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for City of San Diego; Kenneth Egel, for
City of Santa Monica; and Skip Daum, for
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OCPINION

By these c¢onsolidated applications Southern California Gas
Company (SoCal) seeks to adjust downward the Conservation Cost
Adjustment (CCA) component in its effective rates to fund its 1984
Residential Conservation Services (RCS) program (Application
(A.) 83-09-23) and to increase its CCA component to continue its
Weatherization Financing and Credits Program (WFCP) (A.83-00-26).
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Background

The National Energy Conservation Policy Act (NECPA) sets
out the requirements for utilities to carry out the state's
Residential Energy Conservation Plan. The United States Department
of Energy (DOE) issued rules to establish the state's RCS
requirements. The purpose of the RCS program is to encourage the
adoption of energy conserving practices and installation of energy
conservation measures in existing dwellings by the utilities’
residential customers.

The DCE presceridbed the contents of the state's RCS plan.
The Energy Resources Conservation and Developnent Commission (CEC)
was designated by the Governor as this state's agengy for development
and implementation of the California RCS State Plan (State Plan).
The State Plan was approved by DOE on December 29, 1980 and
implemented systemwide by SoCal on July 1, 19881.

Funding for 1987 RCS program was taken from general
conservation funds authorized in D.92497 dated December 5,1980.
D.82-02~135 dated February 17, 1982 authorized SoCal $12 million to
fund the 1982 RCS program through a dbalancing account. D.82-12-106
dated December 22, 1982 authorized an additional $3.9 million for
1983 RCS operations.

SoCal's WFCP was authorized by 0.82-02-135 dated
February 17, 1982 with all costs recovered through a CCA mechanism.
The WFCP program is scheduled to continue through December 31, 1986
unless amended or rescinded by this Commission. For 1982 SoCal
financed 18,176 loans and issued 2,622 rebates expending
$25,805,000. D.82-12-048 dated December 8,1982 approved a progran
budget of $50,564,000 for 1983. SoCal estimates 1983 expenses at
$60,189,000.

A duly noticed hearing was held November 7 and 8, 1983 at
Los Angeles. The case was subnmitted on oral argument. Closing
statements were made by Se¢Cal, the staff, and Edward Duncan, an
interested party, on his own behalf.
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Application 83-09-023

SoCal is requesting authorization to include $8,029,000 in
its rates to cover its 1984 CCA RCS program costs. This amount would
be recovered through the CCA and includes an estimated overcollection
in the CCA balancing account of $2,047,000 as of December 31, 1983.
SoCal states approval of its request will result in an annual rate

decrease of $7.838 million, a decrease of approximately 0.150 cents
per therm for the affected classes.

In addition to the rate adjustment, SoCal requests that (1)
the tariff sheets reflecting the requested changes be made effective
as of January 1, 1984, (2) a finding be made that it has attained its
goals for its RCS program to date, (3) a finding be made that program
expenses to date have been reasonable, and (4) approval of its plans
to terminate the RCS program after responding to requests for audits
generated by a final RCS notice mailed in 1984.
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Revenue Reguirement

Deliniation of the 1984 revenue requirement attached to the
application is as follows:

RCS Program Estimated Year 1984
Revenue Requirement

($000)

Item Expense
Advertising $ 500
Marketing & Communication

Labor, Rent, ete. 7,341
Class B Audits 1,175
Printed Material 926
Research 35
Computer Analysis/Data Processing 719
Audits & Coansumer Affairs 2,833
Santa Monic¢a Progranm 500
. Total Costs $ 8,029
Balancing Account 12/31/83 (2,047)
Subtotal ' 5,982
F&UE 1.668% 10Q
Total Revenue Requirement $ 6,082
Less Revenue € Present Rates ($13,920)
Excess Revenue ($7,838)

(Red Figure)
The total revenue requested is $6.082 million to cover
third year RCS ¢osts, including an estimated overcollection in the
CCA balancing account of $2.047 million as of December 37,1983. The

staff concludes that the request is reasonable and recommends it be
approved.

Cost Per Audit

The cost estimates for 1984 are based on SoCal's simplified
Class A audit, its Class B audit, and the 1984 expenses associated
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with the Santa Monica RCS program.l

SoCal states its simplified Class A audit uses a Core-
Optionalz/ list of measures for the purpose of recommending
installation devices. The core measures are evaluated without
physical measurements or computer analysis. The opﬁional measures

are evaluated through SoCal's Class B audit at the customer’s

request. The objective of the simplified Class A audit is wo
reduce the amount of time required to conduct the audit and thus

reduce CoOsts. i

SoCal began to implement the Class B or do-it-yourself
avdit in 1983. The Claés B audit was certified by the CEC
April 19, 1983 and has been offered to all single family customexs

since May, 1983.

