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3ETCRE PURLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of )
Southern California Edison Company
for Authority to Implement a
Residential Conservation Financing
Program with Zero Interest
Pinancing (ZIP) and Caszh Incentive
Payments (CIP), and to Recover the
Pirst Year's Expenses of the
Progran Through its Conservation
Load Management Adjustment Clause.

Application 61066
(Piled November 19, 1981)

In the Matter of the Application of
Southern California Edison Conpany
for Authority to Increase Rates to
Recover the 1982 Incremental
Expenses of its Residential
Conservation Service (RCS) Program
Through its Conservation Load
Management Adjustment Clause.

Application 61067
(Piled November 19, 1981)
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John R. Bury, David N. Barry, III,
Prank J. Cooley, Richa*d K.
Durant, James M. Lehrer, Carol
Henningson, and Clyde E.
Hirschfeld, Attorneys at law,

Zor Southern California Edison
Company, applicant.

Robert M. Loech, Thomas D. Clarke,

Jo A. Zarrington, and Jeffrey E.
Jackson, Attorneys at Law, for
Southern California Gas

Company; Daniel E. Gibson and
Merek E. Lipson, Attorneys at Law,
for Pacific Gas znd Electric
Company; Matthew Steen, for
Association of Touthern California
Energy Programs and Comnunity
Action Commission ¢f Santa Barbara
County, Inc.; Pegpsy C. Gardels,
for City of Santa Monica; Kelle
MeQueen, for Community Services
Department of San Bernardinoe
County; ané Arlene Ichien,
Attorney at Law, for California
Znergy Commission; interested
parties.
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Staff does rnot recozmend Zdison's
incentives for the low=income group.
zmeasures does not vary w:th income leve nor co the
“he energy savings vary with incose level for a given devi
However, it recogrizes <that incentives may he requ

incoze customers
red benefits in the progran.
b ©0 close relatives o

the loan progra

loan if the
gin f the loarn.
imun lean amount of 150, instead of
minipum mOA,Hly repayment of £5, instead
riginal ineipal stating +his 4

Staff recozzmends ¢
increase reguest be 5:anted AN
absence of recorded data
celcoulations and later-2i reviewed.
emnphasized Zlison s 4 ! ict constraints in the zatter of
progran . : . € i1l Ye achieved +throughout the
Prograxs 2 %) : : will reflect such
economies.

The second caveat concerns federal and state law related <o
NZCPA. ©Since this boldy of law may bYe sudject %o change, staff feels
Edison's recorded costs should reflect any re¢uctions with




gommerds 4ras
Tlows:
7e

~p
&
-

&
fORPNAT, AD
= (D.02-02-1

T
~

. A EN

XS

-
£ e W

(o]
[

0

6o 304

o
.

’
\

LY Y
& Cares

of

e .
[
b

e 0Ff the

-
awd




A.R106R, ALRYORT  ALJI/vEl/in/wél +

*

There iT no reguir
be cos:—effec*;ve.

2CS hasz no preovisions to eliminate
unneceszsary or second audite.

2CS is 1ﬂaqu1uab’ﬂ t0 the customer who has
beeﬁ conserving.

wWith °”1 “he ¢onsuner protection elementis
duilt into the plan, RCS does net require <the
recipient of 4he aucdit <o im

measures or practices.

RCS vlaces <he burden on <h >, their
ravepayers, and .He CPUC to car
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Staff, however, dicagreed with Zdi

forms of <he ZIP/CI? proposale

nonpart

“~0 be

.
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snoulsd be <he
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70 ensure the continuved cost- veness Lo ratepayers of
RCFP financing, we will reguire Edison 1=} a report on
Decembexr 1, 1983 providing data on the cosi~ef ectiveness 0f thermal
windows, heat pumnp water heaters ané heat pump central heazers to
nonparticipants.

Aporopriate Loan Characteristi

-~ -

n D.82- lated February 17, 1582, we oréered that
SoCal's weatherizasi inancing conservaticn program carry an 8%
interest rate. In this proceeding, staff recommends that Edison's
2IP/CLP? l Drogran woulé also be established a+t 8% <O corresponc
to that ] 2 We agree that an interest rate of 8% for
ogran is 2ppropriate and more desireble than 0%.
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Edison's proposed incentive payments differ considerably
from those proposed by staff, as shown below. We will adopt
the staff's proposeé CIP levels.

SC2's ECE's
Deserintion Pronosec C.P Recermencee Cip Level EC2's Less SCE':
Viell Insviation §690) S145 =845
AtTic and Dues Inmsulacions, 272 27 «~155
caulring and weatherscripning
Tloor Insulazion 534 128 =08
Thermal window Insulazion 10 5m 138 -802
Replacemens Central Alr
Concitioner (CA0) L &2 =0=
Dvaporative Cooler 328 328 Q-
Pre Cocler for CAC 206 200 - 9
' Whole Fouse Fan 182 160 - 32
Heat Pump (H.P.) waster Heater 259 266 -0=
E.P. Fumace 1245 ‘ 915 -35C
Znergy Zfficieonmz Refrin. 100 100 -0-

¥ Cash Incentives avthorized in D.82-02-135 (p. £2a) are
as follows: astic insulation $302, duct wraps $106,
cavlXing/weatherseripping $1¢.
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¢ [

We believe that in light of SoCal's weatherization
rogram, the staff approach should be adopszed. This approach will
ensure that for measures which are includeéd in both Edisoen's
Program anc SoCal's program, Edison would not pay a greater in;entive
to its customers. |

Additional Program Design Issues.

Edison proposes that loans over $1,500 be secured by a
lien. Staff recommends that liens be required for loans over
$5,000. Edisom argues that 2 lien on loans of $1,500 or more offers
two major advantages: (1) it provides notification o the utility of
title transfer through escrow and (2) it provides an added inceative
for the customer to fulfill the repayment obligation. Also in i%s
2I? demonstration program, where a mortgage for loans exceeding

$1,500 is required, the default rates are extremely low. Edison

believes that the requirement of a liea a+ lower loan amounts would
lessen the default rate. taff consicers the imposition of & $1,500
lein condition as an impediment to customer participation in the
2IP/CIP program.
Notwithstanding the arguments made by Edison, we will only order
the utility to require liens for loans in excess of $5,000. For loans
above $1,500 but no more than $5,000, we will allow Edison %0 determine
whether a lien is to be required. Because Edison's program is
dominated by electric appiiances, the utility may determine that more
stringent security arrangements than those authorized for other
weatherization programs may be appropriate.

Further, we will allow Edison flexibility in the selection
o means to secure RCFP loans above $5,000. In D.82-11-019
(November 3, 1982), we authorized PGSE to accept any of four fomms
of security on IIP loans: a lien; an assignment of rents: a
payment bond; or a 75% deposit of the outstanding loans. PGSE was
provided this flexibility in order to ensure the availablility of ZIP
to public housing authorities which may be restricted by federel
regulations or contract provisions from accepting 2 lien. Edéison will

. be given the same flexibdility.
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Edison proposes that customers receiving financing for
measures related to central air~-conditioning be required to accept
the installation, at the company's option, 0f an Edison-activated
load-cyeling device for the automatic shifting of air-cenditioning
load. taff beliceves that the imposition of the load=-cycling device
would be unfair because it would be imposcd on only those who conserved
ané rot on those who choose not to conserve. Staff also fears that
a mandatory program could resu in reduced customer participation.

We agree with staff <hat mancatory installasion o0f the
load-cycling device could result in reduced customer participation.

Were the cost-effectiveness of air-conditioncer c¢yeling firmly

tablished, we might be willing to accept the ‘risk of reduced
participation. However, Edison's air-conditioner cycling program
1s still experim Edison has proposed & large demonstration
program .n Lts pending general rate case. Edison is
inc¢lusicn of a mandatory air~conditioning

£fectiveness can be demonctrated.
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.
'

Regarding the energy-efficient refrigerator program, Edison
agreed with staff's proposal that those gualifying should be limited
to units that are no larger than 12 cubic feet and razed +o use
960 kWh/ycar (80 kWh per month) or less for fros;-free models aad
720 kWh/year (60 kwh per month) or less for partial defrost models.
we will accept staff's recommendation as it offers more program

fficiency and can easily be understocd by customers.

Certain other features of the RCFP authorized by this
decision have been the issue of discussion, findings, and conclusions
in prior Commission decisions authorizing weatherization financing
programs for other California utilities. These features include

redit reguirements for loan eligibilizy, monis toring of contractor
bids, procedures for processing applications and disbursing funds,
treatment of investments in the financing subsidiary, inspeetion anéd
warranty regquirements, and program sunset date. Such features of the
authorized RCFP are consistent wi<ch Programs previously authorized.

e

Tinancine Subsidiarv

E8ison proposes to use a leveraged administrasive trust 2o
finance the oro;ect. It also considered direct utility financing,
utility-subsidized bank loans, aad a ,wholly owned nonutilisy
financing subsidiary. In choosing the leveraged administrative trust,
Edison requested confirmation from the IRS that ¢his mot thod would
nOT incur federal income tax liability. Should the IRS Give 2
negative reply, Ecdison proposcdé the lcve:agcd subsidiary approackh.

=0 PG&E's ZIP program we determined that the financial
subsidiary approach was proper. AS in the PGEE case, risk to the
investors would be alleviated v the Proposcd "advance tariff
ruling." ©Thus, while the financing subsidiary is slightly moze
costly than the leverageé truss, the degree depencding on the discouns
rate assumed, we believe the financing subsidiary is the most
desirable of opzions available. Iz naintainc the customary investor
and consumer relationship ond better allocates financing costs
between present and future ratepayers.

-30a-
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Staff reccommends that 25% of the capital for program
financing come from the company. Under Zdison's proposed leveraged
Trust 25% of the capital woulé come from ratepayers. Under cither approach the
remaining capital would come £rom comventional lenders. Thus, Edison

1 r

would reguire assurances that it would be allowed to recover the
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inaneing co3ts. In dbetih . - Cal's WZCP, we

nein
ernined that such an for the type of

‘nancing austhorized. } ; b assurance is
negessar y

-~
-
de
*

its CILVMAC, and
CLI’:I"\C .

0 be author*zed in
tave elfect
w will be
resurn on equity to de
adopted in A.611%8,
2Cs
With regard <o funding the 20 program, Edison seeks an
additicnal 85,812,000 for the nine-
December 21, 10F2, wmrorzted

v

adopsion of <he
aonthly basis for

period from April 4 through

er nonth. “aff recommends
Zdison prorated on 2
owing $100 per audic.

This would amount for the fourth quarter

1982.

granted by applying %he
naining in 1982 after 2

not anticipate conducting any
of <he ladvor ané material

LA

in a new 1982 funding level as

Total 19082 Program Costs £1%,85&,000
Less %otal hnnua’ reguest for
Clasz 3 audits

Lahor & 2%0,617.
Naterials and Service 1,5%3 ,22% 772,840
’do

o —i e S,
New level of funding F” T55.160
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A.61066, 61067

Edizon Proposed
Low=Income Commonent (1) 50Cal WECP
Consezvation Cach Interest  Maximum  Low=Income
Measures Incentive Incentive Loan Credit(2)

Attic, Duct Insulation & C/W5(4) $ 384 $ 368 $ 856 $502
water Flow Control Device (3) - 25
Water Heater Blanket: (3 -

wall Insulation(4) 1,085

Floor Insulation(4) 512

Thermai windows 1,213

Replacement CAC 532

Evaporative Cooler 441

Pre=Cooles Zor CAC 321

whole Houce Fan 230

Heat Pump Water Heater 351

Heat Pump Furnace 1,496

Energy-Efficient Refrigerator 1¢c0

Exh. 1, p. 7-8.
D.82-09~-062, A.60446 and A.60447 (September 22, 1982).

Edizon provides thesc items free of charge to all
customers through its Wrop=Up program.

Baced on a weighted average.
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'

outreach strategy is zeasonable as is its plan to achieve maximunm
effectivene§s oy using the services of community groups, local
governments, and other associations to deliver information to the
target group.

Edison will be ordereé o file, wi<hin 30 days ©f the
effective date of this ordexr, a report detailing and explaining its
entire plan for promoting low-income participation in RCFP ane
RCS. 1In this report, Edison will be directed to provide an opportunity
for community-based organizations and Private contractors o install
eligible measures in low-income residences, and to receive credis
Payments directly f£rom Zdison. This provision should be generally
consistent with similar efforts ordered for SoCal in D.82-05-062
(September 22, 1982).

Citv Pronosal

we note with great interest the testimony of the City of
Santa Monica concerning its proposal to perform all RCS audits
within the city limits on behalf of =dison and SoCal. We agree with
City's witness, that this zype of cooperative effort was Clearly
encouraged by our statements in D.82-05~043. In that cCeeision (at
mimeographed page 4) we stazed: '

"We believe that it is likewise appropriate for SolCal

TO enter into contracts with outside groups, whether

they be goverament agencies, community groups or private
firms, to provide RCS audits. Such contracts are desiradble
under the c¢ircumstances permitted by the CEC's Cal Plan

or a5 otherwise approved by the CEC, but only where they
result in no greater expenditure than SoCal would have
incurred to achieve the same estimated conservation through
its own RCS and WFCP efforts. Thus SoCal should take an
active role in seeking out and utilizing local government
and community resources. Circumstances under which thece
resources should be used include:

a. Wwhere local governments and community groups
have direct access to a portion of the ’
population (linguistic, cultural, community)
not easily reached by the utilisy.

