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S2 03 0'18 r;AR 2 1982 
Decision ________ _ 

BEFORE ~~E PUBLIC UTILITIES CO~m!SS!O~ OF 7rlE STATE OF CALIFOPJ~!A 

Application o~ PACIFIC GAS ~~D 
ELECTRIC COMPANY fo:' au~hor~ty 
a~ong othe:, things to i~plement 
a Conse:,vat10n Financing Program 
and include a procedure ~or a 
Conservation Fi~~nc1ng Adjustment 
of PGandE's e1ect:'ic and gas 
tariffs to p:'ov1de !unds fo:' 
CO~~ission app:'oved conse:,vation 
financing p:,ogr~~. 

(Elect:'ic and Gas) 
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------------------------------) ) 
Application of PACIFIC GAS AND 
ELECTRIC COMP .A;~Y to 1nc:'ease 
rates for Electric and Gas 
service to:' the costs of the 
Residential Conse:,vation Service 
(RCS) ?:oogra.":. 

(Electric and Gas) 
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----------------------------) ) 
Application of ?ACIFIC GAS ~~D 
ELECTRIC COMPANY tor autho:oity to 
increase its Elect:'ic and Gas 
:'ates and cha:oges e~~ect1ve 
January 1, 1982, in acco:odance 
with the Conse:,vation FinanCing 
Aajustment (CFA) authorized in 
Application 59537, ~or operation 
of a ze:,o-interest p:,o;:,a: (Z:?) 
or conservation :inancing. 
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----------------------------) ) 
Application o! PACIFIC GAS N~D ) 
ELECTRIC COI~?AXY ~or autho:,ity to ) 
:,ev1se its gas rates ~d ta:'i:~s, ) 
e~~ec-'ve A~~~" '98' •. ~Ae~ Mhe ) .. • ,.,.J. 1:"....... ,.. .. , ~.\.i.... ~. 

Gas Adjustment Clause, and to ) 
modify its Gas Adjustment Clause. ) 
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-------------------------------), 
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Application 59537 
(Filed March 25, 1980) 

Application 60700 
(Filed July 1, 1981) 

Application 60701 
(Filed July 1, 1981) 

Application 60263 
(Filed Fe~:,uary 17, 1981) 
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ORDER MODIFYING DECISION 93891 
A}sD DENYINC REHEARINC 

* * 

A petition for rehearing of DeCision (D.) 93891 ha~ been 
f1led by Toward Utility Rate Normalization (Tur~) and petitions 
for modificat1~n have been fi1ee by the Calitorn!a Energy Commi~sion 
(CEC), the Insulation Contractors Association (ICA), and Southern 
California Gas Company. We have carefully reviewed each and every 
allegation in said petitions. We are of the opinion that good cause 
for granting rehearing has not been shown. However, as discuzzed 
more fully below, D.9389l should be mOdified in certain respects. We 
also deSire to supplement D.93891 with inspection re~uire~ents for 
work completed under ZIP. Also, certain clerical corrections in 
D.93891 are re~uired. 

Cost-Effectiveness of ZIP for Non~artic1~ants .. 
He af!"1rm as one of the relevant reference pOints for evalu­

ating the cost-effectiveness of a conservation progra~ such as ZIP, 
the cost effects of such a program on nonparticipating ratepayers • 
Our staff concluded that on an overall basis ZIP is cost-effective tor 
the nonparticipating ratepayer. 

~~ile we believe that the appropriate basis for dete~in1ng 
th~ im~act ¢f ZIP is on an overall oasis rather th~~ a meas~e­
by-measure baSis,l/ stafr asserts that, considered individually, two 
weatherization measures appear not to be cost-erfective to nonpartiCi­
pating ratepayers in·:gas-h~:3.ted, single~fa"'n!ly residen'ces based on 
the originally proposed incentives. Our staff prOjected net costs to 
nonparticipants ot' approximately eight-tenths of a mill per therm. 
These two measures are floor insulation and sto~ or thermal windows 
or doors. Of course". the CO!'ll.'111ss1on adopted incentives smalle:- than 
those proposed, to enhance cost-effectiveness. Nevertheless, to ensure 
the continued cost-effectiveness to ratepayers of financing ZIP, we 
Will require the Pacific Gas and Electric Company (?G&E) to file a 
report by December 1, 1982, prOviding data on the cost-effectiveness, 

