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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application
of SOUTHERN CALIFORNIA GAS

COMPANY for Authority to Implement
a Residential Conservation Service
(RCS) Program and to Increase
Rates t0 Recover the First Year's
Cost of the Program, and to
Include the RCS Program Costs in
the Conservation Cost Adjustiment
Procedure.

Application 60446
(Filed April 14, 1981)

In the Matter of the Application
of SQUTHERN CALIFORNIA GAS
COMPANY for Authority to Implement
a Zero Interest Weatherization
Financing and Credits Program and
to Increase Rates to Recover the
First Year's Cost of the Progranm,
Qnd to Include the Weatherization
rogram Costs in the Conservation
Cost Adjustment Procedure.

Application 60347
(Filed April 14, 19871)
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(See Decision 82-02-135 for appearances.)
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David J. Gilmore, Attorney at Law, for
Southern California Gas Company, applicant.
Edward Dart, for Dart Air System;
James M. Carr, for Southern California
Weatherization Contractors Association; and
Edwin Shanks, for Modern Energy
Insulation Company; interested parties.
Carl Oshiro, Attorney at Law, for the
Commission staff.
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SECOND INTERIM OPINION

Background

On February 17, 1982, this Commission issued Decision (D.)
82-02-135 in the adbove-entitled applications. The decision
authorized applicant Southern California Gas Company (SoCal) to
implement a Residential Conservation Service (RCS) program and a low=-
interest Weatherization Financing and Credits Program (WFCP). As
part of its implementation ¢f these programs, SoCal was specifically
directed, among other things, to undertake the following:

"2. SoCal shall use its best efforts to
promote WFCP and RCS and achieve
satisfactory levels of participation in
both programs for its low-income,
elderly, non-English speaking, and renter
customers. Within 30 days of the
effective date of this order, SoCal shall
file a report c¢consistent with this
decision detailing and explaining its
entire plan for promoting low-~-incone

. participation in WFCP and RCS. This
filing shall be served on all appearances
in these proceedings." (D.82-02-135,
Ordering Paragraph 2.)

This order was intended to reflect Commission policy that
the weatherization programs of public utilities sudbject to our
regulation be designed to reach all economic classes of residential
customers. Our review of SoCal's original plan for low=income
participation in RCS and WFCP had led us ¢o conclude that the plan
was too "vague as t0 what special efforts or outreach would de
undertaken and the extent to which CAAs [Community Action Agencies]
and CBOs [Community Based Organizations] would bde involved in the
process other than as inspectors."” (D.82-02-135 at p. 101.) We also
questioned whether a subsequent proposal made by SoCal during oral
argument would be "a workable or sufficient solution to maximizing
low-income participation." (Id.)
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. For these reasons, we concluded that SoCal shoulc furiher
detail i%s %0tal plan for low-income participacti RCS and WFCP.
The pLan we sSought was %o include "a statezent of the level of
cederal weatharization funding aomproved for 1982; the actual crecit
agounts which will 20 CAAs and CB80s3 for each meazure now
deezed eoligidble for WFC? financing; the circumstances under which and
the groups to whom crecdit
specific guidelines for ! low=incozme outreagh, includiag 1<
plans, 4f any, <o contract with cczmunity organizations for
oustreach.” (D.82-02-135

fishough identifying these elements of the plan, we
refrained froz designating ank ¢ agenc y with whoz Soua; sheuld
contract or re 2ifi¢c ratepayer dollars %o
fu=d sueh consr pandi : men y more thorough record.

SoCal's Low=-Incowe

On Marsgh 1082, SoCal submitted 2 entisied "Low-

14

?lan = W SoCal states she objective
rticipation Tixed
lon of their n

Paving of cash credit

to CAAs and C20s who “ave approved
weatherization prog*ama and have
ingtalled wea*wer ion measures in low-
ingcome ziructures

Consracting wisth comzunity agencles not
involveg in honme wea«heri:a ifon %O
conduct progracm .nsoeﬁ ‘one within their
¢efine¢ wourndarlies

v
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3. Providing training and technical
assistance to all agencies providing low=-
income weatherization assistance and

offering do-it-yourself (DIY) instruction
to low-income consumer groups on

installation of WFCP conservation
measures;

Providing low-cost 8% loans for all
weatherization measures to any eligible
low=-income single-family owner upon
request, but not in addition to credits
paid to agencies for providing
weatherization;

Processing a low-income DIY participant's
application for "Big 6" and bduilding
envelope cash credits upon the applicant
furnishing SoCal a voucher or bill
identifying th purchase and ~ctual price
of the items,’' and directly paying the
participating retailer up to the actual

price of materials or the maximum eredit
allowed; and

6. Providing a modbile energy comservation

. van in the community to conduct training
sessions at various locations.