-35-
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». wWhere local governments and comnunity groups
can provide sexvices at a level of training
ané expertise comparable wizh utility capability.

Moreover, we expect SoCal to be prudent in its expenditures
On such agtivities.” :

~,

-ne record indicetes that the City proposal, if effectively implemented,
would produce additional savings meyond those anticipated by a SCZ
aucit because of reduced costs and the dirces application ¢f enerxgy~
saving devices. As sueh, this pProposal demo rates that local
government., Or other locally based croups may be able to pexform
RCS serxvices : manner which increases ratepayer savings. 7o be
certain, 2ied savings should occur if loecal governments,

s offer to providée RCS audits a+

for the purposes

0f SCE =he above pol: in the cited SoCal
decision. |

. The major difference in societal benefits and societal
L)

costs justifies extraoxdinary efforts to achicve conservation by
Taxpayers througﬁ tax ¢rediss, by util;:y ¢onservation programs, and
by utilisy customers.

2. The major beneficiary of conse : is the utilisy
ratepayer through reduced revenue ; : brought about by
enersgy savings.

3. NECPA ©f 1978 reguires o : use zudits for
residential customers upon reguest.

4. NECPA allows for the individual states <o file RCS Sta=e
Plans.

5. CEC is the lezd agency for developing a California RCS

tate Plan.

6. By A.61066, Edison regquests avthority to increase iss
CLMABY t0 recover $£8.9 million estimatced expenﬁes for its proposecd
RCFP.

. 7. By A.61066, Edison requests authority o include RCFP as a
specified program for inclusion within the CLMAC.

~-35a-




A.61066, A.51067 ALJ/vdI/jn*

8. By A.61067, Edison reguests authority to increase its
CLMABF to0 recover incremental 1982 expenses of $5.8 million for its
RCS program.

9. An adjustment to the CLMARF is appropriate %o recover all

10. Meny ¢ustomers lack 4he
make thelr homes more energy-efficient. Full-cost loans will allow
Targeted customers €O participase in the progran.

1l. The appropriate interest raze for loans offered under
Eéison's RCFP is 8%,
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unit of £1,000 for the
a %otal limit of 2,500
except a2 heat puap
ernt that they are
Ppropriate.
tion to require
a lien or in excess
£ 21,50C and ) » guc! anS in excess of 25,000.
: d “re unyald
ownership of the
p in instances
in writing

iate marginael and/or avoided
costs is an issue i : 087) gereral rate case,
A.61138. The RCFP? proposed by . the nodiflications proposed
by the stall are cost- ] he socievtal, utility's,
participant's, and nonparticivant's perspectives, using ei<her or
bo** the svall’

waid

arnd/or Zdison's mar g‘nil or avoiced cost metholdology.
" 26. A margiral and/or avoided cost figure should not bve adOpted
in this proceedirng decause the methodologies uged by staff and Zdis
have not bYeen developed on %his reco
27. Special effort gair. the participation of

low=income customer {s reasonable for

Zdison to offer 0 - ffective credits as
of RC®2,

28. It is reagonadle for Tldison's low-income RCFP credite
consistent with SoCal's low-incone WFPCP credits.

26. Tdison'z plans to achieve sa%ticfzctory levels of

icivpation By low-income, elderly, nor-Znglish-gcpeaking pers
and rensers through special outreack efforts and coordination w
comzunictie - churchez, neignhborhood orgarizations, and ¢

ané appropriate as modified.
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A.61066, 2.61067 ALIAVEL/in*/ec

2. Zéison shall-offer BY fineneing or cash incentive payment
(CIP) either with or without & prior enerpy avéit, for the following

reszidential energy conservation measures:
a. ttic insulation.

b. VWeathersiripping of 2ll doors and windows
which lead to usnheated or uncooled areas
(weathersiripping).

Cavlking or sealing of major cracks and other
openings In buildings exterior and sealing of
wall outlezs (eceuvlking).

Insulation of accessidle heating and cooling
systez cucts which enter or leave unheated or
usncooled areas (ducet wrep).

3. To the lovel found o Be costeolfoctive in the course of a prior
energy zucit, Edison shall provide 8% financing or CIP for the following

mezsures. Mezsures h ang § shall be eligfble for RCFP only in households
which are not served by nztural gas.
e. Wall insulation.
b. Ploor imsulation.
“herzal and storn windows 2né doors for the
exterior of cdwellings.
Feplacezent of central zir-conditioners.
ZEveporative coolers. .
Precoolers for air-conditioning condensers.
whole house farn.
Replacezent or retrofit of electric water
heater with & hest pupp water heater.
i. Replacement of central electric heat with a
central heat pucy.
4. Edison shall provide CIP for qualifying energy-cfficient
refrigerators, which are those which exceed the ene

rgy efficiency of the relevant
"standard model" set forth in the Rppliance Efficiency Standards promulgated
by the Californfa Energy Commission by at lezst 20%.

5- Elison is suthorized to provide 87 financing or CIP sudbject
“o the following procedures gnd reguirements?

8. For purposes of Edison‘s RCFP, "single=
fasily" residence shell include mobile homes
anc residences with one to four units:
"zultifanily” resilences are those with five
units or more. Interior units in multi-
storied dildings do not gualify for wall,
floor, and ceiling imsulation loans or cash
incentives.

-4 -
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A.51066, A.51067 ALJ/va1/3in/vdl

Zvery RCF? loan shall provide <ha%t the
balance due on any RCF? loan °hall e
repayadle in full upon the sale or transfer
of ownership (o nep t*an an ﬂtcmpv transfer
as defined below) of the property on which
the RCF? loan improvements have been made.

Trarsfers %0 ¢lose relatives, as defined, of

residences which have heen weatherized urder

RCF? shall Ye exezpt transfers not requiring
0L the bolance of arny RCPP lozn at
sfer 1L she transferee
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v v

. 11. The financing subsidiary through Edison is authorized %o
recover 100% of the dedt service in a timely manner and under all
circumstances through the CILMARR tariff for all Commission~approved
subsidiary bYorrowings over the life of the borrowings.

12. Tor dedt service only, Edison is authorized to make changes
through advice letter £ilings for 2all Commission-approved subsidiarsy
borrowings. Once a specific borrowing has deen approved by project
lester and cozzmitted, subsequent hearings will not be ini%iated Yy
the Cozmission related %o that specific borrowing.

This order is effective today.
Dated November 17, 1082 , at San Francisco, California.

JOEN E. BRYSON
Precidernt
RICEARD D. GRAVELLE
LEONARD M. GRIMES, JR.
VICTOR CALVO
PRISCILLA C. GREW
Commissioners

We dissent on that portion of the

decision that authorizes Edison a

return on its equity investment in

*he financing subsidiary equal %o

its 1987 return on equity. We

believe that the return should be

limited +o Edison's overall rate

0f return since it is Edison's

¢choice as to how it raises funds

to support the equity portion of

the subdbsidiary. I CERTIFY THAT .THIS DECISION
/s/ RICEARD D. GRAVELLE WAS APPROVED BY TAE ARCVE
/s/ VICTOR CALVO COMMISSIONERS TClAY. -

Conmissioners Z .

).’.--
4

E. Bodovitz, Fxocutive Dirtwror
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avoided cost methodology. Notwithstanding disagreements conceraing
which, i€ any, test should Ye given primacy,6 we believe that
overall cost-effectiveness for the nonparticipant has been
demonstrated and that the ZIP/CIP program, as modified, should be
instituted.

We agree with stafl that Edison's overall proposal iz cost-
effective and will adopt the program with the modifications noted
above. DMeasures that will be eligidle for financing without an audit

aclude: ttic insulation, caulking, weathers<ripping, duet
iansulavion, zud gualifying energy efficient refrigerators.7
ures eligible under the program, after an audit demonstrates

thermal/storn doors and windows, replacement energy-efficieat ceantral
air-conditioners, evaporative coolers, precoolers, whole house fans,
heat pump water heaters, and central heat pump replacements for
electric resistance heaters.

To ensure the continued cdst-effectiveness to ratepayers of
financing all these measures, we willd require Edison to £ile a report
on Decendber 1, 1983 providing data oxn \the cosi-effectiveness of
“herzal wiadows %to znonparticipants.

In D.82-02-1%5 dated Fedbruary T7, 1082, we ordered that
SoCal's weatherizavion financing conservation program carry an &%
interest rave. In this proceeding, staff recommends that EBdisoa's
ZIP/CI? loan programs should also be established at 8% 4o correspond
to that authorized SoCal. We agree that an interest rate of 8% for
Bdisoa's ZIP/CIP program is appropriate and more desiradle than OF.

8 Zéison states the primary test to measure cost-effectiveness is
the utility perspective test, i.e. if the couservation program does
not appear to have the potential to reduce the total cost of

providéng electricity over the life of the program it should not de
pursued.

7 Vater heater dblankets and low-flow showerheads ore part of the szo-~
called "Big Six" which are installed free to electric water heater
customers as par?t of Edison's wrapup program, and, thus, are not
included in the ZIP/CIP progran.

- 25 -
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Ve believe that in light of SoCal's weatherization progranm,
the staff approach should be adopted. This approach will ensure that
for measures which are included in both Edison's program and SoCal's
program, Edison would not pay a greater incentive to its customers.

Edison proposes that loans over $1,500 be secured by 2

ien. ©Staff recommends that liens be required for loans over
®5,000. ZEdison argues that a lien oa loans of 81,500 or more offers
two major advantages: (1) it provides notification to the utility of
title transfer through escrow and (2) it provides an added inceantive
for the customer to fulfill his repayment odligation. Also in its
Z1? demonstration program, where a mortgage for loans exceeding
81,500 is required, the default rates are extremely low. Edison
believes that the requirement of 2 lien at lower loan amounts would
lessen the default rate.

Staff considers the imposition of a $1,500 lien condition
2s an impediment to customer participation ia the ZIP/CIP progranm.

Notwithstanding the arguments made by Edison, we believe
that reason and coasistency regquire that liens\be recuired oaly for
loans in excess of 85,000. Since only owners of\multiple-unit
dwellings will be able to borrow more thaan $3%,500\per buildiag,
single-family homeowners will never be required to\give a lien.

Edison proposes that customers receiving financing Lor
measures related to central air-conditioning be required %o accept
the installation, at the company's option, of an Edison-activated
loal=-cycling device for the automatic shif+ting of air-conditioning
load. Staff believes that any such program should be voluntary.

taff believes that the imposition of the load-cycling device would
be unfair because it would be imposed on oanly those who conserved and
not on those who choose not to conserve. Staff also fears that a
mandatory program could result in reduced customer participation.

We agree with staff that mandatory installation of the load-

cycling device would be inequitable and could result in reduced
customer participation.
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Regarding the energy-efficient refrigerator program, Edison
agreed with staff's proposal that those gqualifying should Ye limited
to uaits that are 12 cubic feet and rated to use 960 kWh/year (80 kWh
per month) or less for frost-free models and 720 kWh/year (60 XWh per
month) or less for partial defrost models. We will accept staff's
recommendation as it offers more program efficiency and can easily be
understood by custonmers.

Edison proposes to use a leveraged administrative trust to
finance the project. It also considered direct utility financing,
atility-subsidized bdank loans, and a wholly owned nonutility
financing subsidiary. taff favors the financiag subsidiary method.

In choosing the leveraged administrative ftrust, Edison
requested confirmation from the IRS that this method would not incur
federal income tax liability. Should the IRS give a negative reply,
Zdison proposed the leveraged sudsidiary approach.

In PG&E's ZIP program we determined that the financial
subsidiary approach was proper. As in,the PG&F case, risk to the
iavestors would be alleviated by the pnoposed "advance tariff
ruling." Thus, while the financing sugéifiary is slightly more
costly than the leveraged +trust, the degrae depending on the discount
rate assumed, we believe the financing suzéﬁq&:;y is the most
desirable of options available. It maintains “the customary investor
and coasumer relationship and better allocates Linancing costs
hetween present and future ratepayers.

Staff recommends that 25% of +the capital for program
financing come from the company. Under Edizon's proposal 25% of the
capital would come from ratepayers. Under either approach the
remaining 75% could come from coaventional lenders. Thus, Edison
would reguire assurances that it would be 2allowed to recover the
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outreach strategy is reasonable as is its plan to achieve maximum
effectiveness by using the services of community groups, local
goverameats, and other associations 4o deliver information to the
target group.
Pindings of Pact

1. The major difference in societal bYenefits and societal
costs Justifies extraordinary efforts to achieve conservation by

taxpayers through tax credits, by utility conservation programs, and
by utility customers.

2. The major beneficiary of conservation is the utility
Tatepayer through reduced revenue requirements drought about dy
energy saviags.

3. NECPA of 1978 requires on-zite energy use audits for
residential customers upon request.

4. NECPA allows for the individual states to file a RCS State

CEC is the lead agency for developing a RCS State Plan.
By A.61066, Edison requests authority to increase ite

CLMAEF %o recover 28.9 million eztinmated equ&ses for its proposed
RCFP.

7. 3By A.61066, Edison requests authority *o_include RCPP
speeified program for inclusion within the CLMAC.

8. 3By A.61067, Edison requests authority to increase i<%s
CIMABF %o recover incremental 1982 expenses of $5.8 million for
RCS progranm.