17 In the Santa Monica x(5> program, Santa Monica nhas contracted
with SoCal -and Southern California Edison to perform audits
throughout the City of Santa Monica for a period of 14 months.
The City will perform audits and install conservation measures
in residences at no cost of the resident. The Santa Monica
program was approved by the CEC on June 29, 1983. This
Commission approved the contract by D.83-11-064 on November 23,
19830 e

The core-optional audit was developed by SoCal after
D.82-12-106 and the CEC adoption of Phase I amendments in the
State Plan. The core measures are caulking, ignition systems,
clock theremostats, wall and £loor insulation, ceiling and
attic insulacion, water heater insulation, low-flow showerheads
and dvet and pipe insulation. Optional measures included are
not in all instances cost-cffective.
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The application states that as of June 1, 1983, SoCal has
performed 35,924 Class A audits and orojects an additionmal 40,000
by December 31, 1$83. It anticipates 36,000 Class B audits will be
serformed by December 371, 1983. In its Application 83-09~23, SoCal
Gas reported an average cost per audit of $13% as of June, 1983,
but projected a reduction to $98 by the years end. At this time,
we will accept SoCal's projected cost per audit. However, we will
require the company to report its actual 1983 cost per audit to our
Energy Conservation Branch by Januvary 31, 1984. Any costs in
excess of $100 per audit shall be assigned to shareholders in the

next CCA application.

Goals for 1984 are 95,000 simplified Class A, 61,750

Class B and 11,500 Santa Monica audits.
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CcA Rates
SoCal proposes to decrease its rates to all retail
cuszomers, except electric usility generation and ammonia prodvcers
on a uniform 0.150 cent per-therm basis in conformance with the
rate design adopted in D.82-02-135. The proposed CCA calculation
rate is as follows:
CCA RATE
Incremental Decrease Cents Per Therm

M $7.838 - 5,027,565 M Therms = (0.150)

Persent Rate 0.267
Proposed Rate 0.117

Termination of RCS

The application states that NECPA requires final notices
about the availability of an RCS audit to be transmitted to
customers before January 1, 1985. SoCal states it plans to provide
£ull information on the program and the benefits offered by a
mailing to every eligible customer. Tt plans to terminate the
program as soon as responses to the final notice are processed.

Actually, the NECPA regulations are unclear. They

require each utility to inform each residential customer of the

program every two years before January 1, 1985. It is unclear
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whether this is a permissive or mandatory deadline. However, DOE

is planning to come out with a more concise interpretation of NECPA
regulations, which are anticipated to allow termination of the RCS
program.

it appears that by the end of 1984 SoCal'é RCS progran
will have served its purpose. Staff agrees, stating that the WFCP
accomplishes wost of what RCS is designed to accomplish. Further,
many households have been weatherized without par icipating in the
RCS program.

SoCal's termination proposal appears reasonable and
should be adopted. Aftér December 1984, SoCal, through its general
conservation program funding, should provide a generic or a do-it-

yourself audit, for customers who request an audit.
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With regard to the proposed budget and rates, the staff
szates SoCal should be authorized to collect the requested amount
st the requested rate. Staff supports its position by accepting
the projected 1983 cost per audit. Staff also points out that the
1984 cost per audit should be substantially less in'1983 and that
the goal of audits to be performed is reasonable.

Anplication 83-09-26

By this application SoCal requests authority to increase
the CCA component in its effective rates by 0.343 cents per-therm
to provide increased annual revenues of $17.873 millioué/ to
cover the third year of'its WFCP. All costs of the WFCP are
recovered through the CCA mechanism. The requested amount reflects
en estimated undercollection in the CCA of $14.253 million as of
Decemder 31, 1983 and results in an increcase of less than 1Z.

In addition to the revenue increase, SoCal requests (1)
that the changes be made effective as of January 1, 1984, (2) a
finding that SoCal has attained its WFCP goals, (3) approval of
several proposed changes, (4) any .approved changes be implemented
90 days after the decision's effective date, and (5) a £finding that
WFCP expenses to date have been reasonablé.

