayer funded conservation 
financing programs." 

iURN did not present evidence but its representative made 
an opening statement in which he expressed concern about increasing 
rates of the nonparticipant. He said that for Z!~ 10ans, some 
interest. though less than the market rate, should be charged, which 
possi~1y could defray expenses and therefore increase cost
effectiveness. PG&E and Pacific Power and Light (?P&L) are the on1y 
uti1ities with a ~ interest 10an p1an. Southern California Gas 
Company (SoCaiGas). Southern California Edison, San Oiego Gas & 
Electric Company (SOG&E), Southwest Gas, and Sierra Pacific Power 
offer 8% 10ans. In the current P?&L application, staff and ??&L 
propose rep1acing zero interest with 8% interest financing. 
Discussion 

We view the ZIP and RCS programs as temporary and not to be 
institutiona1ized. In one of our earlier ?G&E decisions on the 
subject, we selected a termination date for ZIP of December 31, 
1986. (0.92653 dated January 28, 1981 mimeo. p. 99.) We have 
selected no date for RCS ~ecause at present the program is federa1'y 
mandated and CEe, not this CommiSSion, manages the Ca1ifornia State 
?lan. However, we ask parties to address a termination date for the 

4 In addition to various comp1aints by insu1a:ion industry 
representatives and contractors, there is the issue of wnether local 
organizations should be given the primary function of penetrating 
Utarget U groups for RCS audits (discussed in more detail 
subsequently). The Commission attributes no improper motive to those 
advocating such a change; neverthe1ess. staff correctly points out 

• 

~hat contracts, and therefore financial support for such groups, is 
~nvolved. 
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RCS program in the next offset ~roceeding. In 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 ?G&E 
to deve10p the C1ass B Udo-it-yourseif u type audit to reduce program 
costs. 

~e agree with staff that during the lives of the programs. 
it is imperative to maintain proper fisca1 contr01s and keep 
admin,strative costs to a minimum. After 198Ap for example. the 
incremental and per capita administrative costs of reaching the 
remainder of those who could benefit from the programs. and 
conv;nc,ng them that they shou1d participat~, cou1d acce1erate. 
Whi1e PG&E's cost-effectiveness development is appropriate for this 
record, it is not (and does not purport to ~e) a prediction that the 
same results will be obtained for 1985 or 1986. 

Therefore,~ur focus in this decision is to control rather 
than to expand programs. Ba1ancing cost-effectiveness to the uti1ity 

~ and society against non-cost-effective~ess ~o nonpa~ticipants 
requires this. 

~ 

The funding leve1s found reasonab1e in this decision are 
the maximum 1eve1s to be authorized for 198'. ?G&E may propose 
transfer of funds between programs. to maximize effici~nt use of 
avai1ao1e funds, or discontinuance or curtailment of programs and 
reductions in funding. (There is a pOSsible exception because of 

contingent income tax 1iability. See subsequent discussion.) 
Further in an effort to understand the effect of the 

programs more fu11y. we wi" require future applications to be filed 
containing information in consistent content and form. Much 
difficulty was encountered during hearings because in some 1nstances 
recorded information was not ~resented in a form a1lowing i~ to be 
readily compared with estimates for the same subject~ or the same 
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program. Community Outreacn, for example, was ~resented in different 
financial contexts on different exhibit pages with apparently 
conflicting information. 

We wi" make the order in this decision effective through 
June 30, 1985. This was proposed during the hearings by the ALJ, to 
avoid the problem of processing another dec~sion on thiS subject 
during the end of the calendar year, when Commission agendas are 
heavy_ No party objectee, a1though ?G&E noted in its brief that if 
such a periOd is used (the periOd is 18 monthS counting from the 
oeginning of 1984, the test year) it shou1d be allowed to file an 
advice letter for the final six months. ~e will permit such a 
fi1ing; however, the advice 1etter should address on1y the most 
essential items. 

III. ZIP EXPENDITURES AND PROGRAMS 

IntrOduction 
The following changes have been proposed for ZIP in 1984: 

the existing loan 1. Add a rebate option to 
program. 

2. 

? 
~. 

4. 

Set specific limits for financing and rebates 
for each ZIP measure. 
"Decoup1e N the Sig Six conservation 
measures. 
Expand eligibility criteria and increase the 
minor home repair limit for DW. 

5. Modify procedures fer ZI? loans over S5,000 
for mu1tiunit dwe11inss. 

6. Create a method to add or de1ete ZI? measures 
based on cos~-effectiveness cr;~er1a. 

The rebate option is the most significant addition in do"ars • 
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Expenses and Carryinc Costs 
PG&E wishes to raise ZI~ administrative expenses from its 

autnorized 1983 level of S36,'72,000 to S53,66 4 ,000.5 Staff's 
various recommended adjustments lead it to recommend S~8,641,119. 
PG&E wishes to accomplish 203,000 insta11ations in 1984, including 
42,500 rebates (a new category), 127,500 loans, and 33,000 direct 
weatherizations. Staff witness Morse said that this is a Mmoderate" 
increase in projected goals over 1983's 180,000, but it "carries a 
large proposed increase in cost." (Exh. 37, p. ~.) 

The staff witness recommended that PG&E's ZIP oudget for 
1984 shou1d be based 1arge1y on 1983 recorded expenses, adjusted for 
inflation at 5.5% for labor and 5.3% for non1aoor expenses. The 
escalation ra~es are taken'from PG&E's 1984 ge~eral rate increase 

application. 
PG&E asserts that its overall administrative expenses were 

reasonaOle, and wh~le some items ran over budget, others were below 
budgeted figures. The company criticizes staff's recommendations for 
proposing disallowances of administrative expenses in the 
overexpended areas while giving no credit for items under budget. At 
the same time, PG&E points out, staff recommends a110w;ng PG&E to 
transfer funds among programs where expense 1evels 'warrant. 

Staff notes that we adopted ~G&EIS own proposed 1983 goa1s 
and buaget in 0.83-04-015 and warned PG&E to meet its goa1s within 
budget. Specific staff recommendations for trimming expenses inc1ude: 

1. No funding increase for the emp10yee 
incentive program on the ground t~at th~ 
rebate program (discussed hereafter) wi" 
e1iminate the need to expand advertising of 
ZIP. 

5 As previous1y indicated. the actuai 1983 expenditure exceeded 

• 
what was authorized. For brevity we wi" compare the 1983 authorized 
amounts with the requested funding. except as noted. See Ex~. 39, 
reprinted earlier in this decision, for a breakdown of administrative 
cost categories. 
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•• 

• 

• 

2. Increase funds for Stockton Training Center 
only to account for 198' inflation. 

3. Reduce debt service ~stimate from S18.1 
million to S17.5 million. 

~. Decrease the rebate program by S~OO,OOO. 

?G&E is critical of these proposed cuts on the basis that 
staff made no detailed budgetary analySis, and regarding the list of 

specifics, comments: 
1. For 1983 the employee incentive program was 

only in effect for six months. There is 
actua11y no expansion in funding. 

2. Stockton Training Center will be used in 1984 
not only to train RCS and Z!? inspectors ~ut 
a1so OW contractors, outreach personnel, and 
personnel for multiunit dwe'ling aUdits and 
weatherization .. 

3. Staff's rebate program decrease occurred 
during testimony with an inadequate 
expla'nation of it. 

4. Staff's recommendation regarding reduction or 
debt service concerns ?G&E's announced 
intention to adopt a new data processing 
system and reduce personne1 but the system is 
not in place yet and there will 11Ke1y be no 
cost reduction during Changeover. 

Our overall objective is to c10sely control growth in total 
expenditures during the remaining life of ZIP while achieving maximum 
energy conservation~ Our goal, based on this record, is to establish 
a maximum ZIP budget. It is. therefore, a~propriate 
to select a ceiling for the ZIP budget. We will acopt the staff's 
total of $48,641,119 as a reasonable cei1ing, a1lowing for current 
inflation for 198~ and we expect ?G&E to meet if not exceed its 
program goals. 

