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Decision 88-10-055 OQctober 26, 1988
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
SOUTHERN CALIFORNIA GAS COMPANY )
(US04 G) for authority to decrease ) Application 87-10-021
the Conservation Cost Adjustment ) (Filed October 16, 1987)
(CCA) component of its rates. )
)

, Attorney at lLaw, for
Southern California Gas Company,
applicant.
i ,_for Southern California Edison
Company, James Hodges and Wi
» for California/Nevada Communxty
Action Association, The East Los Angeles
Community Action Association, and The
Association of Southern California
Enexgy Programs: Joseph J. Honigk, for
Insulation Contractors Association:; and
Edwaxd Duncan, for himself; interested
parties.
Lames_Rood, Attorney at Law, and Donald
Schultz, for the Division of Ratepayer
Advocates.

OPINTION

Southern California Gas Company (SoCal) seeks authority |
to decrease the Conservation Cost Adjustment (CCA) component in its

rates by $12.993 million annually. SoCal also recquests the
following: _

1. Authorization for spec;flc ‘programs, all of
which. are- designed to. assist low and
moderate income customers to use natural
gas efficiently thereby reduclng thezr
energy costsr

Authorization to recover in rates the

revenue deficiency result;ng from the sale
of its solar loans.
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Authorization to combine its comsexvation balancing
accounts inte- a single consolidated balancing account
and

4. A Commission finding that SoCal’s 1987 CCA

expenditures were reasonable.

A prehearing conference was held before Administrative
Law Judge (ALJ) Q’Leary at Los Angeles on March 2, 1988. At the
prehearing conference, SoCal and the Division of Ratepayer
Advocates (DRA) announced that it was likely that a settlement
could be reached. As a result, a settlement workshep-was s¢cheduled
and subsequently held on April 5, 1988 in San Francisco.
Represented at the workshop were SoCal, DRA, Insulation Contractors
Association (ICA), the California Nevada Community Action
Association, the East Los Angeles Community Union and the
Association of Callfornla Energy Programs (Cal-Neva et al.).
SoCal, DRA, and ICA were able to reach agreement, however, the
‘other parties to the workshop were: unable to reach agreement with -
the three agreeing parties. _ '

Public hearing on the application was held before
Administrative Law Judge (ALJ) O'Leary at Los Angeles on April 27
and 28, 1988. The matter was submitted subject to the filing of
concurrent opening and reply briefs on June 1, and 15, 1988,
respectively. Opening briefs were filed by all partles<except
Mr. Duncan. Reply briefs were filed by all parties except
Mr. Duncan and DRA.

The agreement reached between the. SocCal, DRA and ICA was f"*

reduced to writing, ‘signed by. the agreeing parties.. and recezved in
evidence as Exhibit 1. A copy ot ExXhibit 1. in its entlrety 15
attached hereto as Appendlx A. The terms of the st;pulatlon and
agreement can be summarized as follows:

1.01 Program Expense Requirement

CCA.expehse'requzfemeht for 1988 shall be
$35,757,551 and for 1989 shall be
$20,800,806¢

'
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Ve lV

SoCal will continue its CIEP through
1989. Commencing with 1990 funding for
CIEP will be sought in general rate case
applications.

1988 CTEP Di Weather .
The goal for 1988 shall be 40,000
dwelling units. The Furnace Repair and
Replacement Program shall continue with a

goal of 286 units. The 1988 expense
recquirement shall be $24,765,776.

89 ¢

SoCal shall continue its direct
weatherization program and shall
implement the Efficient Energy
Utilization (EEU) Program which offers
low-flow showerheads and watex heater
blankets to low~income customers. To
qualify for direct weatherization in
1989, it will be required that the
dwelling be eligible for attic insulation
and that attic insulation be installed.
In the case of multi-family dwellings if
the structure qualifies for installation
of attic insulation, all’ dwellings within
the structure shall be eligible for
dixect weatherization. The expense
requirement for direct weatherization
shall be $10.4 million and for EEU shall
be $8.2 million. The goals for 1989
shall be 10,000 dwellings for direct
weatherization and 88,000. for EEU. SocCal
shall continue its Furnace Repair and
Replacement Program with a goal of 286
units. SoCal will have discretion to
“ shift funds among its Direct -
Weatherization and EEU activities to
achieve an optimum level funding within
the $18.6 million budget. Should actual
expenditures exceed $18.6 million, SoCal
shall either seek additional funding
through an Advice Letter filing or




A.87-10-021 ALJ/FJO/rth *

accunulate an underceollection in its CCA
balancing account.

ic : D ,
The minimum square footage requirement
for installation of attic insulation
shall be reduced to 300 square feet from
600 square feet. In 1989 a tiered
structure of compensation shall be

utilized to reimburse contractors for
installation of attic insulation.

EJ 1 w !1 l‘ L

SoCal shall continue to investigate Block
Weatherization as a means to qualify
dwellings for its Direct Weatherization
Program. Block Weatherization shall be
continued in 1989 if it is determined to
be feasible and cost effective. SocCal
shall consider the' recommendations of
each CBO and CAA or other entities with
respect to the institution of block
weatherization.

Pxime Contractor

SoCal shall be authorized to utilize a
prime contractor to carry out EEU- and
Direct Weatherization activities. A
prime contractor will be authorized to
engage. sub—contractors.

W ] » - . . - L .
Bxogram (WFCP) Incentives - .

This actmvxty~wxll continue for 1988 and
1989. _The expense’ requlrementkshall be
as folIOWS' _ , ‘

WFCP Loans $ 220,580 $121,840
WFCP Maintenance. - 1,108,030 636,190
Direct Sales Program. (896,348) 0
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i Sales .

SoCal requests that it be authorized to
use the remaining bhalance of $896,348 to
offset 1988 CCA expenses.

~ "

SoCal shall“include in its 1988 revenue
requirement the $7,449,823 revenue
defmcxencyﬁussociated W1th the sale of
its solar loans approved in D.86-12-058.

SIEP Affordaple Housing Program
Encourages the use of natural gas in low
Lo moderate income dwellings for space

heating, water heating, cocking, and

clothes drying. The program goal will be
10,000 un;ts annually.

SoCal’s 1987 CCA eﬁpenditures,were

reasonable and should be recovered
through the CCA balancing account.

i ... b I ‘ |

The WFCP, RCS, -and Solar balancing
accounts and rate components shall be
consolidated into a CCA balancing account
and CCA rate ccmponent respectxvely.

Based upon the 7Standard Practice Manual

for Economic Analysis of Demand Side
Management Programs” dated December. 1987.

-SOCal shall adhere to report;ng
requirenents as set forth in the CPUC’s
Demand Side Mhnagement Reporting
Requirements Manual (February 1988).

SoCal shall be relieved of previously ‘
ordered- quarterly reports assoc;ated.wmth :
its CCA programs.
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Cal=Neva et al. urge thaﬁ the ‘stipulation be rejected.
They argue that many low-income ratepayers will be deprived of
needed conservation measures should the stipulation be:approved.

The executive summary portion of their brief sets forth their
position as follows: R

7The proposed stipulation between Southern
California Gas Company (SoCal or SoCal Gas),
the Commission’s Division of Ratepayer
Advocates (DRA), and the Insulation
Contractor’s Association (ICA) represents a
radical’ departure from past Commission policy
concerning low income ratepayers which, if
implemented, would be detrimental to low income
ratepayers.

"The proposedvstipulationcwould alter SocCal’s
exlstlng low income weatherlzatzon.program,
reducing the goal to 10,000 units weatherized
(as we and the Commission currently use the
tern ‘weatherized’), down from 42,000 units
weatherized in 1987 and would turn its back on
the 60,000 weatherized units goal set by the
Commlssxon for 1988.

”The proposed stipulation would approve the
creation of a gas marketing program disquised
as a low income program which cynically claims
to assist in solving the very real and very
ser;ous problem of ’Affordable Housing,’ while
in fact providing little, if any benefit,
toward the housing or energy needs: ¢f low
income ratepayers. It instead serves the
market retention erforts oz the Company.

”Major policy changes of the nature proposed by
SoCal and DRA should not be considered in a
Consexvation Cost Adjustment proceeding such as
the extant proceeding, but should only be
considered in a General Rate Case where the
ranifications of major pollcy shx:ts may be
thoroughly exanined.

"The proposed st;pulat;on represents a. retreat
from this Commission’s long-standing commitment
to cost~effective low income weatherization.
For these and other reasons, the proposed
st;pulataon should be rejected.
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#THE PROPOSED STIPULATION WOULD DRASTICALLY
REDUCE WEATHERIZATION GOALS, REPLACING
WEATHERIZATION WITH PROGRAMS OF LITTLE VALUE

#This drastic cutback to a program goal of only
10,000 weatherized units is proposed even
though So0Cal is far behind both PG&E and SDG&E
in the percentage of low=income units
weatherized. PG&E will have weatherized half
of its low-income units by 1990. At the 1988
program level, even before SoCal’s proposed
cuts, SoCal would not reach that level until
the year 2000.

