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Decision 91-07-040 July 24, 1991 JUL 2 41991

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

an order finding its expenditures @ R ﬂ &B ﬂ NA&.

for the Conscrvation Cost Adjustment Application 90-06-064

In the Matter of the Application of )
)
)
Program for 1988 and 1989 to be ) (Filed June 29, 1990)
)
)
)
)

Southern California Gas Company for

reasonable and for authorization to
include program expenditures in
rates.

QP INXOQON

This decision finds that Southern California Gas
Company’s (SoCalGas) expenditures for consexrvation activities under
jits Conservation Cost Adjustment (CCA) program during 1988 and 1989
were reasonable and authorizes SoCalGas to recover $40.1 million
for the two-year period. The CCA program was terminated by order
of the Commission in SeCalGas’ Test Year 1990 Rate Case (Decisien
(D.) 90=-01-016, 35 CPUC 2d 80, 123, 158). Pursuant to that order
SoCalGas refunded an $31.54 million overcollection in the CCA
palancing account in its 1989 Annual Cost Allocation Proceeding
(ACAP). This decision distributes the remaining funds and
abolishes the CCA balancing account.
Exocedural History

SoCalGas filed this application on June 29, 1990. The
assigned Administrative Law Judge (ALJ) convened a prehearing
conference (PHC) on August 17, 1990. At the PHC the Division of
Ratepayer Advecates (DRA) disclosed that it intended to contest
SoCalGas’ request for recovery of $6.5 million in conservation-
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L
Pursuant to the schedule establ;shed by the ALJ for prchearzngAL .
briefs, DRA filed a motion to strlke those. port;ons of the . ,‘”
application pertaining to the.$6.5. mlll;on. o o
By ruling issued on October 17, 1990, *he ALY grantedw_p\p
DRA’S motion to strike. The ALJ’s ruling concluded that the
Commission had already determined in D. 90-01-015, 35 CPUC 2d 3,
that litigation expenses wexe not. intended for ;ncluoxon in tne '
CCA halancing account and could.only be considered. Ln a general ‘
rate case proceeding. SoCalGas appealed the rullng to. the ”full
Commission” on October 29, 1990. SoCalGas had also. requested
recovery of the same litigation expenses in its 1990 ACAP
Application (A.) 90-03-018. In D. 90=-11-023, the Comm1551on’ , _
decision on the ACAP application, the CommASSLon once aga;n ruled p
that litigation expenses could not be. recovered in the CCA ;” _ W;
balancing account. On rehearing of D. 90-11-023, the Commzss1on '
affirmed its position. on the.recovery . otolxtlgatlon costs and made.
it clear that SocCalGas had the optioen of. requestlng that ltS .
conservation related litigation expense be cons;dered in f,‘ ' _
establishing rates in its next. general. rate‘cgse.‘ SoCalGas then :(_
abandoned its appeal of the ALJ‘s ruling. | o
& second PHC was convened on April 1, 1991 to Schedule o
the taking of evidence on the reasonableness of the non—l;tlgat;on‘”
costs of the CCA program. DRA filed its report on the
reasonableness of SoCalGas’/ CCA activities on May 13, 1991.f DRA
concluded that SocCalGas’ conservation costs during the 1988-89 “_
period were reasconable. By ALY ruling dated May 15, 1991 a oer;od
off 12 days was prov1ded for comment.on. the report and requests for ;