We expect PG&E to adopt cost control measures which will 
obviate, or at least minimize, program curtailments. Our staff is 
directed to monitor PG&E's activities in this effort through the 
required monthly reports • 
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Within the approved budget, ?G&E wi'l be given some freedom 
to transfer funds from one category to the other (within ZIP, not 
between ZIP and RCS) without an advice letter fi1ing or any order of 
the Commission. However, PG&E's own estimated 198~ budgets for 
Community Outreach and the Stockton Trainins Center sha1l be the 
maximums permitted without an advice letter filing fully justifying 
such increases and setting forth in detail from what program areas 
(or administrative cost areas) funds are to be transferred. 6 These 
maximums are necessary because the record indicates considerable 
public pressure on PG&E to expand these areas continua'ly. 

~e will apply the same stricture to the rebate program, 
which is new and which should be tested under the limit of ~G&E's own 
proposed budget before expansion is permitted, and to loan costs, 
which should be carefully control'ed. 

We wi" estab1ish our only "floor," for OW, at the level of 
PG&E's own estimate for 1984 (S23.1 million). This is a vital 

4It pro9ram that should continue at its present pace ~ecause for those 
low-income persons eligible, there ;s no commercial alternative. 
Rebates· 

PG&E recommends the addition of a rebate componen~ to the 
ZI? program. The purpose of the program is to allow customers who 
install specified energy conservation measures for cash to seek 
rebates under a specified schedule, thus equalizing benefits between 
cash and loan customers. 

Staff agrees with tne concept because it could reduce loan 
costs (assuming fewer people app1y for loans because some can now 
se1ect cash payment and stil' benefit under the program). 

~ 6 The schedule for the advice lett~r filing is discussed later in 
,., this decision. 
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ihere is minor disagreement over the rebate schedu1e, and 
staff has added some conditions. ?G&E states its limits are based on 
cost-effectiveness whi1e staff's are not the result of a study_ 
Staff stresses simplicity for inspectors and as much uniformity as 
possib1e between PG&E, SoCa1Gas. and SDG&E. 

We agree with the staff development and adopt its version, 
with the exception of the requirement that customers must submit 
origina1 receipts to receive the rebate, since this requirement 
appears to be in conflict with energy tax credit regulations. 

ihe rebate amounts and conditions adopted appear in iab1e 
11, Exh. 37, which is reprinted on the following page. Adoption of 
this table a1so disposes of tne minor problem raised by the staff of 
how to deal with pre-existing insulation 1evels. ihe table 
incorporates a Ndiminishing incentive U concept for adding to existing 
R-ll insuiation. and no additional incentive for any addition over 
R-1S. 
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"Decoupling the Big Six M 

Tne Big Six conservation measures are the followin9: attic 
;nsulation~ caulking~ weatherstripping~ duct insulation~ water heater 
blanket, and low-f10w showerheads. At p~es~nt. under O.93S91~ a 
customer must nave all six measures installed to be e1igio1e for a 
ZIP 10an to insure maximum cost-effectiveness to part;cipants~ the 
utility. and society. 

PG&E's witness Dickenson took the position that decoupl;ng 
is equitable because in some instances. audits have snown some 
measures. most frequent1y caulking and weatherstripping. to have 
paybacks greater than their natural 1ives. and "Auditors then must 
explain why customers are required to install some non-cost-effective 
measures to obtain a ZIP loan." The result is that some customers 
choose to dO nothing. Dickenson therefore proposed: 

1. Financing each ZIP measure independently~ 
subject to a S150 minimum 10an 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 MSe~ond Six M measures consistent with 
state tax credit requirement. 

Staff supports the present Commission position. cha11enging 
?G&E's cost-effectiveness data as inherently improbab1e because they 
are based on assumptions from a model. 

It shOUld be noted that the audit situation described by 

Dickenson occurs only upon a request for a ?G&E audit. If a customer 
simply ca1led for a contractor to come to the house and estimate a 

7 "Second Six M measures were: s~orm windows and doors~ clock 
tnermostats. 1ighting conversions~ intermittent ignition devices~ 
wa11 insulation, and floor insulation. Now, however~ wa1' insulation 
requires no RCS audit and f100r insulation does not require an audit 
for e1ectrica1'y heated dwe'1ings. 
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~ ceiling insulation job, the contractor would have to inform the 
customer that the Sig Six installation must be made to ~ualify for 
the installation under ZIP. If the SiS Six are insta1led, the 
contractor need only wait for a ?G&E audit when the customer seeks 
ZIP financing for one or more "Second Six" measures. 

In 0.83-03-039 dated March 16, 1983 (SoCalGas's 
A.82-09-19) we ruled that there would be no decoupling for the loan 
program but that partia1 decoupling would be allowed for rebates. We 
noted the concerns of Insulation Contractors Association (ICA) that 
while loans may be carried for 100 months, rebates re~uire that the 
consumer undertake an up-front cash transaction in anticipation of a 
credit, and that a full Big Six restriction on the rebate program 
wou1d likely reduce customer res~onse by requiring more cash at one 
time. We also noted the effectiveness of attic insulation compared 
to other measures. The result of our analysis was adoption of a 
rebate program requirement that attic insulation plus any two of the 

~ other Sig Six measures must be installed to establish eligibi1ity. 
We believe the approach adopted in that decision leads to 

reasonable flexibility and recognizes the differences between a loan 
program and a rebate program~ and will adopt ~t here. 8 The Big Six 
requirement should remain for loans, to discourage multiple loan 
applications and associated upward pressure on administrative costs 
of the loan program. Partial decoupling for rebates may a1so result 
in a preference for rebates among some customers, which we believe 
desirable since total loan costs may be reduced. 

S ihe same decoup1ing will be authorized for mobile homes. See 
discussion under that heading. Our ordering paragraph recognizes 
roof construction differences and eliminates the attic insulation 

• 
requirement in some cases. The order also recognizes that R-ll 
insulation was often used as a standard through 1977. 
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~FinanCing limits for Loans 
In 0.92978, we required PG&E to monitor bids submitted to 

it for financing and to require that an add~tional bid be obtained by 
a customer when a bid is not within the reasonable range known to 
PG&E at the time. Both PG&E and the staff favor replacing the 
procedure with generic financing limits. 

?G&E derived its limits from cost-effectiveness 
calculations performed in over 10,000 audits and the average marKet 
price per measure. Staff witness Grove testified he be1ieves ?G&E's 
limits to be for the most part appropriate but made changes to 
effectuate compatibility with the $oCal Gas program. 

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

Contractors genera'1y oppose generic limits. 
There is no substantial difrerence between the limits 

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 a~e quite concerned about 

• 

growing administrative costs, and the impact on cost-effectiveness 
(and, therefore, on our wi"ingness to continue the programs). We 
~elieve adoption of generic limits is a step toward lowering those 
costs. 

The staff's ana1ysis and recommendations, which we adopt, 
are printed on the page which follows • 
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~ Deletion or Addition of Measures 

~ 

• 

PG&E proposes to add or discontinue ZIP conservation 
measures as cost-effectiveness is examined. Staff agrees, provided 
six-month intervals are allowed. ihe advice letter filing provided 
by this decision shall be used for this purpose. We a9ree that ZIP 
should be flexible yet recognize our own staffing limitations and 
potential for confusion among program participants. 

If, however, an existing ZIP measure proves obviously non
cost-effective and shou1d be curtailed, PG&E may reQuest a change 
through an advice 1etter filing. 
Inspection of Work 

Currently PG&E inspects allOW 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 light fixture with 
insulation or packing insulation a9a;ns~ a furnace flue). Staff 
proposes an increase from 20% to 100% for ZIP insta11ations when 
there are such safety related failures. At the same time_ staff a1so 
~ecommends a reduction in OW inspections to the same leve1 as for ZIP. 

?G&E believes the program chang~ wi11 ~a;se administrative 
costs out of p~oportion to any pub1ic oenefit. In ?G&E's opinion, 
there are insufficient failures to require the char.ge. 

Apparently PG&E misunderstood the staff recommendation as 
requiring the higher level for safety reiated f3i1ures without the 
tradeoff in a lower OW inspection level. This trad~off shou1d 
obviate any pronounced change in costs. A higher level of safety 
related inspections was adopted for SOG&E in Resolution EC-29, issued 
April 18, 1984. We believe safety problems should receive priority 
and wi11 adopt the requirements of that program for PG&E • 
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Staff also proposed that contractors be required to 
comp1ete and post a tag certifying their work. ?G&E, on brief, 
states it has no objection but notes that staff did not review its 
proposal with any contractors. 