”The st;pulatmon would create 2a neW'program,
called Efficient Energy Utilization (EET) ,
which proposes a goal of 88,000 units in 1989.
EEU would provide a low tlow showerhead, a
waterheater blanket, and ‘energy awareness'
information to low income customers. SoCal and
DRA would have this Commission believe that
88,000 EEU units is as beneficial to low income
ratepayers as 60,000 weatherized low income
dwelling units. But the EEU program as
proposed would be of little value to low income
ratepayers. In fact, as proposed, EEU would
have a detrimental etfect on SoCal’s low 1ncome
ratepayers by denying them needed
weatherization services.

#The majority of low income'ratepayerS‘would«
only be eligible to receive two measures

neither of which sexves to stop heat loss or
air infiltration in a dwelling, the main
structural source of energy waste in a-
dwelling. In fact, undexr the proposal of SoCal
and DRA, the two EEU measures would only be
delivered to customerxs with absolutely no
assurance the measures would even be installed,
much .less mnstalled correctly.

#In addition to the two measures, SoCal’s EEU

- would provide a pamphlet in an anemic and
poorly thought out attempt to provide ’‘energy
awareness.’ This ’‘energy awareness’ would tell
the low income ratepayers the advantages of
purchasing gas appliances they cannot afford
and of 1mplement1ng certain ‘energy saving
practices’ which will be rendered useless and
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ineffective because their dwellings will
continue to be unweatherized.

"WEATHERIZATION SERVICE IS NEEDED BY LOW INCOME
RATEPAYERS

7A fundamental question growing out of this
proceeding is the question ‘wWhat is
weatherization?’ SoCal would have this
Commission believe that ’‘weatherization’ is
anything the Company says it is, that a
dwelling can even be weatherized by ’putting a
stocking over the house --/ (Tr. 35) if it
suits the purposes of the Company.

"Weatherization, as defined in previous
Commission decisions and directives, as defined
in the weatherization training manuals of the
participating utility company, and as defined
by SoCal’s own training manuals and
publications, means fhe installation of
neasures Lo prevent heat loss and aix

infiltration in a dwelling. These measures
include, but are not necessarily limited to,
ceiling insulation when feasible, caulking,
weatherstripping, duct wrap, low flow: :
showerhead, waterheater blanket, and for low
income dwellings Building Envelope Repaix
(BER) .

#The first six measures are referred to as The
Big Six.  The measures caulking,
weatherstripping, duct wrap, low flow
showerhead and waterheater blanket are
collectively referred to as Ground Work
measures. Ceiling insulation prevents heat
loss through the ceiling, and the Ground Work
measures serve to prevent heat and cooling loss
through air infiltration. '

”The majority of low income homes either de not
require ceiling insulation because they have
had it installed previously, or the
installation of ceiling insulation is not
feasible for structural reasons (including flat
roofs, no access hole, etc.,) (See Ex. 5, B~6)
or due to SoCal’s restrictive eligibility
criteria. (See Ex. 9, 2=4.) Under the current
low income weatherization program guidelines of
all the participating utility companies in the
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state, those low income dwellings which do not
receive ceiling insulation are still eligible
for BER and the Ground Work measures to stop
heat and ¢ooling loss and to prevent air
infiltration. Those homes are called Ground
work Only homes. W_

: J] Chers : < i
Woxk only homes.

"What is BER? It is the rxepair of the ‘building
envelope’ including cracks in walls, repairing
door bottons, glazing and other MinQr repairs
necessary to make the installation of
weatherization measures feasible. BER is
currently limited to a maximum of $200 for
materials and labor.

Why is BER important for low income ratepayers?
Because most low income dwellings require sonme:
BER work in order to- make the installation of
weatherization measures feasible. Over 87% of
the low income units weatherized in SocCal’s
program in 1987 required BER. If BER were
eliminated, most low income homes would simply
be found to be structurally ineligible for
participation in the Commission’s
weatherization programs. -SoCal’s own publ;c;ty
document, listed in this proceeding as Exhibit
4, says, ‘The minor home repairs are a
particularly important part of this program -
because without these repairs, the basic
installed weatherization measures would not be
effective.’” (Ex. 4, l4th unnumbered page, sece
Tr. 50.)

"Understandzng its cruc;al role in any low
income weatherization program, this Commission
authorized financing for up to $200 of BER work
on low income dwellings in PG&E ZIP program.
(Dec. No. 92653, see discussion p. 39, and
Finding of Fact No.: 32, P 79 ) :

7But the proposed stlpulatlon would deny
weatherization services to the majority of low -
income: dwelling by maklng weatherzzatlon
available W

Ground Work Only unlts would no- longer be done.
Socal's-weatherlzatlon program would: become the
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first and only low income weatherization
program in the state of California where Ground
Work Only is not allowed.

#The assertion of both SoCal and DRA that, for
reasons of cost-effectiveness, Ground Work and
BER should not be undertaken in the absence of
ceiling insulation is not supported by SoCal’s
own cost-effectiveness data and, in fact, BER
has the highest benefit-cost ratlo of all
individual measures, including ceiling
insulation. (Tr. 283)

"As proposed if a dwelllng does not receive
ceiling 1nsu1atlon, the unit is referred to EEU
where it may receive only a low flow showerhead
and a hot waterheater blanket. The unit would
not receive BER or other Ground Work measures.
Thus, we can look forward to the day when,
under SoCal’s proposed program, a company
representative hands to a  low income ratepayer
a low flow showerhead, a waterbeater blanket,
and a pamphlet describing the advantages of
replacing the electrmc wall heater with a $2000
gas fueled central air heating and cooling:
system, while the wind whistles through cracked
windows and through a two-inch gap. underneath
the front door. By no stretch of the
imagination could a dwelling in need.of BER and
Ground Work measures ke considered weatherized
if it receives only a low flow showerhead, a
waterheater blanket, and “energy awareness’
raterial.

7SOCAL’S /AFFORDABLE HOUSING PROGRAM” IS OF
LITTLE VALUE TO- LOW INCOME RATEPAYERS

7To add insult to injury, . SoCal ‘has cynzcally
decided to claim that a new:gas marketing and
rebate program, which would. give developers of
multi-fanily rental housing units $100 per unit.
for installing gas appliances, serves as an
adequate substitute for low income
weatherization.  This claim is made even though
SoCal’s partner in the stipulation, the DRA,
candidly admits. the program is not a 1ow-;ncome
program at all. While SoCal claims the program
will serve 10,000 low to moderate income-
customers,. SoCal's own data show this claim to
be a sham. SoCal’s program will pay rebates to
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-

developers of 10,000 but will cause less than
1500 units which would have had electric
appliances to switch to gas instead. An
additional $458,000 will be spent on image-
building advertising to promote the use of gas.

7THE XSSUE OF INCREASING FAILURE RATES

DEMONSTRATES SOCAL MANAGEMENT LACK OF XNOWLEDGE
AND CONCERN

”As described by Witness Shaw, the overall
inspection failure rate from 1983 until 1987
was below 10%. In 1987 and 1988 the inspection
failure rate went up to about 30%, caused
mainly by failures of waterheater blankets.
SoCal would have this Commission believe it was
not a systemic problem, but rather a sudden
simultaneous, coincidental but unrelated
failure by the majority of its SoCal trained
contractors to install waterheater blankets
correctly. When asked to investigate, the
company did nothing. When asked to provide
some training and assistance, the company did
nothing. = (Tr. 240-249). .

. 7SoCal’s witness was not even aware the company

has a system to track the specific cause of a
unit’s failure (Tr. 141=143) but was prepared
to provide a delzberately'mlsleadlng comparison
between the inspection failure rates of SoCal |
trained contractors and ’‘Do-It-Yourself” ‘
customers designed to put contractors in the
worst light. The detailed, complicated, and
often c¢hanging ;nstallat:on and inspection
standards are communicated through the
Company’s ‘Real Deal’ publication. This
publication is not distributed to SeocCal
customers. There is no way for a
‘Do-It-Yourself’ customer to be kept up to date
on ‘Real Deal’ changes in installation and
inspection standards. Deo-it-yourselfers are
not inspected to the same standards. The fault
for the increased inspection. failure rate lies
in SoCal’s poor communications. and management
practices and its refusal to take systemwmde
remedxal action. .
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#THE COMMISSION SHOULD MAINTAIN ITS LONG
STANDING COMMITMENT TO ASSIST LOW INCOME
RATEPAYERS AND ADOPT THE RECOMMENDATIONS OF THE
AGENCIES

#Low income ratepayers need weatherization
services, not an EEU program which would do
little to reduce energy bills, gas marketing
programs which are of little value to low
income ratepayers, institutional advertising
and public relations expenses, and poor program
managenent.