©. An adjustment to the CLMABP is appropriate +o recover all
reasonably incurred expenses associated with RCFP.

10. Many customers lack the reguisite financial resources 4o
make their homes more energy-efficient. TPull-cost loans will 2llow
targeted customers to participate in the progranm.

11. The appropriate interest rate for loans offered under
Edison's RCFP is 8%.
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21. financing limit of $1,000 for the installation of the
peasures in Finding 14, 2 total limit of $2,500 for installationof
all weatherization measures except a heat punp furnace, and $3%,500
Tor all measures to the extent they are found cozt-effective by a
prior energy audit are appropriate.

22. A requirement that loans over £1,500 be secured by a lien
is 20t in the best interest of the ratepayer.

23. It is appropriate to require repayment of the unpaid
balance of a RCFP loan upon the sale or traasfer of owaership of the
property on which the installation has been made, except in instaaces
of transfers to close relatives if the transferee assumes in writing
all obligations regarding the loan.

24. It is reasonadle to require 2 minimum financing of $150, a
minimum monthly payment of 85 and the credit criteria proposed by
Edison.

25. The determination of appropriate marginal and/or avoided
costs i3 an issue in Edison's current (1983) general rate case,
A.51138. The RCP? proposed by Bdison and the modifications propozed
by the staff are cost-effective from the soéigtal, participant's, and

Tility's perspectives, using either or bhoth the stafs's and/or
Edison's marginal or avoided cost methodology.

26. A marginal and/or avoided cost figure should not be adopted
in this proceeding because the methodologies used by staf?f and Edison
have not been developed on this record.

27. Special efforts are necessary to gain the participation of
low-income customers in EZdison's RCFP, and it is reasonable for
Edison to offer such customers larger cost-effective credits as pare
of RCFP.

28. It is reasonable for Edison's low-income RCFP credits to de
consistent with SoCal's low-income WFCP eredits.

29. Edison's plans to achieve satisfactory levels of
participation by low-income, elderly, non-English-speaking persons,
and reaters through special outreach efforts and coordination with
comnunities, schoolg, churches, neighborhood organizations, and other
groups, are reasonable and appropriate as modified.

- %5 -
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2. Edison shall offer 8% financing or cash incentive payment
(CIP) either with or without a prior energy audit, for the following
residential energy conservation measures:

2. Attic {nsulation.

b. Weatherstripping of all doors and windows
which lead to unheated or uncooled areas
(weatherstripping).

Caulking or sealing of major cracks and other
openings in duildings exterior and sealing of
wall outlets (caulking).

d. Insulation of accessidle heating and cooling
system ducts which enter or leave unheated or
uncooled areas (duct wrap).

3. To the level found to be cost-effective in the course of 2
prior energy audit, Edison shall provide 8% financing or CIP for the
following measures:

a. Wall insulation.
b. Floor insulation.

. ¢. Thermal and storm windows\end doors for the
exterior of dwellings.

Replacement of central a2ir-conditioners.
Evaporative coolers.

Precoolers for air-conditioning condeasers.
Whole house fan.

Replacement or retrofit of eleetric water
heater with a heat pump water heater.

Replacement of central electric heat with a
central heat pump.

4. Zdison shall provide CIP for qualifying energy-efficient
refrigerators.

5. Edison is authorized to provide 8% financing or CIP sudbject
*n *the following procedures and requirements:

a. TFor purposes of Edison's RCFP, "single-
family" residence shall include mobile homes
and residences with one to four units:
"multifamily" residences are those with five
units or more. Interior units ia multi-
gtoried buildings do 20t qualify for wall,

floor, and ceiling insulation loans or cash
incentives.
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Eight percent loans or CIP payments shall de
available to all owners of single-family aad
multifamily residences. CIP shall be
available to all Edison residential
customers.

To qualify for 2 loan applicant muszt have
been an Edison customer for 12 moanths with no
shutoffs for 10 months prior %o applying for
a loan.

All loans shall bear an iantereszt rate of

Loan ceilings shall be imposed in the
following amounts:

(1) 81,000 for installation of all measures
in Ordering Paragraph 2.

3750 for installation of atsic
insulation zalone.

$250 for installation of the caulking,
weatherstripping, and duet wrap.

32,500 for the installation of +he
remaining RCPFP measures\to the extent
they are found cost-effective by a prior
energy audit.

Repayment of loan amountes shall\commence
immediately after issuance. The\repayment
period shall be 100 months.

The minimum loan shall be $150 and shall
require a minimum monthly repayment of £5.

Edison shall record a lien upon title %o any

residence for which it has issued a2 loan ia
excess of $5,000.

Bvery RCFP loan shall provide that the
balance due on any RCFP loan shall be
repayable in full upon the sale or transfer
of ownershig (other than an exenpt {transfer
as defined below) of the property oa which
the RCTP loan improvements have been made.
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9. Idison is authorized to project finance RCFP and to file
project letters and advice letters in accordance with General
Order 96-A to obtain Commission approval of financial arrasgements

bYetween Edison and its financing affiliate, and between the financing
subsidiary and lenders and to obdtain Commission approval of

sdjustments to the CLMAC. Edison's project financing shall de
subject To the following additional regquirements:

a. Z£dison shall use its best efforts to achieve
an 80/20 debt-to-equity ratio for the
financing subsidiary. A ceiling of
$150,000,000 shall be placed on the total
capital (debt and equity) to be provided

through the financing subsidiary over the
duration of RCFP.

The rate of return on the equity iavestment
in the financing subsidiary shall equal
Edison's last authorized return on equity
(14.95%). This return will bg subdbject to
review in Edison's next general rate case.

The CLMABF balancing account shall not be

terminated so long as RCFP borrowings remain
outstanding. A

d. ZEdison is authorized <o assign RCFR-related
CLMABY? revenues to the financing
subsidiary.

N

10. Do implement RCFP as authorized 2bove, Edison is
authorized, as of the effective date of this decision, %o accumulate
RCF? expenditures, as a specified program under Edison's CILMAC.

11. The subsidiary through Edison is authorized <o recover 1004
0ol the debt service in a timely manzer and under all circumstances
through the CLMABT tariff for 2ll Commission-approved subsidiary
borrowings over the life of the borrowings.
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Preda Abbott, Attorney at Law, and
Ronald L. Xnecht, for the
commission stall.

OPINIONX

Summary of Decision

The decision authorizes Southern California Edison Company
(Edicon) %o implement fully *two programs which will greatly expand
its existing ald to residential ratepayers in identifying and
financing cost=-effective investments in home energy efficiency.
Tegether, the two program will provide Edison's customers with their
vest opportunity to reduce their utility bills, in this tinme of
skyrocketing costs.

Phe Residential Conservaition Service (RCS) is Edison's

ipating ratepayer weatherization measures which can be
installed cost-effectively in his oY% her home. ZEdison expects to
Zund 71,520 RCS zudits in 1082,

Edison ig Yeing authorized t@ spend $8.9 million in the
next vear to weatherize an estimated 33\000 homes. Edison will
ovrovide 8% financing, or cash credits providing comparable
aseistance, for up to 14 cost-effective measures. TFour measures have
veen found to be so clearly cost-effective that Edison will provide
Residential Conservation Financing Program (RCFP) assistance without
any »rior audit. These items are attic insulation, weatherstripping,
caulxing, and duet wrap. Eight additional measures will be eligidle
for RCFP? only when shown to be cost-effective by an RCS audit of the

L.pyzyer's residence. These measures are wall insulation, floor
.uousation, storm or thermal windows, replacement of central air-
conditioners. evaporative c¢coolers, precoolers for air-conditioning
condensers, whole~house fan, replacenment or retrofit of eleetric
waser heater with a2 heat pump water heater, and replacemeant of
electric heat with a central heat pump. Edison will also assist the
purchase of energy-efficient refrigerators.

-2 -
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Even customers who never participate directly in the
programs will save nmoney over the life of the weatherization
neasures. Edison will be adle to "supply" energy through
conservation at far less cost than 1if new energy supplies were
purchased Yo provide equivalent amounts of electricity.

The Commission has ordered a number of provisions To ensure
that the benefits of RCFP are spread equitably. First, the total
size of RCPP loans have been limited to no more than $3,500 for each
dwelling unit: 8750 for attic insulation; 8250 total for the
weatherstripping, caulking, and duet wrap; z2and $£2,500 totzal for +the
remeining items. Second, RCFP loans are repayadble over 100 months,
ensuring relatively small monthly payments (loans are due in full
upon sale of the unit). Minimum loans will be £150, and minimum
zonthly payments S$5.

Third, special efforts have been tzken 4o allow renter
participation. The ecredit option will ensure that renters can
recover the costs of weatherization investment quickly, especially 4L
they install measures thenselves, on a do=it-yourself bdasis.

Pourth, adlditional efforts are directed to allowing low-
income ratepayers the opportunity %o participate. Edison will
provide increased credits to low=income rticipants who install
attic insultion, weathersiripring, caulking, or duct wrap. ZIZEdison
also will provide low=income participants in RCFP up to $200 in
credits Tor cost~effective "duilding envelope" repairs, such as
repairing holes in walls and replacing broken windows. The increased
credits will nearly cover the cost of instalz}ng the measures, bu+t

will still be cost-effective to the utility ané\gts ratepayers.
Introduction .

By Application (A.) 61066 Southern California Edison
Corpany (Edison) zeekxs authority to implement a systezwide RCFP and
to accumulate program expenses a2 a specified program under its
Conservation load Management Adjustment Clause (CLMAC). Edison
proposes to offer both zero interect finanecing (ZIP) for loans and
cash incentive payments (CIP) for incentives to its residential
customers in connection with the purchase and installation of certain
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energy conservation and weatherization measures. The application

requests an increase in the Conservation Load Management Adjustment
Billing Factor (CLMABP) effective for service rendered on or before
April 1, 1982 to recover all reasonably incurred expenses. This

would result in an estimated annualized increase in revenues of
approximately 38.9 million.

In A.61067 Edison seeks authority to increase rates <o
recover all reasonably incurred incremental expenses of i4s
systeawide RCS program. This would be in addition to those expenses
reflected in base rates authorized in Decision (D.) 92549, Edison's
last general rate case. It also seeks to include the RCS program as
a specified program under its CLMAC tarilf provision.

A public witness hearing was held April 1, 1982 at Los
Angeles. Nine members of the public representing various
organizations1 in Edison's service areza made statements for <he
~ecord. All those making statements opposed any progran which would
necessitate raising residential rates.

The two applications were consolidated for hearing because
of the interrelationship between RCFP and the RCS audit progran.

Thirteen days of hearing were nheld in May, June, and July,
1682 4in San Francisco. The matters were\submitted July 14 sudbject
o the filing of concurrent dbriefs due August 13, 19882. In the
course of the proceeding 45 exhidbits and 1,\166 pages of transeript
were received in evidence.

Edison presented the testimony of ﬁ%ve witnesses in support
of A.61066 and three in support of A.61067. E¢ison also presented
one rebuttal witness to the Commission staff's showing. For the
Temmission staff, four witnesses presented <testimony and evidence.
The California Energy Commission (CEC) and the City of Santa Monica
(City) each hald one witness testify relative to RCS.

! Representatives of Action, Southern California Utilities Protest

Council, Gray Panthers, and Community Action Conmission of Santa
Barbara County.
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Backeround

Edison iz engaged in generating, transmitting, and
distriduting electricity in portions of central and southern
California. ZEdison owns and operates 11 Lossil-fueled stean electric
generating plants, two combustion turbine plants, one diesel electric
generating plant, 36 hydroelectric plants, and the &0%-owned San
Cnofre Nuclear Generating Station (San Cnofre), 2all located 4n
central and southern California. In addition it owns a spall fossil-
fueled steam electric generating unit and a small comdbustion turbine
unit in Arizona, and a 48% interest in Units 4 and 5 of a coal-fired

team electric generating plant in Farmington, New Mexico (Pour
Corners Project), 2ll of which are operated by another utility. It
also operates two coal-fired electric generating units in Clark
County, Nevada (Mohave Project), in which it owns a 56% undivided
interest;: and operates four Hoover hydroelectric generating units
owned by others and located on the Wrizona side of the Eoover
facility.

Edison's service area is located in 15 counties 4in central
and souvthern California, including Fresno, Imperial, Inyo, Xern,
Kings, Los Angeles, Madera, Mono, Orange, Riverside, San Bernardino,
Santz Bardbara, Tulare, Tuolumne, and Ventura Counties, and includes
adout 150 incorporated communities as well as outlying rural
territories. Edison also supplies electrigity to other electrice
utilities under special contracts for distribution and for other uses
by then.

The total system operating capacity available to Edison
vnder favoradble operating conditions is approximately
15,504 megawatts (MW) (summer rating).

A.51066 = RCF?P

By this application Edison seeks authority to implement
RCFP and to accunulate program expenses as a Specified Program under
its CLMAC. 1I% proposes to offer both ZIP loans and CIP to its
esidential customers in connection with the purchase and
nstallation of certain conservation and weatherization measures. It
2lso proposes to increase its CLMABF for service rendered afver
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.

April 1, 1982 {0 recover all reazonably incurred first-year

expenses. 7This would result in an estimated annualized increase in
retall revenues of approximately $£8.%5 million over present rates.
Estimated first-year expenses would be recovered through the
balancing account where the applicable revenues and expenditures are
compared each month and any differential reflected in subsequent rate
adjustnents under the CLMAC procedure.