Th~re is insufficient evidence on the record to conc1ude 
that this proposal wil1 provide additional protection for the buyer. 
At this time we reject the recommendation. Staff may renew this idea 
in the future upon a more comp1ete presentation that there is a 
public benefit and it will not add to program costs. 
Credit Standards 

PG&E originally raised the issue of how to account for bad 
debts by proposing to change the formula to account for them. This 
led to a complex dispute between PG&E and the staff, the result of 
which was withdrawal of the request. 

Staff also injected the issue of whether credit standards 
should be toughened to reduce bad debt losses. The bad debt 
chargeoff ratio runs at about 4 1/2~. (See "ZIP Carrying Costs" in 
table of administrative expenses on page 4.) 

0.92553 required PG&E to adopt liberal credit standards, to 
penetrate such population segments as retirement-age persons and non
English speaking persons. The requirements are that an app1icant 
~~st have been a customer of ?G&E for the precedin9 12 months and 
during those months snall not have received more than three 2A-hOur 
notices or have been shut off. These requisites were approved in 
0.9398l. 

?G&E points out on brief that without adopting a who1e new 
system or raising administrative costs, the Commission could Simply 
reduce the number of 24-hour notices permiSSible during the precedin9 
year. (PG&E did not advocate this but presentee it as a method 

1 

should the Commission wish slight1y higher standards.) 
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• We believe it advisable to aChieve some reduction in 
carrying costs and will order ?G&E to reduce from three to one the 
maximum number of 24-hour notices acceptable for the preceding year. 
A 24-hour notice is the last resort before Shutoff, and is ~receded 
by overdue bill 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. 
Col1ection Agency Fees 

Also related to control of loan costs is staff's 
recommendation that ?G&E reduce the fees paid to collection 
agencies. We see no need for a specific order at this time. although 
we expect ?G&E to keep these costs to a minimum. 
TWO-Loan Limit 

?G&E proposes the elimination of a requirement from 0.92553 
limiting a participant to two loans. The company states that -its 

• 
purpose has been to minimize loan processing costs. and to conform to 
"Big Six" and "Second Six" groupings. and asser~s that the rebate 
program (which we are adopting) and decoupling (which we are 

• 

partially adopting) will eliminate the value of the two-loan limit. 
?G&E proposes a $150 million loan limit instead. which it be1ieves 
will assure cost-effectiveness. 

Staff opposes the move and argues PG&E's admitted purpose 
of dropping the limit is to make marketing of ZIP loans easier, which 
wou1d occur since ?G&E's own studies show that the easiest persons to 
whom conservation services can be sold are those who have a1ready 
committed themse1ves 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 instal' as 
many cost-effective conservation measures as 
possib1e for each ZIP loan. !n addition. if the 
rebate program is approved as expected. customers 
who have a1ready taken out two ZIP loans would 
sti'l be eligible for a utility rebate. 
Moreover. there is the danger that elimination of 
the two loan limit would make program evaluation 
more difficult: there could be significant 
double counting in ZIP-re1ated reports if the two 
loan limit was abandoned.» 
While we believe ?G&E could ,robably devise procedures to 

control double-counting, we agree with the staff's point about 
program "breadth. u Since the funds for the various programs 
originate with millions of ratepayers, those programs should be 
deSigned to al'ow the greatest number of rate,ayers to take adantage 
of them. PG&E's proposal is rejected. 
Assumability of Loans Over 55%000 

?G&E recommends that ZIP loans over 55,000 be made 

• 

assumab1e by a new owner when property is s01d. to increase market 
ability of multiunit ZIP loans. PG&E's br1ef summarizes staff 
arguments against the recommendation as follows: 

• 

1. No guarantees for renters. 
2. More administrative costs for ?G&E. 
3. The Commission may have differing p01icies on 

solar and ZIP. 
4. Customers with loans under S5,000 would feel 

discriminated against. 
The brief answers these arguments as follows: 

l. There are no guarantees for renters in any 
event. 

2. There have been only 261 ZIP loans issued for 
over SS~OOO. so that any additional 
administrative costs will be sma'l. 

3. A similar recommendation is pending in the 
so1ar program • 
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4. Customers with loans less than S5,000 are 
eur~ently advantaged in that they have no 
security or lien requi~ement. 

Actually. staff's arguments. aside f~om administrative 
costs. go deeper than that. Staff's brief reviews the problem as 
follows: 

"Under current practice~ ZIP indebtedness is 
expected to be repaid from the proceeds of the 
sale when property is transferred. It may be 
that multi-unit dwe1ling (MUD) owners wou1d find 
it easier to sell or transfer property with the 
assumable feature. But a Z!P weatherized 
bui1ding should be its own se11ing point. The 
goal ;s to produce weatherized dwel1ing units. 
not attractive1y 1everaged debt struct~res which 
might enhance an apartment bui1ding's 
attractiveness to investors. What's more, 
keep;n the existin ~rocedures as the are 
pe~m1ts repa1d pr1nc1pa 0 the IP oan to 
be used for other ZiP part1c1pants.ij (Empnas1s 
adaed.) 

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

• 

Sta~f witness Grove proposed that ~G&E test blower door 
technology to determine if identifying sources of air infiltration in 
homes can be cost-effective. On cross-examinatio~, ~G&E introduced a 
study by Lawrence Berkeley Laboratory (Exh. 4l) which concluded this 
testing did not lead to any significant difference in energy saving. 

ihere is insufficient positive information for us to adopt 
the staff recommendation. We a1so note that the cost of the program 
is rough1y estimated oy ~G&E at S750~OOO but that staff d7d not 
augment its recommended budget by any amount for it. If staff (or 
any party) proposes new programs~ their cost shou1d be estimated and 
allowed for, and their impact on cost-effectiveness shou1d be 
eva1uated • 
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We would be interested in the benefits of blower door 
technology for mObi1e homes, therefore, we ask parties to explore 
this measure in greater detail in the next proceeding. 
Direct Weatherization Goals 

PGandE proposes to weatherize 33,000 dwe1ling units in 1984 
at a cost of S23,107,OOO through the OW component. Staft agrees with 
PGandE's goals and budget, but argues that some budget items should 
be reallocated. PGandE requests f'exibility to make changes it deems 
necessary to meet the overall goa1 within the overa'l budget. PGandE 
accepts staff's proposed reallocations on the condition that the 
Commission grants PG&E flexibility to reallocate dollars within 
budgets in order to meet the overall goals. Staff argued in this 
proceeding that PGandE should have flexibility to Shift do1lars 
between programs if necessary to meet goals. 

We agree and our order wi'l provide for this flexibility. 
Mobile Home and SinQle Family Rental Participation in OW 

• 
PG&E proposed in Application 83-08-65 to expand eligibility 

for the OW component of ZIP to include low income occupants of mobi1e 
homes and low income renters of single fami1y dwellings. 

• 

North Coast Energy Services (North Coast) presented 
testimony from mobi1e home owners concerning th~ value of OW. North 
Coast~ Ca1/Neva, staff and PG&E a11 support this recommendation. We 
agree and will order that mobi1e homes be e1igible for OW. 

We will a1so approve the inClusion of renters of single 
family dwel1ings in the OW program. No protest was received 
regarding this recommendation. However, we wil' not inc1ude ren~ers 
of multi-unit dwellings in the OW component of ZIP at this time. 
?G&E presented concerns that program participants would not oenefit 
from participation in OW since the 1and10rd of a mu't;~unit building 
cou1d recognize the units1s increased value by raiSing the rent after 
insta1lation. thus forcin9 the participating tenant to UpayH for the 
improvements, or to vacate the unit and make way for another 
(nonparticipating) tenant at the higher rent • 
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PG&E also foresees landlords of multi-family dwellings wi~h 
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. 