With respect to the payment of cash c¢redits to CAAs and
CB0s, SeoCal's plan provides:

"It i3 estimated that the average cost to
completely weatherize a single family home by
the CAA's/CBO's will be $454.54, SoCal Gas
will make cash credit payments up to $456 per
single family structure and $258 per multi-
family structure available to the agencies in
lieu of customer direct payments. An
additional maximum of $200.00 per unit will
be supplied for building envelope repairs.
$4,550,000 (exeluding building envelope
repair costs) representing 28% of SoCal Gas'
1982 authorized WFCP credit funds, will be
devoted to this effort.

1 The phrase "Big 6" refers to the six conservation measures which
may be financed by SoCal either with or without an energy audit.
‘D.82-02-‘135, at pp. 77, 117.)

-y -
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.

"Payments are based on the installation of
'Big 6' conservation measures (measures which
do not require an RCS audit) in single family
and multi-family structures. All dbuilding
envelope repair costs and cash credit
payments will be paid to agencies only after
providing documentation of installation of
approved conservation measures and following
an inspection by SoCal Gas."

SoCal's program is designed to provide agencies a cash
credit payment based on units actually weatherized. For exanple,
water heater dlanket cash credit payments would be made for each
blanket installed. The maximum $200 per unit payment for building
envelope repairs will de made only when such repairs can de
documented; otherwise the maximum payment will be based solely on
production.z

SoCal's plans include the following itemization of
projected paynents.

PROJECTED PAYMENTS
. Ttem Single Family Multifamily

Attic Insulation

(600 sq. ft. min.) $302/Home $136/Unit
Alr Duet Wrap 106 85
Water Flow Control Devices 21 21
Water Heater Blanket 8 6

Caulking/Weatherstripping
(A1l Qutside Doors) 19 10

Building Envelope Repairs
(Maximpum)

Maximum Payment

2 We understand that the word "production” as used here means
building envelope repairs that are actually found dore during the
post~-installation inspection by the utility.

-5
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. SoCal's plan does not specifically detail proposed outreach
efforts or incentives to low-income participation in RCS and WFCP
other than the credit payments discussed above. SoCal does note,
however, that its WFCP low=inc¢ome plan was developed with input from
a task force comprised of representatives from community agencies in
Riverside, Los Angeles, Santa Barbara, San Bernardino, Imperial,
Orange, Kings, and Tulare Counties who have participated in existing
Department of Energy (DOE) weatherization programs and have extensive
outreach etperience. According to SoCal its objective of reaching
low=Iincome customers will be supplemented dy California's Low=Income
Home Energy Assistance Program, the possible amendment of the State
RCS plan to include "special needs™ audits for low-income customers,
and the availability of federally funded state programs. In
particular, SoCal lists the following allocation ¢f federal funds by
the California State 0ffice of Economic Opportunity to counties in
SoCal's service area for 1982 weatherization activities.

1982 FEDERAL WEATHERIZATION FUNDS
. County Total Funding

Los Angeles $2,037,016
Kern 138,047
Inperial 95,000
Orange 221,653
Riverside 176,920
San Bernardino 252,627
San Luis Obispo 79,418
Santa Barbara 89,132
Ventura 95,531
Tulare 119,377
Kings 70,000

$3,374,721

Attached to SoCal's plan are its suggested ¢riteria for
selection of agencies that may participate in the WFCP low-income
program. These criteria include an examination by SoCal of (1) an




A.60446, A.6044T7 ALJ/km/ks

®
agency's past performance (a "demonstrated ability to successfully
operate a weatherization program™), (2) its fiscal responsibility,
and (3) its general and vehicle liability insurance coverage.
Further, SoCal will require an applicant agency to develop and submit
a low-income weatherization plan for its review. This plan must
include a description of the agenecy's proposed territory dboundaries,
client selection system, vehicles and equipment, purchasing and
inventory control procedures, personnel, budget, developmental plan,
and board approval. An applicant agency must de a nonmprofit

corporation and must sign contractual agreements with SoCal to meet
progran requirements.