The application states Edison proposes to offer ZIP loan
financing and CIP to reduce the c¢ost barriers associated with the
implementation of conservation measures. It alleges the
implementation of conservation measures will denefi+ Edison, itz
sharehollers, and most importantly its customers by reducing the need
for new generating resources as well as the amount of high coss,

imported, lowe~sulfur fuel oil required 4o generate electricity %o
neet systenm demand.

Edison proposes to offer participating customers:
Loan financing at no interest\izr a period up to

60 nonths and/or;

Paying 2 casgh incentive for attic insulation, air
duct insulation, caulking and wéatherstripping,
wall insulation, floor insulation, thermal
windows and doors, replacement energy-efficient
central air-conditioner, evaporatiyve cooler, pre-
cooler, whole house fan, heat pump\water heater,

replacenent of electric resistance heater with a
central heat pump:

Casgh incentives for replacement of a customer's
primary refrigerator if the replacement:
refrigerator consumes 80 kVWh/month or less:

Installation, at the utility's option, of a load
eycling device on a mandatory dbasis for

particigating customers who have ceatral eleetric
air-conditioning;

Larger incentives for low-income customers on an
experimental basis;

Loans which are due and payadble upon sale of the
property;

Minimum loan amount of £200 and a monthly payment

0% 1/60th of +the original principal, dut not less
than $10/month; and
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. Loan limits of 23,500 for single-family and

duplex dwellings: $1,750 per unit for rental
waits; ®1,500 for occupants of rented property;
anéd 81,500 for mobile homes.

It states the program is directed %o the estimated 24%
(666,550 of 2,819,180) of Edison's residential customers (primary
customers) who have electric space heating and/or electric central
air-conditioning.

The application identifies four subgroups of primary
customers for outreach and program participation. These are:

1. TLow=-income households.

2. Renters.

%. EHouseholds maintained by persons aged 65 and
older (elderly).

4. Households maintained by persons who speak
Spanish as their primary language.

The apolication states that Edison and the gas utilities
within 1%s service territory provide cooperative services to promote
and izmplement RCS to those customeps served by Edison and a gas

tilivy. CThis cooperative effort includes provisions for the

operation of a central processing center where audit requests are
received, customer data are collected, and audit assignments made for
mutual customers. Customers with eleddric space heating and/or
central air-conditioning and/or electrie water heating are to receive
audivs from Edison. All other mutual customers would receive an
‘audit by the serving gas utility.

At the time of an audit, the customer iz to be informed of

\
the estimated savings in energy costs as a result of installation of

suggested conservation measures and the use gi‘energy conservation
practices. The auditor is to explain the ZIP and CIP? programs,
provide a copy of the RCS contractors list answer questions, and
instruct the customer in the procedures for completing and sending a
ZIP/CIP application. Upon recelpt of the application, Edison
proposes to review and commit to the loan and/or incentive, perform

an inspection as necessary after the conservation measure iz
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.

n3talled, and disdurse the principal amount of the loan or incentive
0 the customer who, in turn, is responsidle for payment to the
cvatractor or supplier. A mortgage will be recorded for customers
with loans in excess of $1,500.
Customer contact expenses for the program are included in
Edison's RCS progranm expenses. Thus, if the RCS program is reduced
or eliminated, precluding in-the-dwelling auwdits, additional funding
would be required to cover customer contact expenses.
According to Edison's application, "each Conservation
Veasure shows a positive net benefit £rom all four perspectives.”
(Bxh. 1, p. 3-16). However, Edison also asserts that nonparticipants
will bear a net cost from ZIP unless the utility is allowed %o
equire air-conditioning cyecling as a condition for participation.
in2lly, in view of the Edison staff stipulation deferring
ceasideration of cost-effectiveness methodologies to A.61138 414
“=~=+~~ that "the *two proposals, Edison's and the staff's, should only
v evaluated on the reasonablenéﬁ& of their respective 2IP/CIP
orozram desceriptions.” (Concurreat\orief of Edison, p.21.)
Zdison states that by offe{ing an option of ZIP loan
inancing or CIP, the economic constreint associated with high
aitial costs of conservation measures\should be mitigated and the
provability of participation inereased.\ A customer would have the
crnoice hetween participating in ZIP or CIP for different conservation
mansures dut the same measure would not be eligidle for both ZIP and
CI? to the same customer.

-
-

-

-

In addition to the energy savings incentive, credits
against federal and state income tax liabilit}\provide an additional
ineentive to participants for the installation\b; qualifying measures.

Edison states that in its first year the program will
stimulate conservation actions in approximately %3%,000 dwelling units

resulting in annualized savings of approximately 63 million kWh and a
demand reduction of approximately 15 MV.

-8 -
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Por financing Edison proposes that an administrative trust
(trust) with leveraged funding be used for the program2 provided
that the trust is determined a2 nontaxabdle financing mechanism.
Because it receives no econonic benefit from such frust funding,
Ddison submitted a request to the Internal Revenue Service (IRS) for
a ruling that the trust funding be exempted from taxation as taxadle
income. A ruling was expected in early 1982.

If an unfavorabdle IRS ruling on such request is received
prior to the effective date of a decision on this application, Edison
proposes 10 use The alternative of a leveraged subsidiary financing
gechanism. If Edison has not received any IRS ruling prior to the
effective date of a decision on this application, Edison proposes the
following:

1. The Commission authorize Edison to implement
the program using the trust=-funding mechanism
as proposed.

2. The Commission also fk@d that the leveraged
subsidiary is a fair, Just, and egquitable
financing mechanism and that, in the event a
favoradle IRS ruling on Edison's regquest is
not received prior to November 1, 10822,
Edison be authorized, upon advice letter
notification to the Commx§sion, t0 ¢hange its
financing plan from the trust to the
leveraged subsidiary to0 be\effective prior %o
December %1, 1082.

2 Edison initiated 2 trust titled "Conservation Ratepayers Trust,"
with the Bank of America as trustee for Edison's Greater Zastern

Desert Area Phase 1 residential conservation financing program <hat
started April 1, 1981.
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II With adoption of its program, Edison proposes to 2dd to the
existing CIMABF 0.016 ¢/kVh to lifeline domestic service, nonlifeline

domestic service, and other than domestic service.3

\

3 By D.92166 dated August 19, 1980 Edisoé\was authorized to revise
its tariffs to reflect load management adjfustment billing factors to
recover certain expenditures for the authorized accelerated 1980 load
nanagement programs. That decision also authorized the establishment
of a load management balancing account. By Advice Letter 53%3-% dated
Auvgust 25, 1980 Edison revised its CIMAC to include the load
nanagement adjustment clause (IMAC). By D.92853 dated April 1, 1081
Zdison was authorized 4o revice its tariffs to estadblish a solar
demonstration programs adjustment clause (SDPAC) with billing factors
subject Yo revision on January 1 of each year and to be applied on 2
uniform cents per kilowatt-hour basis %o all retail sales, excluding
Catalina. 2y Advice Letter 552-% dated April 1, 1981, supplemented
April 28, 1981, Edison included SDPAC unler its CLMAC. The IMAC and

SDPAC were combined and named CIMAC by Advice Letter 558=% effective
June 3, 1981.
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The increase would become effective for service rendered on

and after April 1, 1982. The proposed increases in reveaues
estimated by revenue clasc are as follows:

Sgles Propoced Inereases
Descripntion M kWh sM*

Residential
Lifeline
Nonlifeline

Total 16,790

Agricultural 1,050
Commercial 15,780
Industrial 17,067
Other Pudlic

Authority 4,565

Total 55,252 0.2

The table shows the effect of the request applied to the various
revenue classes following the formula for rate spread adopted in

. Edison's latest general rate case, D\§\2549, wherein rate
y

relationships are maintained by appl
¢/x¥h basis to each reveaue class.
A.61067 = RCS

By *this application Edison requfsts authority %o iancrease
rates to0 recover 2all reasonably incurred ﬁgcremental expenses of a
systenmwide RCS program in addition to the 28,089,000 reflected in
base rates authorized in its last general rat@ case, D.92549. Iz
also seeks to include the proposed systemwide RCS program as a
specified program in its CIMAC tariff provisions TFor the purposes of
this application, Edison estimates such incremental expenses for the
1982 RCS program to be $5,819,000. Total 1982 calénﬁar year RCS
expeases are estimated at $1%,908,000. o

ng rate changes on a2 uaiform
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The requested increases to the CIMABF for the RCS progranm
would 2dd 0.014 ¢/kWh to lifeline domestic service, nonlifeline
dozestic service, and other than domestic service.

Edison proposes that the increases beconme effective for
service rendered after April 1, 1982. It also proposes to file
future CLMAC applications for a revision date of Jaauvary 1 of each
year to recover all reasonadbly incurred expenses of the RCS progran.

The application states that on April 1, 1981, Edison degan
a prototype RCS progranm in conjunction with a ZIP program ia the
greater eastern desert area of its service territory. Based in part
on the resulets ¢of this prototype effort, Edison states it has
designed a systemwide RCS program that will effectively serve %he
aeeds of its customers and meet appropriate state and federal
requirenments.

It states i%ts RCS program is designed to provide
residential customers with a comprehensive audit service that leads
%o increased customer awareness of the need for and bYenefits of

energy conservation, and ‘o motivate customers o actually implement
those measures and practices that are appropriate for their
particular residence.

The National Energy Coaservatiod Policy Act (NECPA), Pubd.
L. No. ©5-619 (November @, 19072), 92 Stat.\3206 et seq., as ameaded,
requires public utilities to carry out a preogram of residential
coaservation services for their customers to\encourage adoption of
energy counserving practices and the installation ¢of energy
conservation measures (coaservation measures).

The United Statesz Department of Energy (DOE) has iszsued a
set of final rules under which each state is to establish an RCS
State Plan. The CEC has been designated the "Leaé\égency" Yy the
governor of Califoraia for the development and implemeatation of the
Califorania RCS State Plan.

The California RCS State Plan of Januwary 1981, approved by
DOE December 29, 1980, requires Edison %o send an announcement

. concerning RCS (Program Announcement) to each residential customer no
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later than six months after approval of the RCS State Plan and, in
addition, provide a variety of services. TPollowing is a drief

cdescription of the adove-listed services available 4o each eligidle
customer under the proposed RCS program:
A. Program Announcement

In accordance with the RCS State Plan, Edison
began sending a program announcement to each
eligivle customer on June 1, 1981. This
brochure was the product of a cooperative
effort between Edison and the three gas
utilities with service territories that
overlap Edison’'s: Southern California Gas
Company (SoCal), Long Beach Gas, and
Southwest Gas Corporation.

Home Energy Audit

The RCS on-site home energy audits (Class A
audits) are designed to provide customers
with information on the conservation measures
and practices which are likely to be cost-
effective for the particular residence and to
assist the customer in arranging for
purchasing, instalf&ng, and finaneing those
neasures. The audiﬁ\itself will consist

of:

\

1. Surveying the customer's residence and
taking measurements of or data for all
major variadbles affecting energy
consumption. Y,

Recording this inforbgtion on a proposed
Home Energy Survey Worksheet and
inputting this iaformation into a
portadle computer. N

Providing the custonmer Gith a copy of the
computer printout and explaining the
results in detail. h

Recommending to the customer which
conservation practices should bYe adopted

and which conservation measures should be
installed.

Determining if the customer is interested
in assistance in arranging for
installation or financing of conservation
measures.
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. later than six months after approval of the RCS State Plan and, in
addition, provide a variety of services. TFollowing is a drief
cescription of the above-listed services available to each eligidle
customer under the propesed RCS progranm:

A. Program Announcement

In accordance with the RCS State Plan, Pdison
began sending a program announcement to each
eligidle customer on June 1, 1981. This
brochure wvas the product o‘ a cooperative
effort between Edison and the three gas
utilities with service territories that
overlap Edison's: Southern California Gas
Company (SoCal), Long Beach Gas, and
Southwest Gas Corporatzon.

Home Energy Audit

The RCS on-zite home energy audits (Cla A

aundits) are designed %to provide customers

with information on the conservation measures

and practice" which are likely to be cost-
£fective for the particular residence 2nd %o

assi t the customer in arranging for

pu*chaeing, installing, and financing those

measures The audiﬁ\itcel* will consist

of:

1. Surveying the cus tpmer S res dence and
taking measurements of or data for all
pajor variables affecting energy
consumption. \

Recording this iﬂformatIOﬁ on a proposed
Home Energy Survey Workuhpef and
inputting this iﬁforma1101 into a
portadble computer. %

Providing the customer with 2 ¢copy of the
computer printout and explaining the
results in detail. \

Recommending to the customer which
conservation practices hould be adopted

anéd which coaservation meaeure should be
installed.

Determining 1if the customer is interested
in assistance in arranging for
installation or financing of coaservation
peagures.
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C. Asgistance in Arranging Installation

At the conclusion of the Class A audit, the
auditor will offer to assist the customer in
arraaging for the installation of those
measures that are recommended through the
audit process. If the custonmer is
interested, he or she i3 provided with the
name, address, and phone number of qualifying
installers in the area selected £rom the
CEC's master list of such installers.

Assistance in Arrangiag Pinancing

Edison will offer to assist 2ll eligible
customers in arranging for financing at the
coaclusion of the RCS audit. This includes a
standardized credit application form, 2 list
of qualified lenders, and a telephone numbder
to call if the customer needs further
assistance. Assuming approval of A.61066,
the customer will be advised that for many of
the RCS conservation measures (and a few
additional Edison-approved measures found 40
be cost-effective by the RCS audit), Edison
will offer ZIP and/or CIP financing.