11· Cf. D.$2-02-l35, p. 73. 
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under ~ll four relevant :ests, o~ ~inanc~ng the Z!P Pha~c II 
authorized we~thcrizat~on :n~a~urc=. As p~rt ot this re~ort, partic-
ul~r attention should be given to the cozt-c~~ectivcness or ZIP 
financing as rccards inzt~ll~tion~ of floor insulat~on and ~tor~ or 
thermal w~ndows or doors ~n cas or electrically heated, zinclc­
tam11y or multi-family rc:idcncc:. 

"ith the above procedu:-e, we oel!.evc that the cost-effec­
tiveness of ZIP c~n be safeguarded not only for ?art1c1pants, the 
utility and SOCiety, but also for non?art!.c1pat1ng customers ot PG&E. 

follows: 
1) 

mod1tied 

,..., ~ "'''T'I "'ro O':'!'I·'?",'D ...... !!I .. D ~3~9'.1 od11'.I; A ~ .. nero .. o:-e, ....... ;,:) .. w:;. ..... ... .. .;;.... • ~ (} ...... s m ..... e .... a ... 

~he ~araGra~h that begins at the oottom of page 33 
to read as follows: 

"In :-equezt1ng revenues to allow syste~wide expansion 
O~ ZI~ ~G~~ ~-~o~~'v u~~e~ .. ~~ .. .I;~I".I;al ? .... a~e IT • .. > ... '-'w ..;,"' • •• tJ ... .; .0.;J ¥ .... ~\I •••• w... •• fJ .. 

measures and procedures substantially parallel the 
Phase! me:Lzu:"es an<J. p:-ocecurez. The e"lidence ot 
both ?G&E ~~d ~ta~~ ~ndicatez that the expa~$ion of 
ZIP, az ~:-oposed by ?G&E, will be cost-eftect!.ve 
~~o~ docJe~~' U-~'I_V ~~d ~~~-~c.l;pa~" ~e~~pe·c-.I;v~~ J.. "., ~ .... 1.;..;.., """.. •• tJt/, w. ... ]:''''_ 'lflii ..... •• ~, • ." v ... ~..,. 

Using t~e sta~f's ~cthodology) the program, a: pro­
posed, is ~lso cozt-c~!ectivc ~ro~ the nonpa:-ticipant 
0:- r.ltepo.yt.::- perzpcctive. · .. lne~ esti::-.atecl using 
?G&E's methodolOGY, the prog!"arn, as p:-oposed, is 
zlightly ~o~cost-crrect!vc t:-orn the nonp.o.:-ticipant, 
or ratepayc:" perspective. Howevc:-, based o~ current 
estimates or energy savings and. costs, PG&E's ZIP 
Phase II progr:L~ is h1~~ly cost-effective on an 
ove:"all basi:. Moreovc:-, we will arfirm the relevance 
ror Ph~se II ZIP ordete:-~1ninS th~ cost-e~fect1ve~ess 
or the .progra~ fro~ the perspectiv~ o~ the nonpart1-
c1pati~g ratepayer. ~~ile we believe that the 
app:"opr1ate oaSis ror dete~in1ng the irn~act or z:? 
is on an ove:-all 'oasis rather than on a measu:-e­
by-measure baSiS, starr asserts that, considered 
individually, two weathe:-ization measu:-es to:- gas­
heated, single-family residences appea:-, ~azed on the 
originally proposed incentives, to be si~~1tic~~tly 
noncozt-e!~ective to nonparticipating :-atepaye:-s. 
Our sta~~ projected net costs to such ratepayerz of 
approximately ~ight-tenths of a mill per therm • 
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2) 

3) 

Theze two me~zure$ are floor inzul~tion ~nd 
ctorm or therm~l windows or doors. Accordingly, 
to ensure the continued cost-e~fectiveness to 
ratepayers o~ ~inancing ZIP, we will require 
?C&E to file a report on December 1, 1982, 
providing data on the cost-e~fectivenesz, under 
all four relevant tests, of ZIP ~in~~cing for 
Phase II weatherization meazurc. Particular 
attention should be given to the cost-e~fective­
ness of installations of floor insulation ~~d 
storm or thermal windows or doors in gas or 
electrically heated, single-fa~ily or multi­
family residences." 