Derivation of the additiomal $17.873 million revenue

requirement is as follows:

3/ <The initilal app.ication requested $18.462 million which was
reduced at the public hearing to reflect SoCal's reduced 1984
WEFCP budget.
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Weatherization Financing
and Credits Progranm
Estimated Year 1684

Revenue Requirement

($000)

Item
Incentives

Loans
Interest Differential
Bad Debdt
Arrears on Principal
Return on Equity
Income Taxes
Rebates - Single Family
Multi-Family
Low Income Structural Repairs

Subtotal
Other Costs

Advertising

Marketing and Communications

Account Administration & Inspections
Low Income Program Administration

Subtotal

Total Costs
Balaneing Account - 12/31/83

Subtotal

Franchise Fees & Uncollectible
Expense € 1.668%

Total Revenue Requirement

Less Revenue at Present Rates

Additional Revenue Requirement
CCA Rates

Ineremental Increase:
M$17,873 - 5,207,655 Mth
Present Rate

Proposed Rate

Expenses
Debt

Service® Qther

1,092
1,196
17,333
1,838

2,100

$23,559

679
8,637
12,928

3,520
$25,764
$49,323

14,253
$63,576

1,060
64,636

(46,763)
$17,873

Cents Per Therm

0.343

1.24

These expenses are not included in Revenue Requirement, but
are shown for information purpeses. This procedure was

approved by D.82-02-135 (2/17/83).
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The application states the objective of the WFCP is to
encourage SoCal's single and multifamily residential customers to
install cost-effective energy conservation measures.

The WFCP offers customers a choice of either low interest
financing or c¢ash rebates for installation of 11 weatherization
measures. These financial incentives are to motivate customers to
install a variety of available energy conservation measures. SoCal
states that to date there has been a high level of customer
response. From September 1, 1962, through June 30, 1983, 27,452
loans and 55,144 rebates were issued. Prior to September 1, 1682
205,174 LCF loans were made. Currently there are 5,427 loans and
16,098 rebates in process. With the high customer interest to date
SeCal expects that the momentum shown during the first year of
operation will continue through 1984.

SoCal states that the contractor and Do-It-Yourself (DIY)
Retailer involvement in the WFCP also has been very favorable with
1,071 licensed contractors and 735 retallers participating as of
June 30, 1983.

The WFCP incentives provided to qualified residential
customers are:

Basic Improvements

Attic Insulation

Weather Stripping

Caulking

Water Heater Insulation Blankets
Low=flow Showerheads

Duet Wrap

Supplemental Improvements

Wall Insulation

Floor Insulation

Set=bac¢k Thermostat

Pipe Insulation

Intermittent Ignition Device

The Supplemental Improvements are eligible for incentives
only after installation of the Basic Improvements required for
qualification for c¢ash rebates or low interest financing.

-9 -
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Proposed Modificztions

SoCal proposes the following modifications to its WFCP

program in 1984:
irsc.lthe elimination of the RCS audit requirement to

qualify for rebates or financing £or floor insulatién, wall
insulation, intermittent ignition devices (IIDs), clock
thermostats, and pipe insulation. SoCal Gas It alleges that the
installation of these measures has been negatively impacted by the
RCS audit requirement as evidenced by the WFCP results. It states
the requirement of an RCS audit is not always understood by the
customer even though it-is explained on all WFCP application foxms.
Approximately one-fifth of the applications requesting rebates for
one or more of the supplemental improvements are rejected because
an audit recommending the item or items as being cost-cffective has
not been performed. It alleges that the audit requirement has also
hindered contractor activity, interfering with the ability of the
contractor to offer customers the necessary incentives To promote
the installation of supplemental improvements at the time they make
their sales calls.

Elimination of the audit rcquirémen: for wall insulation
is consistent with AB 2158 (Hayden) which as of 1/1/84 eliminates

the audit requirement for all wall insulations and, in electricall
q y
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neated homes, £loor insulation for tax credit eligibilicy Exempting
the four remaining "supplemental measures"” fromw the RCS audit
requirement would result in conflict with the CEC tax credit
program for conservation.

The RCS audit requirement should remain to comport with
tax rebate requirements. Conilicting eligibility requirements
can result in confusion already being experienced by the public,
as well as abuses of customers by contractors. Audits will scill
be required by the CEC for tax rebate eligibility for these
seasures. Thus, SoCal Gas would have to perform the audit prior to
installation as long as-current tax rebate eligibility require-
ments are in place, regardless of the WFCP audit requirements.

In addition, SoCal Gas would be responsible for informing
the public of program changes and the differing program eligibility
requirements. This would result in increased advertising/media
costs. :

Finally, the cost effectiveness of these measures is

often questionable and therefore should be evaluated on a case=by-

case basis. (For example, the coéé of set-back thermostats for
melti-family devices are twice the marginal cost of natural gas
(D.82-02-135, p. 61). In addition, staff is recommending phasing
out IID's from the program due to the declining cost-effectiveness
of this device. And as previously noted, AB 2158 does not exempt
floor insulation in gas heated homes from the RCS audit requirement
for tax rebate eligibility since it is not, in all cases, a cost-

effective measure.)
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Second, SoCal proposes to tighten the credit requirements
TO qualify for WFCP financing. The current requirement is that the
applicant be a customer for 12 months with no shut-offs for 10 months
prior to applying for a WFCP loan.