#The Agencies participating in this case
prepared a sound alternative budget that would
weatherize 52,000 units at the same cost as
SoCal’s 1988 40 000 unit program by cutting
administrative fat.  This. budget should be
adopted.

*This cOmmxssmon has a long standing commitment
to cost-effective low income weatherization for
reasons which have been clearly and repeated
stated in a succession of Commission decisions
beginning with Pacific Gas and Electric ZIP
Decision 92653. SoCal’s’ prevzous CCA Decision
87=05-074 reinforces this histoxy of support,
saying weatherization is needed ’because with
more of the hurden of rate increases falling on -
the residential classes to keep marginal users
on the system, the low lncome customer bears a
heavy load.’” (p. 1l)

“The Commission reasserted this general position
oncernlng'low income ratepayers’ invthe last
Southern California Edison General Rate Case
Decision, saying 7[{W]e share Cal-Neva’s desire
to continue providing adequate ‘funding for
residential conservation programs which are
cost-effective and will aid residential
customers in coping with increased rates. We
consider the Enexrgy Assistance Program to be an
important means to this end for that group of
customers who are least able to absorb rate
increases--low income residents.” (Dec. No. .
87-12-068;'p- 126.) -

#The proposed stipulation would retreat from
this Commitment. The stipulation should be
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rejected and the recommendations of the Agencies
adopted.” _

Di .
Probably the major objection of Cal-Neva et al. to the
stipulation is the provision to making attic insulation a
requirement for direct weatherization in 1989. The requirement
that attic insulation be installed would eliminate ground work and
building envelope repairs to residences that do not qualify for
attic. insulation. S$oCal’s figures show that attic insulation is
the most energy saving conservation measure that can be installed,
although ground work and building envelobe repairs are also cost-
effective under the all-ratepayers test. ‘
However, we also recognize that SoCal's programs will be A
reviewed in its test year 1990 general rate case. Thus, we are '
reluctant to make attic insulation a requirement for direct
weatherization at this late date and without the more thorough
program review which will take place in that case. We will
therefore not adopt the condition that attic insulation be 2
requirement for direct weatherization at this tzme, pending rurther
evaluation of this issue in SoCal’s upcoming general rate case.
The SoCal=DRA st;pulatlon alse provxdef for an EEU
program in 1989 with a geoal of 88,000 units. The EEU program is
proposed as a'supplement'to SoCal”’s direct weatherization program
because of the proposal to make attic Lnsulation.a requirement rcr
direct weatherization. Because we do not adopt the attic
insulation requirement, we will not at this time approve the EEU .
program. We believe that the major program changes proposed in the
stipulation are more appropriately considered in SoCal’s upcoming
general rate case. The ;ttiéainsu1ation‘requirement along with any:
other supplemental prbgram,vsuch:as~EEU, will be considered in
that proceeding. Finally, should SoCal and/or the DRA decide in
the general rate case to propose again-an EEU-type program, we
expect them to consider carefully and to address explicitly the
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differences between the proposed program and PG&E’s existing,
Commission-approved “Low Cost” weatherization program. 'As Cal-Neva
notes, the design of the EEU program appears to offer fewer
services, have higher administrative costs, and be less coordinated
with other weatherization services, than the existing 2G&E program.

Rathexr than approve the EEU program, we will direct SoCal
to use the funds requested for the EEU program to increase its

goals for direct weatherization. Shifting these funds from EEU to -

direct weatherization will allow SoCal Gas to continue to include
in its program houses which qualify only for ground work and BER
measures. We recognize that SoCal’s figures show ground work
measures to be almost as cost-effective as ceiling insulation.

In addition, we also reject at this time the Affordable
Housing Program. This new program appears to be primarily an
effort to market gas appliances, rather than a low income proq:am.
Cal-Neva has raised legitimate questions about whether this .
program is adequately targeted to low income ratepayers. At this
time we prefer to use the money budgeted for this program for the
existing, cost-effective weatherization programs which directly
benefit low income ratepayers. SoCal will have the opportunxty in
its upcoming general rate case to propose new marketing
Prograns. ‘ . '
This shift in funding will increase Socal’s total direct
weatherization goal to at least AO;ooo'units in 1989, at a funding

level of at least $20.1 million. Additional funds above this level

will be available from the 1988 budgets of the rejected EEU and
Affordable Housing programs, and will allow both the 1989 anit goal .

and funding level to increase above 40, 000 units and $20. 1 m;lllon-_‘*

Within this overall goal, if the agencies locate fewer than 10 000
units qualifying for attic lnsulation, the additional money
allocated to attic insulation should be made available for ground
work only units. As provided xn,the stxpulatxon, if the communxty
agencies are able to locate morevthan 10,000 dwellings in need’ or_
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ceiling insulation, then SocCal will exceed this goal either by
shifting funds from ground work only funding or other programs, or
by accumulating an undercollection in its CCA balancing account.
The SoCal-DRA stipulation also provides for a number of
program modifications that are associated with the attic insulation
requirement. We will adopt some of these modifications in order
to help increase the number of houses qualifying for attic
insulation. For example, Cal=-Neva, SoCal and the DRA propose to
reduce the minimum square footage requirement for the installation
of attic insulation from 600 to 300 square feet. We will adopt
this proposal as it will help~ensure‘that the maximum number of
households will receive attic insulation. The SoCal-DRA
stipulation also proposes to remove the three measure minimum
requirement for direct weatherization. We will adopt this proposal
for residences that are eligible for the installation of attic
insulation; however, we will retain the three measure requirement
for residences that receive only ground work. We will also direct

that door thresholds will.be recategorized from a building envelope

repair measure and instead lncorporated into the weather stripping
measure under the category of ground work. :1nally, we will adept
Cal-Neva’s suggestion that SOCal be requlred to use PG&E’s pract;cp
of paying community agencmes per square foot of insulation
installed, in order to assure that adequate incentives exist to .
weatherize grouvps of homes that are consxstently 1arger than the
estimated average size.

Cal-Neva also made a number of proposals to reduce the
administrative costs of SoCal’s weatherization programs. A -
significant contributor to thejhigh(administrative costs of Socal’s
program appears to be SoCal’s policy of 100% inspection of all
weatherization projects, including: ground work' only'unlts. For
ceiling insulation jobs, thms~pollcy was establ;shed several years
ago by our Commission Advzsory and CQmplxance D;v;sxon, due to
safety concerns with the lnstallatlon of cellxng ‘insulation near:
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furnaces or flues. However, a 100% inspection policy does not
appear necessary for ground work only units. For example, PG&E
inspects only 20% of ground work jobs. SoCal defends its policy
for ground work only inspections based on its alleged high rate of
failures for water heater blanket installations. We believe that
SoCal could reduce both this failure rate and its administrative
costs, by agreeing to a lower ground work only inspection rate,
provided that a community agency reduces its water heatexr blanket
failure rate to below a target level. Both SoCal and Cal-Neva
should work together to establish the details of such an incentive
plan. Reduced administrative expenses from this plan should be
made available to the agencies to weatherize additional units.

1. SoCal, DRA and Insulation Contractors Association have
entered inteo a stipulation for the purposes of settling all matters
in this proceedxng.

2. Cal-Neva et al. urges that the st;pulatlon be rejected.

3. Ground work and building envelope repairs alone are
almost as. cost-efrectlve as attic lnsulatlon.

4. The SoCal, DRA, Insulation.Contractors Assoc;at;on
stipulation provzdes a reasonable basis for SoCal’s weatherlzatlon
activities through 1989, if it is modified as rollows-

‘A) Attic insulation shall not be a requirement
for dlrect weatherization:

B) SoCal's‘weatherzzation goal ror 1989 shall
be at least 40,000 units, with an expense
requirement of at least $20.1 million.
Money budgeted for 1988 for the rejected
EEU and Afrordable Housing programs shall
be redirected to increase 1989
weatherization funding above $20.1 million.
SoCal’s advice letter filing implementing
this order shall specify the increase in
the 1989 expense requirement due to these
carrover funds, and shall indicate the.
number of additional units which can be
weatherized with the carryover funds.
within this total program goal, funding may
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be shifted from attic insulation to ground
work only, if the community agencies are
unable to locate 10,000 units qualifying
for attic Lnsulatlon.

The minimum square footage requirement for
direct weatherization shall be reduced to
300 square feet. There shall continue to
be a three measure ninimum requirement for
direct weatherization except where attic
insulation is installed. Door thresholds
shall be considered a part of the weather
stripping measure. SoCal shall pay
comnmunity agencies per square foot of
insulation installed.