Post~Installation Insvections and Customer
Comnlaints \

Edison will perfornm on~-zite, Post-
installation inspection ‘of conservation
measures installed under'the RCS program

according to the procedures outlined in the
application. N

Upon receiving 2 complaint\:egarding an
installer or lender participating in the RCS
program, Edison proposes to coatact both the
complainant and the installer'or lender to
attenpt to mediate the probdlem.

As an alternative to the oa-site Clégs A audit, a "do=it-
yourself" audit option (Class B audit) is sche&uled t0 be introduced
v v. dDefore June 1, 1982, as stipulated in thencalifornia RCE State
rizn. An information packet is to be supplied %o .assist the customer
in conducting the Class B audit. This would inclu&e a Class B audit
workbook to explain the steps involved in gathering and reporting
information on residence size and +“ype, household population, number

. and type of appliance, and other energy-related variables.

- 14 -
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The customer would submit thesze data to Edison for
calculation of estimated energy savings for the various coaservation
measures. These results together with Edison’s recommendations on
conservation practices to be adopted a2ad conservation measures to be
installed would then be returned to the customer. Additionally, the
customer would receive printed instructions on the steps necessary to
secure installation and financing.

City Proposal

City's witness testified on contract negotiations between
City, Edison, and SoCal for City to perform all RCS audits within 1its
city limivs. The witness explained that she was appearing 4o present
vhe Commission with information regarding the coatract negotiations
and was not making any recommendations. She stated she did not
believe Commission approval of a contract for aundits +to be performed
by City was necessary because the language contained in D.82-05~047%,
in A.60446 and A.60447, SoCal's RCS and Weatherization Pinanciag and
Credits Program (WFCP) applications clﬁarly encouraged this type of

Program. \

CEC |

CEC takes issue with the stafg\recommendation for cutting
Zdicon's requested 1982 incremental RCS program expenses. CEC
recommends that the request be approved at\the rate of £646,555 per
moath in 1982 with savings fromn RCS program\improvemeats 4o Ye used
t0 provide the capacity to conduct a greater wumber of audits.

CEC points to its responsibility foé\xhe RCS State Plan and
states its commitment to ensuring the proper aad\full implementation
of RCS by all covered utilities. CEC estimates tﬁb installation of
conservation measures through the RCS State Plan cansave
approximately 49 +4rillion British thermal waits (Btu)\by the end of
1983 with significant energy savings continuing in sudbsequent years.

CEC states that the second phase of hearings to consider
revisions to the RCS State Plan is now in process. The goal of these
hearings is %o simplify RCS audit requirenments and reduce audit
costs. Adoption of revisions will present an opportunity for covered

ttilities to use savings fron a more simplified, more cost-effective
progran to expand their RCS programs.

- 15 -




A.61066, A.61067 ALJ/vdl/3n

CEC states that the staff recommendation that only
31,382,000 in incremental expenditures Lor RCS be approved is
unjustified by the record and bYeyond the scope of the proceeding. It
states that the staff recommendation is derived by reducing by %29
the 58,089,000 already authorized in base rates plus the §5,819,000
requested in this proceeding and subtracting the amount Lrom that
already authorized ($8,089,000) in base rates. It argues +hat
2dopting the staff recommendation would in effect reduce the amount
already authorized for the RCS progran.

CEC also asserts that the staff-recommended amount for RCS
is based on sheer speculation of cost saviange in the place of cost
analysis and should be rejected.

A.51066 - Staff

Staff analysis of Edison's ZIP/CIP program was provided by
the Energy Conservation Branch (ECB). The staff concluded that the
nverall program as proposed by Edison would be cost-effective Hhut
~ecommended that the inceative levels be modified <o ensure customer
varticipation.

Staff recommends an &% iatenest, 100-month loan for the
full amount of the purchase price instead of a 0% ianterest, 60-nmoath
loan on part of the purchase price as proposed by Edison. It
believes that providing full-cost loan financing and minimizing
monthly repayment costs are essential to removing the financial
barriers to conservation. It states many customers lack the
requisite financial resources to make their\pome more efficieat. It
states that under its modified plan, the proé;am will be cost-
effective to program participants, the utilit&, and society; anéd that

nonparticipants would also benefit from the nef\energy and capacity
savings. .

Staff's recommended cash incentives for the first four
progranm items are more c¢onsistent with those incentive levels granted
t0 SoCal in D.82-02-13%5 dated Fedbruary 17, 1982. Staff's recommended
schedule is based on the lowest of the following: Edison's CIP
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schedule; 30% of the installed cost; or Sofal's authorized cash
incentive (for measures covered by SoCal). It states that limitation
to 30% of the installed cost makes the CIP program approximately
equal value to the participant as the 100-month loan a% 8&%.

As analyzed by the ECB, Edison's proposed programr would
provide conserved energy at 1.3¢/kWh, compared with the company's
narginal cost-average cost gap of 3¢/kWh. Edison's proposal would dbe
cost=effective £rom all four of the perspectives employed by the
Commission: society, participant, utility, and noaparticipant. At 2
10% discount rate, all individual measures would be cost-effective %o
<he nonparticipant except thermal window insulation, heat pump water
heater, and heat pump furnace (Exh. 40). Staff's recommended prograz
changes would improve cost-effectiveness by reducing program costs.

Staff expects that its recommendations will save Edison
ratepayers about $36.4 million on 2 discounted life eycle basis. It
states that for the first year implementation of the ZIP/CIP progranm,
as modified, no additional funds would be required above Edison's
requested $11.% million.

Stafl states that the overgll cost of the CIP program under
its recommendation is about $0.4 mildMon lower than Edison's
proposal. The first year cost of its proposed 8% full-cost loan
orogran is only 80.5 million more than the first year cost of the
zero interest partial loan progran propoaed by EPdison. The net
difference of 585,500 could be reallocated\ from Edison's proposed
contingency fund for targeting special customers for the first year
with no appreciabdble change in costs and estimated energy savings.

Staff recommends that eligidility fan,refrigerator ¢ash
inceatives be limited to units which exceed the“energy efficiency
requirements of the "standard models," identified in the CEC's
efficiency standards, by at least 20%.

Staff has no objection to Edison's request that 2IP/CIP
program participantes participate in its loan management program, oOr
10 the condition that program eligibdility be conditioned oan the
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customer's agreement to allow Edison to install a load-cyeling
device. The staff believes, however, that this could reduce customer
participation. ,

Staff has no objection to Edison's proposed $200 grants for
improvements to the "building envelope,”" so long as such improvements
were found cost-effective in the course of a prior energy audit. It
staves Edison should pay the lesser of the actual price for duilding
eavelope repairs, or $200.

The staff recommends that the maximum loan per dwelling
unit ve $%,500. This would allow loans large enough to cover
replacenent heat pump furnaces and would ensure equitable
distridution of loan funds.

Pinally, staff recommends that all work financed under the
2I?/CIP? program should be installed in accordance with RCS standards
by RCS listed contractors, or the customer, and that all work
financed under the program should be covered by repair or replacement
warranties equal to or exceeding those required by the RCS State
Plan, including a 3-year manufacturer's warranty for free repair or
replacement of materials.

Staff does not object to 2 supplemental loan for landlords
for duilding repairs to improve energy efficiency when the majority
of the building's tenants are low income.

taff does not recommend Ed&gon's proposed larger cach
incentives for the low-income group. ;ﬁ states that the cost of
measures does not vary with income 1evel¢ nor do the useful lives
the energy savings vary with income leved for a given device.
However, it recognizes that greater incentives nmay be required to
persuade low=income customers who are less able and less inclineéd
accept deferred benefits to participate in £h program.

Staff recommends that transfers to close relatives of
residences which have been financed under the lo;h\program not
trigger full repayment of the balance of the loan £ the transferee
assumes in writing all odligations regarding the 105n,

. It recommends 2 minimum loan amount of $150, instead of
Bdison's proposed $200 and a minimum monthly repayment of 35, instead
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of Edison's $10 or 1% of the original principal stating this is
consistent with SoCal's fihancing progran.

Staff agrees with Edison's proposal that low-iacome tenants
be offered 2 package of low-cost conservation measures at 1o charge,
stating that targeting and outreach efforts for special 2IP/CIP
zarkets should be approved because they are appropriate and
reasonabdble.

Staff recommends that Edison's §8.°9 million revenue
inerease reguest be granted subjeet $o three caveats. Pirst, in
absence of recorded data it used Edison's workpapers for certain
calculations and later-filed data should be carefully reviewed. It
exphasized EBdison should exercise striet constraints in the matter of
program ¢osts stating that econonmies will be achieved throughout the
progran and that future reveauve requirements will reflect such
economies.

The second caveat concerns federal and state law related 4o
NECPA. Since this body of law is in the process of change, staffl
feels Edison's recorded costs should refleet any reductions with
appropriate adjustments in funding maée during the programs' annual
review.

| The third caveat relates to the funding mechanism to be
used to implement the proposed ZIP program. Both Edison and staffl
assuned that a leveraged trust will bde usé§ for loan financing.
Should 2 different financing mechanism be used, stafs recommends that
the full $8.¢ million be approved with adjugﬁments in funding at the
time of the program’s annual review. x\
A.61067 ~ Staff \

Edison has heen authorized $8,089,000\in 1982 base rates to
finance its RCS program. By this application it\ﬁse?s authority 4o
increase rates by an additional $5,819,000 to *inamce RCS auvdits as
nandated by NECPA. u

Staff expresses concern over the proposed audit cost, the
energy savings generated and the possidle modifications of the RCS
program. It states that federal legislation may eliminate the RCS

program anéd that the state program is being streamlined to make it
more cost-effective.
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Staff's witness states that prior Commission decisions set
a precedent for consistency in RCS proceedings and that Edison's
rroposal should not be evaluated in isolation. Por this reaszon he
recozmends that Edison be granted only $9,471,000 rather than the
requested 13,908,000 to conduct its 1982 RCS program. This
recommendation would result in Edison's receiving $1,382,000 of the
requested $5,819,000 in incremental revenues.

Based in part on other RCS proceedings,4 the stafs
witness summarizes the problems of the RCS program as follows:

There is no requirement that the RCS program
be cost-effective.

RCS has no provisions to eliminate
unnecessary or second auwdits.

RCS is inequitadle to the customer who has
been conserving.

With all the consumer protection elements
built into the plan, RCS does not require the
recipient of the audit to implement any
measgures or practices.

RCS placez the burden on the utilities, their
ratepayers, and the CPUC 4o carry out an

expensive program without giving federal or
state incentives.

RCS does not completely measure the heat loss
and gz2in of a building eawelope.

RCS auditors can make errons while auditing.
I% would not be uncommon for two certified
auditors to make different recommeandations if
they audited the same home. Y\

Staff witness also states there iﬁ a problem of

conservation potential. Ee states Califoraia 3tilities have been 4in
the conservation dbusiness for the past six years and that the
\

\t

.
s

talff witness Grove testified in Pacific Gas and Electric Company

4 g 5
(PGEE) A.59537 et al. (D.93891 dated December 30, 1981) and SoCal
A.A04L6 et 2l. (D.82-02-135 dated Pedruary 17, 1982.)
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. majority of Edison's service area iz in a moderate ¢limatic zone.
With the enactment of conservation=oriented standarde, the
implementation of utility conservation programs, and the higher cost
of energy, California has managed to reduce its per capita energy
coansumption in the residential sector. EHe asserts that these factors
reduce the conservation potential for an RCS audit.

Staff takes exception to Edison's audit cost estimates.
Zdison estimates $12.2 million for 71,520 Class A audits - $167 per
audit - inecluding payments to Sofal for 25,760 audits performed for
mutual customers. taff bYelieves the Class A audit could dbe
perforzmed for less than 8100 each and possidly for £50 if RCS is
greatly simplified.

taff stateec utilities are already performing RCS audits
for 8100 or less. It points out that in Edison's great eastern
desert area progran the cost per audit in 1981 was £100. Purther,
studies by CEC staff have shown that Class A audits ¢an be performed
for less than $100. Thus, staff argues, it appears not unreasonable
%0 conclude that a Class A audit will cost approximately $100.

Staff £inds Edison's position unclear whether Class 2 (do-
it-yoursel?) audits will be implemented before 198%. Expenses for
1982 were estimated at $1.8 million but no Clasz B audits have been
performed to date and Edison states none will be made in 1982.

Staff recommends that the level of audits proposed dy
Bdison on a prorated monthly basis for the remainder of 1982 be
adopted. It states that based on assumed $100 audit and 25-30%
incremental start-up cost included by\Edison, the amount of funding
provided under the s+taff proposal woulé be sufficient for
approxinmately 20,000 audits during the fourth quarter of 1982. This
would represent full capacity use of the company's own auditor tean

plus the assumed 6,500 "mutual" audits performed by SoCal.
Cost=Effectiveness

Considerable hearing time was consumed\on the subject of
cost~effectiveness. During the proceeding the issue of the
appropriate avoided cost value to be used for cost-effectiveness
analysis was broached by both Edison and staff. After consideradle
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negotiation, Edison and staff agreed that the proposed ZIP/CIP
program ané modifications proposed by staff are cost-effective with
regard to overall societal, participant's, and utility's perspectives
using either or both Edison's or staff's methodology. Staff and
Zdison stipulated that the methodology for the development of
marginal and/or aveided costs should not be determined ia this
proceeding.