Comments by California/Nevada
Community Action Association (Cal/Neva)

On June 2, 1982, Cal/Neva filed its comments on SoCal's low-
income participation plan. Cal/Neva was one of two community
organizations active 4pn ° ~ hearings on SoCal's RCS and WFCP

.programs, but the only party to respond to SoCal's March 25 filing.

At the outset of its comments, Cal/Neva acknowledges that
much of the plan was "the result of the cooperative efforts of SoCal
and Cal/Neva members in SoCal's service territory." Cal/Neva

believes, however, that certain modifications of that plan are
required.

1« Cost Per Unit
It s Cal/Neva's position that the maximum allowable eredit
of $456 per unit was based on estimated annual agency operating costs
of $454 for installing attic insulation, water flow control devices,
water heater blankets, and caulking and weatherstripping. The
agencies' cost estimate, however, did not include air duet wrap for
which SoCal has proposed allocating $106 of the total $456 availadle
per unit. Cal/Neva argues that air duct wrap was not included dy the
agencies in their estimate because low-income dwellings rarely have
air ducts. Under the circumstances proposed by SoCal, an agency
would only receive $350 to weatherize a low~-income dwelling without
‘ir ducts, a sum inadequate to cover costs. Cal/Neva therefore

-7 -
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recopmends that the $456 credit be allowed for installation of the
five weatherization measures on which its cost estimate was based.
2. Inspections and Timing of Payments to Agencies
To ensure a "timely cash flow for the agencies
and...satisfactory completion of work", Cal/Neva recommends:

"[Playments be made to participating
agencies on the same basis that SoCal makes
payments to its other contractors, that is,
payments should be made to contractors
within, at maximum, 30 days after SoCal's
receipt of proper invoices, regardless of
the time of inspection. If, in the course
of inspection of the contractor's work, any
units do not pass inspection, contragtors
should be notified to bring these units up
to standard on a timely basis or jeopardize
future payments for work performed and
future participation in the program.

"[Ilnspections of work performed by the
contracting agencies in the Low~Incone
Participation Plan be treated in the
same manner as other contractors in

the WFCP, that is, 'If an installing
contractor's record of quality
installations warrants, this
inspection schedule may be reduced
(from 100%] to 10% inspection....'"

3. Advance Payment

Cal/Neva estimates that in order to participate in SoCal's
plan, an agency will be required to expend $32,000 in the first month
to cover its operating costs, salaries, rentals, and equipment
leasing. Cal/Neva therefore recommends that SoCal make an advance
payment to participating agencies like that provided by San Diego Gas
& Electric Company (SDG&E). According to Cal/Neva, SDG&4E's plan
permits an advance of $30,000 to each contracting agency with
repayment realized by a deduction of $41.67 from the amount due for
each of the first 720 units completed. Cal/Neva suggests that "as a
sign of the agency's commitment and investment in the success of the

program,™ that each participating agency provide at least $5,000 or
the $32,000 start-up advance.
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Program Operation

Cal/Neva's final two recommendations involve "cost review"
of the program and independence from federal funding. On the first
point, Cal/Neva claims that actual experience may indicate the

necessity for changes or modifications in specific program costs.
Under these circumstances, Cal/Neva suggests that a cost review

agreement similar to the one used by SDGEE be required. According to
Cal/Neva this agreement reads:

"Both contractor and SDGEE reserve the

right to review actual costs for work
performed. SDG&E and contractor agree %o
negotiate reasonable adjustments in the Unit
Prices based on the findings of these
reviews of actual costs."