Findings of Fact 6 ~~d 0 are amended to read as follows: 

!To. PG&E's proposed ZIP Phase II program is cost­
effective to progra~ particip~~ts, non-participating 
ratepayers, the utility, and society." 

"8. The progra.."':l measure speci~ied in D.92653 are 
appropriate for initial implementation o~ Phase II 
ot ZIP. It is reasonable tor ?G&E to report to the 
CO~"':lission on December 1, 1982 on the cost-effec­
tiveness, under all four relev~~t tests, of financing 
the ZIP Phase II authorized weatherization measures. 
Particular attention should be given to the cost­
effectiveness of the installation of ~loor insulation 
and storm or thermal windows 0::- doors." 

The following o::-de~ing pa::-ag::-aph ~s added to page 61: 

"14. On December 1, 19~2, PG&E shall f~le a report 
?::-oviding data on the ove~all cost-e~~ectiveness, 
under all four releva~t tests, o~ ~i~ancing the ZIP 
Phase II autho~ized weatherization measures. As 
part of this ~eport, pa::-ticular attention shall be 
given to the cost-e~fectiveness of ZIP ~in~~cing as 
~ega::-ds installations o~ tloo~ insulation ~~d stor.m 
o~ thermal windows or doors in gas or electrically 
heated, single-fa"':lily or multi-fa~ily res~dences." 

Residential Conservation SerVice P::-osram - We believe that 
certain of the modifications ~equested by CEC have me::-it, including that 
which seeks to have a bala~c!ng acco~~t established ~o::- ~~~ding o~ the 
Residential Co~servatio!'l Se::-vice (ReS) p::-ogra"':l (!te~ 1, 2, a~d 3, 
below). Since, as we ~oint out elsewhe:'e, "ZIP depends upon. ReS 
audits ~or determining eligibility to:' f1na~cing of ce::-tain ZIP 
measures a:'ld to:' nu."':lcrous procedures," the c:-eation of a.."'l RCS bala.."'l­
ancing accou.~t will assure the dependability o~ the RCS program as ~~ 
adju.~ct of ZIP. 
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!n addition, we will adopt the CEC's p~oposed cha~ge in 
Finding 53, regarding PC&E's provision o~ inspections ~~der mandatory 
retrofit ordinances enacted by local govern~ents. We intend by this 
change to remove a~y suggestion that enact~ent o~ such ordina~ces is 
~~desirable. In fact, we believe such ordin~~ces, particularly where 
they mandate physical i~provements rather than just inspections, make 
a s~bstantial contrib~tion toward i~proved energy efficiency, parti­
cularly in rental housing. We instruct the staff to work with ?G&E 
a~d other interested parties to seek agree~ent as to a~ appropriate 
role ~or PG&E in this area. 

We note that ZIP itself provides strong support for passage 
or ordina~ces compatible with its te~s. Z!P loa~s are or course 
available to residential ratepaye~s, including those acting pursua~t 
to local ordinances. The typical ZIP procedure involves installation 
o~ at least the "3ig 6" measures, certified by a complia.~ce inspection. 
Local ordinances which may be integrated into the ZIP fra~ework could 
take advantage of both the free finanCing and the complia~ce inspec­
tion provided by ZIP • 

Finally, we will modify Finding ~4 to bette: re!lect ou~ 
position regarding contracting by ?G&E w1thoutside groups to provide 
services under ZIP or ReS. 