SoCal’s EEU and Affordable Housing programs
shall not be approved at this time because
these proposed programs are better
addressed in SoCal’s upcoming general rate
case. If SoCal. again proposes these
programs in its generxal rate case, it shall
address the concerns which Cal-Neva has
raised regarding the’ structure of the EEUV
program in comparison with PG&E’s approved
“Low Cost” program and whether the
Affordable Housing program is a marketing
or a low=-income program.

SoCal and Cal-Neva shall work together on
an incentive plan intended to reduce both
SoCal’s administrative costs for

inspections and the failure rate for water

heater blankets.
conclusions of Law .

1. The stipulation should be rejected, as the major program
changes which it. propcses are more appropriately reviewed in
SeCal’s upcoming Test Yeaxr 1990 general rate case proceeding.

2. The modifications proposed in Flndlng of Fact 4 above
result in a weatherization program which is- acceptable.
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3. SocCal should be ordered to continue its CIEP in ‘

accordance with the terms of this decision, as specified in Finding
of Fact 4, above.

QRERDER

IT IS ORDERED that Southern California Gas Company shall
place into ‘effect the program as set forth in this order and shall
file an advice letter pursuant to General Order 96-A to adjust its
rates to reflect the total program expense level of $56.6 million
in 1988 and 1989. The more detailed breakdown of expense
categories shown in Appendix A to the ALY’s draft decision shall be
revised to incorporate the changes ordered in this decisien, and
shall be included in the advice-filihg. ‘

This oxrder becomes effective 30 days from today.

Dated Octobexr 26, 1988, at San‘F:ancisco, California.

STANLEY W. HULETT
Pres;dent
\DONALD VIAL .
FREDERICK R. DUDA
JOHN B. OHANIAN
. Commissioners

Commissioner G. Mitchell Wllk‘
~being necessarily absent, dzd
not part;czpate.

| CRSTIEY THAT. THIS: DECISION. -
Vo3 ATPROVED BY THE ABOYR
Coingi1SSIONERS- TODAY. - ()
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/FI0/t¢g APPENDIX A
BEFORE THE
PUSLIC UTILITIES COMMISSION
. OF THE STATE OF CALIFORNIA

In the Matter of the Joint

Application of SOUTHERN CALIFORNIA Application
GAS COMPANY (U 904 G) for

Authority to Decrease the No. §7-10~021
Conservation Cost Adjustment (CCA)

Component of Its Rates.

I

INTRODUCTION

Southern California GaS‘CQﬁpany ("SoCalGas"), the

Division of Ratepayer Advocates b!‘the Public Ttilities
Conmission of the State of California ("DRA") and the
Insulaticﬁ Contractors Association ("ICA"™) hereby submit this
Stipulation and Agreement for purposes ofrsettiing all mattefé
related to Application No. 87-10?021-- The Stipulation-p:ovides
for the program gquidelines ;nd revenue reqdiremenx under whi;h‘
SoCalGa# willloperaﬁe its Conservation Cost Adjustmeﬁt ("CCA™)

Program through Decembexr 31, 1989.
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Iz
BACKCGROUND

Or Qctober 16, 1587 SoCalGas filed Application
No. 87-10-021 requesting, inter alia, to decrease the CCA
component of itTs rates by $12.993 million annually. Om
Maxch 2, 1938 a prehearing conference was held in Los Angeles
before Administrative Law Judge O'leary. At the prehearing |
confarence SoCalGas and the DRA announced that it was likely
that 2 settlement could bevreached bet?een‘SoCalGas ancé the
DRA. A settlement workshepfwas scheduled and subsequent;y‘held
in San Francisco on April 5, 1988. Represented at the workshop
were SoCalGas, the DRA, the Calz!ornza Nevada chmunxhv Act;on
Association (Cal Neva), CquunLty Based Organx.atzons (CBOs) ,
chmuniﬁy Action Agencies (CAAs) and the ICA.

Le parties represented at the we:kshop discussed

potential terms for ausettlement. ScCalGes,.DRA-and the ICA
were able to,reach agreement. The terms und cordztxcns ag’eed

to by the parties are set zertn below.

SECTLEMENT

ScCalGas, the DRA and the ICA agree as fellews:

L. Ol‘kmmixp_ms_sgmm‘mm CcA expeﬂse
requirament for 1938 shall be $35,757, 551 and for 1989 shall be
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$20,800,806. The component parcs of SoCalGas' CCA progran
expenses for 1988 and 1989 are set forth in the attached
Appencdix A and incorporated herein by this reference. The CCA
rate adjustment to reflect revenue regquirement changes and the
distribution of such changes among customer classes shall be
put into effect concurrently with other rate adjustments
ordered by the Commission in SoCalGas' annual Cost Allocation
Prooeedings. Such a pr ocednre will awveid multiple rate chances
and will allow the Commission to consi der all rate design
issues in SoCalGas' annual Cost Allocation,Proceedings.

2.00 CIER: SoCalGas shall cont;nue to operate its
Community Involvement Energy Programs ("CIEP") through 1989.
For 1990 and subsequent years, SoCalGas shall seek funding zo-
CIZP in SoCalGas'lTest Year 1950 general rate case application.

2.0 1383 CIZP Direct Weatherization: Fer 1588
SecaiGas shall have a goal of'40'oob Gwelling units Zor the
Direct Weatherization component of the CIEP. The 1938 CIEP

Direct Weatherization shall be cerried on pursuant to program

cuidelines authorized by the Commission. SoCalGas shall be

uthorized to continue its Furnace Repa;r and Replacement
Program with a goal oL 286 unlts. The expense requl*enent Loxr _Q
1933 CIEP*DLrect Weatherzzatzon shall be $24, 765 716. (For
Demand Side Management (DSM) repor.xng purposes, CILP Direct

eeohe*xzatlon 15 debxned as a Dlrect Asazstance Prog*am )
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2.02 1939 GIZP Dixeet Weatherization and EfZiclens

nersy B ] : For 1989 SoCalGas shall coentinue
its CIEP Direct Weatherization and shall implement the
Efficient Energy Utilization ("EEU") Program. In addition to
the energy educaﬁion component, as discussed in SoCalGas' 19383
CCA application, the EEU will ozfer low-flow showerheads and
water heater blankets to low-income cﬁstémérs. The progran
Cescription for the EEU Program'and Direc? Weatherization is
attached hereto as Appendix B and anorporated he"elﬁ by this
reference. (The EEU is defined as a Direct Assistance Prog*am
for DSM report;ng purposes.) To qualify. for Direct
Weatherization in 1989 it shall be requzred that a dwell;ng
unit be eligible for lnstallatlon of attmc znsulatxon. If
feasible, 2all other weatherxzatlon measures shall also be

called through Direct Wea.he-ﬁuuulon4provxded-attlc

insulation is alsc~installed.' I$':he.casg'qﬂlmul:i:amily
dwellings, if the multifamily st*ucture quﬁlifies for‘the
installation of attic 1nsulat1on, all dwellzng unlts in such
meltifamily dwell;ng snall be" ellglble.rorvall we;tnerxzatlon
neasures offered under the Direcf WeathériZation prégram. Thev
1989 expense requmrement ror Dxrect Weatherlzat;on aqd the EEU

Progranm shall be $18.6 million, Sawz m;ll;on of whlch shall be

asscciated Wluh the EEU Prcgram and $10.4 mxlllon'for Direct '

Weatherization. The EZU geoal for 1989 shall be 38,000 dwelling = = 3 .
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units and Direct Weatherization shall have 2 minimum goal of
10,000 dwelling units. In addition, SoCalGas shall continue
its Furnace Repair and Replacement Program with a geal of 286
units. EEU and Direct Weatherization goals and budgets will be
reviewed semi-annually and are subject to change bhased upon
actual program experience. SoCalGas shall have the discretion
to shift funds among its Direct Weatherization and EEV
activities to achieve an optimal level of :un&iﬁg within the
$18.6 million annual budget ccnst:a;nt.. If actual expenses for
Direct Weatherization and EEU activities exceed $18.6 million |
in 1989, SoCalGas shall either éeek an increase in authgrized
expenditures by Advice Letter or\acduﬁulate an undercollection
in its CCA balancing account subject'toxsubsequent
reasonableneés feview. | |

2.03 Assig Scuare Tootage Recuirement: The minimum
square footage réquirement-fc: the installation of attic
insulation under the Direct Weathé:ization'prﬁgrﬁm shall be
reduced from 600 to 300 square feet. In 1989:SoCalGas shall
utilize.a‘tiered compensation structure .to reimburse
contractors for the'ins:allation_o:'gttic.insﬁlation. such
tiered compensatiqg‘strﬁctu:e sﬁ;ll.be':éla:ed to sguare
footage of attic‘insulatién inétﬁiled;- |

2.04 Block Weagherization: SoCalGas shall continue

to investigate the concept of a Block Weatherization program to
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gualify dwelling units for the weatherization measures underxr
the Direct Weatherization program. SoCalGas will expand the
Block Weatherization program systemwide in 1988 and will
continue to evaluate the feasibility of block weatherization in
1989. SoCalGas shall continue block weatherization in 1989 if
it is determined that such a program ié feasible and cost
effective. In determining whether to institute block
weatherization, SoCalCaz shall consicder :he'reccmmeadations cs
each CBO or CAA or other entity direc:ly affected. ‘
2.05 Prime Comtractor: SoCalGas shall be authorized

to utilize a prime contractor to‘carry'oﬁtizzv and Direct

Weatherization program activities. A prime contractor shall be o .

authorized to utilize the services of sub-contractors,
including CBOs, CAAs, and other éntitiés, to carry out EZU An
Direct Weataerization Program activities.