Second, Cal/Neva acknowledges that SoCal's program should
"work in coordination with existing federal programs."” However,
because of uncertainty of federal funding and potential duplication
of services, Cal/Neva asserts that SoCal's program should "in no

.:ay...depend upon federal programs for its operation and funding."
SoCal’s Response

On July 19, 1982, SoCal responded to Cal/Neva's comments.
It is SoCal's position that the total cash credit of $456 should
include air duct wrap along with the other five conservation measures
included in the "Big 6". SoCal states:

"SoCalGas has no information upon which it can
make a determination as to how many low-
income residences in its serving territory
are equipped with air ducts. In designing
i1ts Low=-Income Participation Plan, it was and
remains SoCalGas' intent %0 pay directly to
the agency the cash credit total that
otherwise would have been given to the
customer for the weatherization of a low-
income residence. D.82-02-135 established a
cash credit total of $456, including $106 for
air duct wrap, as the weatherization package
for a low income residence."
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SoCal also points out that $200 per dwelling for building envelope
A
repairs 1s als¢o available to participating agencies.

Although SoCal does not odject to providing "a reasonable
advance payment” to fund an agency's start-up costs, it suggests that
the need for such funding should be assessed by SoCal on an agency-by-
agency basis. With respect to the amount of the advance payment and
criteria for receiving it, SoCal further states:

"However, SoCalGas understands that most, if
not all, of the participating agencies have
a credit line sufficlent that the ageney
would not de required to fund the full
amount of start-up ¢osts. Ac¢cordingly,
SoCalGas is willing to provide up to $16,000
as an advance payment whic¢h represents one-
half of the estimated amount for start-up
costs. SoCalGas would, moreover, require
that certain conditions bhe met before
providing sueh a payment.

"First, an agency must meet the
qualifications set forth...in SoCalGas' low-
income plan.... Such screening will help
ensure that advance payments are used as
they are intended. Second, SoCalGas
recommends that the utility be allowed to
recover the advance payment as the agency
starts receiving revenue from SoCalGas for
Job completion. SoCalGas recommends that,
for the first 250 low=income residences
weatherized by the agency, the utility be
allowed to reduce its payment to that agency
by $64.00 per unit, to satisfy repayment of
the $16,000 (250 x $64.00). This will both
allow recovery by the utility of its seed
money and provide the agency with more than
sufficient revenue to start up and to meet
its ongoing operational costs."

SoCal also responds to Cal/Neva's proposals regarding the
timing of payments and cost review procedures. With respect to the
former, ScoCal has structured its invoicing and clerical procedures to
achieve "a thirty-day cash turn around" in its payments to
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participating agencies following receipt of the proper invoices. On
the subject of a cost review procedure to take into account actual
experience, SoCal states:

"SoCalGas has no objection to such a procedure
if approached on an agency-by-agency basis.
Sueh a review should, of course, allow for a
reduction in the unit price if actual prices
are determined to be lower than estimated.
For example, if Cal/Neva's assertion that
rural agencies experience greater
transportation costs turns out to be correct,
it could also bde determined that urban
agencies have lower transportation ¢osts than
estimated in arriving at the unit price. Or,
for example, rural agencies may experience
lower labor and administrative costs than
estimated in arriving at the unit price.
Clearly, in such cases, a reduction in the
unit price would be appropriate."

Discussion

1. RCS
SoCal's March 25 filing is basically a statement of its

lan for promoting low-income participation in WFCP. As we noted
previously, however, D.82-02-135 contemplated a response by SoCal
detalling and explaining its entire low-income plan for both WFCP and

RCS. (D.82-02-135, at p. 122.) We therefore remind $SoCal that it is
still under an obligation to use its best efforts to promote and

achieve satisfactory low=income participation in RCS as well as
WFCP. We believe that for RCS this task has been more clearly
defined by our modification of page 102 of 0.82-02-135. That
language, modified in D.82-05-043, issued May 4, 1982, now reads:

"We believe that it is likewise appropriate
for SoCal to enter into contracts with
outside groups, whether they be government
agencies, community groups or private firms,
to provide RCS audits. Such contracts are
desirable under the circumstances permitted
by the CEC's Cal Plan or as otherwise
approved by the CEC, but only where they
result Iin no greater expenditure than SoCal
would have incurred t0 achieve the same

- 11 =
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estimated conservation through its own RCS
and WFCP efforts. Thus SoCal should take an
active role in seeking out and utilizing
local government and comzunity resources.
Circumstances under which these resources
should be used include:

"a. Where local governments and
community groups have direct
acecess to a portion of the
population (linguistic, cultural,
community) not easily reached by
the utility.

Where local governments and
community groups ¢an provide
services at a level of training
and expertise ¢omparabdble with
utility capability.