Staff requests a study and report on the subject 60 days 
after this decision, for possible addi~ions to the 1985 program. We 
believe extending the OW to inc1ude 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 OW. PG&E 
currently has placed a moratorium on financing of mobile home roof 
insulation. Staff witness Grove reviews the problem as follows: 

NCurrently there are two basic methods of 
insulating mobile homes. The fir~t is to cover 
the roof with a rigid p01ystyrene board covered 
with a skin of aluminum. ihis method often costs 
Sl.50 or more per square foot for a typical 
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 a blown material such 
as cellulose or fiberglass. ihis technique is 
also labor intensive because it requires lifting 
the roof, or dril'ing holes in the roof or ar~und 
its perimeter somewhat as is done in installing 
wal' insu1ation. It is often difficult to verify 
whether the b10wn material has oe~n properly 
insta1led to cover a'1 of the "attiC". ~ecause 
mobi1e home roofs contain cross-members which may 
block the f10w of the insulation materia' being 
blown in. The problem of inspecting ~10wn 
insulation, as well as complaints of material 
1eaking into the interior (and] deforming the 
ceiling. have contributed to ?G&E's decision to 
place a moratorium on tne financing of mObile 
home roof insulation." 
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PG&E did not propose lifting the moratorium. Staff agrees 
that current insulating methods are not cost-effective and concurs 
with PG&E's position. Staff's Exhibit 37 (p. 48) states that PG&E 
and the staff wi" continue to investigate new methods and report to 
the Commission on any safe~ reliable~ and cost-effective innovation. 

We agree that the moratorium should remain and certainly 
encourage PG&E and the staff to keep us up to date on deve10pments. 
PG&E should continue to investigate the most cost-effective methods 
of weatherizing mObile homes. 
Minor Home Repair ~imit 

PG&E wishes to raise the maximum allowance for minor home 
repairs associated with weatherization from S200 to S400. PG&Ets 
evidence showed that from lO~ to lS~ of targeted low-income homes 
could not be weatherized because needed repair work exceeded the S200 
limit. Approximately 5% to 7% of eligible customers need such 
repairs. 

Staff witness Grove opposed the change because his 
discussion with contractors convinced him problems wou1d resu1t. 
However. he also raised the issue of whether the program shou1d 
subsidize home repairs, even if the customers are low income. 

Cal/Neva opposes the raise because apparently PG&E did not 
ir.clude any augmentation of funds for it in its budget for 
weatherization contracts. and therefore the increase wou1d reduce the 
number of units that can be weatherized. 

We agree that the S200 limit should remain for the reason 
mentioned by Ca1/Neva. Additional1y~ while we are anxious to 
encou~age low-income persons to take ad3ntage of the program, there 
should be a strict limit on the additional subsidy necessary to 
perform minor home repairs as a prerequiSite to instal'ing 
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 b10wer-door test, the proponent o~ a new program should 
present a budgetary ana1ysis of it. This was not done. 
Three-Sid Recuirement 

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

PG&E proposes (with staff support) a three-bid re~uirement 
for multi-unit ZIP loan applications of over 55,000. The owner would 
be required to choose between the two lowest bids. 

PG&E cited "abuses" without being specific. The ALJ asked 
PG&E's witness Dickenson to elaborate. Dickenson cited a newspaper 
advertisement placed by a contractor offering to s~lit the profit 
with multi-unit landlords. He a1so said that a search of ?G&E . 

records had turned u~ some out-of-line costs on jobs performed. 
(Tr. 564-566.) 

Insu1at;on Contractors Association (rCA) representative 
Skip Daum asked why such matters cou1d not be taken care of by 
suspending such contractors from the program. Dickenson replied that 
it might lead to "subjectiveU decisions. (Tr.567.) 

At one point in the procee~ing, rCA suggested "banding" 
limits but that proposal was withdrawn. !n this regard, PG&E points 
out that there is nO workable a1ternative now before us, and, in any 
event, Dickenson testified that the number of contracts affected 
would be sma". As of October 5,1983, there were 261 contracts of 
S5,000 or over. (Tr.·SSe.) 

lCA maintains that no widespread abuses are a matter of 
record, and that a disineentiv~ ;s created. Contractors testified 
concerning this 1atter point. which amounts to the following ~rob1em: 
contractor A spends time and effort soliciting insu1ation work under 
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~the program, lines up 
puts a bid together. 

a customer, spends ~urther time and energy, and 
Then because of the three-bid requirement, 

another contractor (or two contractors) whose overhead is lower 
because of less inclination to do the spadework of se1ling th~ 
program, undercuts the bid. Thus the contractors who have b~en most 
conscientiously promoting ~he program do not get the work, and give 
up. 

Oaum" ,cross-examined on this problem, conceded that there 
could be some evening-out in the 10ng 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, u ••• amons land10rds 
themse1ves, if a land10rd is satisfied with the job, he then re~ers 
that contractor to a friend of his who may a1so be a land10rd. M 

(ir. 736.) 

On bri ef, ?G&E argue~ that the ve.ry exi stence of ZIP gi ves 
contractors an advantage in the multi-unit market. 

• 
Acknowledging the imperfections in any bidding system, we 

believe adoption of PG&E's recommendation is essentia1 to safeguard 
rate~ayer-generated funds which finance ZIP. ~hile there may be 

• 

instances of unfair undercutting, landlords also want reasona~le 

qua1ity and freedom from headaches and tenant comp1aints that result 
from a poor job. Since either of the two 10west bids may be 
accepted, qua1ity plays a part in the system and this shoulc minimize 
unreasonable undercutting. 
The Contract with Cal/Neva 

Some private contractors are dissatisfied with the Ow 
contract between PG&E and·Ca1/Neva. They claim that ~ecause 
Cal/Neva's board is comprised of officials appointed by public 
agenCies. these persons unfairly and categorically favor aw~rding OW 
performance contracts to public bidders, and private contractors are 
shut out of the most lucrative bids • 
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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. ihe 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 to the 
poor. A community action agency is designated by a county board of 
supervisors or a city council, under the federal Economic Opportunity 
Act of 1954. Some community action agencies have operated 
weatherization programs for low-income persons since 1975. 

?G&E contracted with Cal/Neva to provide OW services in 
1983 and again in 1984. PG&E considers the contractual arrangement 

• 
("primary contractU) to be highly successful, because 1983 ow results 
exceeded goals while finishing under budget. PG&E notes on brief 
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 OW project, Cal/Neva prepared a Nrequest for proposals N 

for OW work and distributed it to the following on November 1, 
1983: 

1. Each contractor who had written or otherwise 
requested to be sent a request for 
proposals. 

2. All existing Cal/Neva contractors. 
3. The Contractors State Licensing board. 

9 Ex. 37, p. 73 (staff ZIP exhibit). On brief, staff took no 
direct pOSition on the allegations of some parties concerning 
Cal/Neva's practices, though the brief commented that injection of 

• 
SUCh issues appears to be se1f-motivated by those who did not get the 
majority of business. 
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4. The Insulation Contracto~s Assoeiation, for 
distribution to their members. 

S. All PG&E divisions for distribution ~o 
private, or profit, con~ractors. 

6. All organizations currently un~er contract 
with the State Office of Economic Opportunity 
to perform 10w income weatherization within 
PG&E's service area. 

(See also general1Y,on Cal/Neva's practices, ir. 747-756.) 
After distribution. two "bidders con~erencesw were held on 

~ovember 14 and 15, 1983, in Sacramento, and a third was held 1ater 
at the request of PG&E and some contractors. These were for t~e 
pur~ose of reviewing the request for pro?osals and answering 
questions. 

Proposals were evaluated ~y a ~eam of five memb~rs from a 
consulting organization and two members of the Cal/Neva staff •. (NO 

members of the Cal/Neva OW board were inc1uded.)lO A point system 
weighed equally three factors: organizational ca?ability, marketing 
plan, and cost. Contracts were then awarded after some negotiation 
over number of units to be completed, to accommodate certain changes 
in ?G&E's goals. Additiona1ly. some highest-ranked bidders with 
prices above established maximums were recommended for contracts 
contingent upon reduction in price. 

The testimony concludes with the statement: MBoard members 
abstained f~om voting on their own or competing proposals." 
(Exhibits 15 and 16 show that the 1984 Cal/Neva ow board consists of 
twelve persons, including two PG&E re?rese~tatives and six whose 
community organization was awarded OW contracts for 1982-1983.) 