SoCal proposes that o qualify for WFCP financing the
following ¢onditions be met:

1. An applicant must have been a SoCal customer
at the installation address for a minimum of
12 months.

2. Within the last 12 months, the applicant nmust
not have received two "notices of
termination™ of gas service or one "urgent"
notice. Solal's experience with WFCP loans
has shown that customers who have received
these notices are more likely to default on

their loans.

The applicant must not be in arrears on an
.existing energy conservation loan from
SoCal.

. 4, For those owners of rental property applying
for financing whose residences are all
electric or are outside SoCal service

territory, an outside ¢redit check will be
performed.

SoCal states that implementation of the proposed
restrictions would have eliminated approximately 94% of the accounts
which have been written off and would have improved program results
with lower c¢osts.

The staff recommends adoption of SoCal's proposal stating
that it would lessen the burden on ratepayers while not reducing
progran participation. The staff also recommends that all applicants
who are rejected for the financing program for ¢redit reasons be
informed that they are eligible for rebates and may be eligible for
the low income participation portion of WFCP. No party took a
position on this staff proposal.
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SoCal also proposes that minimum installation requirements
for WFCP nmeasures be established to qualify for program rebates.
This modification would result in standards being set for all WFCP
measures similar t¢ the minimum square footage requirements which are
currently required for attic insulation and would assure the
participating customer enough energy savings to make the measures

cost-effective. The minimum standards as proposed both by SoCal and
the staff are as follows:

Measure Single Family Multifamily

Attie Insulation 600 sq.ft. 400 sq.ft.
wWall Insulation 400 sq.ft. 300 sq.ft.
Floor Insulation 600 sq.ft. 400 sq.ft.

Duct Wrap 25 lin.ft. 20 lin.ft.
Caulking/Weather-

stripping 20 lin.ft. 20 lin.ft.
Pipe Insulation 5 lin.ft. 5 lin.ft.

The R-value requirements for attic insulation would include
installing a minimum of R-11, insulating up to at least R-19, and not
exceeding R-26, as follows:

Existing Insulation Limit on Max. Addition

RO=-T R-19
R8~15 R=11
Re-164 0

Excluding pipe insulation, the minimum standards for single-

family residences are c¢onsistent with those of Southern California
Edison.

Staff states that caulking and weatherstripping should be
gounted as one measure for purposes of the minimum standards so that
any combination of caulking/weatherstripping that is 20 lineal feet
or greater would qualify for the rebate.
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1983 Goals

SoCal proposes to change its 1983 WFCP goals as follows:

Goals Filed
and Adopted
Measure A.82-06-19 Revision

ttic Insulation 91,000 91,000
Weatherstripping/Caulking 20,800 26,802
Water Heater Blanket 55,250 77,892
Low=flow Showerhead 75,940 168,930

Duet Wrap 6,100 5,668
Wall Iasulation 1,300 551
Floor Insulation 950 281
Set-back Thermostat 12,100 900
Pipe Insulation 1,150 67

11D 3,800 101

These figures include both single and multifamily
installations. The revised goals are based on recorded data through
June 1983 and estimated installations through December 1983. SoCal
states that the revision to the 1983 goals is based on a market
research study made t0 determine the impact of the so-called "Big
Three" requirements contained in D.83-03-039. The staff stated that

the 1983 modified goals are reasonable and should be approved.
1984 Goals

For 1984 SoCal has proposed the following WFCP
conservation goals:

Utility Proposed
Measures 1984 Goals

Attic Insulation 75,530
Weatherstripping/Caulking 20,800
Water Heater Blankets 55,250
Low=flow Showerheads 75,940
Duct Wrap 5,526
Wall Insulation - 637
Floor Imsulation 288
Set-back Thermostats 4,840
Pipe Irzsulation 73
IID 342
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1984 Budget
The proposed 1984 WFCP budget is as follows:

1984 WFCP Budget
(30007

Incentives
Loans $ 2,288
Credits

Single-family 15,503
Multifanily 1,144
Single=family LIPP 1,830
Multifamily LIPP 694

Structural Repairs
Single-family 840
Multifanmily 1,260
Subtotal $23,559
Other Costs

Advertising $ 679
Marketing & Communication 8,637
Acet. Adm. & Inspections 12,928
Low Income Program Adm. 3,520