g e e r,

1 These lxtzgat;on expenses 1ncluded.$6 28 mxllxon for'the costs
of defending and settling a group of lawsuits filed by- ‘installation:
contractors known collectively as the “Angelus” suits and $464,500
in other minor conservation-related litigation.
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hearlng by the partles to this proceed;ng. No- commentsior requests
for hearlng were flled. The matter'stood submitted on’May 27;
1991, with the record cons;stlng 0f -A.90-06-064, the rulings of" thew
ALT, and DRA's reasonableness report of May'ls, "199L. L ; '
In response to a Commmssmon—request, SoCalGas flled
A.60447 on Aprxl 14, 1981, seek;ng authorization to-implement a.
Weatherization Financ;ng and Credits Program (WFCPR). "This program -
offered varlous incentives such as’ lew-cost financing or cash
rebates to SoCalGas customers who installed attic insulation or -
other weatherlzatlon lmprovements in-their homes. 'In D.82~02- 135,,T
8 CPUC 2d 167, issued on February‘17 1982, the Commission: L
established the CCA balancing account te track the WFCP
conservation'costo'and'authofized”SoChlGas to' implementinew " . i
programs whxch expanded the ass;stance and—zncentlves available to.. .
ratepayers. ' v : ST E
The Communlty Involvement Energy: Programs- (CIEP)- became’ a:
part of the WFCP in 1982. As authorized in D.82~09-062) issued on
September 22, 1982 the CIEP provided direct weatherization: = .
measures for ellglble limited~- and fixed-income customers’at no-.
cost. The WFCP and CIEP were continued and expanded during 1983 to
1985. . ' e e
On October 17, 1985,  the Commission issued 'D.§5-10=0S3, '
19 CPUC 2d 117, which established a funding limit for 1985 and 1986
of $120 million for the financing and rebate activities of the . =
WFCP. The WFCP loan and rebate’ activities were terminated ‘on-March-
31, 1986. The low-income activities of the CIEP were provided with:
cont;nual rundlng at a rate not to exceed $10-million annually once:
the authorized WFCP spending limit of $120 million was reached.
D.85=-10-053 also authorized SoCalGas to implement a
llmzted Furnace Repalr and Replacement program. This pilot. ..
program, wh;oh was a component of the CIEP," offered repamrs and )
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replacement: ‘of 'inoperative. heatlng'equ;pment at. no-cost. to. eligible. .

low-income SoCalGas customersy ... . 1o S e o S

D.87=05=-074, 24 CPUC 2d 445,- and D 88 10 055 lssued on -
May 29, 1987 and October 26,.1988, respectively,. found.SQCalGas’
conservation program expenditures during 1985 through 1987 to.be.
reasonable and’ authorized SoCalGas to- continue the no-cost... .
weatherization activities and the Furnace: Repair and Replacement
pilot program through yeaxr-end 1L989..

In SoCalGas’” Test Year 1990 General Rate Case e
D.90-01-016, issued on January 9, 1990, the Commission ordered L
SoCalGas to terminate the CCA balancing.account as of. December. 31,,ﬂ
1989, and to present a plan to refund to ratepayers. the: .. ...
overcollected revenues in the CCA: balancing account. . The..CCA.
balancing account was replaced with a separate one-way 1nterest
bearing memorandum account for ‘conservation expenditures for 1990
and afterward. The refund plan was to-be presented in. SeCalgas’.. . .
1988/89 CCA Reasonableness Review..  In SoCalGas’ ACAP, D.90=01- °ls'ad:
issued on January 9, 1990, the Commission adopted rates.which . |
included the amortization of the estimated December. 3l, 1989
overcollection over twelve months.  In.SoCalGas’ second ACAP. . =
decision, D.90-11-023, issued. on November 9, 1990, the revenue
requirement associated with the amortization was revised to reflectfe
the actual December 31, 1989 overcollection of $81.54.million.
SoCalGas -did not include a refund plan in this application since'_
the present ACAP rates are already amortmz;ng the overcollection.

ane ' 88 and_1989 Gonsexrva P OqIaN .

D. 88-10-055 est lmshed SoCalGas' total conservatlon ‘ .
program funding for 1988 at $32.65 million and $23.91 million . ror _;
1989. SoCalGas’ actual costs in those years were $20.9 million. and“
$19.2 million resulting in an overall underspend;nglp:_Slsfsu, L
million for the two=year period.- .- - - ey |

SeCalGas’” conservation program durmng the revxew perlcd
consisted of its CIEP direct low-income assistance and .the .
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continued administration of the WECP>programs. which: SeCalGas. had
essentially terminated before 1988. soCaléas. weatherized. 40,437
dwelling units in 1988 and 32,483 'in .1989.  SoCalGas- exceeded its
goal fer 1988, but reached only 69% of: its target for 1989 due in:
part to the loss of two of its installing agencies. that year.

SoCalGas underspent its allocations .-in both' years .due to- reductzonauw

in administrative costs and to the market preference for multi- ' .
family projects with fewer than expected attic insulation- progects.&_
SoCalGas provided its pilot program. £or the no-cost
repair and replacement of inoperative home heating equipment in
low=income households during both 1988 and 1989.  SocalGas met 95%
of its target level of service (572 units during the two-year -
period) by replacing or repairing 546. furnaces. . SoCalGas. expended .
$493,504 or 95% of the $518,236 approved funding. :
Expendltures for the administration of- the~CIEP program
included SoCalGas labor in processing reimbursements for the -CIEPR
and the Furnace Repair and Replacement Program, inspection -
operations costs, communication and computer expenses, training,
building rent, outside services, materials and supplies, and
duplicating-and microfiche services. The-authorized expense. =
requirements for CIEP administration was :$7,86%,060 -for 1988 and .
$7,608,425 in 1989. SoCalGas actually incurred.$5,688,518 -in 1988 ..
and $6,572,884 in 1989 resulting in a total underspending. of