Oaum of rCA believes that the procedures do not adequate1y 
inform 10sing bidders of the se1ect;on ,rocess. For examp1~, ~yan 
testified that whi1e losers were contacted and the se1ection system 

10 ihe weatherization board and Cal/Neva's board of directors are 
~ separate. The weatherization board awards OW contracts. 
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was expla;ned~ details of successful bids we~e not disclosed. in the 
be1ief that this would discourage future bidding since some methods 
of estimating are deemed by the bidders to be proprietary. 

Oaum a1so believes that application of the point system has 
too many variables known only to Ca1/Neva ;nside~s~ and that it is 
too easily manipulated in favor of public organizations. The public. 
in his view. would benefit by greater emphasis on the lowest bid, 
since the dO' lars in the ~rogram would go farther. Daum cites the 
fact that while Cal/Neva claims 70% of the contracts go to private 
contractors, the perce~tage means little since the largest contracts 
are usually placed with public organizations. 

In this connection, Jim and ~ichele Sea1y. contractors fro~ 
Oroville, point out that of 44 contracts awarded for 1983, 39 w:re 
awarded to community organizatons. (The exact geographical area 
covered by that statistic is unclear. Ryan, testified that 12 of 4S 
contractors were private.)ll 

On cross-examination it was shown that tCA was given the 
opportunity to bid on the primary contract which was awarcec to 
Ca1/Neva. that rCA has been represented on the Ca1/Neva 
weatherization board, and that in the past, the rCA board 
representative partici~ated in the bid ~rocess and in the award of 

contracts. It was further brought to our attention that a majority 
of insulation contractors do not belong to lCA, and after the 
conc1usion of hearings we received numerous letters from persons 
identifying themselves as private insu1ation contractors and 
repudiating Oaum's views. 

11 The fore90in9 review does not include discussion of the charges 
and countercharges concerning a bid of the Sea'ys. We have no 
jurisdiction to rectify the alleged wrongs brought to our attention. 
Evidence presented on the subject was, on both sides, undocumented 
hearsay. We affirm the ALJ's ru'ings limiting the extent of 
presentations on this matter. 
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PG&E's brief urges us to remember the history of OW when 
considering this evidence. It considers the particular request of 
ICA on how the system should be changee as 1ikely to destroy 
financ;a1 accountabi1ity. 

"OW was introduced ~ecause ZIP was not reaching 
the low-income market. (Decision 82-11-019. 
Finding of F~ct l, p. 16; Tr. 582-583). 
Initial1y, c~mmunity-based organizations (CSO) 
won the 1arge;t share of OW work because they had 
demonstrated access to the 10w-income community. 
(Tr. 762). ~cwever~ a1ready in 198~, some ceo's 
have been out~id by and replaced by priv~te 
contractors. ~Tr. 751). The lCA admits that 
anyone can bid for OW work. (Tr. 988). 

"Basica1'y, the private contractors want 
authorization to do their own OW work wherever 
they find an eligib1e customer (Tr. 90, 724), 
with a recommendation that ?GandE finance any 
dea1 a contractor can obtain. with no protection 
against fraud. (Tr. 989-991). However. the lCA 
has done no analysis of how their proposa1 to let 
private contractors do OW work would be 
integrated into the present structure. Nor has 
tCA submitted a proposa1 to Cal/Neva. (Tr. 979-
geO). 

"PGandE was a~thorized to begin the OW program in 
Decision 82-11-019. Cal/Neva was se1ected, after 
competitive bidding. to imp1ement the program 
because it would get the program going quickly in 
a cost-effective manner." 
Discussion: No competent evidence on this record 

estab1ishes any impropriety on the part of PG&E or Ca1/Neva in 
administering the OW program under the ~rimary contract. Interested 
parties apparently contend that even if the members of the OW board 
refrain from conf1ict-of-interest votin9~ 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 any case, we are convinced from a review of the evidence that 
private contractors are not denied a reasonable opportunity to 
participate. and that the system does not waste ratepayer funds • 
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We agree with ~G&E 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 
clear that PG&E ~roper1y exercise~ its discretion in awarding t~e 
primary contract to Cal/Neva. I~ a consort1um of private interest~ 
believes it can do even better, it should make a specific proposal to 
Cal/Neva or directly to ?G&E. ihe Cal/Neva~?G&E contract is 
nonexc1usive. 

It is in the publiC interest. however~ with as much 
ratepayer money as is involved, to insure that appeara,nces as well as 
realities are such that confidence in the system is not undermined. 
In this regard we are concerned a~out Cal/Neva ' s practice of not 
disclos;ng the winning bid. We consider Ryan's assertion that this 
would discourage bidding to be questionable, and neither Cal/Neva nor 
PG&E presented any contractor testimony to show that this wou1d 
occur. We will order reformation of the primary cor.tract to require 

• 
such disc10sure. This need not include disclosure of a contractor's 
source of supplies. but only of the comp1ete bid itself, as presented 
to Ca1/Neva. and only after the award is made. 

Also. the record in this case is c1ear that~ de facto, 
there is no conflict-of-i~terest voting by Cal/Neva's weatherization 
board. We will expect Cal/Neva to continue its practice of voting 
appropriately to avoid conflict of interest. We wi1l not, however, 
require ammendment of the ?G&E Cal/N~va contract in this regard. 
Potentia' Income iax Liabilities 

PG&E's financial witness Thomas Sottorf~ deveioped in his 

prepared testimony that up to S29.2 mi'lion additional CFA rate 
relief could be necessary if federal or state taxing authorities 
impose certain additional tax liabilities on the OW and 
weatherization rebate components of ZIP. On this basis PG&E requests 
advice letter filing authority to pass on to ratepayers such 
additional costs if they arise. 

?G&E may ,lace its request for such additiona1 funds in the 

• 
advice 1etter authorized by this decision~ but this authorization 
should not be construed as our present decision to grant the relief. 
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Balancing Account 
Bottorff also proposes continuation of the CrA expense rate 

balancing account because of the addition of the OW program and the 
new rebate program. 

Staff proposes its termination on the basis of our 
discussion in 0.92653 to move eventually to conventional ratemaking 
treatment of the expenses. 

While we disfaVOr balancing accounts~ we will al'ow the erA 
balancing account to continue for the time being for the reasons 
stated by PG&E's witness. Staff may renew its recommendation in the 
next proceeding of this type. 

IV. RCS ISSUES 

IntrOduction 
There were fewer detailed disagreements between ?G&E an4 

the staff concerning RCS program costs. Of chief concern to the 

• 
staff was its belief that HClass A" audits should be streamlined and 
their costs re~uced. and that total RCS audit goals should be reduced 
because ,as of January 1. 1984. there was no longer an audit 

• 

requirement as a precondition to state tax credit for wall insulation 
installation. 

Community Network for Appropriate TeChnologies (CNAT)~ a 
community organization in Santa Rosa~ made an extensive presentation 
~o demonstrate that a1ternatives are needed to the present ReS 
program to achieve better coverage and better ReS resu1ts • 
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PG&E has stated on brief that it intends to offer 
»comparable services» to its customers after 1984 regardless of 
whether federa1 law is extended to require the ~rogram in 1ater 
years. 

Without deciding the issue now, PG&E and other parties must 
understand tnat we are not committee to permanent ratepayer funding 
of a nonmandatory RCS (or substitute) program. Strictly as a common 
sense measure because of ~he tie-in between ReS and the marketing of 
ZIP, the order in this decision wi1l continue ReS financing for 
1985. This will allow Congressional intention to be understood and 
will preclude any necessity for an application for ReS only at the 
end of this year, and requests for emergency orders. 
RCS Program Costs 

According to the staff exhibit on ~CS. PG&E essential1y 
achieved its RCS audit goals for 1983. However PG&E has fai1ed to 
develop a 10w cost simplified audit. For 1984. it forecasts the 

~ following demand for audits: 

• 

Audits 
Walk-through (in conjunction with Z!P) 
ReS Class A 
Multifamily (based on 2,450 com?lexes) 

Total 

Target Groups 
Low-income 
Seniors 
Non-English speaking 
~ental 

Community Co~taets 

Units 
13,000 
96,000 

117:000 
226.000 

36,800' 
41,100 

2.700 
82.700 

63.000 

Staff's recommended goals are very similar. but staff 
reduces the Class A audit goal to 90,000 and then adds 10.000 C1ass 3 
audits. 