3.00 WECP Ingantives: 'Actiﬁity attributable to
SoCalGas' Weatherization Financing and Credits Program (“WFC?")"‘
will continue through 1988'and'198§. (Foxr DSM repo:ting
purposes, the WFCP is defined as a1Weathérization Retrofit’
Incentives-program.) Theveipense‘aSSQCiated with such

activities for 1983 and 1939 shall be as r6llow$5
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ense Reciiremaows

1988 1989
WFCP Loans $ 220,580 $ 122,840

WFC? Maintenance 1,108,030 €36,190
Direct Sales Program (896,348) 0

3.01 Rixect Sales Proaxam: SoCalGas requests

authorization to use the remaining balance of $396,348 from its
Direct Sales Prcgram to offset 1933 CCA.expenses. This amcunt
has been includad in the revenue reqﬁirewent accordingly.

4.00 ﬁglg;_ngn_SQLQ- SoCalGas shall include in its
1983 revenue requ;rement the $7 449 823 revenue deficiency
associated with the sale of its seolar loansvapproved in
Decision No. §6-12-058. Recove:y'throuoh the CCA balancing
account of such deficiency is authorized by Decision
No. 86-12-052. (The Solar prog-om is deZined as an A?plionce
Efficiency proecram for DSM repor t.ng purpose».)

5.00 JER_AZWWM The CIEP
Affordable Hous;ng Progran ls des;gned to encourage the
utll.zatlon of natural gas in low To moderate income - dwellings
for space heatzng, water heat;ng, cookzng and clothes drylng.
.SOCalGas shall have an annual program goal of 10 000 un;ts in
1983 and 1989 with an expense requ;rement or $1 458, 000
annually. (:o* DSM reportzng purposes, the Afzordable Housﬁﬁg‘

Program is defined as a Fuel Substltutzon program.)
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6.00 Reasgonapleness of 1987 CCA Progranm Expernsas:

The parties hereto stipulate that all of SoCalGas' 1987 CCA
Progran expenditures were reasonable and should be recovered in
rates through the CCA balancing account.

7.00 Consolidation of the WFCP, RCS and Solax
Balancing Ac¢countss The wFCP,-RCS and Solar balancing aceounts
shall be consolidated info a single cca balaﬁcing account. ke
Solar, RCS and WFCP cemponents of SoCalGas' rates shall be
eliminated and replaced with a CCA rate component fe:le;ting
the authorized CCA balancing"accountlqomponent of SeoCalGas'
rates.

8.00 Cost Effectiveness Analvsis: The methodoleogy
used to calculate the benefits and costs of SoCalGas' CCA
programs was based on the "Standard Pract;ce Manual for
Economic Analysis of Demand Slde Management P*ograns," da ed
December 1957. This document is a joxnt publlcat_oﬂ of the

California Public Utilities CQnmmsszon and the California

Energy Commission. Cost effectiveness calculatignsﬂa:e

isplayed in attached Appendix'C; |
9.00 nggxging_xggui:gﬁgngﬁ' 'SoCalGas shall adhere
to reporting requ;rements establ;shed in the CPUc's Demand S-de
Management Renort;ng Requ;rements Manual dated February 1988.
SoCalGas shall be relleved of prev;ougly orderea quar*erlv

reports associated w;th Lts CCA programs. SQCalGas shall
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continue %o file information as to its CCA activities annually

and semi-annually in Demand Side Management reports describing

its CCA activities.

Iv

APPROVAL OF THE SETTLEMENT
LS IN THE PUBLXC INTEREST

Approval of this Stipulation and Agreement is in the
public interest. Approval will: reduce the substantial hurden
which hearings would impese-" Settlement-of'all issues will

contribute to the Commission's goal of reducing adninistrative

burdens. Moreover, this Stipﬁlation‘and AGreement represents

an equitable compromise in a manner which will reduce costs to

ratepayvers and avoid litiqatioh.'

v
RESERVATIONS |

If not accepted by the Comm;sszon, the terms of tb;s
Stlpulat;on and Agreement shall not be adm;ss;ble in ev_derce
in this or any othervproceedlng. The Commission'’ s approval=o'_
this settlement does not. constxtute approval of, or precedent
*egardlng, any pr;nczple or issue in th;*‘proceedxng. Noth *ng
conta ned hereln shall ke deemed to const;tute an. adm;ss.on or '
an acceptance of any fact, principle, or pos;tzen contained

herein by any part;c;paﬂt ln th;s proceed;“ .
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I? the Commission approves this Stipulation and
Agreement, but imposes any modifications or conditions thereto,
the Stipulation and Agreement shall not become effective unless

the parties hereto agree in writing to accept the modifications

or conditions.

vI
ECXECTIVENESS

This Stipulation and Agreement shall become effective

when a Commission decision approving it becomes final and no

longer subject to appeal.
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CONCLUSION
SoCalGas, the DRA and the ICA respectiully request
that the Commission expeditiously approve this Stipulation and

Agreement without modificatien as a settlement of the issues

discussed herein.

Respectrully submitted,

SOUTHERN CALIFORNIA GAS COMPANY

Dated: Aprilcng’;ssa . By ﬁiféZé;:c) C:%@é?$h;/

Peter N. Osborn
storney for Southern Californi
Gas. Company

DIVISION OF RATEPAYER ADVOGATES:
PUBLIC UTILITIES COMMISSION OF
TEE STATE OF CALIFORNIA

Dated: April __, 1988 By C;féé?}q4747~jjézf?zy/

James S. Rood, Stafl Counsel

INSULATION CONTRACTORS
ASSOCIATION

Dated: Aprilézgj-i983A

: g;: b J.Haogick,-

cdeive Director
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APPENDIX A
SQUTHERN CALIFORNIA GAS COMPANY
PROGRAM EXPENSE REQUIRENMENT

CONSERVATION COST ADYUSTMENT . PROGRAMS
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Revision to 50CalGas’ Proposed 1988-89 CCA Expenses

SeCalGan
DRA SocalGas DRA Proposed
Program Categories 1988 Application Typonses A8

Weatherization Incentives

WECP Loans (Existing) «20,580 220,580 220,580 121,840
Direct Sales program : (896,343) (896,348) (896,348) S
Total Weatherizazicn Incentive 432,262 432,262 432,262 758,030

Appliance Efficiency Incentives
Solar Loan Sale : 7,489,823 T/440,823
Qirect Asgistance . L e
CIEF S/F Rebates 7,328,000 7,528,000 7.328.000 2,822,640 : .‘_
CIZP M/F Rebates 7,003,200 7,003,200 7,003,202 L.845,000 -
CIIF S/F Structural Repairs 1,088,000 1,082,000 2,088,000 349,440
CIZP M/F Structusal Repairs 1,226,400 1,226,400 1,226,400 245,280,

CIfP Furnace Repair/Replace 1,812,000 246,532 259,116 260,226
CI¥P Administration 7,861,060 7,861,060 - 7,861,060 4,752,830

IR Suptotal 26,318,660 24,753,192 24,765,576 | 10.34;9.;05:"7 3

Zilicient Dnergy Utilizazion 1,652,690 1,651,690 1,651,690 9,555;2'76,;’
Total Direct Assistance 27,970,250 26,406,882 26,417,466 18,584,776
Fue)l Substitution | o

SIZP N2fordable Housing : S

Incentives 2,100,000 1,000,000 e 000,000 1,000,000~ K

CIE* Affordable Housing , » R

Mministrasion 961,040 ‘ 458,000 458,000 ’ 458,000
Other )

Neighborhood Ravit. 332,200 o 0

Total 35,245,675 35,744,967 25,757,553 20,800,806

4/15/88




. Decisgion 88 10 055 0CT2 6 1988

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
SOUTHERN CALIFORNIA GAS COMPANY )
(U904 G) for authoxity to decrease ) Application 87-10=-021
the Conservation Cost Adjustment ) (Filed Ocfobexr 16, 1987)
CCAO component of its rates. g

. , Attorney at L
Southern California Gas Company,
applicant. : 1/

Dina Hunter, for Southexrn CaYifornia Edison
Company, James Hodges and Willjam B.