"™Moreover, we expect SoCal to be prudent in
its expenditures 6n suck activities."

a. Chapter XIV of the California

Plan for RCS (Cal Plan)

We now turn to a review of SoCal's low=income plan for
WFCP. 1In doing s0, however, we must first take into account a recent
amendnment of the Cal Plan. Specifically, this amendment relates to
that provision of the National Energy Conservation Policy Aet (NECPA)
which prohibits public utilities from supplying or installing energy
conservation measures for any residential customer. (42 U.S.C.
§ 8217(a).) A DOE letter has interpreted this prohibition as
applying ¢o free installations, including low=income programs.
NECPA, however, also provides exemptions to this prohidition. One
such exemption 4s the "contracting exemption” which permits utilities
to supply or install conservation measures through contracts with
independent contractors.
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. Until recently, it had been the opinion of the
California Epergy Commission (CEC), the lead agency with respect to
the Cal Plan, that the contracting exemption was self-executing.
However, on June 25, 1982, DOE published its interpretation of the
provision. The new regulations (10 C.F.R. § 456.504(c)) provide that
before a utility can undertake a supply or installation program
perzitted by the contracting exemption, a state's RCS plan must
contain procedures to ensure that such a program is undertaken in
full compliance with DOE requirements.

On August 11, 1982, the CEC adopted Chapter XIV of the
Cal Plan which restates the DOE requirements for ensuring compliance
with DOE regulations and NECPA. The exemption and the application of
the chapter are framed as follows:

"1. The prohibition contained in
42 U.s8.C., § 8217(a) shall not
apply to energy conservation
and renewable resource
measures which are supplied
and installed by covered
utilities through contracts
with independent suppliers or
contractors, providing the
supply and installation is
conducted at the customer's
request and in compliance with
the provisions of 42 U.S.C.

§ 8217(e), 10 C.F.R. 456.504,
this chapter, and all other
applicadble laws. Application
of this chapter shall bde
limited to those measures
which are installed elther at
no direct charge to the
customer or pursuant to PUC
Decision 82-02=7145, This
chapter shall not be construed
as authorizing any utility
programs in violation of
Public Utilities Code section
2775.5 or other provisions of
California law." (Chapter
XIV.A.1.; emphasis added.)

- 13 -
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. As this provision makes c¢lear, the exemption from the
NECPA prohibition, as well as the requirements of Chapter XIV,
applies to those measures installed under D.82-02-135, our decision
authorizing SoCal's implementation of its WFCP. Programs covered by
this chapter, therefore, would imclude SoCal's plan of making credits
available to qualifying community agencies for low-income
weatherization.

While it is clear that SoCal's WFCP low=-income plan is
included in Chapter XIV, to qualify for the contracting exemptions
SoCal's plan must, of course, meet the conditions and procedural
requirenents which are also enumerated in that chapter. Those
requirements can be summarized as follows:

T. All suppliers and contractors
engaged in SoCal's low=-inconme
program must be on the RCS

Master List of suppliers or
contractors.

Each selected supplier or
contractor shall not be

subject to utility control

except as to the performance
of the contract.

Selection of a supplier or
contractor may not involve
unfair methods of competition,
result in an unfair advantage
being given to any particular
contractor, or limit the
availadbility of financing to
any particular contractor or
customer. Activities of the
utility related to this
selection process must also
ensure that the cost of energy
conservation measures to
customers be minimized and
require, upon request, that a
current estimate be given of
the average price of supply
and installation of energy
conservation measures subject
to the contracts covered by
Chapter XIV.
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The ratemakin

review all u“*i:'

prograns coaduc ed under
authorizasion or direction an
Day approvn the implexm “.a:i ol
of ¢covered progranms fol

"at least one pudblic

hearing". The ratezakin
authority may also attach
concitions necessar Lo ensure
that the preogra=s will be
carried out in fall ¢coumpliance
with Chapter XIV.

utility ahall

ratezaking

the CEZC a repors

s activitiesn
:ncer Chapter xzv aad
specifying the eng
achieve con plia“ce wi
provisions This re
be due o1 Decexmder 1
and each Decenmber 1
- hp.v-pa"

W ord e b.