$3,208,083 in the two=year period. SoCalGas’ underspending was in . .-

compliance with the Commission’s D.88-10-055 and the Memorandum of
Understanding (MOU), dated July 19, 1989, whereby SocCalGas-and.Cal=-..
Neva representatives agreed to work together to reduce-CIEP
administrative costs. In complying with the MOU, SoCalGas: .
implemented on-site inspections conducted at:the time of: - - L
installation which significantly reduced inspection costs-and also:
reduced costs resulting from reinspections. Additional reductions )
in administrative costs were achieved by consolidating clerical
activities so that as vacancies occurred, positions were not filled -
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but activities were assumed by other. employees. As a result of
these cfforts, SoCalGas was able to reduce its overall
administrative costs.with major: savings in. Ln,tallatmon Lnupectlon,
and contract labor costs. e e e,

soCalGas” underspend;ng in tne CIEP acthlty was
reasonable in light ot market conditions and thc_otticmgngy
improvements which SoCalGas implemented. in phe,cqurse,o;r
administering the program. - .. oo Cee e ,

SocalGas did not offex any new WFCP loang or rebatef L
after 1986, -although existing. loans still needed. %o .be. ¢erv1ced.”¢"“

Activities included monitoring delinquent accounts,. fcllowmng up. on .

customers who had moved and sold their weatherized property, and

addressing bankruptey claims.. Other activities included procesulng

address and name changes and responding to. customer inquiries and _L

complaints regarding installations and,referralsltqycxgq;t,‘nw

agencies. : - _ L . S , :

Sxm;larly; although the, bulk o£ the Solar Demonstratlon

. Financing Program bad been sold-.in 1987.and all solar ::e.bates we:::e
issued, situations arose requiring SoCalGas’ .attention.. Handl;ng -
of rebate checks not received, requests. foxr photocopies. or cauhgd”‘_
rebate checks in cases where customers believed they had not .
received rebates, and following up on equipment and Lnstallatmon T_ﬁ
problems were some of the activities still being proceseed ln -
connection with the solar program during 1988 and 1989..

The WFCP maintenance category was underspent by 5368 294 .
in 1988 and $251,033 in 1989. A total underspending of $619,3 '
occurred over the two-year period. The underspending. was. pr;marmly
due to SoCalGas_consolidatingnthew;pan~collect;on};c:;v;tmga.lpwtne,)
Conservation Loan Center in 1988. In that year, SocalGas made an
increased. effort to encourage its customers. £o bring their. accoﬁntg 
up to date., Through this effort, wrlte-offf of custonmer loanshwerem;
substantially lower than estimated, resulting in the underspendlrg.;:
This underspending was reasenable because it is attributable to ‘.:;}
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the WFcP. TN [ . S et " N i R Tl . N“\’»ﬂ._:: ‘-

he 1986 Tax Reform_ Act on:-the CCA Ba NCIing_A b

SoCalGas” efficiencies in ‘carrying out the majintenance :portion of ;..

In SoCalGas’ Test Year 1990 General Rate Case. proceeding :
A.88-12-047, SoCalGas recommended an’ adjustment’ (reduction) to the
December 31, 1989 net overcollection in the CCA balancing account .~
to reflect the effect on tax rates from the 1986 Tax:Reform: Act ..
(TRA). The adjustment was needed to account for the difference . -
between the tax rates in effect at the time the overcollection
occurred and the time when the overcollection is refunded to the
ratepayers. ' The tax rate in'effect at the time the overcollection: .
occurred was 39.95%. SoCalGas had to pay taxes at the rate of.
39.95% of the overcollected revenues. At the time the' ..
overcollection was paid back (refunded)" to the ratepayers in the
ACAPs, the tax rate in effect was changed: to: 34% pursuant: to the . . .so
1986 TRA. SoCalGas received a tax benefit of 34% of the '
overcollected and refunded revenues. A tax benefit: results from
SoCalGas reporting a lower taxable inceme in the year of ‘payback to " .
the Internal Revenue Service than SoCalGas otherwise would have
reported if SoCalGas had not paid back the overcollection-to the-
ratepayers. Since the taxes paid on the overcollection -axre greater "
than the tax benefit received, SoCalGas proposed to reflect the'
difference as an adjustment te the CCA balancing account.