, fox California/Névada Community
Action Association, The/East Los Angeles
Community Action Assocfation, and The
Association of Southeyn California
Enexgy Programs; . sk, for
Insulation Contractors Association; and
Edward Duncan, for elf; interested
parties. ‘ ‘ _

, Attorney /at Law, and
Schultz, for the pivision of Ratepayer
Advocates.

Southern California/Gas Company (SoCal) seeks authoxity -
to decrease the Conservatio cdstiAdjustment (CCA) component in}itsf 
rates by $12.993 million anfinally. SoCal also requests the
following: : ‘ S

Authorizatibn for specific programs, all of
which arxe designed to assist low and
moderate income customers to use natural
gas efficAently thereby reducing their
energy cpsts; :
AuthoriZation to recover in rates the
revenu¢ deficiency resulting from the sale
of ity solar loans; \ '
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3. Authorization to combine its consexvation balancing

accounts into a single consolidated baXancing account
and

4. A Commission finding that SoCal’s 1987 CCA
expenditures were reasonable.

'A prehearing conference was held befgre Administrative
Law Judge (ALJ) O’Leary at Los Angeles on March 2, 1988. At the
prehearing conference, SoCal and the DivxsioA of Ratepayer -
Advocates (DRA) announced that it was likely that a settlement
could be reached. As a result, a settlemgnt workshop was scheduled
and subsequently held on April 5, 1988 if San Francisco.
Represented at the workshop were SoCal,/DRA, Insulation Contractors ‘
Association (ICA), the California Nevatla Community Action ‘
Association, the East Los Angeles Copmunity Union and the

the three agreeing parties.

Public hearing on the application was held before
Administrative Law Judge (ALJ)/O‘Leary at Los Angeles on April 27
and 28, 1988. The matter was /submitted subject to the filing of
concurrent opening and reply fpriefs on June 1, and 15, 1988,
respectively. Opening briefs were filed by all parties except
Mr. Duncan. Reply briefs wexe filed by all parties except
Mr. Duncan and DRA.

The agreement xre¢ached between the SoCal, DRA, and ICA was fiﬁ;*\f :

reduced to writing, signgd by the agreeing parties and received in
evidence as Exhibit 1. /A copy of Exhibit 1 in its entirety is
attached hereto as Appehdix A. The terms of the atipulatxon and’
agreement can be summa ized as follows:'

~xpense requirement for 1988 shall be
$35 57, 551 and for 1989 shall be
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2.00 Community Involvement Enerqy RProqrams
JCIER)

SoCal will continue its CIEP through
1989. Commencing with 1990 funding fox
CIEP will be sought in generxal rate case
applications.

1988 CIEP Di Weatherizati

The goal for 1988 shall be 40,000
dwelling units. The Furnace Repair and
Replacement Program shall continue yith a
goal of 286 units. The 1988 expenge
requirement shall be $24,765,776.

1989 CIEP Direct Weatheriza

weatherization program and s
implement the Efficient Ene
Utilization (EEU) Program’
low=-flow showerheads and we
blankets to low-income cystomers. To
qualify for direct weatherization in
1989, it will be requirgéd that the
dwelling be eligible f¢r attic insulation
and that attic insulayion be installed.
In the case of multi~family dwellings if
the structure qualifies for installation
of attic insulation/ all dwellings within
the structure shall be eligible for
direct weatherizayion. The expense
requirement for direct weatherization
shall be $10.4 million and for EEU shall
be $8.2 million{ The goals for 1989
shall be 10,000 dwellings for direct
weatherizatior/ and 88,000 for EEU. SoCal
shall continue its Furnace Repair and
Replacement Program with a goal of 286
' - .SoCdl will have discretion to

s/ among its Direct

fion and EEU activities to
achieve ap optimum level funding within
the $18.f million budget. Should actual
expendiyures exceed $18.6 million, SoCal
shall e¢ither seek additional funding

an Advice Letter filing orx




A.87-10-021 ALT-COM-DV/rtb

accumulate an undexcollection in its CCA
balancing account.

Attic Sqguare Footage Requixement

The minimum square footage requirement
for installation of attic insulation
shall be reduced to 300 square feet from
600 squarxe feet. In 1989 a tierxed
structure of compensation shall be/
utilized to reimburse contractors/for
installation of attic insulation

Block Weatherizati

SoCal shall continue to investigate Block
Weatherization as a means tof qualify
dwellings for its Direct WeAtherization
Program. Block Weatherizagion shall be
continved in 1989 if it ig detexrmined to
be feasible and cost effective. SoCal
shall consider the recomfendations of
each CBO and CAA or othér entities with
respect to the institurion of block
weatherization. _ :

Rrime contxactox

SoCal shall be autHorized to utilize a
prime contractor to carry out EEU and
Direct Weatherization activities. A
prime contractor/will be authorized to
engage sub-contyactors.

v
This activiué will continue for 1588 and

1989. The gxpense requirement shall be
as follows ' :

WFCP Loans ¢ 220,580 $121,840
WFCP MaAntenance 1,108,030 636,190

Direct/Sales Program (896,348) 0
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Direct Sales Program
SoCal requests that it be authorized to

use the remaining balance of $896,348 to
offset 1988 CCA expenses.

Solax Loan Sale

SoCal shall include in its 1988 reyenue
requirement the $7,445,823 revenu
deficiency associated with the sale of

its solar loans approved in D_89L12-058.

Encourages the use of naturaI/gas in low
to moderate income dwellings for space
heating, water heating, cooking, and

clothes drying. The progrAm goal will be
10,000 units annually.

SoCal’s 1987 CCA expenditures were
reasonable and should/be recovered

accounts and rate/components shall be
consolidated intg a CCA balancing account
nent, respectively.

»Standard Practice Manual
alysis of Demand Side

“adhere to reporting
requiremefits. as set forth in the CPUC’s
Demand S de~Mhnagement_Report£ng .
Requirements Manual (February 1988).
SoCal s)all be relieved of previously
ordered quarterly reports associated with
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Cal-Neva et al. urge that the stipulation be rejected.
They argque that many low-income ratepayers will be deprived of
needed conservation measures should the stipulation be approved.
The executive summary portion of their brief sets forth their
position as follows:

*The proposed stipulation between Southern
California Gas Company (SoCal or SoCal Gasy,
the Commission’s Division of Ratepayer
Advocates (DRA), and the Insulation
Contractoxr’s Association (ICA) represents a
radical departure from past Commission/fpolicy
concexning low income ratepayers whicl, if
implemented, would be detximental to/low income
ratepayers.

*The proposed stipulation would alyer SoCal’s
existing low income weatherizatign program,
reducing the goal to 10,000 uniy¥s weatherized
(as we and the Commission currgntly use the
term ’‘weatherized’), down fropl 42,000 units
weatherized in 1987 and would turn its back on
the 60,000 weatherized unitg goal set by the
Commission for 1988.

*The proposed stipulation would approve the
creation of a gas marketAng program disguised
as a low income program/which cynically claims
to assist in solving the very real and ve
serious problem of ’‘Affordable Housing,’ while
in fact providing liytle, if any benefit,
toward the housing- energy needs of low
income ratepayers. /It instead serves the
market xetention efforts of the Company.

"Major policy changes of the nature proposed by
SoCal and DRA shduld not be considered in a
Conservation Cogt Adjustment proceeding such as
the extant prog¢eeding, but should only be
considerxed in A General Rate Case where the
ramifications/of major policy shifts may be
thoroughly examined. ‘

"The proposed stipulation represents a xetreat
from this ommission’s long-standing commitment
to cost-effective low income weatherization.
For these/and other reasons, the proposed.
stipulation should be rejected.
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“PHE PROPOSED STIPULATION WOULD DRASTICALLY
REDUCE WEATHERIZATION GOALS, REPLACING
WEATHERIZATION WITH PROGRAMS OF LITTLE VALUE

»This drastic cutback to a program goal of only
10,000 weatherized units is proposed even
though Socal is far behind both PGEE and SPG&E
in the percentage of low=-income units
weatherized. PG&E will have weatheriz

of its low-income units by 1990. At t
program level, even before SoCal’s proposed
cuts, SoCal would not reach that leve until
the year 2000.