During a C1ass A audit, a PG&E specialist inspects a home. 
reviews billing data, and uses eomputer~generated estimates to 
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"tit identify eonse"vation mesu"es a"e effective if installed. Cost 

• 

estimates are provided on a contractor-retained and a do-it-yourse1f 
basis. 12 

The specia1ist wi1' perform a walk-through audit instead of 
a full Class A analysis, if the customer states a preference for it. 

The customer does ~ot receive a computerized acdit in that case. 
A Class S audit is a do-it-yourself project. The customer 

completes entries in a book1et and mails it to ?G&E. ?G&E returns a 
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 ;s requested. PG&E criticizes staff's reduced Class A 
90al on this basis. 

Staff witness Grove pointea out the following factors 
leadin9 him to conc1ude that ?G&E's 1984 budget for audits should be 
reduced: 

1. Wall insulation no longer requires an RCS 
audit to qualify for a state tax credit. 

2. ihat is also true of ~loor insulation for 
e1ectrically heated homes. 

3. Thus, beginning with this year, an RCS audit 
;s only necessary for clock thermostats. 
intermittent ignition devices. storm windows. 
storm doors, and f100r insulation for gas
heated dwellings. 

4. PG&E has already audited over half a million 
dwel1ings, with 200,000 dwe1lings receiving a 
C1ass A audit by the enc of 1983. 

It was therefore the witness's opinion that ReS, and in 
particular the Class A audit, is a dec1ining program. 

Further. staff points to ?G&S's own announced attem~ts to 
streamline the audits and reduce per capita expenses. (ihis 
simplification process does not include the multi-unit audit~ which 

~ 12 Auditors also encourage ZIP participat~on. Staff has expressed 
~ reservations over the use of ReS as a ZIP marketing tool. 
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.~ requires detailed analysis and a sophisticated computer support 
program.) In spite of the announced steamlining. ?G&E's own estimate 
for a Class A audit for 1984 is $l08.l2 agains: S99.84 for 1983, and 
its predicted C1ass A audit total for 1984 ~s 96.000 compared to its 
predicted total of 89,000 for 1983. 

Because there is a tie-in between RCS and ZI~ (see, for 
example. the C1ass A audit material in Exh. 32) staff is concerned 
that as time passes, the RCS Class A audit wi'1 ~e of more benefit as 
a ZI~ promotion tool than for its own sa~e. 

?G&E denies that there is any reduction in demand for 
Class A audits. !t a1so vigorously opposes a shift to the C1ass 3 
audit because it is not necessarily accurate and its energy savings 
are less. 

?G&E criticizes staff's proposed S75 as a target for' 
expense of a Class A audit as not based on any actual study. and 
points out that the staff witness could not identify 1ine items in 

• 
the audit that he wou1d specifically reduce or e1iminate. 

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 to have the audit. 
We also agree in p~inei~le with the staff that ?G&E should make every 
effort to reduce the cost of the audit and have placed a cap on the 
Class A audit cost of S75. ?G&E is expected to develop the 
simplified or Class B audits. We note that SoCal Gas has d~veloped a 
Class B audit (certified by the CEC) to reduce program costs. 

We will also fo'10w the general princip1e mentioned in our 
discussion of Z!? and associated programs: that ?G&E may use RCS 
funding f'ex;bly~ but with its own recommended 198' lev~'s for the 
Stockton irainin; Center and for Community Outreach as abso1ute 
cei1ings. We recognize that in view of overall budget restrictions, 
?G&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 B audits. We do not accept PG&E's 
arguement that the C1ass B audit cannot compare with the Class A 
since other uti1ities have developed simp1ified or Class 3 audits 
which are certified by the CEC and provide satisfactory resu1ts,and 
reduce program costs. Whi1e these audits may be 1ess accurate, they 
are cheaper. Staff estimates the cost of a C1ass 3 audit as S'O, 
which we adopt. 

Staff's ana1ysis and recommended ReS adjustment rate for 
1984 are detailed in the table ~f staff-recommended goals and 
expenditures and the comparison table which fol1ow • 
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• 

!.!.ne 

1 

2 

3 

4 .5 
6 

7 

PAC!FIC GAS A~1> ~ lEC'!'R!C CO~.\"'f:! 
A. 83-08-06 

RESIDE~!!AL CONSSRVA!!ON SZRVI~S 
!A3lZ OF S:AFF-RZCO~~DED 

GOA!S A~ EX?::~O !'I"'JRZS 

I:e::l/T;I.":Je 0: A~di: Nt::ber Cost/A.~di: 
(A) (B) 

Class "A" Audits 90,000 

Class uB" Audits 10,000 

MUD Co=plex A~di~s 
11 

2,400-

~D units 117 ,000 

Subtotal 

Stoek:on Training Center Funds 
transferred fro~ 19S4 general 
ra.te ease 

Coaounity Outreach Cen~er Funds 
tra.nsferred fro~ 1984 general 
ra1:e ease 

(~) 

$75 

$40 
21 

$1,072.50-

$22 

Total Reeo~ended Expe:di:~re for 1984 

• 11 Represents PG&Z's 1983 ~D Coeplex goals. 

To:al Cos: 
(D) 

$6,750,000 

400,000 

2,574,000 

9,724,000 

257,000 

754,800 

10,735,300 

61 An average cost of $22 per unit is the ba.sis for tbis aoount. 
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.• Res ~alancins Account 

• 

• 

As with the accounting treatment for ZI?, the staff 
recommends elimination of the RCS oalancing account. ?G&E has 
proposed indefinite retention of it. ?G&E cites the uncertainty in 
the demand for audits. 

"For example, if the program does terminate~ there 
could be a last-minute rush for audits. Without 
a balancing account, ?G&E could not fund such a 
last-minute demand. (ir. 1160.) Simi1ar1y, if 
demand unexpectedly dropped, any overcoliection 
would be returned to the ratepayers, with 
interest.. (Tr. 1162.) Staff's proposal protects 
the ratepayers against overcol1ections but leaves 
?G&E at risk for undercol1ections in a program 
over which ?G&E has little control on the demand 
for the programs. A one-sided balancing account, 
as proposed by staff, is extremely unfair and 
should be rejected. N (Brief, page 63.) 
Because under federal 1aw, PG&E ~ provide Class A audits 

to those re~uesting them, we will for the present continue the 
balancing account. As we stated earlier, we are not eommitted to 
permanent ratepayer funding of a nonmandatory program. Therefore we 
expect parties to address termination of the RCS program in ?G~E's 
next offset proceeding_ 
The Need for Alternate ?roarams 

CNAj's proposal for involvement of community-based 
organizations in the ReS program was presented ~n much detail. 

Susan Keller, executive director for CNAi, testified that a 
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 goa1s 
better and therefore report results more 
accurate1y; 

2. The present mu1ti-unit audit ;s essent;a"y 
land1ord-oriented; 
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.' 3. PG&E nas never estab1isnec a C1ass B Mdo.it· 
yourse1 f " !~dit. which has gOOd 
potent,al. 

4. Educational materials are inadequate. and are 
monopolizec by ?G&E and not made availab1e to 
community organizations. (Examples of 
educational materials ~rOduced by municipal 
~t;lities. etcI,were cited as 
, mprovements.) 

S. There is an ;nade~uate tie-in between ~CS and 
OW. Such integration would maximize dollar 
value and make delivery of services to low
income areas more efficient. 

6. The "monopoly~ of RCS services by PG&E 
prevents use of diversified sources to search 
for low-income participants. 

7. PG&E's record-keeping on penetration of 
target groups is self-serving and 
ina c cu rat e • 

CNAT makes numerous other contentions concerning a1leged 
inadequacies of the programs PG&E operates. Recommendations include 

• the fol 1 owi n9: . 
1. Designate a minimum of 50~ of the ?G&E RCS 

budget for community-based ~CS programs. 
2. Establish and fund an RCS technica1 council 

composed of Commission, CEC, and 10cal 
government personnel to suppor~ 1oca1 ReS 
programs, and order ~G&E to provide it with 
ed~cationa' material. 