Staff, however, disagreed with Edizon on whether the
ZIP/CIP proposals would be cost-effective to the nonparticipant.
They also disagreed on the appropriate discount rate t¢o be used for
cost-effectiveness analysis and for determining the appropriate
financing mechanisme.

Edison believes that with the stipulation (Exh. 41) the
issue of marginal and/or avoided cost is eliminated from this
proceeding and that its application and the staff's proposed
cofifications should be evaluated oa the reasonableness of the
respective program deseriptions.

The Commission's Poliey and Planning Division recommends
that the determinative test of cost-effectiveness is properly the
societal test. Commercial and industrial energy customers generally
have recognized the Yenefits of conservation in relation to new
supply costs; furthermore, small residential users have the benefit
of a low lifeline energy rate. S%taff asserts that those
¢circumstances reduce the importance of the nonparticipant test.

Revenue Requirements Division recommends that the principal
test should be the social cost-effectiveness test but that all four
cost-effectiveness tests should be appiged on a measure~by-measure
hasis. According to this view, the socxel (or societal) test should
he first applied to measure the impact 04 2 measure on overall
economic efficiency and, thus, total econémic welfare in the
society. The degree of cost-effectiveness.xggld be evaluated in
relation to the results of the three other tests.
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. Notwithstanding these differences, staff uniformly favors
the adoption of the 2IP/CIP program 235 modified stating that the
differences are not material to the outcome of the case.

The cost-effectiveness issue rela@ive t0 conservation
programs has been the subject of consideradle discussion in D.0265%
in PG&E's conservation financing proceeding, A.595%7; D.82-01-103% ia
our OIR 2 rulemaking concerning cogeneration and small power

producers; and D.82-02-135 in SoCal's RCS (A.6044€) and (A.60447)
proceeding.

In A.595%7 the Special Economic Projects Section of the
Conmission's Revenue Requirements Division recommended that we
require conservation programs to be cost-effective from the

noaparticipant's perspective. After a lengthy discussion we stated
in D.Q2653%:

"We conelude that a2 conservation measure, as
distinguished from the amount of utiiivy-provided
incentive, must meet the tests of cost-
effectiveness to the customer, the utility, and
soclety €0 be considered cost-effective for
purposes of receiving a utility inceative. It
would no% bYe proper for this Commission to
encourage consumers to purchase conservation
measures the cost of which exceeds the saviangs
generated. Nor would it be a reasonable
evpenditure of ratepayer funds to require a
utility to purchase energy frod\conservation
peasures at a higher per unit cost than its
narginzal cost of energy. TFinally, an inefficient
allocation of resources would be ‘created if the
total cost of a conservation measure, including
utility inceatives, exceeds the resultant total
savings to the customer and the utdlity."

Discussion \

We have long recognized that conservation is one of the
\

nost important tasks facing utilities today. In‘D<84902 dated

September 16, 1975 we noted: N\
N
\".
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. "Continued growth of energy coasumption at the
rates we have known in the past would mean even
higher rates for customers, multi-billion dollar
capital requirements for utilities, and uwnchecked
proliferation of power plants. ZInergy growth of
these proportions is simply not sustainadle...
Reducing energy growth in an orderly, intelligent
nanaer is the oanly loag-ternm solution to <the
energy crisis.”

As we stated in D.9%894 in A.60546, we recognize that +the
ratepayers' ability to absord coatinuous rate increases is limi<ted.
Thus we must not only determine that 2 conservation program is cost-
effective for ratepayers but we must also eansure +that the design of
the program is as efficient as possidle. Accordingly any rate
inerease must be the minimum which will allow the realization of the
programs benefits for ratepayers. D.0%804 substituted an 8% loan
progran f£or the ZIP program proposed by San Diego Gas & Electric
Company, on the grounds that 8% financing would induce substantially
“We same customer particivation as 0%, dbut at much lower subsidy
cost. With this in mind we review the two applications.

Staff and Edison agree that the ZIP/CIP proposals and the
zodifications proposed by staff are cost=effective from +the societal,
participant’'s, and utility’'s perspectives using either or doth
staff's and/or Edison's marginal or avoided cost methodology- 1In
xeeping with the stipulation eatered ianto between staff and Edison
and received in evidence (Exh. 41) for purposes of this proceeding we
will not adopt a particular nmarginal én@/or avoided cost
methodology.s ",

With respect to the nonparticipént's perspective, Exh. 43
shows net saviags overall using either Ediégn's or staff's

\
A}

.\

% The marginal/avoided cost issue has been covered in detail in
Zédison's general rate case, A.61138. '
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. avoided cost methodology. Notwithstanding disagreements concerning
which, if any, test should be given primacy,6 we believe that
overall cost-effectiveness for the nonparticipant has been
demonstrated and that the ZIP/CIP program, as modified, should be
instituted. .

We agree with staff that Edison's overall proposal is
cost~effective and will adopt the program with the modifications
noted above. Measures that will be eligible for financing without
an audit include: attic insulation, caulking, weatherstripping,
duct insulation, and qualifying energy effieient refrigerators.7
Measures eligible under the program, after an audit demonstrates
their cost-effectiveness, include wall insulation, £loor insulation,
thermal/storm doors and windows, replzcement energy=-efficient
ceatral air-¢conditioners, evaporative coolers, precoolers, whole
house fans, heat pump water heaters, and ¢central heat pump replacements
for electric resistance heaters.

In addition to othexr eligibility requirements, we will
restrict the availability ¢f RCFP for heat pump water heaters and
central heat pump o households with no natural gas hook-up. We
do not want RCFP to facilitate conversions of space and water
heating from natural gas to electricity.

Edison will be required to determine the eligibility of
individual manufacturers' products based on objective performance
criteria. Performance standards assure the c¢ost-effectiveness of
ratepayer-financed measures without involving the utility or this
Commission unduly in the marketplace. Tﬁg establishment of
performance standards for eligible measures is not anti-competitive.

..\‘

6Edison states the primary test to measure cost~effectiveness is
the utility perspective test, i.e. if the consé;yation program does
not appear to have the potential to reduce the total cost of
providing electricity over the life of the program\it should not be
purs ued. S '

7Watex heater blankets and low=-flow showerheads are part of the so~
¢called "Big $ix" which are installed free to elec¢ctric water heater

customers as paxt of Edison's Wrap Up program, and, thus, are not
included in the ZIP/CIP program.
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. To ensure the continued cost-effectiveness to ratepayers of
RCFP financing, we will reguire Edison to file a report on

December 1, 1983 providing data on the cost-effectiveness of thermal

windows, heat pump water heaters and heat pump central heaters to
nonparticipants.

Appropriate Loan Characteristics.

In D.82=02~135 dated February 17, 1982, we ordered that
SoCal's weatherization financing conservation program carry an 8%
interest rate. In this proceeding, staff recommends that Edison's
2IP/CIP loan programs should also be established at 8% to correspond
to that authorized SoCal. We agree that an interest rate of 8% for
Edison's 2IP/CIP program is appropriate and more desirable than 0%.
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With an 8% program, we believe Edison can achieve
reasonable penetration levels of weatherization in single-family and
wuztifamily homes at considerably less cost to its ratepayers than
with 0% f£inancing. Such 2 program would be in the best interests of
all ratepayers, participants and nonparticipants. It will be
consistent with SoCal's weatherization program and so will avoid
possidble confusion concerning the financing availadble ia the
utilities' mutual service area.

The cost-effectiveness of such an approach is also clear.
ZviGeace presented indicates that the 8% financing will be cosi-
elfective from the utility's, societal, and participant's
perspectives. Noaparticipants will benefit from the net energy aad
capacity savings. Cost-effectiveness to nonparticipants will also be
heightened by increasing the financing interest rate charges from O
<o 8¢, Ve, therefore, adopt an 8% interest rate for Edisoa's
emesmamization loans available for single~family and multifamily
Jubidences.

We will also adopt the 100-month repayment as established
in D.82-02-135 and recommended by staff in this proceeding. With
regard to the loan repayment, we believe staff's 100-month repayment
recomnendation will remove a major financial obstacle to customer

rticipation. It will provide up front the money needed by targeted
stomers to make their home energy-efficient.
Azznecoriate Cash Incentives Levels

Edison presented a complex system predicated on the use of

cost=ecflectiveness analysis of each unique\gonservation neasure
deternining an appropriate inceative for that~h@asure. In the
alternative, staff recommended that 4he cash inégntive level be
eatahlished at the lower of 30% of the installed cost of the neasure,
or Edison's proposed cash incentive level, and for‘bgasures offered
Ly bdoth Edison and SoCal, the Sofal inceative levelsf3 Staff asserts
that this simple 30% calculation approximates, for most measures, the
incentive value offered by an 8% loan and produces cash incentive
levels that frequently are similar to the amounts proposed by Edison.

- 26 =




A.61066, A.61067 ALI/vdl/jn* , ‘ ALT/com/JEB

Edison's proposed incentive payments differ considerably
from those proposed by staff, as shown below. We will adopt
the staff's proposed CIP levels.
- SCE's ECB's
Descrintion Pronposed CIP Recommended CIP Level ECB's Less SCE':

Vall Insulation $990 $145
1

ttic and Duct Imsulationms, 272 L27
caulking ané weatherstripping

Floor Insulation 536 128
Thermal Window Insulation 1036 134

Replacement Central Air
Conditioner (CAC) 421

Evaporative Cooler 328
Pre Cooler for CAC 296
Whole House Fan 192 160
Heat Pump (H.P.) Water Heater 266 266
H.P. Purnace 1265 915

Energy Efficient Refrig. 100 100
1/ Cash Incentives authorized im D.82-02~135 (p. 82a) are
as follows: attic insulation $302, duct wraps $106,
caulking/weatherstripping $19%

.
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We believe that in light of SoCal's weatherization
program, the staff approach should be adopted. This approach will
ensure that for measures which are included in both Edison's

program and SeoCal's program, Edison would not pay a greater incentive
to its customers.

Adéditional Program Design Issues.

Edison proposes:that loans over $1,500 be secured by a
lien. Staff recommends that liens be required for loans over
$5,000. Edison argues that a lien on loans of $1,500 or more offers
two major advantages: (1) it provides notification to the utility of
title transfer through escrow and (2) it provides an added incentive
for the customer to fulfiil his repavment obligation. Also in its
ZI? demonstration program, where a mbrtgage for loans exceeding
$1,500 is required, the default rates are extremely low. Edison
believes that the reguirement of a lien at lower loan amounts would
lessen the default rate. Staff considers the imposition of a $1,500

lein condition as an impediment to customer participation in the
Z2IP/CIP program. . '

Notwithstanding the arguments made by Edison, we will only order
the utility to require liens for loans in excess of $5,000. For loans
above $1,500 .but no more than $5,000, we will allow Edison to determine
whether a lien is to be required. Because Edison's program is
dominated by electric appliances, the utility may determine that more
stringent security arrangements than those authorized for other
weatherization programs may be appropriate.

Further, we will allow Edison flexibkbility in the selection
of means to secure RCFP loans above SS,OOp. In D.82=11-019
(November 3, 1982), we authorized PGSE to accept any of four forms
of security on ZIP loans: a lien; an assignment of rents; a
payment bond; or a 75% deposit of the outst&pding loans. PG&E was
provided this flexibility in order to ensure};he availability of 2IP
to public housing authorities which may be reﬁtficted by federal
regulations or contract provisions from accepting a lien. Edison will
be given the same flexibility. "
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. Edison proposes that customers recezi.ving f£inancing for
measures related to central air-conditioning be reguired to accept
the installation, at the company's option, of an Edison-activated
load-cycling device for the automatic shifting of air-conditioning
load. Staff believes that the imposition of the load-cycling device
would be unfair because it would be imposed on only those who conserved
and not on those who choose not to conserve. Staff also fears that
a mandatory program could result in reduced customer participation.

We agree with staff that mandatory installation of the
load-cycling device could result in reduced customer barticipation.
Were the cost-effectiveness of air-conditioner cycling f£irmly
established, we might be willing to accept the risk ¢f reduced
participation. However, Edison's air-conditioner cycling program
is still experimental. Edison has proposed a large demonstration
program for 1983-84 in its pending general rate case. Edison is
welcome to reapply for inclusion of a mandatory air-conditioning
cycling program once its cost-effectiveness can be demonstrated.
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. Regarding the energy-efficient refrigerator program, Edison
agreed with staff's proposal that those gqualifying should be limited
to units that are no larger than 12 cubic feet and rated to use '
960 kwh/year (80 kWh per month) or less for frost-£free models and
720 kwWh/year, (60 kWh per month) or less for partial defrost models.
We will accept staff's recommendation as it offers more program
efficiency and can easily be understocd by customers.

Certain other features of the RCFP authorized by this
decision have been the issue of discussion, findings, and conclusions
in prior Commission decisions authorizing weatherization financing
programs £or other California utilities. These features include
credit reguirements for loan eligibility, monitoring of contractor
bids, procedures for processing applications and disbursing funds,
inspection and warranty reguirements, and program sunset date. Such

features of the authorized RCFP are consistent with programs previously
authorized.