The stipulation would create a new/program,
called Efficient Energy Utilizatign (EEU),
which proposes a goal of 88,000 ynits in 1989.
EEU would provide a low flow shpwerhead, a
waterheater blanket, and ‘enex awareness”’
information to low income cusyomers. SoCal and
DRA would have this Commissign believe that
88,000 EEU units is as beneficial to low income
rategayers as 60,000 weathgkized low income
dwelling units. But the program as
proposed would be of lityle value to low income
ratepayers. In fact, as/proposed, EEU would
have a detrimental effelt on SoCal’s low income
ratepayers by denying Xhem needed
weatherization sexvices.

~The majority of low/income ratepayers would
only be eligible t¢ receive two measures,
neither of which sérves to stop heat loss oxr
air infiltration An a dwelling, the main
structural source of energy waste in a
dwelling. In fact, undex the proposal of SoCal
and DRA, the two EEU measures would only be
delivered to customers with absolutely no
assurance the/measures would even be installed,
much less ingtalled corxectly. '

~In additiorn/ to the two measures, SoCal’s EEU
would provide a pamphlet in an anemic and
poorly thgught out attempt to provide ‘enexgy
awarenesg.’ This ‘energy awareness’ would tell

¢he low /income ratepayers the advantages of
purchasing gas appliances they cannot atfford
and of/implementing certain ‘energy saving
practices’ which will be rendered useless and
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ineffective because their dwellings will
continue to be unweatherized.

*WEATHERIZATION SERVICE IS NEEDED BY LOW INCO
RATEPAYERS

»*A fundamental question growing out of this
proceeding is the question 'What is
weatherization?’ SoCal would have this
Commission believe that ‘weatherization’ /is
anything the Company says it is, that a
dwelling can even be weatherized by ‘putting a

stocking over the house -=’ (Tr. 35) if it
suits the purposes of the Company.

*Weatherization, as defined in previdgus
Commission decisions and directivey, as defined
in the weatherxization training als of the

articipating utility company, and as defined
y SoCal’s own training manuals And
publications, means : )

. These measures
include, but axe not necessarily limited to,
ceiling insulation when feasible, caulking,
weatherstripping, duct wrap; low flow
showerhead, waterheater blanket, and for low
inco?e dwellings Building/Envelope Repair
(BER) .

“The first six measures dre referred to as The
Big Six. The measures/caulking, _
weathexrstripping, duct! wrap, low flow
showerhead and waterheater blanket are
collectively referred to as Ground Work
measuxes. Ceiling #nsulation prevents heat
loss through the cefling, and the Ground Woxk
measures serve to prevent heat and cooling loss
through air infiy ation. _

*The majority of dow income homes either do not
require ceiling/insulation because they have -
had it installed previously, or the -
installation of ceiling insulation is not
feasible for structural reasons (including flat
roofs, no access hole, etc.,) (See Ex. 5, B-6)
or due to SoCal‘’s restrictive eligibility
criteria. See Ex. 9, 2=4.) Under the current:
low income /weatherization program quidelines of
all the participating utility companies in the
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state, those low income dwellings which do not
receive ceiling insulation are still eligible
for BER and the Ground Work measuxes to stop
heat and cooling loss and to prevent air
infiltration. Those homes are called Ground

Work Only homes.
hom w i

“What is BER? It is the repair of the ‘building
envelope’ including cracks in walls, repairing
door bottoms, glazing and other minor/repairs
necessary to make the installation o
weatherization measures feasible. BER is
currently limited to a maximum of $200 for
materials and labor. ,

*why is BER important for low income ratepayexs?
Because most low income dwellings requixe some
BER work in order to make the installation of
weatherization measures feasilfle.  Over 87% of
the low income units weather¥zed in SoCal’s
program in 1987 requixed-ig?ﬁ If BER were

eliminated, most low income¢/ homes would simply
be found to be structurallfy ineligible for
participation in the Commdssion’s  ~
weatherization programs./ SoCal’s own publicity
document, listed in thig proceeding as Exhibit
4, says, ’‘The minor hope repairs are a
particularly important’ part of this program
because without thesé¢ repairs, the basic
installed weatherization measures would not be
effeggige-’ (Ex. 4/ 14th unnumbered page, see
Tr . . .

*Understanding itg crucial xole in any low
income weatherization program, this Commission:
authorized finafcing for up to $200 of BER work
on low income dwellings in PG&E ZIP program.
(Dec. No. 92653, see discussion p. 39, and
Finding of Fact No. 32, p. 79.)

*But the proposed stipulation would deny -
weatherization services to the majority of low
income dwelling by making weatherization
available/ w W

v -
Ground Work Only units would no longer be done.
SoCal’s/ weatherization program would become the
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first and only low income weatherization
program in the state of California whexe Ground
Work Only is not allowed.

*The assertion of both SoCal and DRA that, for
reasons of cost-effectiveness, Ground Work and
BER should not be undertaken in the absence of
ceiling insulation is not supported by SoCal‘s
own cost-effectiveness data and, in fact, BE
has the highest benefit-cost ratio of all
individual measures, including ceiling
insulation. (Tr. 283)

"As proposed, if a dwelling does not recelve
ceiling insulation, the unit is referrxed to EEU
where it may receive only a low flow showerhead
and a hot waterheater blanket. The ujpit would
not receive BER or other Ground Work/measures.
Thus, we can look forward to the day when,
under SoCal’s proposed program, a gompany
regresennative hands to a low inc¢me ratepayer
a low flow showerhead, a waterheater blanket,
and a pamphlet describing the adfantages of
replacing the electric wall heafer with a $2000
gas fueled central ‘air heating/and cooling
system, while the wind whistles through cracked
windows and through a two-ingh gap undexneath
the front door. By no stretch of the
imagination could a dwelling in need of BER and
Ground Work measures be cofisidered weatherized
if it receives only a low/flow showerhead, a
waterheater blanket, and/’enexgy awareness’
material. _ S

~SOCAL’S ’AFFORDABLE HQUSING PROGRAM’ IS OF
LITTLE VALUE TO LOW INCOME RATEPAYERS

“To add insult to injury, SeCal has cynically
decided to claim that a new gas marketing and
rebate program, which would give developers of
multi-family rental housing units $100 pexr unit
for installing gab appliances, serxves as an
adequate substitite for low income . '
weatherization./ This claim is made even though

- SoCal’s partney in the stipulation, the DRA,
candidly admité the program is not a low-income

ram at all. While SoCal claims the program
wil ;000 low to moderate income :
customers, SHCal’s own data show this: claim to
be a sham. /SoCal’s program will pay rebates to

- 10 -
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developexs of 10,000 but will cause less than
1500 units which would have had electric
appliances to switch to gas instead. An
additional $458,000 will be spent on image-
building advertising to promote the use of gas

"THE ISSUE OF INCREASING FAILURE RATES
DEMONSTRATES SOCAL MANAGEMENT LACK OF XNOWLEPGE
AND CONCERN

*As described by Witness Shaw, the overall
inspection failure rate from 1983 until 1987

' was below 10%. In 1987 and 1988 the inspection
failure rate went up to about 30%, causgd
mainly by failures of waterheater blanke
SoCal would have this Commission beliere it was
not a systemic problem, but rather a gudden
simultaneous, coincidental but unrelyted
failure by the majority of its SoCal trained
contractors to install waterheater blankets
correctly. When asked to investigaAte, the
conmpany did nothing. When asked xo provide
some training and assistance, th¢ company did
nothing. (Txr. 240-249) ‘

. *SoCal’s witness was not even ajare the company
has a system to track the spedific cause of a
unit’s failure (Tr. 141-143) but was prepared

to provide a deliberately migleading comparison
between the inspection failyre rates of SoCal
trained contractoxs and ’Dg-It-Yourself’
customers designed to put gontractors in the
worst light. The detailed, complicated, and
often changing installat

standards are communicatgd through the
Company”s ‘Real Deal’ pyblication.
publication is not dist/ributed to SoCal
customers. There is ndo way for a -
‘Do-It=-Yourself’ custgmer to be kept up to date
on ’‘Real Deal’ chang¢s in installation and
inspection standards/ Do-it-yourselfers are
not inspected to th¢ same standards. The fault
for the increased jnspection failure rate lies
in SoCal’s poor cofmunications and management .
practices and its/refusal to take systemwide
remedial action. /. _ .
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“PHE COMMISSION SHOULD MAINTAIN ITS LONG
STANDING COMMITMENT TO ASSIST LOW INCOME
RATEPAYERS AND ADOPT THE RECOMMENDATIONS OF
AGENCIES

"Low income ratepayers need weathexization
services, not an EEU program which woulgédo
1ittle to reduce energy bills, gas marxkgting
programs which arxe of little value to Jow
income xatepayers, institutional advextising
and public relations expenses, and ppor program
management.

~The Agencies participating in thig case
prepared a sound alterxnative budget that would
weatherize 52,000 units at the game cost as
SoCal’s 1988 40,000 unit program by cutting
administrative fat. This budget should be
adopted. .

