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Declzion
BEFORE THE PUBLIC UTILITIES COMMISSION OF

Application of PACIFIC GAS AND
ELECTRIC COMPANY for authority
among other things to implenent

a Conservation Financing Progran
and include a procedure for a
Conservation Financing Adjustment
of PGandi's electric andéd gas
tariflfs o provide funds for
Commission approved conservation
financing program.

Pplication 59537
e

A
(Filed Mawrch 25, 1930)

(Zleceric and Gas)

Application of PACIFIC GAS AND
ZLECTRIC COMPANY <o increase
rates for Electric andéd Gas
service for the ¢osvs of the
Residential Conservation Service
(RCS) Program.

Application 60700
(Filed July 1, 1981)

(Electric ané Gas)

Application of 2ACIFIC GAS AND
SLECTRIC COMPANY for authority %o
increase Lts Electric and Gas
rates ané charges effecvive
January 1, 1982, in accordance
with the Conservation Financing
AdJustment (CPA) authorized in
Application 59537, for operation
of a zero-interest prograxm (ZIP
of conservation financing.

Application 60701
FLled July 1, 1981)

(Electric and Gas)

Application of PACIFIC GAS AND
ZLECTRIC COMPANY for authority to
revise 1ts gas rates ané tarifll:s,
effective April 1, 1931, under the
Gas Adjustment Clause, and to
modify its Gas AdJustment Clause.

(Gas)

Application 50263
(Fileé February 17, 1981)
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ORDER MODIFYING DECISION 63891
AND DENYINC REHEARING

A petition for rehearing of DecisZon (D.) 93891 has deen
filed by Toward Utility Rate Normalization (TURN) and petitions
Tor modllfication have been filed by the California Energy Commission
(CEC), the Insulation Contractors Association (ICA), and Southern
California Gas Company. We have carefully reviewed each and every
allegation in said petitions. Ve are of the opinion that good cause
for granting renearing has not been shown. However, as discussed
more fully below, D.93891 should be modified in cer<ain respects. e
also desire to supplement D.93891 with inspection requirements <or
work completed under ZIP. Also, certain clerical corrections in
D.93891 are required.

Cost-Effectiveness of 2IP for Nonoarticimants

We alflfirm &s one of the relevant reference points for evalu-
ating the cost-effectiveness of a2 conservation program such as ZIP,
the cost effects of such a progranm on nonparticipating ratepayers.

Our staflf concluded that on an overall basis ZIP Zs cost=eflective for
the nonparticipating ratepayer.

Wnile we believe +thast the approprlate bacls for determining
the, impact of ZI? 1s on an overall basis rather <han a measure-~
by=-measure basis,i/ stafl acserts that, considered individually, “wo
weatherizavtion measures appear not to be cost=ellective t0 nonpartsici-
pating ratepayers in’ gas-heated, single-family residences dased on
the originally proposed iZncentives. Our s<ast projected net costs Lo
nonpartlicipants of approximately eight-tenths of 2 mill per thermn.
These two measures are floor insulation and STorm or thermal windows
or doors. Of course, the Commission acdopted incentives smaller than
those proposed, to enhance cost~effectiveness. Nevertheles

S, TO ensure
the continued cost-effectiveness to ratepayers of finaneing ZIP, we
*~

L

will require the Pacific Gas and Slectr4e Company (PG&E) to f£4le 2

Teport by Decemver 1, 1982, providing data on the cost-effectiveness

UU,

i/ Cf. D.82-02-135, p. 73.




ne ZIP Phase II
this report, partice
ular attention chould be glve 5 4=¢ Jelul: £ ZIP
financing as regards 4
vhermal windows or doors in pgas
family or multi-family residences.
vith the above procedure, we belleve that the cost-eflee-
tiveness of ZIP can be zsafeguarded not only for participants, the
wtility and soclety, dut 2also for nonparticipating customers of

[ =Py 91 -
Taerefore, IT IS ORDERED that D.§3291 is modified as
follows:

1) The paragraph that begins at the bottom of page 33 is
modified to read as follows:
"In reguecting revenuecs %0 allow systemwide expansion
of 2I?, 2G4k svrongly urges %that initial Phase II
measures and procedures substantially parallel the
Pnase I meazures and procedures. The evidence of
both PG&LE and stall indicates that the expansion of
21P, az proposed by PGLE, will be cost-elfective
Irom societal, u ¥, and parviclipant perspectives.
Using vhe ssaflf's methodology, the program, ac pro-
poced, Ic also cost-clfective Irom the nonparticipant
Or ratvepayer percpective. vaen estimated usin
PG&ZE's methodology, the progran, &z proposed, is
sligntly noncost~-eflcetive Irom the nonparticipanty,
or rasepayer perspective. EHowever, based on current
estimates of energy savings ané ¢osts, PGLZ's ZIP
?nase Il program is nighly cozt-eflective on an
overall basis. Moreover, we will affirm the relevance
for Pnace 11 ZIP of determining the cost~-elfectlveness
T the program from the perspective of the nonparti-~

cipaving ratepayer. vWhile we belleve that the
appropriate basis for determining the impact of ZII?
is on an overall bBasis rather than on a measure-
by=measure basis, stall asserts that, considered
individually, two weatherizatlion measures for gas-
heated, single~lamily residences appear, dbased on the
originally proposed iLncentives, to be significantly
noncost=elloctive to nonparticipaving ratepayers.
Our stafll projected net ¢osts ©o such ratepayers of
approximately eighat-tenths of 2 mill per therm.
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i These two measures are floor insulation and

. storm or thermal windows or doors. Accordingly,
to ensure the continued cost-elfectivenes:s 0
ratepayers of financing ZIP, we will reguire
PC&E %o file a report on December 1, 1982,
providing data on the costeellectivencss, under
all four relevant tests, of ZIP financing for
Pnase II weatherization meazure. Partlicular
attention should be given to the cost-elfective~
ness of installations of floor insulation and
storm or thermal windows or doors in gas or
electrically heated, single=family or multi-
family residences.”

Findings of Fact 6 and ¢ are amended to read as follows:

"S. DPG&E's proposed ZIP Paase II program is Cost~
ffective to progranm participants, non-participatin
ratepayers, the utilicy, and society.”

"8. The program measure specified In D.92653 are
appropriate for initvial 4implementation of Paase II
of ZIP. It 4is reasonable for PG&E to report To the

Commission on December 1, 1982 on the cost-effec-

tiveness, under all four relevant tests, of financing
she ZIP Phase II authorized weatherization measures.
Particular attention should e given To the Cost-
effecsiveness 0fF the iZnstallation ¢f floor insulation
and storm or thermal windows or doors.”

Tne following ordering paragraph Zs added to page 61:

"14. On December 1, 19¥2, PG&E shall file a report
providing data on the overall cost-elfectiveness,
under all four relevant tests, of financing the ZIP?
Prhase II authorized weatherization measures. AS
parc of this report, particular attention shall de
given 0 the cost=efflectiveness of ZIP financing as
regards insvallasions of floor inmsulation and storm
or thermal windowes or doors 4in gas or electrically
neated, single-family or multi-family residences.”

Residential Conservation Service Program - We belleve that
cexrtain of the modifications

reguested by CEC have merit, Iincluding that
which seeks %o have a balancing account established for funding of the
Residential Conservavion Service (RCS) program (Items 1, 2, ané 3,
below). Since, as we point out elsewhere, "ZIP depends upon. RCS

audits for desermining eligibility for financing of certain Z7I?

measures and for numerous procedures," the creation of an RCS bhalan-
ancing account will assure the dependabllity of the RCS program as an
adjunct of ZIP.
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In addition, we will adopt the CEC's proposed change in
Finding 53, regarding PGEE's provicion of Inspections under mandatory
retrofls ordinances enacted by local governments. We intend by this
change to remove any suggestion that enactment of such ordinances is
undesirable. In faet, we believe such ordinances, particularly where
they mandate physical improvements rather than just inspectlions, nmake
a substantial contridbution toward improved energy efficlency, parti-
eularly 4in rental housing. We instruct the stafl to work with PG&E

nd other Iinterested parties to seex agreement as to an appropriate
role for PG&E in this area.

We note that ZI2 Ltselfl provides suppory for passage
0f ordinances compatidble with Lts terms. ZIP loans are of course
available to residential ravepayers, including those acting pursuant
to local ordinances. The typical ZI? procecdure involves installation
of at least the "2ig 8" measures, certified by a compliance Znspection.
ocal ordinances whlch nmay be iZntegrated into the ZIP frameworx could
take advantage of both the free financing and the compliance inspec-
tion provided vy ZIP.