Financing Subsidiary

Edison proposes to use a leveraged administrative trust to
finance the project. It also considered direct utility financing,
utility=-subsidized bank loans, and a wholly owned nonutility
financing subsidiary. In choosing the leveraged administrative trust,
Edison requested confirmation from the IR% that this method would
not incur federal income tax liability. Should the IRS give a
negative reply, Edison proposed the leveragéd subsidiary approach.

In PG&E's ZIP program we determinea\that the financial
subsidiary approach was proper. As in the PGSE case, risk to the
investors would be alleviated by the proposed "advance tariff
ruling.” Thus, while the financing subsidiary is slightly more
costly than the leveraged trust, the degree dependfag on the discount
rate assumed, we believe the financing subsidiary is the most
desirable of options available. It maintains the customary investor
and consumer. relationship and better allocates financing costs
between present and future ratepayers.
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. Staff recommends that 25% of the capital for program
financing come from the company. Under Edison's proposal 25% of the
capital would come from ratepayers. Undexr either approach the
remaining 75% could come from conventional lenders. Thus, Edison
would require assurances that it would be allowed to recover the
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financing costs. In both PGE&'s ZIP program and SoCal's
weatherization program, we determined that such an assurance was a
prerequisite for the type of financing authorized. We therefore <inad
that lender assurance is necessary and will be adopted.

With regard to funding the RCS program, Edison seeks an
additional 35,818,000 for the nine-moath period from April 1 through
December 31, 1982, prorated to £646,555 per month. Staff recommends
aloption of the level of audits proposed by Edison prorated on 2
monthly bvasis for the remainder of 1982 allowing 3100 per audit.
This would amount to approximately $350,000 for the fourth quarter
1082. |

CEC recommends Edison's request be granted by applying the
suggested bYilling factor for the months remaining ia 1982 after a
decision is issued.

Sdison states that it does not anticipate conducting any
Class B audits during 1982. Removal of the labor and material
funding of the Class B audit results in a new 1982 funding level as
follows:

Total 1982 Program Costs $1%,958,000
Less total annual request for
Class B auvdits
Labdor ® 2%9,617

Materials and Service 1,5%%,22% 1,772,840

New level of funding 312,185,160
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2y D.92549 Edison was authorized $8.1 million for 1982 RCS
expenses. Tdison spent $1.2 million during the £irst quarter of 1982
(Exn.13). Testimony of Edison's witness was that RCS expenditures
for the second and third quarters of 1982 were reduced from that of
the first quarter. While the results of the second-quarter
expenditures were not available at the time of the hearing, it would
appear that Edison would have funds availadble ia excess of $2 million
for the fourth quarter.

There is nothing in the record to support an additional
82,046,160 to fund the RCS program for the bdalance of 1982. Por its
2I? demonstration Edison stated that its audits were running
approximately 3100 each. In D.82-02-1%5 we approved $94 per audit
for SoCal. 1In D.93891 we authorized PG&E $12,000,000 to reach its
goal of 182,000 RCS audits in 1982 (approximately 365 per audit).
With approximately $2 million allowable for the fourth quarter of
1082 we believe that Edison has adequate funding to perforz the
aumber of RCS audits its personnel can complete. The request for
additional funding for 1982 through the adjustment of CLMABF will be
denied.

The request that its RCS program for 1983 be funded through
base rates need not be addressed in this proceeding. As indicated in
its testimony, exhibits, and bdriefs, Edison has requested funding for
its 1983 RCS program in its current general rate proceeding, A.61138.

Edison proposes to offer increased cash incentives and
increased loan incentives to low-income customers. In D.82-09-62, 4in
A.60446 and A.60447 (September 22, 1982), we Fthorized SoC2l to
offer increased cash credits to low-income participants in WPCP. ©The
increased WPCP incentives are limited to the Big\é measures, and are
limited to credits, rather than loans. The tadble “Welow compares
Zdison's proposal and Sofal's adopted low-income progran.
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Edison Proposed
Low=Income Component(l) SoCal WrFCP
Conservation Caszh Interest Maximum  Low=Income
Measures Incentive Incentive Loan Credit(2)

Attic, Duct Insulation & C/WS(4) $ 384 $ 368 $ 856 5502
Water Flow Control Device (3) - - 25
water Heater Blanket (3) - -

9
Wall Insulation(4) 1,095 - 0
0

Floor Inculatien(4) 512
Thermal Windows 1,213
Replacement CAC 532
Evaporative Cooler 44
Pre-Cooler for CAC 321
Whole House Fan 230
Heat Pump Water Heater 351
Heat Pump Furnace 1,496
Energy-Efficient Refrigerator 100

Exh. l’ Pe 7-80

D.82-09«062, A.60446 and A.6044;\\Septembe: 22, 1982).

Edison provides thesc items free of| charge to all
customers through its Wrap-Up program.

Based on a weighted average.
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Were we to authorize +the low-income component of RCFP as

itory would face two very different sets of opportunities. 1In
he interest of consistency, we will limit Edison to a2 low=income
progran comparable to that included within SoCal's WFCP. Basgsed on
analyses in this proceeding, the higher inceatives for attic and duct
insulation, caulking, and weatherstripping will still meet all four
of the Conmission's tests of cost-effectiveness. Edison's low=income
cusverers will still be eligible for RCFP credits for the other
measures at the same levels as other Edison customers. At the first
anauval review of RCFP, Edison should supply data conceraiag
theappropriateness of expanding its low~income inceatives.

Edison states it intends to market its financing progranm to
achieve equitable participation by low-income customers, the elderly,
~wrnme and renters of rental units, and minorities. The detailed
sarzesing strategy and objectives for such special target groups
includes:

1. Special financiag with additional economic
incentives to give these groups a realistic
opportunity to participate.

2. Efforts to achieve participation levels by
target groups equal to or \greater than their
proportion of Edison's customers eligidle for
benefits.

3. Special incentive offers to owaers and
managers of rental units.

This 1s an ambitious bBut reasonadle ﬁian for reaching the
target markets. It analyzes these markets statisztically, identifies
disinceatives to overcome, and outlines various marketing strategies
and swecial outreach activities which ¢an be employed to make the
prograc benefits available 4o the target markets.

We will adopt Edison's proposals for targeting and outreach
efforts to achieve egquitable participation by low-income customers,
the elderly, minorities, landlords, and reaters. Its targeted

- 32 -
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outreach strategy is reasonable as is its plan to achieve maximum
effectiveness by using the services of community groups, lecal
governments, and other associations to deliver information to the
target group.

Edison will be oxdered to file, within 30 days of the
effective date of this order, a report detailing and explaining its
entire plan for promoting low-income participation  in RCFP and
RCS. 1In this report, Edison will be directed to provide an opportunity
for community-based organizations and private contractors to install |
eligible measures in low~income residences, and to receive credit
payments directly from Edison. This provision should be generally

consistent with similar efforts ordered for SoCal in D.82-09-062
(September 22, 1982).

City Proposal

We note with great interest the testimony of the City of
Santa Monica concerning its proposal to perform all RCS audits
within the c¢ity limits on behalf of Edison and SoCal. We agree with

City's witness, that this type of cooperative effort was clearly
encouraged by our statements in D.82-05-043. In that decision (at
mimeographed page 4) we stated:

"We believe that it is likewise appropriate £or SoCal

to enter into contracts with outside groups, whether

they be government agencies, communigty groups or private
firms, to provide RCS audits. Such contracts are desirable
under the circumstances permitted by ‘the CEC's Cal Plan

or as othexwise approved by the CEC, but only where they
result in no greater expenditure than SoCal would have
incurred to achieve the same estimated conservation through
its own RCS and WFCP efforts. Thus SoCal should take an
active role in seeking out and utilizing local government
and community resources. Circumstances under which these
resources should be used include:

a. Where local governments and communxty groups.
have direct access to a portion of the
population (linguistic, cultural, community)
not easily reached by the utility.
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b. Where local governments and community groups
can provide services at a level of training
and expertise comparable with utility capabdility.

Moreover, we expect SoCal to be prudent in its expenditures
on such activities."
The record indicates that the City proposal, if effectively implemented,
would produce acditional savings beyond those anticipated by a SCE
aucit because of reduced costs and the direct application of energy-
saving devices. As such, this Proposal demonstrates that local
goveraments, Or other locally based groups may be able to perfomm
RCS services in a manner which increases ratepayer savings. 7To be
certain, additional savings should occur if local governments, '

community groups or private firms offer to provide RCS audits at

lower cost than the utility. Therefore, we reiterate for the purposes

©f SCE the above policy statement as set forth in the cited SoCal
decision.

Findings of Fact

l. The major difference in sociétal benefits and societal
costs justifies extraord;nary efforts to achieve conservation by
taxpayers through tax credits, by utility conservation programs, and
by utility customers.

2. The major beneficiary of conservation is the utility
ratepayer through reduced revenue requirements brought about by
energy savings. .

3. NECPA of 1978 requires on-site energy use audits for
residential customers upon reguest.

4. NECPA allows for the individual states to file RCS State
Plans.

5. CEC is the lead agency for developing a alifornia RCS
State Plan. )

6. By A.61066, Edison requests authority to increase its
CLMABF to recover $8 9 million estimated expenses for its proposed
RCFP. '

7. By A.61066, Edison reguests authority to include RCFP as a
specified program for inclusion within the CLMAC.
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®
| 8. By A.61067, Edison requests authority to increase its
CLMARF to recover incremental 1982 expenses of $5.8 million for its
RCS program.
9. An adjustment to the CLMABRF is appropriate to recover all
reasonably incurred expenses associated with RCFP.
10. Many customers lack the reguisite financial resources to
make their homes more energy=-efficient. Full-cost loans will allow
targeted customers to participate in the progra.

1l. The appropriate interest rate for loans offered under
Edison's RCFP is 8%.
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12. It is appropriate to require that repayment of RCFP loans
vegina immediately, with a repayment period of up to 100 months.

13. Participating customer interest payments will partially

ffset Edison's ¢ost of providing financing.

14. The following measures, already determined to be cost-
effective, can qualify for 8% financing or cash inceantive payments
either with or without any energy audit: attic insulation,
weatherstripping, caulking, and duet wrap.

15. If shown cost-effective by an RCS audit, the following
neasures should also be eligidle for 8% financing or cash inceative
vayments: wall insulation, floor insulation, replacement energy-
efficient central air-conditioners, evaporative coolers, thermal
windows, whole house fans, heat pump water heaters, and ceantral heat
sunp replacements for electric resistance heating. Inceatives will
2lso be available to purchasers of qualified energy-efficient
refrigerators.

16. Staff's cash incentive levels are appropriate.

17. It is appropriate to require installation of all measures
in Pinding 14 as a condition for receiving utility-provided
coaservation financing loans; it is also appropriate to require
iustallation of the measures in Pinding 14 28 a condition for
receiving utility-provided conservation fipancing loans for <the
rezaining measures eligidble for financing.

18. ZIEligidility for refrigerator cash iacentives should be
liniteld %o refrigerators which exceed the ene efficiency of the
relevant "standard model" set forth in the CEC'i Appliance Efficiency

tandards by at least 20%.

19. The requirement of the iastallation of an air-conditioning
load=cyeling device could reduce customer participZEEQp and is
therefore inappropriate. AN

20. Loan limitations are appropriate to help control program
costs and easure eguitable allocation of program money among
potential RCFP participants.




A.61066, A.61067  ALJ/vdl/jn* ALJ/com/JEB

21. A financing 1imit per housing unit of $1,000 for the installation
of the measures in Finding 14, a total 1imit of $2,500 for installation
of all weatherization measures except a heat pump furnace, and $3,500 )
for all measures to the extent that they are found cost-effective by &
prior endrgy audit are appropriate. :

22. It is appropriate to give Edison the discretion to require a
1ien or other comparable form of security for RCFP loans in excess of
$1,500, and to require such security on loans in excess of $5,000.

23. It is appropriate to require repayment of the unpaid
balence of a RCFTP loan upon the sale or transfer of owaership of the
property on which the installation has been made, except in instances
of transfers 10 close relatives if the transferee assumes in writing
2l obligations regardiag the loan.

24. It is reasonabdle to require a minimum financing of $1§O, 2
minimum monthly payment of $5 and the credit criteria proposed by
Sdison.

25. The determination of appropriate marginal and/or avoided
costs is an issue in Edison's curreat (198%) general rate case,

— . h.61178. The RCFP proposed by Edison and the modifications proposed
by:the staff are cost-effective from the societal, utility's, °~

participant's, and nonparticipant’'s perspectives, using either or

both the staff's and/or Edison's marginal\or avoided cost methodoTBgy,__,

26. A marginal and/or avoided cost figure should not be adopted
.= this proceeding because the methodologies\used by staff and Edison
weve not been developed on this record.

27. Special efforts are necessary to gain ‘the participation of
Jow=4income customers in Edison's RCFP, and it is rg?sonable for
Edison to offer such customers larger cost-effective ¢credits as part

\\
of RCFP. .

28. Itiis reasonable for Edison's low-income RCFP credits to de
consistent with SoCal's low-income WFCP credits. ’

29. Edison's plans to achieve satisfactory levels of
participation by low-income, elderly, non-English-speaking persoas,
and reanters through special outreach efforts and coordination with
compunities, schools, churches, neighborhood organizations, and other
Zroups, are reasonable apd apnrogzggyg-ns podified.