Therefore, IT IS :2PZ3Y O?~ERED that D.9389l 1s modified as 
follows: 

1) The first co~plete paragraph on page 49 is deleted a~d is 
replaced by the following: 

''':z'he staff has expressed fears that PG&E ~a.y ur .. d.uly 
benefit if ReS Program costs in 1982 tu~ out to be 
less than the revenues authorized for ReS. Our 
dete~ination to drastically reduce ReS ~~~dL~g to 
$12,000,000 renders ~he sta:f's co~cern so~ewhat 
acade~ic i~ ~ature. G1ve~ the ba~e-bones ReS budget 
which we authorize today, ~he l!~elihood of ?G&E 
~eceiving reve~ues in excess o~ 1982 p~ogr~ costs 
is indeed sli~. We also a~e awa~e, however, that 
there is a close relationship between the RCS pro­
gram a~d ZIP, which depenes upon ReS audits for 
ce~ermi~ing elig!bi11~y :or financi~g of certain ZIP 
measu~es ~~d for n~~erous procedures, a~d that without 
a ~~~ding mech~~ism for the ReS p~og~a=., RCS f~~ds 
could be depleted inopport~~e1y. Given these con­
side~ations, we will create ~~ ReS ba1~~c1ng account 
which will be subject to a review similar to that ' 
p1a~ned for the ZIP oala~cing acco~~t.n 

5 



• 

• 

• 

A -9;: ~7 e .... ., 
., ;.J.J, '" 1:;1. .... L/JTQ 

2) 

3) 

The following Finding of Pact 59 is added on page 55: 
"59. It is reasonable to eztabli:h a bal~~cing 
account for costs ~~d revenues associated with 
PG&E's RCS progr~"1l. If 

Ordering Paragraph 4 is a"1lencied to read as follows: 
"4. ?G&E is authorized to increase CPA bal~~cing 
account factors for all classes of gas ~~d electric 
service as' noted ~ro~ $0.00105 pe: the::'::l to $0.0029 
per therm and fro~ $0.00002 per kim to $0.00014 per 
kwn, respectively. For its ReS progr~"1l ?G&E is 
authorized to increase base rates for all classes 
of gas ~~d electriC service as notec by $0.0013 per 
therm a~d by $0.0004 per kifu, and these revenues 
and the costs associated with RCS shall be recorded 
in an ReS bala.~cing account." 

4) Findings of Fact 44, 45 and 53 are a"1lended to read as 
follows: 

"44. It is appropriate for ?G&E to enter into 
contracts with outside groups, whether they be 
gover~"1lent agencies, CO~"1l~~ity groups or private 
firms, to provide services ~~der the ZIP 0: Res. 
Such contracts are desirable ~~der the circum­
st~~ces permitted by the CEC's RCS ?la~ or as 
othe~~ise approved by the CEC, b~t only where 

.they result in no greater expenditure than 
?G&~ would have incurred to achieve the s~e 
estimated conse:vation throu~~ its own ReS ~~d 
ZIP efforts." 

"45. It is appropriate that contract services for 
outreacn to ta:get conS~"1ler groups be oriented 
toward ZIP because actual installation of conser­
vation measu:es will result wnenever ZIP f1n~~cing 
is provided." 

"53. At this time it would be u.~desirable to 
requi~e PG&E to provide i~spect!o~s u.~der =~ndatory 
retro~it ordi~~~ces e~~cted by local gover~"1lents, 
altnou~~ it is reaso~able for ?G&E vol~~tarily to 
perform such 1nspectio~~ on an occasional oasis as 
a service to its custo~ers whe~ manpower is 
available." 