Tinally, we will modifly (ng LS o0 dbetser t our

position regarding contvracting by with outside groups to provide
services under Z2IP? or RCS.
Therelore, IT IS HERZBY ORDZRED that D.923891 Zs moéified as

e she e

follows:

L) The Tirst complete paragrapn on page 49 Zs deleted and is
replaced by the following:

"The stall has expressed fears that PG4E may unduly
veneflv LI RCS Program costs In 1982 <urn cut to he
less than the revenues authorized for RC3. Our
cetermination %o drastically reduce RCS funéing o
$£12,000,000 renders the stall's concern somewhat
academic iIn nasture. iven the bare-bones RCS budlget
wnich we authorize today, the likxelihood of PG&E
receliving revenues In excess of 1982 program costs
is Indeed slim. We also are aware, however, thas
there 1s a close relationship bestween +<he 2CS Pro=-
ram and ZI2, which depends upon RCS audits for
determining eligidblility for financing of certain 2IP
measures and for numerous procedures, and thas withous
& funding mechanism for the RCS program, 2CS funds
could be depleted ZLnopportunely. iven these c¢con-
slderations, we will create an RCS balancing acecouns,
walch will be sudbjeet %0 a review similar Lo thast

planned for the ZIP balancing accounst.”

5




The following Pinding of Fact 59 is addéed on page 55:

"59. It 43 reaconadle o establish a balanelag
account Lor coses and revenues assoclated wis
PG&E's RCS prog_am.'

Ordering Paragrapn 4 Zs amended %o read as follows:

"L, PGLZ is authorized ©0 Lnerease CFA balanein
account factors for all classes of gas and electri
service as’ noved Irom $0.00105 pexr therm to $0.0029
per vherm and from $0.00002 pexr XvWh <o $0. OOOlL per
KWn, respectively. Tor its RCS program PGLE ic
authorized to increase base rates for all ¢lasse

of gas and elec¢tric service as noved by 3$0. 0017 pe*
therm and by $0.0004 per kWh, an vne e revenues
and vthe costs assoclated with RCS chall be recorded
in an RCS balancing account.”

Findings of Fagt L&, L5 and 53 are amended %o read as

"LL, It 15 appropriate for PGEE to enter into
contracts with ou:szde groups, whether they bde
gove.“men* agencles, community groups or private
Tirms, %O provide services under the Z2I2? or RCS.
Such contracts are desirable under the clroeum—
stances pe*mitted by the CZC's RCS Plan or as
otherwise apyroved by vhe CZC, b"‘ o“ly wnere
they result in no greater eypeﬁd cure than

PG&LE would have incurred 0 achlieve the zanme
egv_maued conservation through it:z own RCS and
217 efforts."

"ys, T L1s appropriate that contract sexrvices for
ousreaca to Target consumer groups be oriented
toward ZIP because actual Anztallation o conser-
vation measures will result whenever ZIP? financin
is provided.”

"53. v this time 4Lt would he urdes;rab To
reguire PG&E to provide iLnspections unde" mandatory
retrolit ordinances enacted by 1oca1 gove*qme“,,,
altaough L1t L reasonable for PG4E luntarily <o
perform su¢h inspections on an occas 1ona* basis as
a service to 1ts customers when manpower ic
available."

Inspection Reculrements for Complerted Woryk = We hWelieve that

it Lz advisable to set forth requirements for ¢ompleted ZIP~financed
work that are similar to those mandated in our recent decisions on
the conservation financing programs for San Diego Gas andé Eleceric
Company (D.93894, ». L) and Southern California Gas Company
(D.82-02-125, ». 85).
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2) The final portion of the lazt zentence on page 34 is
amended $0 read as follows:

"...in utility provided zero-interest financing
for installation of the '3ig 6' measures."

3) The words "reviscd intercst rates" are delested from the

4) The first sentence of the lase
amended to read as follows:

final sentence defore the first full paragraph on page 36.
P2

ragraph on page 36 is

"Our concern with the costs borne by ratepayers
cannot be overemphacized.”

Pinally, vhe petizion for modification filed by Southern

California Gas Company %ouches on issues not addressed herein and

wlll de addressed bdy further order of <he Commission.

Renearing of Decision 93851, as modified herein, is
denied.

This orcer 4is erfecsive voday.

__» at San Franeisco, California.

o ianu D CRAVELLE
W ARy T GRIVES, JR
NN CALVO
posCILLA ¢ CREW
Coumnmissioners

I CERTIFY THAT THYS DECTST
VA5 ATOROTED BY ThT ABS'?%ON
COMYISSTONERS TOLAY,