. !
-

> o,

-
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. 30. Edison proposes to use a leveraged administrative trust for
funding RCFP. TUnless a favorabdle ruling on the tax exempt status is
received by November 1, 1982, Edison proposes 4o use a financing
subsidiary.

31. Edison's proposal to use a leveraged administrative truss
is not reasonadble.

2. Edison's alternative proposal to use a financing subsidiary
is fair and reasonabdle.

32. Lenders require as a condition for advance of the dedt
funds required that the CIMAC procedure and balancing account will
guarantee a debt service revenue over the life of the borrowings from
the lender, and the equity iavestmeat 4o provide a "cushioa" for the
debt service.

24. Edison's requested $8.9 million for first year funding for
its RCFP? is fair and reasonable.
%5. Zdison's proposed adjustments to the CLMABF are appropriate.
. 36. DBdison's RCFP as modified is reasonadle.
37. Revisions cufrently under coansideration by the CEC for the
RCS State Plan should result in 2 cimplified Class A audit with
reduced costs and may require less time to perform. Until

modifications in the RCS State Plan are made, RCS program costs
should Ye kept to a minimum.

58. Edison will not conduct any Class\a\audits this year.

39. Without conducting any Class B audits in 1982, Tdisoa's
funding requirement is reduced.

£0. D.9254¢ authorized Edison £8.1 million £Qr 1982 RCS
expenses. Edison has reduced its second and third juarter RCS

expenditures. Tunding for the dalance of 1982 shoula\be prorated on
2 moathly basis. A

N

41. City's RCS proposal is for informational purposes only.

42. Edison requested 1983 funding for its RCS program ia
A.61138.
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4%. Edison's f£iled RCS progran ac modified is reasonable.

44. A 100% inspection level of all RCFP installations is a
reasonable initial requirement to assure reliadle energy savinge, but
it is reasonable to reduce the inspection rate of coatractors who
develop proven records of proficiency.

Coaclusions of Law

1. Zdison should be authorized +to implement RCFP as deserided
in this decision and under the terms and conditions provided.

2. Edison should be authorized %o increase base rates by $8.9
million to cover costs of implementing RCFP.

3. 89,471,000 (an increage of $1,382,000) should be authorized
as & reasonable level of expenditures for Edison's RCE 4in 1982.

4. 2dison's RCS program conforms to mandatory features of the
RCS State Plan as approved by DOE.

5. RCFP should be integrated with and follow RCS procedures
wvherever appropriate.
' 6. RCFP is consistent with the purposes and requirements of
the NECPA and the Energy Security Act of 1980.

7. RCFP will not be anticompetitive in lending or other
relevant markets and will not violate *eq?ral or state antitrust laws

8. It is appropriate to account for, RCFP costs through CIMAC.

@. The RCS progran is mandated under NECPA, Energy Security
Act, DOE regulations, and the RCS State Plan\promulgated by CEC.

10. Edison is legally obligated under federal and state law to
8o forward with RCS.

11. This order should bYecome effective immediately to allow

Ddison to extend the benefits of RCFP aad RCS to arl it° gustomers as
guickly as possidle.

IT IS ORDERED that:

1. Southera California Edison Company (Edison) shall implement
a Residential Conservation Financing Program (RCFP) throughout its
service area in conformity with this decision.

- 37 -




A.61066, A.61067 ALJ/vdl/jn* ' ALT/al1t/JEB

2. Edison shall offer 8¢ finanéing or cash incentive payment
(CIP) either with or without a prior energy audit, for the following
residential energy conservation measures:
a. A%tic insulation.

b. Weatherstripping of all doors and windows
which lead to unheated or uncoolel areas
: (weatherstripping).

c. Caulking or sealing of major e¢racks and other
openings in buildings exterior and sealing of
wall outlets (ceulking).

d. Iasulation of accessidle heating and cooling
syster ducts which enter or leave unheated or
uncooled areas (duet wrap).

3. To the level found to be cost-effective in the course of a prior
energy audit, Edison shall provide 8% financing or CIP for the following
measures. Measures h and 1 shall be eligible for RCFP only in households
which are not served by natural gas.

a. Wall insulation.
b. Floor iasulation.

¢. Thermal and storm windows aad doors for the
exterior of dwellings.

Replacement of central zir-conditioners.
Evaporative coolers.

\
Precoolers for air-conditionidng condensers.
Whole house fa:n.

Replacement or retrofit of electric water
heater with a heat pump water heater.

Replacement of ceatral electric ﬁeat with a
central heat pump.

4. Edison shall provide CIP for qualttying energy-efficient

refrigerators, which are those which exceed the energy efficiéﬁty of the relevant
"standard model" set forth in the Appliance Efficiency Standards

promulgated
by the California Energy Commission by at least 20%.

by ———

5. ZEdison is suthorized to provide 8¢ financing or CIP sudject
to the following procedures and requirements:

a. For purposes of Edison's RCFP, "single-
Tamily"” residence shall include mobile homes
and residences with one to four units; .
"multifamily"” residences are those with five
units or more. Interior units in multi-
storied dbuildings do not qualify for wall,

floor, and ceilin Aasiulation loans or cash
incentives. -

!

'.- %o - |
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Bight percent losns or CIP payments shall be
aveilable to all owners of single-fanily and
multifanily residences. CIP shall be
available to all Edison residential
customers.

" To qualify for a loan applicant must have

peen an Edison customer for 12 months with no

shutoffe for 10 months prior to applying for
g loan.

All loans shall bear an interest rate of

Loan ceilings shall be imposed in the
following amounts:

(1) $1,000 for installation of all measures
in Ordering Paragraph 2.

(2) $750 for installation of attic
insulation alone.

(%) $250 for installation of the caulking,
weatherstripping, and duct wrap.

(4) $2,500 for the installation of the
remaining RCFP measures to the exteant
they are found cost-effective by a2 prior
energy sudit.

Repayment of loan amouats shall commence
immediately after issuance. The repayment
period shall be 100 monthe.

The minimum loan shall be $150 and shall
require a minimqm'mogﬁh;y repayment of ¥5.

Edison shall accept as security for RCFP loans in excess of

$5,000 any one of the following forms of security:
(1) A 1ien,

(2) An assignment of rents,
(3) A payment bond, or
(4) A 75% deposit of the outstanding loan.

Edison may require such security on loans above $1,500. =

N

"Bvery RCPP loan shall provide thut'igedxkéf"“‘"_""

dalance due on any RCFP loan shall de
repayable in full upon the sale or transfer

ol ownershig (other than an exempt transfer
a8 defined below) of the property on which

i ¢ . -

. .
* - . er iy ‘- C-
‘. .‘.-"'_»-”, -
%
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A

Transfers to close relatives, az defined, of
residences which have been weatherized under
RCFP shall bde exempt transfers not requiriag
repayment of the balance of any RCFP loan at
the time of such transfer if the trancferee
assumes in writing all obdligations of the
transferor regarding the loan. An exempt
transfer is defined as =z transfer to a
husband, wife, father, mother, grandfather,
grandmother, son, daughter, bdrother, sister,
including such relationships brought oa by
adoption or marriage, without limitation,
such ag stepmother, stepdaughter, daughter-in-
law, or mother-in=-law.

Edison shall monitor bid prices for the
installation of eligidble measures and shall
require that an additional bid be obtained by
g customer when a bid is not withia the
reasonabdble range known to Edison at the

time. All loan applications shall include a
notice advising zpplicant to obtain more than
one ®id and noting Edison's right to require

an additional bid before approving the
loan.

Por multifamily residences, RCFP loans shall
be availadle and loan ceilings imposed for
each dwelling uait to be weatherized.

Credits shall be paid to applicant in 2
gingle payment within 30 days following a

satisfactory inspection of %the installed
measures.

A reater's application for a &redit shall be
accompanied by a signed waiver\from the
property owaer releasing his cluim for

utility credits on those measur installed
on his property.

Edison shall advise all applicanté\for
eredits of the nature and extent to which
their state income %ax credit can be affected
by choosing this incentive. Y

\
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Edison shall provide increased RCFP %o
eligible low=-income customers, based on a
total average c¢redit of $502 for attic and
duet insulation, caulking, and
weatherstripping. TFor purposes of RCFP, a
"low=inconme" person shall be defined as any
person meeting the standards set by +he U.S.
Bureau of Labor Statistics for eligidility to
receive payments uander the TFederal Energy
Assistance Program. The low-income progran
shall coaform to the provisions of

Chapter XIV of the RCS State Plan.

Edison shall make available to all low-income
customers a $§200 credit for improvements to
the "building envelope," so long as such
improvements have been found cost=effective
in the course of 2 prior energy audit. A<
the election of 2 low-income participant,
Edison shall process his application for a
building eavelope ¢redit upon applicant's
furnishing Edison a c¢ash deposit receipt
identifying the purchase and stating the
actual price of the item. ZEdison shall then
directly pay the retailer up to the lesser of
either the actual price of materials for

building envelope repairs or the 8200
credit.

Bdison shall process the RCFP applications of
do-it-yourselfers upon being furnished with a
cash deposit receipt for eligiile measure
(Ordering Paragraphs 2 and 3) materials.

cash deposit receipt must speci

identify the material being pure

total price of that material. Eddson shall
finance only the lesser of either ne actual
price of the measure or the applicable
credit. The do-it=yourselfer chall Wave the
adbility to forgo this option in favor of
receiving the full amount of the applicabdble

credit upon installation and inspection of
the measure.

Edison shall not process second or subsequent
applications for a loan or credi%ts by the
same homeowzner uatil the curreat list of
first-time applicants has been processed.
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All work financed shall be installed in
accordance with Califoraia RCS standards and
by & state licensed contractor or the
customer.

Edison shall promptly inspect 211 do-it-
yourself weatherization work installed and
financed under RCFP and all work installed by
contractors who have not yet demonstrated
their proficiency. Edison shall develop
procedures to allow for the inspection of as
little as 20% of the work of coatractors who
have demonstrated their proficiency.

All work financed under RCFP shall be covered
by repair or replacement warranties equaling
or exceeding those required by the RCS State
Plan, iacluding a three-year manufacturer's
warraaty for free repair or replacemeant of
materiale and devices financed under the
program, but ineluding labor costs oanly for

the first year as provided in the RCS State
Plan.

ALl dwellings constructed prior to the
exfective date of this order will be eligible
to qualify for 8% loans and credi<ts.

No 8% loan or CIP shall be made by BEdison for
weatherization measures included in the
present progranm if installed afier

December %1, 1086.

6. Zdison shall use its best efforts to promote RCFP and RCS
anc achleve satisfactory levels of participagion in both programs £or’
its low~income, elderly, non=English~gspeaking, snd reater customers.
Within 70 days of the effective date of this drder, Edison shall file

port consistent with thisc decision detailiny and explaining its
ire plan for promoting low-income participatiaa in RCFP and RCS.

T. ZEdison is authorized to increase its CLMABR %o recover
Tirst year expenses of RCFP in the amount of £8.0 mill%oa. The
expenses can be accunulated as a specified program under Edizon's
CIMAC.

€. ZEdison is authorized to incorporate a Califorania
corporation as its subsidiary to undertake RCFP.

®
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9. Edison is authorized to projee¢t finance RCFP and to file
project letters and advice Jetters in accordance with General
Order 96=A to odbtain Commission approval of financial arrangements
between Edisén and its financing affiliate, and between the financing
sudbsidiary and lenders and to obtain Commission approval of
adjustments to the CIMAC. ZEdison's project financing shall be
subject to the following additional requirements:

a. Edison shall use its best efforts to achieve
an 80/20 debt-to-equity rotio for the
Tinanecing subsidiary. A ceiling of
150,000,000 shall be placed on the totel
capital (dedt and equity) to e provided
through the finaacing subsidiary over the
duration of RCFP. .

b. The rate of return on the equity investment
in the financing subsidiary shall equal
the return on equity authorized for Edison
) __1n its pending general rate case, A.61138%.

c. The CLMABF balancing account ghall not bé

- termineted so loug s RCFP borrowiugs remaisn
outstanding.

¢. Edison is authorized to assign RCFP-related
CLNABF revenues to the financiag
subsidiary.

10. To implement RCFP as authorized abovef\fdiion is authorized.‘
as of January 1, 1983, to accumulate RCFP expendigkres as a specified
program under Edison's CLMAC.

11. The subsidiary through Edison is authorized to recover 100%
of the dedt service in 2 timely maunner and undé}\gll circunstances
through the CIMABF tariff for all Commission-approved subsidiary
borrowings over the life of the borrowings.-

»

«\‘
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, 12. 7Por debt service only, Edison is authorized +o make changes
through advice letter filings for all Commission-approved sudsidiary
dYorrowings. Once a specific borrowing has been approved by project

ter and committed, subsequent hearings will not be initiated by
Comzission related to that specific borrowing.
This order is effective today.

Dated NOV 171982

y» &t San Prancisco, Califoraia.

We dissent on tha; portion of the JOH.\i' . dBRYSON
decision that auvthorizes Edison a ‘resident

return on its equity investment in RICHARD D GRAVELLE
the financing subsidiary equal to LIOMARD M. GRIMES, JR.
its 1983 return on equity. We believe VICTOR CALVO

that the return should be limited to PRISCILLA C. GREW
Edison's overall rate of return since Commissioniers

it is Edison's choice as to how it

raises funds to support the equity

portion of the subsidiaxy.

/s/ RICHARD D. GRAVELLE
. /s/ VICTOR CALVO
Commissioners