13 See previous discussion. Our 1984 adopted ReS program ~rovides 
for Class S audits. 

14 Some of the ?G&E educational materia' was shown as not actual1y 

•
intended for public distribution but rather as technical training 
manuals. 
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3. Order ?G&E to develop a U core " audit with 
generic findings s;m~Sar to that of SoCal 
Edison to cut costs.· 

4. Integrate OW with RCS. 
5. Order ~G&E to inc1ude customer eligibility 

for Z!P and RCS with monthly utility bills. 
The above is not a comp1e~e list of the recommendations, but in tota1 
they would amount to a major revision of the entire program, with 
community-based organizations, rather than ?G&E, in the forefront. 

CNAT asserts that ~G&E'S umonopo1y" of the RCS program is 
contrary to law, although we are furnished no citations. ?G&E states 
that there is no provision of law requiring utilities to contract ~CS 
work to community organizations, and research discloses no such 
requirement. ?G&S has ~roposed, in its 198' budget, an item of 
5940,000 to contract some RCS audit work to community-based 
organizations. 16 Three groups were awarded contracts in 1983 but 
startup costs resu1ted in higher costs than budgeted • 

15 The ?G&E exhibit on 19&4 ReS plans mentions development of 
generic standards to speed audit time. Staff and ?G&E did not 
develop this in detai1 p nor did CNAip and there is insuffici~nt 
competent evidenc~ on it for us to make a specific ord~r. We wil' 
order PG&E to investigate the use of such standards as a method of 
speeding audits~ and cutting expenses~ and wi" authorize ?G&E to 
begin using suCh standards at its discr~tion • 

• 
15 Staff l $ 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 e~uip itself to keep the ReS 
program moving at its current level if its proposals were accepted. 

CNAT's concern about Wtarget groups" is well.taken, and 
PG&E's penetration of such groups is not perfect. but it is most 
likely that inevitable delays and confusion caused by changing 

systems at tnis late date would result in poorer resu1ts, and at a 
higher price. We have reviewed PG&E's pu~licity associated with ReS 
and find it to be adequate. 

To assist community groups such as CNAT, we see nothing 
wrong with directing PG&E to use some of the community outreach funds 
to produce and distribute adequate RCS literature for use by 
community organizations. This wi" not be an order specifying any 
particular dollar expenditure nor guarantee unlimited avai1abi1ity of 
such literature. 

Otherwise. CNAT's recommendations are rejected • 

v. ADVICE LETT~R F!L!NG 

The unexpected variety of issues delayed the resolution of 
this proceeding. Since we are past the midpoint of 1984, we wi" 
make the order in this d~cis;on effective immediately. 

Only about 12 of the 18 months envisioned as the life span 
of rates set by this decision remain. ~e will divide this remaining 
time in half and permit an advice letter fi1ing in iate 1984, on the 
subjects mentioned in the order. As previous1y discussed. this 
advice letter will not include a request for greater total relief 
than granted in this deciSion, except on the contingent tax liability 
prob1em. Its purpose, in essence, wi" be to aliow PG&E to make use 
of tota1 authorized funds to the best advantage of the programs • 
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More freQu~nt advice letters are too much of a burden on 
staff and the Commission's ~rocess~ and~ in any event~ this decision 
itself gives ~G&E much flexibi1ity in expending sums. 
Findings of Fact 

1. Because of the continuing need ~or conservation of 
resources~ our previously selected termination date for ZIP financing 
(in D.92553) of Oecember 31~ 1986. should remain unchanged. 

2. Res is a federally mandated program through the end of this 
year. While we are not committed to ratepayer financing of a 
nonmandatory ReS program. as a practical matter it is in the public 
interest to continue ratepayer financing of it at least through 
June 30. 1985. 

3. It;s appropriate to evaluate termination of the RCS 
program in PG&E's ~ext offset proceeding. 

4. PG&E's 1983 program accomplishments and ex~end;tures are 
reasonable, however. in the future more emphasis should be placed on 
budgetary management of ZIP and ReS programs and administrative 
expenses. 

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

S. It is reasonable to make the order in this decision 
effective through June 30, 1985 to avoid processing future decisions 
near the end of the ca1endar year, and to avoid requests for 
emergency orders. 

7. Within ZIP and wi~hin RCS, PG&E should be given f1exibi1ity 
in shifting sums among administrative r.ategories and programs to make 
optimum use of funds in meeting programs. subject to certain specific 
ceilings, and to a "floor" for OW. 

8. The staff's tota1 estimated 1984 ZI~ budget of $48.541,119 
;s reasonable for the 1984 year. PG&E shou1d be a'lowea to reassign 
funds and reb~dget among administrative categories and programs. 
subject to PG&E'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 costs which need carefu1 regulation, and for Community 
Outreach and the Stockton Training Center, because of upward pressure 
in those areas. 

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

10. Staff's development of a rebate schedu1e is simpler and 
should be adopted except for the "original receipt" requirement. 

11. Big Six conservation measures should be par:ia11y decoupled 
for the rebate program only. Full conservation measures should be 
required 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 st~ff recommendation. . 

13. No sufficient evidence was presented to warrant an increase 
in the ;·nspection rate of dwellings, with attendant cost increases. 

14. Credit stand~rds for ZIP lo~ns nave been, and are, 
extreme1y liberal. They shou1d be tishtened to a minor extent to 
reduce bad debt losses and administrative costs associated with 
loans. It;s reasonable to reduce from three per year to one per 

year (that is, the previous year to tne loan app1ication) the maximum 
number of 24~hOur notices an applicant may receive and still be 
e1igible for a ZIP 1oan. 

15. No change in fees paid to co11ection agencies is necessary_ 
16. The present two-loan limit should be retained to assure 

broad app1ication of the ZI~ program. 
17. For the reasons the staff advocated, it is not reasonab1e 

to allow loans over SS,OOO to be assumable • 
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18. 
door test 
required. 

Staff's proof that we should order the adoption of a blower 
program is inadequate. and no such program should be 
Parties should evaluate this program in the next 

proceeding. 
19. PG&E's OW goals are reasona.Ole, and ?G&E shou1d have the 

fl exi bi 1; ty to make changes wi thi n OW budgetary categor'i es. Because 
this program is vital, PG&E's estimated 523.1 mil1ion for the program 
shou1d be regarded as a ~floor" for expenditures. 

20. A OW program for renters of multi-unit dwellings 'is 
inadvisab1e because of potential landlord abuses of such a pro9 ram. 
No ?G&E study of this subject should be required. 

21. Mobile homes and single family rental units shou1d be 
e1igible for·OW participation within the total OW budget, and with 
the same requirements for ~i9 Six measures as for other dwel1ings 
(cf. Finding 11). 

22. PG&E's moratorium on ZIP 10ans for mObile home roof 
insu1ation should remain in place. If new methods of insulating 
mObile home roofs are invented, ?G&E and the staff Should make 
appropri.ate recommendations in any future proceeding on this subject. 

23. RaiSing the minor home repair limit under OW from $200 to 
S400 ;s not advisable because funds thus expended may reduce the 
scope of the program. 

24. The three-bid requirement for ZIP 10ans over $5.000 is 

reasonable as an essential safeguard for ratepayer-generated funds 
and will not unduly impact the ZIP program. 

25. ?G&Efs contract with Cal/Neva is reasonable but shou1d 
include provisions re~uirin9 disclosure of winning bids after the 
awards. 

25. ihe ZIP ba1ancing account should remain in p'ac~ until our 
further order. because of program changes • 
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27. Recognizing the valuab1e tie-in between ZIP and RCS. we 
should a110w RCS funding and programs to continue unti1 June 30. 1985 
regardless of Congressiona1 action. This wi1l also obviate requests 
for emergency relief in late 1984. 

28. Staff's reduced budget level for ReS is reasonabie for 
1984. 

29. As with ZIP, PG&E should have fiexibi1ity to transfer sums 
among ReS categories, provided that PG&E's budgeted amounts for the 
Stockton Training Center and for Community Outreach are not exceeded. 

30. Staff's recommenda~ion for 90a1s of 90.000 Class A audits 
and lO~OOO Class S audits ;s reasonable. PG&E should be ordered to 
institute and promote Class B audits within reasonable budgetary 
constraints. and shou1d be permitted to experiment with and use 
generic C1ass A standards without our further order. 