Subtotal $25276M
Total $49,323

The staff states that SoCal's proposed 1984 goals are
reasonable. SoCal states, and the staff c¢concurs, that the reduction
in the attic insulation goal from the 1983 goal is because the attic
insulation market is approaching saturation. We will approve SoCal's
proposed 1984 goals. We will also adopt SoCal Gas' proposed 198%
budget as reasonable. We will also increase this budget by $300,000
to cover the cost of the staff proposal for modification of the LIPP
program. This will result in a LIPP administrative budget discussed

later in this decision of $3.820 million and a total WFCP budget of
$49.623 nillion.
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Finaneing Limits
SoCal reconmmended a uniform financing limit of 64 cents

per square foot for attic insulation. It also proposed a total
financing limit of $2,500 for the five supplemental measures and that
individual maximum dollar limits be established for each of these
measures. The limits proposed for other measures are:

Maxinmum Financed

Measure Amount ($)
Wall Insulation 1.C0 per sq.ft.
Floor Insulation 0.75 per sq.ft.
Set=back Thermostat

Heating/Cooling 200.00

Heating only 150.00
Pipe Imsulation 2.00 per lin.ft.
IDD 300.00

The staff has recommended the following financing limits:

Measure All Other Approved
. Attie Insulatiln Cellulose Insulation Material
Cents per sq.ft.)

Thermal Resistance Level

R-11 40 44
R=19 48 52
Floor Insulation
R=-11 or more SC (For all approved materials)
wWall Insulation
R-11 or more 80 (For all approved materials)

The staff re¢ommendation for attic insulation is consistent
with the limits set for Pacific Gas arnd Electric Company in D.82-04-015
dated April 6, 1983 and D.83-09-020.

The staff witness testified that it is possible that the
proposed finmancing limits will affec¢t SoCal's ability to achieve its
1984 goals. The staff stated its recommendations are for controlling
program costs and were not to indicate or dictate the markgt price
for installed measures. The staff alse endorsed the concept of
having the Commission adopt a mechanisn for adjusting financing

- 15 -
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levels if such adjustments are found to be appropriate. We conclude

that financing 1imits should be adopted for the purpese of
controlling costs. DBecause no specific mechanism for adjusting

financing levels was introduced, SoCal should submit 1ts
recommendation for consideration. The staff recommendation for
fipancing limits for floor and wall {nsulation and attic insulation
SoCal's recommendation for financing limits for set-

is reasonadble.
and IDDs are also reasonabdble.

back Lthermostats, pipe insulation,

Rebates
Rebate amounts were the only items of controversy consuming

most of the hearing time. For rebates, SoCal is proposing the

following:

Measure Single Family Multifamily
Attic Insulation $302 $136
Weatherstripping/Calking 19 9
weather Heater Blanket 8 5
Low=flow Snowerhead 21 21
Duct Wrap 106 85
wall Insulation 145 T2
Floor Insulation 128 64
Set-back Thermostat 36 18
Pipe Insulation 9 9

68 68

IDD
The staff recommended that the rebate amount for

showerheads in pultifamily units be changed from $21 to $15 or the
cost of the measure, whichever is less. The staff recommendation is
{ntended to bring the rebate amount more in 1ine with the cost of the
measure aad to prevent any abuse of the progran which may ocecur if
owners of large multifamily complexes buy large quantities of
sive low-flow showerheads, install them, and recelve a $21

t the expense of ratepayers.
pressed concern over the

inexpen
rebate and thereby make 3 profit a

The City of Santa Monica witness ex
dation for a reduction in the rebate amount. The

staff recoumen
revenues $0 Santa Monica

witness stated the proposal would reduce
under its contract with SoCal and Southern

California Edison Lo

- 16 =
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provide RCS services by $63,252 over the life of the contract. The

witness requested that Santa Monica be rcimbursed the $63,252 from
the RCS program account. SoCal Gas states it would like to see the
Santa Monica program proceed without further delay.

We agree. The Santa Monica Plan was 2 ye#rs in
development and negotiation. The funding agreement between the
City, SCE and SoCal Gas was reviewed and approved by the CPUC on
an Ex~-Parte basis in D.83-11-064, issued November 22, 1983. To
avoié adversely impacting the implementation of che Santa Monica
RCS érogram, the rebate amount for showerheads should remain at the
$21 level, which was in effect during the development and
negotiation of the program. Any contract negotiated hereafter
should be based on the revised rebate amount.

therwise, staff's proposal to reduce the rebate amount
for showerheads to $15, or the cost of the measure whichever is
less, in multi-family installations is recasonable.

The staff also recommended that rebate amounts for all
measures be limited so that rebate.applicants will receive the
sum of the maximum authorized rebate for the measures installed or

the sum of the cost of the measures installed, whichever is less.
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This recommendation is intended to prevent possible abuses where
customers, contractors, or owners of multi-family buildings could
attempt to obtain rebates in excess of the price paid for the

measures installed. We believe the staff proposal, though well

intentioned, is complicated and would be difficult to implement and

explain to customers. The proposal for minimum installation
standards should be sufficient to prevent abuses in the program.