the ratezmaking autho*"y directing the
of SoCal's WFCP, we Delieve that upon issuance of this
rocedural requirenments of Chapter XIV will de

fulrilled. SoCal's low-incoze plan has been the subjeet of pudlic
hearings, i:cluding oral argument bYefore this Coaonission en dane.
The subject has deen reviewed in D.82-02-135 and further evaluation
has been per::::ed »y SoCal's March 25 filing, the commenta of
Cal/Neva, an? SoCal's response <o those comments.
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We note, however, that several of the conditions for
che exemption listed in Chapter XIV are not yet part of SoCal's
plan. B2y this order, we will direct SoCal to conform its plan to
each of the additional regquirements, including the condition that
all selected contractors and suppliers be on the RCS Master List.
Based on current practices and the policies implied in Chapters IV
ané XIV of =he Cal Plan, it aprears that governmental entities and
community organizations which »rovide low income weath;xization
services gualify for inclusion in the RCS master list.=/ We axe
also of the opinion that SoCal's propesal, as discussed further, will
be fair to all participating customers and contractors.

1/ On August 31, 1982, we issued D.82-08-109, an Order Modifying
D. 82=02-135 and D. 82-05-043. The modification allows conservation
nmeasures installed uner SoCal's WFCP £financing and credits programs
o be installed by any contractor licensed in good standing with

the State of California, rather than limiting such installation to
those on the RCS master list.
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b. Program Specific
we read Cal/Neva's comments on SoCal's plan for low-
income participation in WFCP as dasically supporting that plan. The
nodifications sought by Cal/Neva do not sﬁggest shortoomings in

SoCal's approach, dut mather relate to concerns regarding the cash
availasle %0 and ¢ash Tlow of narticipating community agencies.
Cal/Neva's comments provide us with useful insights ol
0f wrimary concern is Cal/Neva's suggested modification
maximum aveilable credit of $456 pex wnit. As stated by SoCal,
this figure, while similar o the agencies' cost estimate for
pased on the credit amount total which this
Commission r \d im D.22-02-135 for installatien of the "Big 6"
conserv weXto - uewever, the conclusions of 0.82-02-135 relaze
<o credits i11 bo granted to a customer Zor inssallation of
parcicular m wo5. Wo neither intimated nor concluded in that
2456 could be expected to cover the complete cost of

v

measures. Customers receiving the credits

can be expecsed <o pay more for these Rneastres ia many cases. The
5456 was found to provide an incentive comparable to that of low interest
loans.

Ta this decision, we must concern ourselves with the full
cost that will be incurred by community agencies and other groups in
deliverine weatherization measures to low income households. We

ecognize that agencics and contractors will ornlv agree 4o provide direct
; ces if they can be compansated for substantially 2ll
1ow ineome customer, by definition, cannot Dde expected
so make up any differcnce. While D.82-02-135
ae proper c:edi: ~o customers who ot for a cash credit in
lieuw 05 1 interes nancing, this decision must deal with the actual
cost of in: R zhe weatherization measures.
SDCSE service arca, payments are bdeing made
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community agencies providing weatherization measures which include
agency overhead. In summary, these pavments are 31¢/ sg. Zt. of
insulation plus $113 for each completed job. There is little in our
recoré to suggest that the cost of weatherization in the SoCal service
area is significantly lower as suggesteld by the SoCal approach. We
intend to monitor costs of installation and necessary overheads in the
low income weatherization program. If adjustments in the payment
levels are shown to be apsropriate, we will not hesitate to make them.

In its WFCP application, SoCal proposed a schedule of
credit pavments. For the measures under discussion today, SoCal
proposed the following credit payments.

Average Value
Measures of Utility Credits

Single
Attic Insulation $355
Lr Duct Insulation 125
water Flow Contxrol Device 25
Watex EHeater Blanket 9
Caulking/Weatherstripping 22

Total $536

In D.82-02-135, the Commission accepted analysis by our
staff showing that the proposed levels of credit were cost-effective
but adopted lower credit levels to reduce the cost o incentive payments
under WECP and to make the credit incentive comparable to the loan
incentive.

Today, we will authorize SoCal to pay to installers of

ivect weatherization packages up to the $536 determined in D.82-02-135

=0 be cost-effective. The increment above $456 is fully justified as 2
means to allow public agencies, contractors or community organizations
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0 better cover theix costs. There can be no program without installations.;

We note that aay eligible entity, whether contractor, government agency.,
or community agency will receive these amounts for each low income Jjob
completed.