* 

!ns:lection Recuire:':lents ~o:- Com:lleted "v!or;': - We believe that . 
it is advisable to set fo:th rec.uire~ents for co~pleted Z!?-f1n~~ced 
work that are similar to those ~~dated in our recent decisio~s on 
the conservation financing prog:-a~ for Sa~ Diego Gas ~~d Electric 
Comp~~y (D.9389 4, p. 38 ff) ~~d Souther~ California Gas Com~~~y 
(D.82-02-l3S~ p. 85). 
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Accordingly, :T !S r3?~BY O?~E?ZD that D.93891 1: ~mended 
as follows: 

1) On page ~3 the disc~ss10n o~ the ZIP program is z~pp1e­
mented with the addition o~ the ~ollowing: 

2) 

3) 

"Hith !'esl'cct to qual::.ty az:urance 0: work !'inancod 
by ZT1:l "C '-".'I.eve ..... 0:1 ... ':)G"'=' "'ho"lA ........ ""Iec ... '00'" •• , 'I. ;,,;........... ..,,. ..... "". Uf/IIIfII iJ.. ... "'" J..~..,y w.. ,., 

of customer-installed, do-~t-your:elt pac%agc:;. 
A1eo we believe that initially all contractor work 
zhould be inspected. A~ a co~traetor develop: 
a demonstrated record of error-tree 1nzt~11at1on, 
however, ?C&E :r:.:.:; reduce inspection to't:ard a limit 
or no less than 20~ 0: jobs performed. Should 
errors appear, we expect the utility to ra1ce 
inspection pro?ortions. ?G&E will develop guide­
lines !'or inspections consistent With this 
decision and -orcsent thc::'l to the CO::l."':1.!.ssion." 

The following ~indins of ~act is added on page 55: 

"Go. To assure the quality of work financed by 
ZIP, ?G&E should inspect 100% of customcr-inctallcc, 
do-it-yo~rself packages. Initially all contractor 
work should be lnsl'ccted, but as a contra.ctor 
develops a demonstrated record of er~or-free 
installation, ?G&E ~y red~ce inspection toward 
~ li~it of no less than 20~ o~ job: per~or=ed. 
Shoulc errors ~p~ear> PG&E should raise inspection 
proportions. ?G&E should de~elop g~ide11nes 
consistent with th~s deCision and present the: 
to the CO:':l:::izz10n." 

The follo'ding ordering paras;raph is added to page 61: 

"14. Ey i-1a:,: 11 1982> ?G&E shall file with the 
Co ....... " "'''''~ 0'" a .,.,.,. .. o~ ... "" ..4e' ~ ne'" 0'" """''''e'''''''~' ...... t, .. ..,oJ..... .,;It,;; '" .. t;, .... ~ --..... "" ...... '" • ,,~. 

p~c~edures governing the inspection of conserva­
tion package~ installed by contractors tor 
which Z!P !"inancing has been p!"ovided. Tf . 

Clerical Tyoe Corrections 
IT IS HE?~BY ORDE?£D tha.t the following clerical type 

corrections are ~ade in D.93891: 
1) The non-"3is 6Tf ZIP conservation measure set forth as 

ite:n "e" on page 33 is a":1ended to read as follows: 

"e. Stor~ or ther:::lal ..... indo ..... s 0:' doors for the 
exterior of dwellings, a~d" 

7 



• 

• 

• 

A.59537 et a1. L/JTQ 

2) The f1~al po~tio~ of the 1a~t se~tence on page 34 is 
amended to read as ~ollows: 

" ..• i~ utility p!"'ovidee zero-interest ~ina~cing 
for installation 0: the '31S 6' meazurez." 

3) The wo~dz "revised inte:-ezt ~atcz" a:-e deleted from the 
final sentence before the fir~t full paras!"'aph on pase 36. 

4) The first se~tcnce ot the last parag:-aph on page 36 is 
amended to read as follows: 

"Our concern with the costs borne by :-atepayer;j 
ca.."lnot be overcr.'lphazized. 11 

Fin~llYl the petition for ~odificat1on tiled by Southe~ 
Californi~ Gas Co~pany touchcs on issues not ad~re:se~ herein and 
will be add:-ezsed by further order of the Co~~iss1on. 

~e~e~~~~g o~ "ec~~~o~ ~38~' a~ -oA~'~ed h ~'n 1~ •• •• .. • ... J> ...., .......... ~ ~ _, w ••• 10......... .. e .. e .... , _ 
den'!~d. 

today • 

* 

Dated ~~ 2 1982 ______ ~~~~ ___________ , at s~ Fr~"lcisco, California. 
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