Low Income Participation Program

SoCal's existing Low Income Participation Program (LIPP)
currently includes eligibility requirements for participation.
Staff proposes SoCal's eligibility criteria for LIPP be modified to
inclucde:

Elderly people - defined as those 60 and older

with incomes at 200% or less of federal proverty

guidelines. -

Disabled people with income at 200% or less of
federal proverty guidelines.
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Staff's proposal is consistent with those guidelines
esteblished in D.83-05-015 for Pacific Gas & Electric Company.

zaff has proposed that disability can be verified either

by a Center for Independent Living or by a physician. The staff's

proposals for qualifying for LIPP are reasonable. Disability
should be verified by a physician or a Center for Independent
Liviag as a pemmanent disability. Solal should advise the
Commission in an advice letter by March 31, 1984 of the standards
for disabled people which it will use for inclusion in the LIPP
program.

The staflf has.also recommended that the LIPP program be
podified to make available an additional $200 per unit for furnace
2ir handling modifications. The staff stated that contractors have
informed the staff that many furnaces in southern California draw
air from outside the building both for circulation and for
combustion. Staff states that heating cold outside air only once
is a very inefficient way to operate 2 forced air furnace and that
this practice substantially increase gas bills. The staff notes
+har such a design is contrary to the historical Federal Housing
Administration (FHA) standards and qualit& (enexgy efficient)
construction practices. Staff also points out that FHA requires,
and quality construction practices recommend that the air to be

heated be drawn from within the building.
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Staff proposes that $300,000 be added to the LIPP
structural repalir budget to perform these modifications. This will
inerease the additional 1984 revenue requirement to $18,173
million. No other parties took a position on this case. Staff's
proposal is reascnable. We do not contemplate addiﬁg addicional

zeasures to this program.

Other Staff Proposals

SoCal proQides rebates and loans for intermittent
ignition devices (1IDs) - Staff has proposcd that these rebates and
loans‘be terminated as of July 19835. Staff states that since July
1978, all new furnaces in California have been required ©o have
built-in IIDs. Therefore, as of July, 1985, any furnace not having

an IID will be at least seven years old. Staff states that the installation |

of an IID is very unlikely to be cost-effective in the reduced lifespan of the l
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furnace. The siaff recommendation to terminate rebates and loans for
IID's as of July 1985 is reasonable. SoCal will be instructed %o
remove this measure from WFCP effective July 1, 1985.

The staf? recommends that 1008 of all do-it-yourself jobs
eisher revated or financed by Sofal must bve inspected. Staif has
also recommended that if the measures are contractor-installed and if
che contractor achieves a 90% pass rate on inspections then the
inspection rate for that contractor can be dropped to 20% of all jodbs
performed. All assumpiions regarding energy savings and cost
erfectiveness apply only if the measure is in place and is properly
installed. The stasf proposal is reasonable.

Pinally, the staff has recommended that all measures except
for wall insulation insvalled as a result of both the rebate and loan
porsions of WPCP should continue to have a 3-year product warraniy
and 2 1-year labor warranty as set forth in D.82-02-135. The staff
also recommends that a 3-year product and labor warranty be required
on the installation of wall insulation. The staff witness stated
that +this labor warranty on wall insulation is necessary because of
the difficulity of the installation and the povential problems that
may oceur a8 a result. This recomméndation is reasonadble.

Discussion

SoCal states that the WFCP has been a success to date.
Based on therm savings per measure from its 1980 Residential
Conditional Demand Analysis, +the annual savings for the measures
installed for the period January 1 through June 30, 1983 are

,568,962 therms. The total measures installed where loan and rebate
2yments have issued are as follows:
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TOTAL CONSERVATION MEASURES INSTALLED

Sept=Dec* Jan=June Sept, 1982~
_1982  __1983  June, 1983

Attic Insulation 225,262%* 39,739 265,001%#
Weather stripping

Caulking 316 6,348 6,664
Water Heater Blanket 1,062 25,903 26,965
Low-flow Showerhead 585 30,316 30,901
Ju¢t Wrap gs 1,704 1,759
Wall Insulation 15 192 207
Floor Insulation 52 53
Set-back Thermostat 309 314
Pipe Insulation 20 20
IID Retrofit 48 48
Building Envelope Repair 505 505

* Implementation of the multifamily phase in December 1982
necessitated a system change in the method of counting
measures installed. The result is an adjustment of
previously reported data for 1982

. *# This includes 205,174 attic insulation measures installed and

financed through the LCF Program prior %o Septembder 1, 1982.