I£ Cal/Neva's estimates are correct, $5326 may not cover
all installation costs for all houses. However, experience to date in
San Diego encourages us that actual costs will actually be lower. We

1ill address this question in the £irst annual review of WFCP.

e~ b e o e T

_ On the subject 0f cash advancements to gualifying agencies,
Cal/Neva refers to actions taken by SDGLE under its low-income

weatherization program. Such a decision, however, may not ne¢essarily ./’
apply <o SoCal. To begin with, there appears to be a much higher degree
of weatherization activity in SoCal's service area than in SDG&E's.
Turther, such advancements by SoCal would not involve just two agencies
(or a total of $60,000), as was the case in SDGLE's program, but given
SoCal's larger service area and number of custeomers, could include many

.are agencies with a cash outlay by SoCal far in excess ©of $60,000.

Finally, we are concerned, as we stated in D.82-02-135, with the need -///
£0 approach cautiously any earmarking of ratepayer funds to £inance
community organizations over which we have no regulatory awuthority.
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We €0 not., however, view Cal/Neva's suggestion as bdeing
thout meris. Our soecific concern relates %0 the size, not

necessarily the fagt, of providing start-up funds. It is prodbadble
that SoCal's plan will have a Detter chance of success Lf a greater
auzdber 0 comzunity agencies are able %o participate in WFCP. Ve
believe, nowever, that S¢Cal's proposal for cash advancezents, nos
Cal/Neva's, is the zost reassnadle means of achieving that end. With
masciing funds ($36,000) being required of each agency, appropriate
sereening by SoCal of agencgy-applicants, and repayzent as proposed dy
ofal, such an approach will "allow recovery by the utility of its
seed money and provide %the agency with more than sufficlent revenue
to stars up and 0 Deet its ongoing operational costs." (SoCal's
Respozse, a% ». 3.)

We next acddress Cal/Neva's coacerns regarding progran
operation and aczinistration. In keeping with our intent T0 provide
SoCal with : 0 manage its prograz, we
believe that the specific approach 10 be taken on these Iissues should
be deterained : In ¢his regard, it appears that Solal does
in fact inmtend s paydents in accordance with Cal/Neva's

%0 cons-d-. a "cost reviewn”
cash advancexzents, SDGEE's decision t0

language 4in it3 ¢ontract with comzunity

by the utility, not ordered dy thic Comzission.
sudbject of the required level of inspection, we
a reduction to 10% inspection depending on
e was nos adopted in D.82-02-135. A% page 25 of
D.82=02-135, we ia fact stated that 100% inspection will de required
ad only as Ma contractor develops a demonstrated record for error-
free installation...pay (SoCall reduce inspection toward 2

gonwracior perforzs
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limit of no less than 20% of Jjobs performed."” Such a standard ¢an be
unifornly applied to all contractors, including those participating
in SoCal's low-income program.

Finally, Cal/Neva warns that SoCal's program should not
depend on federal funding. We find that SoCal's reliance on federal
funding Iis minimal and does not affect the credit amounts which will
be available to participating agencies. We delieve that such
reference to, coordination with, and recognition of availadble federal

funding and programs is appropriate.
Findings of Fact

1. Special efforts are necessary to gain the participation of
low=income customers in SoCal's RCS and WFCP prograns.

2. It is appropriate for SoCal t0 enter into contracts with
outside groups, including government agencies, community groups, and
private firms, to provide RCS audits, but only if such contracts
result in no greater expenditure than SoCal would have incurred to

¢hieve the same estimated conservation through its own RCS and WFCP
efforts.

3. SoCal should take an active role in seeking out and using
local government and community resources (a) when local governments
and community groups have direct ac¢cess to a portion of the
population (linguistic, cultural, community) not easily reached by
the utility and (b) when local governments and community groups can
provide services at a level of training and expertise comparable with
SoCal's.

L. SoCal's plan to encourage low-income participation in WFCP,
submitted on Mareh 25, 1982, will provide utility credits to
community agencies for weatherization in low-income residences.