In D.90-01-016, the Commission-adopted SolalGas’ & .
recommended, adjustment to the CCA balancing account but ordered DRA
to consider the impact on the CCA balancing account resulting from .
the 1986 TRA. Based on DRA’s review of SoCalGas’ adjustment to the:
CCA balancing account to reflect the tax effect, DRA concluded ‘that:.
the adjustment is reasonably calculated. The tax ‘cost:-associated -’
with the CCA overcollection  at the time of the overcollection:was ™'
$750,205 and the tax benefit at the time of refund was $638,472. .
Multiplying the difference of $111,733 by the net to'gross . 0.0 .. -
multiplier of 1.6705 approved by the Commission in SoCalGas’” 1988 .
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Attrition Year filing results in a $186,650 impact Creductlonj to
the December 31,-1989 CCA balancing account.overcollectlen.f

1. SoCalGas’ conservat;on actmv;txeseln 1988 89 conszated o: l
the Commun;ty Involvement in Energy Program for direct low-mncome

assistance home’ improvement projects, a, pilot. program,for no cost
repair or replacement of inoperative home furnaces, and contlnued
administration of SoCalGas’ earlier programs for loans and‘:eb;tes
for conservation and solar installation projects.

2. The Commission authorized SoCalGas to spend $32.65
million in 1988 and $23.91 million in 1989 for conservation
activities. . o .

3. -SoCalGas underspent. its allocat;ons for 1988 and 1989 by

a total Of S$16.5 MILLiON. = v em et e e e oo
4. SoCalGas weatherized 40 437 homes 1n 1988 and exceeded

its program target., [ - - ras =t oo T

'S.. . In 1989, SoCalGas weatnerzzed only 32 483 unxts, meetzng‘mﬁJ

69 pexcent of its target activity. - .. . - e

6. SoCalGas' weather;zatxon.program.was slowed.by the loss V
of two of its installation contractors in 1989. e

7. In 1989, there were faewer program particxpantf seeking
attic insulation improvements.

8. 'SoCalGas met 95 . percent. o: Lts target actxvxty level and
expended 95 percent of its allocated funds.in the furnace. repair
and replacement program.

9. SoCalGas reduced its administrative costs for the low-
income weatherizatien program by $3.2 million during 1988 and 1989
through merovements in-its 1nspectzon program and consolidating
employee job functions. - '

10. The tax'lmpact of the 1986 Tax Reform Act requires that
the CCA balanclng account overcollection be reduced by $186,650.

11. The request in this application for recovery of $6.28
million, in_conservation-related litigation costs was stricken.
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1. The funds spent and the activities undertaken!inm: .w.::..

‘SoCalGas’ conservation program for 1988 and 1989 were reasonable. i.ri‘

2. SoCalGas” underspendzng for conservation programS«zn 1988

and 1989 was reasonable. - T U T I mmionawioy
3. The CAA overcollection should be reduced by: $186 650

' 4. SoCalGas should' be authorized to'recover: $4oa1,m;lllon,;

for its conservation costs during the two-year period 1988 to:.1989.-.-

Q R'D.ER o

XT IS ORDERED that:

1. Southern California Gas Company is’authorized:tocrecover
$40.1 million from the chservatlon Cost Adjustment: balancnng
account. : - St S S U S ST

2. The overcollection in the Conservation COst‘Adjustment~w
balancing account as of December ‘315, 1989, is-reduced by: $186 000
to reflect the effect of the 1986 Tax Reform Act. &= . = 7

3. Subject to Ordering Paragraphs-l and’ 2 hereln,/the

Consexvation Cost Adjustment balancing -account: shall: ba. dlstrlbuted L

and, thereafter, 'immediately abolished.’
4. This proceeding is closed. :

This order becomes effective 30 days- from today.:'

Dated July 24, 1991, at San Francmsco, Cal;forn;a.
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_‘PATRICIA M.‘ECKERE
S 0L President
" »".,:.'.',..)'Go MITCHELL WIIK A 5
JOHN B. OHANIAN
DANIEvamvaESSIEEF
vyNORHAN‘D-@SHUMWAY”"‘ :
Commisszoners : o
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gk CERT!FY n-m::ms"pcc:swn
WAS AQPROVED BY":HE, ABOVE
COMMISS!ONERS TOOAY

LRAN, Executive Director
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