70 maximize further participation SoCal's plans include the
following programs:

1. Direct Sales - This is a self=-supporting
program designed to offer energy conservation
products to customers. It includes
¢ontractor-installed products and customer-
installed products.

Low Income Participation Plans (LIPP) - This
program is designed to achieve maximum
participation by low and fixed income
customers. Eligible customers' homes are
weatherized free of charge by participating
direct weatherization installers. Cash
rebates are paid directly %0 the installers
rather than the customers.
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Independent Contractors = Special promotional
support has been developed to aid independent
contractors. This includes a special
emphasis on the previously difficult
multifamily dwelling market.

Do-it-yourself Retailers (DIY) - SoCal
provides promotional support to DIY retallers
in the form of point-of-purchase displays and
materials, consumer information literature,
special promotions, and cooperative
advertising. Special efforts are to be made

to involve owners of multifamily units in the
DIY aspect of WFCP.

Conservation Industry Communications =
Industry members engaged in the sale and/or
installation of home weatherization
improvements are to de made aware of the WFCP
and the requirements for participation
through mailers, notices in trade

publications, group meetings and numerous one-
on=-one discussions.

Advertising Support - Television and
newspaper advertising t¢o create an awareness
of the WFCP This includes advertising in
various Spanish language media.

Consumer Information Support - Consumer
information literature that has been
developed 1is to be distributed through
SoCal's payment offices, at public
presentations made by SoCal personnel,
participating contractors, manufacturers,
distributors, and retailers. The literature
contains information on available
conservation measures and the various ways
customers c¢an participate in the WFCP.

As noted above, SoCal's RCS program began in 1980 and the
WFCP program in 1982. The results to date have been most
encouraging. As reported by SoCal the total c¢onservation measures
installed where loan and rebate payments have issued, the progranm is
working well.




A.83-09-23 et al. ALJ/md

Based ¢on the information presented in this proceeding and
the staff's analysis of the applications, we believe the requested
funding for the two programs should be granted. SoCal has well
planned support programs for both the RCS and the WFCP. The saving
effected should reduce participating ratepayers' bills and also
provide long term benefits to society.

The program changes authorized should be implemented
without delay. The requested March 31, 1984 implementation date is
ﬁnusually long considering the fact that the WFCP has been part of
SoCal's conservation program for over two years. Ac¢cordingly, the
changes authorized should be implemented no later than February 15
1984.

Because the rates should go into effect on January 1, 1984,
this order will be made effective today.

FPindings of Faet

1. The State RCS plan was approved by the United States DOE on
Decenber 29, 1980 and implemented systemwide by SoCal on July 1, 1981.

2. RCS funding for 1981 was taken from general conservation
funds authorized by D.92497.

3. SoCal was authorized $12 million for the 1982 RCS progranm
by D.82-02-135 to be recovered through a CCA mechanism.

4. During 1982 SoCal financed 18,176 loans and issued 2,622
rebates expending $25,805,000 in its WFCP.

5. The WFCP budget for 1983 as approved by D.82-12-048 was
$50,564,000. 1983 expenditures are estimated at $60,189,000.

6. As of December 31,1983 the RCS CCA balancing account will
have an estimated overcollection of $2,047,000.

7. SoCal requests authority to include $6,082,000 in its rates
to cover 1984 RCS program costs.

8. SoCal's request results in an annual revenue decrease of
$7.838 million, a decrease of approximately 0.150 cents per therm for
the affected classes. The proposed new rate Of $.00117 per therm is
necessary to support the 1984 RCS program.

- 22 =
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9. The 1984 cost estimates are based on performing
simplified Class A and Class B audits and expenses assoclated with
the City of Santa Momica RCS plan.

10. Performance of the simplified Class A and Class B audit
will reduce the 1984 estimated audit cost below theA$100 limit
escablished in D.82-12-106, and will be substantially less than the
1983 cost per audit.

11. SoCal proposes to reduce rates of all retail customers
except electric utilicy generation and ammonia producers by 2
uniform 0.150 cent per-therm.

12. SoCal’s RCS péogram expenses to date arc reasonable.
SoCal's 1984 proposed expenditures of $8,029,000 are necessary to
continue the RCS program and are reasonable.

14. In 1984 SoCal should submit to the Commission its
proposal for tg;minating the RCS program along with its plans for
providing conservation services to residential customers after
termination of the RCS program.

15. SoCal requests authority.to increase the CCA component in

its rates by 0.343 cents per-therm for all customers except

electric generation, cogeneration, and ammonia producers to provide

increased annual revenues by $17.873 million to fund its 1984

WFCP.
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16. The $17.873 million should be increased by $300,000 to
cover the cost of the staff proposal for modification of LIPP
forced air furnaces for a total increase of $18.173 million.