5. SoCal's WFCP low=income plan must meet the requirements of
Chapter XIV of the Cal Plan in order to qualify for the "contracting
exemption" from NECPA's prohibition against public utilities

supplying or installing energy conservation measures for residential
customers.
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. 6. In compliance with the procedural requirements of Chapter
XIV of the Cal Plan, "one public hearing™ has been held on the
subject of SoCal's plan to provide credits to community agencles for
weatherization.

T. A maxizum available credit of $536 per unit for the
installation of all "Big 6" weatherization measures is reasonable and
consistent with D.82-02-135.

8. It is estimated that a community agency participating in
SoCal's WFCP low=-income plan will be required to expend $32,000 in
the first month to cover its operating costs, salaries, rentals, and
equipment leasing.

9. It is reasonadble for SoCal to provide up to $16,000 cash

advancements to cover a qualifying agency's £irst month start=up costs
under the following conditions:

a. SoCal is allowed to asseszs the need for
such funding on an agency~by-agency
basis;

. b. Matehing funds ($16,000) are required for
each qualifying agency;

¢. The agency meets SoCal's criteria for
participating in the WFCP low-income
plan; and

d. SoCal is allowed to recover the advance
payment as the agency starts receiving
revenue from SoCal for jod completion.

10. With respect t0 repayment of any cash advancemen®t in the
amount of $16,000, Lt is reasonadle for SoCal to reduce its payment
for the first 250 low-income residences weatherized by the agency by
$54 per unit.

1. It is necessary for SoCal to retain flexibility in the
managenent of its WFCP low-income program.

12. Questions of the proper tizming ¢f payments t0 qualifying
agencies and a contract provision for a "cost review" procedure are
best resolved by SoCal in its implementation of WFCP consistent with
the goal of increasing low-income participation in that program.
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. 13. A 100% inspection level of all installations made by
agencies qualifying under SoCal's WFCP low-income plan is a
reasonable initial requirement to assure reliable enmergy savings. A
reduction of that inspection rate to no less than 20% of jobs
performed should be allowed only for those contractors who develop
proven rec¢ords of proficiency.

14. It is reasonable for SoCal's WFCP low-income plan to
recognize, refer to, and operate in coordination with availabdle
federal weatherization funding and programs.

15. As modified by these findings, SoCal's WFCP low-income plan
is reasonabdle.

Conclusions of Law

1. SoCal should encourage the participation of low-income
customers in its WFCP and RCS programs.

2. SoCal's WFCP low-income plan should conform to the
provisions of Chapter XIV of the Cal Plan.

3. SoCal should be authorized to implement its WFCP low-income

lan, as modified in keeping with Chapter XIV of the Cal Plan and
this decision.
4. This order should become effective immediately to allow

SoCal to extend the benefits of WFCP and RCS to all of its customers
as quickly as possible.

SECOND INTERIM ORDER

IT IS ORDERED that:

1. Southern California Gas Company (SoCal) shall use its best
efforts to promote WFCP and RCS and achieve satisfactory levels of
participation in both programs for its low-income customers in the
manner prescribed by this decision and D.82-02-135.

2. SoCal shall implement its low-income plan for WFCP, as
proposed on March 25, 1982, with the following modifications:

a. SoCal shall conform its plan to the
provisions of Chapter XIV of the Cal
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Plan, including, but not limited to, the
requirement that all participating
agencies be RCS listed contractors or
suppliers.

SoCal shall provide cash advancements to
qualifying agencies subject to the
conditions listed in Findings of Fact 9
and 10 of this decision.

SoCal shall inspect all installations
made by qualifying agencies under the
WFCP low=income plan with a reduction of
inspections to no less than 20% of jobs
performed only for those contractors who
develop proven records of proficiency.

3. SoCal shall provide all written affirmations and assurances
to the California Energy Commission required by Chapter XIV of the
Cal Plan and shall submit to this Commission and the California
Energy Commission an annual report descriding its activities under

Chapter XIV and specifying the steps taken to achieve compliance with
the provisions of Chapter XIV.A. This report shall be due on

‘ecember 1, 1982 and each December 1 thereafter.
This order is effective today.

Dated SEP 22 1582

y at San Francisc¢o, California.

JOEN E ?R‘.’SON
Presianny
PICIARD O CRAVELL
TEONADD M. CRIMIS, JR
VICTSH CALVO
PRISCiLLA C. CREW
Commisiioneds
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