31. PG&E Should be ordered to investigate and report on USe of 
generic audit standards as a possib1e cost-saving measure • 

32. CNAT's proposa1s on changing the system of delivering ReS 
to the public cannot be adopted at this date without excessive 
administrative adjustments and expense. Any advantage to the use of 
community-based organizations as the primary (or co-equa1) providers 
of ReS services is outweighed by the problems of changing. this late 
in the life of the ReS program, from one basic system to another. 

33. The preceding finding shou1d not be interpreted as 
abridging PG&E's efforts to establiSh pilot programs with community 
organizations, within budgetary 1imits. 

34. PG&E should make a reasonaoie amount of ReS 1iterature 
available to community organizations. 

35. One advice letter fi1ing for program 
a1lowed in 1ate 1984 as set forth in the order. 
1etters are unnecessary and burdensome • 
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• Conclusions of Law 
1. The application should be granted to the extent set forth 

in the order. 
2. One advice letter filing, as specified in the order, should 

be permitted in late 1984. 
3. Because we are past the midpoint of the 1984 test year. the 

order should be etfective immediately. 
4. If no further order of the Commission on continued funding 

of CrA or ReS programs issues in either this proceeding or in a 
subsequent application by June 30. 1985, programs should cor.tinue as 
provided in Ordering ?aragraph 19. 

C ROE R 
-------~ 

IT IS ORDERED that: 
1. PG&E shall offer its Z!~ program until further order of the 

Commission at staff-recommended funding levels (an~ua' basis) and 

• 
under program goa1s as proposed oy ?G&E. 

2. Without further order from the Commission. ?G&E may 
rea1locate sums within the ZIP budget. subject to PG&E·s own 

• 

recommended budgetary amounts as ceilings for rebates. comm~nity 
outreach. tota1 10an costs. and the Stockton Training Center. 
Reallocations shall be shown in PG&Ets monthly re~orts. 

3. Within 30 days of this date. ?G&E shall commence its 
proposed rebate program, under staff's rebate schedu1es and 
conditions. 

4. ~G&E shall continue to require installation of all BiS Six 
measures as condition precedent to a ZIP loan. For the rebate 
program, the following conditions shall apply: 

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

b. Except for mobile homes, flat-roofed homes, and 
ot~er dwellings with no attic space, a minimum of 
R-19 attic insulation must be in place at the 
time of the inspection, provided that R-11 is 
acceptable if installed before 1978 • 

- 64 -



• 

• 

• 

A.33-08-65, A.83-08-65. ALJ / jt/vdl /jv ALT/COM/LMG 

5. ?G&E is ~uthorized to reduce its level of OW inspections to 
not less than 20~ for contractors maintaining a first-inspection ~ass 

rate of 90~ or better. For both OW and ZIP (inclu~ing rebate) 
installations, the following conditions shall apply: 

a. When a jOb fails for safety reasons, PG&E shal' 
inspect the 100 jobs immediate1y preceding. or 
those which were done in the preceding 30 
calendar days, whichever is less, and which were 
not previously inspected. 

b. PG&E shall continue inspecting such contractors 
at a lOO~ 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. 

S. Staff's generic loan 1imits and conditions are adopted. and 
PG&E sh~ll place them into effect. 

7. ?G&E shal1 revise its ZIP loan credit standards so that a 
maximum of one 24-hour notice for the year preceding the application 
is a'10wed • 

8. Within the adopted ow budget. mObile homes and rented 
single family dwellings shall be eligible for participation. OW 
expenditures shall be maintained at PG&E's proposed 1984 level. Pfi&E 
may include in its advice letter filing justification for change of 
that 1 eve1 • 

9. ?G&E shall place into effect its proposed three-bid 
requirement for loans over S5.000~ 

10. PG&E shall cont1nue its morato~ium on ZIP loans fo~ mObile 
home roof insulation unti' our further order. 

11. Within 60 days of this date. PG&E shal1 modify its contract 
with Cal/Neva as indicated in Finding 25. 

12. PG&E sha1' maintain the ZIP and RCS balancing accounts 
until our further order. 

13. Without further order rrom the Commission PG&E may 
rea' locate sums within the ReS budget p subject to PG&E's own 
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recommended budgetary amount as ceilings for community outreach 
(including "pilot programs") and the Stockton Training Center. 
Reallocations shall be shown in PG&E's month1y reports. 

14. PG&E shall fu1fil' staff's recommended annual goals of 
90,000 Class A audits and 10.000 Class B audits within established 
cost caps. PG&E shall oegin promotion and availaoility of Class S 
audits within 30 days of the date of this order, and sha'l maintain 
the program within sound budgetary limits. 

15. PG&E shal' use a reasonable amount of its community 
outreach budget to make appropriate RCS iiterature avai1able to 
community-based organizations. 

16. PG&E is authorized to experiment with. and to apply, 
generic Class A audit standards. Concurrently with the filing of its 
advice 1etter, PG&E sha'1 furnish the Commission with a report and 
any recommendations on use of generic audit standards as a means of 
expediting audit and reducing audit costs • 

l7. During late 1984, PG&E ;s authorized to file an advice 
letter on programs and expenses which are the subject of tnese 
applications. The advice 1etter may maKe any recommended changes in 
program funding 1evels within the annua1 totals found reasonab1e in 
this decision which are not a1ready authorized by the by the budget 
flexibility provisions of Orderin9 ~aragraphs 3 and 13. ihe advice 
letter may inc1ude a request for additional rate relief made 
necessary by income tax changes. 

l8. Within ten days of the date of this order, ?G&E shall: 
a. Change the CFA ex,ense rate balancing account 

factors for a11 classes of service to 
SO.00006 per k~h anc SO.00515 per therm, on a 
uniform cents ~er kWh and cents per therm 
basis. 

b. Decrease the RCS ba1ancing account factors 
for al1 classes of service to 50.00004 ~er 
k~h and 50.00145 per therm. on a uniform 
cents per kWh and cents per therm basis • 
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19. If there is no further order on the subject between now and 
June 30, 1985; PG&E sha'l continue to collect CFA revenues under the 
expense rate balancins account factors authorized as of June 30, 
1985, and sha1l continue to fund and operate eFA programs p~ncing 

further order of the Commission. 
20. Concurrently with the filing of its advice letter, PG&E 

sha1l submit a study on the use of generic standards for Class A 
audits along with a plan for termination of the ReS program in its 
next fi1ing. 

21. In any future app1ications on this subject matter, PG&E 
shall submit its applications and exhibits so that recorded and 
estimated (test year) financial and program information is directly 
comparable. On or before October 1, 198A. ?G&E shall submit for 
review a proposed format for future applications which will 
accomplish this purpose.-

22. These applications are granted in part as set forth above 
~ and otherwise denied, and this proceeding is c1osed. 

This order is effective today. 
Oat e d J U L '; 8 1984 ~ at San F ran cis co. Cal ; of 0 r n ; a • 
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APPENDIX A 

List of Appearances 

Applicant: Peter W. Hanschen, Merek £. Lipson, and Robert B. 
Mclennan, Attorneys at Law, for Pacific Gas and Electr,c 
Company. 

Interestec Parties: C. Hayden Ames, Attorney at Law. for 
ChiCkering & Gregory; ~. R. Balcschun, for City of Palo A1to; 
Juan E. Barrientes, for Casa Raza; ~a1ter M. Hals, Attorney at 
Law, for Sou~h ~ay Insulation Contractors ASSOc 1 ation; James 
Hodges, for California/Nevaca Community Action Associat1on; 
Susan Ke'ler, for Community Network for Appropriate 
Technolog,es; F. E. John, D. K. Porter. and i. O. Clark by J. C. 
Kohn, Attorney at Law, for Southern California Gas Company; 
Barbara A. Greene. for North Coast Energy Services; Skip Oaum, 
Tor Soutn Bay Contractors Association; and Michelle Sealy, 
George Whitlow, and Felix G. Ortiz for themselves. 

Commission Staff: 
Lueeni • Thomas 1>. Corr, Attorney at Law, and Sesto 

(END OF APPENDIX A) 
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