~This Commission has a long standing commitment
to cost-effective low incgme weatherization for
reasons which have been clearly and repeated
stated in a succession of Commission decisions
beginning with Pacific @as and Electric ZIP
Decision 92653. SoCal/e previous CCA Decision
87-05-074 reinforces 8 history of support,
saying weatherizatiory is needed "because with
more of the burden of rate increases falling on
the residential clagses to keep marginal usexs
on the system, the//low income customer bears a
heavy load.’ (p-/11)

*The Commission reasserted this general position
concerning low ¥ncome ratepayers in the last
Southern California Edison General -Rate Case
Decision, saying ’[W]e share Cal-Neva’s desire
to continue providing adequate funding for
residential conservation programs which are
cost-effective and will aid residential
customers in coping with increased rates. We
considexr t#g Energy Assistance Program to be an
important fneans to this end for that gxoup of
customers/who are. least able to absoxd rate
increased--low income residents.’ (Dec. No.

“The prgposed stipulation would retreat from
this Commitment. The stipulation should be
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rejected and the recommendations ©f the Agencies
adopted."

Discussion

Probably the major objection of Cal-Neva et al. t¢/the
stipulation is the provision to making attic insulation a
requirement for direct weatherization in 1989. The requirement
that attic insulation be installed would eliminate ground work and
building envelope repairs to residences that do not qfalify for
atti¢ insulation. SoCal’s figures show that attic jmsulation is
the most energy saving conservation measure that ¢ %.be installed,
although ground work and building envelope repairs are also cost-
effective under the all-ratepayers test.

However, we also raecognize that So ‘s programs will be
reviewed in its test year 1990 general-rate‘fése; Thus, we are
reluctant to make attic insulation a requirement fox direct
weatherization at this late date and withott the more thorough
program review which will take place in‘ﬁﬁat case. We will
therefore not adopt the condition that attic insulation be a
requirement for direct weatherization At this time, pending further o
evaluation of this issue in SoCal’s upcoming general rate case. .

The SoCal-DRA stipulation /also provides for an EEU
program in 1989 with a goal of 88,000 units. The EEU program is
proposed as a supplement to SoCalfs direct weatherization progtam‘
because of the proposal to make adttic insula;ion-a-requirement for
direct weatherization. Becausefwe do not_adopt:the‘attic
insulation requirxement, we will not at this time approve the EEU .
program. We believe that the/%ajor program changes proposed in the
stipulation are moxe approprihtely;considered'ih SoCal’s upcoming

general rate case. The attic insulation requirement along with anyfy'«v-"

other supplemental“programj’such'as-EEU, will be considered in
that proceeding. Finglly/'should‘SoCAl and/or the DRA decide in
the general rate case to-(ropose‘again an EEU-type program, we
expect them to consider carefully and to addxess expliéitiy the
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differences between the proposed program and PG&E’s existing,
Commission-approved "Low Cost" weathexization program. As Cal-Neva
notes, the design of the EEU program appearxs to offer fewer
services, have higher administrative costs, and be less/coordinated
with other weatherization services, than the existing/PG&E program.

Rather than approve the EEU program, we will direct SoCal
to use the funds requested for the EEU program to ) i
goals for direct weatherization. Shifting these/funds from EEU to
direct weatherization will allow SoCal Gas to gbntinue to include
in its program houses which qualify only for ground work and BER
measures. We recognize that SoCal’s figures/ show ground work
measures to be almost as cost-effective as/ceiling insulation.

This shift in funding will increase SoCa)/s total direct
weatherization goal to 30,000 units in )¥589, at a total funding
level of $18.6 million. Within this oferall goal, if the
agencies locate fewer than 10,000 uniks qualifying for attic
insulation, the additional money al)ocated to attic insulation
should be made available for ground work only units. As provided
in the stipulation, if the communAty agencies,dre'able-to-locate
more than 10,000 dwellings in n d of ceiling Lnsulatidn; then
SoCal will exceed this goal either by shifting funds from ground
work only funding or other programs, or by accumulating an -
undercollection in its CCA bylancing account.

The SoCal-DRA stipulation also provides for a number of
program modifications that /are associated with the attic insulation
requirement. We will adogt some of these modifications in order .
to help increase the n r of houses qualifying for attic |
insulation. “For exampl¢, Cal-Neva, SoCal and the DRA propose to o
reduce the minimum squire footage requirement for the installation
of attic insulation fyom 600 to 300 square feet. We will adopt |
this propeosal as it 111 help ensure that the maximum numbexr of
households will xecgive attic insulation. The SoCal-DRA
stipulation also pfZoposes to remove the three measure minimum
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requirement for direct weatherization. We will adopt this/ proposal
for residences that are eligible for the installation of/attic
insulation; however, we will retain the three neasure

for residences that receive only ground work. We wil) also direct
that door thresholds will be recategorized from a buflding envelope
repair measure and instead incorporated into the weather stripping
measure under the category of ground work. Final

Cal-Neva’s suggestion that SoCal be required to jase PG&E’s practice

of paying community agencies per square foot off insulation
installed, in order to assure that adequate ircentives exist to

weatherize groups of homes that are consisteptly larger than the
estimated average size.

Cal-Neva also made a number of proposals to reduce the
administrative costs of SoCal’s weatherifation prdgrams- A
gignificant contributor to the high admfnistrative costs of SoCal’s
program appears to be SoCal’s policy 100% inspection of all:
weatherization projects, including ‘gnound work only units. For
ceiling insulation jobs, this policy was established several years
age by our Commission Advisory and Qompiiance Division, due to
safety concerns with the installafion of ceiling insulation near
furnaces or flues. However, a 1£0% inspection policy does not
appear necessary foxr ground woxk only units. For example,‘PG&E
inspects only 20% of ground work jobs. SoCal defends its policy ‘
for ground work only inspections based on its allegéd high rate of
failures for water heater b%anket installations. We believe that
SoCal could reduce both this failure rate and its admin{strative:
costs, by agreeing to a lowex ground work only inspection rate,
provided that a community, agen¢y5red&ces its water heater;blanket
failure rate to below a target level. Both SoCal and Cal-Neva
should work togethexr to/establish the details of such an incentive
plan. Reduced adminisprative expenses from this plan should be-
made available to the/agencies to weatherize additional units.
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Finding of Fact

1. SoCal, DRA and Insulation Contractoxs Association
have entered into a stipulation for the purposes of settling
matters in this proceeding.

2. Cal-Neva et al. urges that the stipulation b
rejected.

3. Ground work and building envelope repairg alone are
almost as cost~effective as attic insulation.

4. The SoCal, DRA, Insulation Contractorg Association
stipulation provides a reasonable basis for SoCal/s weatherization
activities through 1989, if it is modified as follows:

Attic insulation shall not be ¥ requirement for
direct weathexrization;
SoCal’s weatherization goal for 1989 shall be 30 000
units, with a total expens -requirement of $18.6
million. Within this go , funding may be shifted
from attic insulation t ground work only, if the
community agencies are /unable to locate 10,000 units
qualifying for attic ¥nsulation.
The minimum square fgotage requirement for direct
weathexization shall be reduced to 300 square feet.
There shall continfe to be a three measure minimum
requirement for direct weathexization except where
attic insulatior/ is installed. Doox thresholds ahall
be considered & part of the weather stripping
measure. SoCAl shall pay community agencies per
square foot Of insulation installed.

program shall not: be approved at this
time becphse this proposed program is better

' in SoCal’s upcoming general xate case.

SoCal/and Cal-Neva shall work together on an
inceAtive plan intended to reduce both SoCal’s
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administrative costs for inspections and the failure
rate for water heater blankets.

W

1. The stipulation should be rejected,
program changes which it proposes axe more appIop, iately reviewed
in SoCal’s upcoming Test Year 1990 genexal rate Lase proceeding.

2. The modifications proposed in Firding of Fact 4 above
result in a weatherization program which is agceptable.

3. SoCal should be ordered to confinue its CIEP in
accordance with the terms of this decision.

IT IS ORDERED that Southexry California Gas Company shall
place into effect the program as sey forth in this oxder and shall
be authorized to file an advice le‘ter‘pursuant to General Ordex
96-A to adjust its rates to refledt the total program expense level
set forth in Appendix A hereto. /The more detailed breakdewn of
expense categories shown in Appgndix A shall be revised to
incorporate the changes ordere in this decision.

This order Tﬁff%i?‘ Bgective 30 days from today.

Dated . —, at San Francisco, California. "

STANLEY W. HULETT

andmn
DONMII)VTAL :

FREDERICK R DUDA.
JOHN B OHANIAN .
Cbmmm&wnas

. Commissioner G. Mitchell W:.l.‘:.“_'f=

“being necessaley absent, dxd ~
not partlczoate-