17. SoCal should be authorized to eliminate the requirement
that a8 RCS audit be performed in order for a customér to receive
financing or a rebate for wall insulation.

18. SoCal should be authorized to modify its WFCP credit
requirements as discussed herein. SoCal should inform all
applicants rejected for financing due to credit reasons that they
may be eligible for participation in other parts of the WFCP
program.

19. SoCal's proposed minimum installation requirements for
all WFCP measures are reasonable. Minimum installation
requirements sh@uld apply to both financing and rebates.

20. SoCal's modified 1983 goals for WFCP are rcasomable.

21 SoCal's WFCP expenses to date are reasonable.

22. SoCal's proposed 1984 goals for WFCP are reasonabdle.

23. Staff's proposed financing limits of 50 cents per sq.ft.
for floor insulation and 80 cents per sq.ft. for wall insulation
are reasonable. The staff's proposed finéncing limit for attie

insulation is reasonable.
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24. The financing limiis for set-back thermostats, pipe
insulation and IIDs as discussed here are reasonable. To the
extent these financing limits affect SoCal's ability to achieve its
stated 1983 goals, SoCal should inform the Commission in its
program reports. |

25. Staff proposal to reduce the redbate amount for
showerheads to $15 or purchase price, whichever is less in multi-
family installations is reasonable. The proposal to limic rebate
amounts to the lesser of rebate or actual cost of the measure
installed for the-remaining WFCP measures is not reasonable.

26. Staff proposai to modify the eligibility requirements for
varticipation in the LIPP program for elderly and disabled people

is reasonable.

27. Staff proposal to terminate the rebate and loan programs

Sor 1IDs effective July 1, 1985 is reasenable.

28. Staff proposal to require inspection on ali do-it-
yourself jobs waich are either rebated or financed is reasonable.
Staff recommendazion that if measures are contractor-installed and
rthe contractor achieves a 90% pass rate on inspections, then the
inspection rate for that contractor <¢an bé reduced to 20% of jobs

performed is reasonablie.
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29. Staff recommendation that all measures except wall
insulation should continue to have a threc«year product warranty and
a one=year labor warranty is reasonable.

30. Staff recommendation that a three-year product and labor
warranty be required on wall insulation installations is reasonsable.

31. Ihe return on common equity as authorized in Sofal's las+t
general rave case should be applied in the computation of the WRCP b”/’/
revenue requirement consistent with the provisions of D.82-02-13%5. '

32. The changes in rates and charges authorized by <his
decision are justified and are just and reasonadle.

Conclucions of Law

1. The increase in raves and charges authorized by this
decision is just and reasonadle; the present rates and charges,
insofar as they differ fror those authorized in this decision, are
for the future uajust and unrezsonabdle.

2. SoCal should be authorized to make the changes %o its RCS
and WZCP program as outlined in this dedision and under the terms and
considerations provided.

3. 88,029,000 should be authorized aos a reasonadle level of
SoCal's 19384 expenditures for continuation of i%s RCS progran.

4. An adjustment in SoCzl's RCS CCA component to its rates
from 0.267 cents per therm %o 0.117 cents per therm is just and
‘reasonabdle.

5. 849,627,000 should ve authorized as o reasonable level of
SoCal’s 1984 expenditures for continuation of its WFCP program with
appropriate adjustments to the WFCP CCA rate component.

6. CCA bdalancing account entries incurred in 1984 will be
subject to review by the staff at the next revision date.

7. SoCal, bears the burden of proof to explain and show the
reasonableness of all incurred expenses; Sailure t0 meet this burden
o proof will result in disallowance of the unjustified expense.
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8. SoCal should be required to file a report with our Energy
Conservation Branch by January 31, 1984 stating its actual 1983
costs per audit. Any costs in eoxcess of $100 per audit shall be

disallowed in the next CCA applicationm.
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IT IS ORDERED that:

1. On or after the effective date of this order Southern
California Gas Company is authorized to file revised rate schedules
in compliance with this decision and concurrently to cancel presently
effective schedules. Such filing shall comply with the provisions of
General Order 96-A. The effective date of the revised tariffs shall
be 5 days after filing but not defore January 1, 1984.

2. The RCS and WFCP programs shall fully comply with the
findings of fact set forth above.

-

3. All Progran changes ordered here shall be implemented by
February 15, 1984 and reported to the Commission staff by that date.
This order is effective today.

Dated December 20, 1683, at San Francisco, California. 4/’//

LEONARD M. GRIMES, JR.
President
VICTOR CALVOQ
PRISCILLA C. GREW
DONALD VIAL
WILLIAM T. BAGLEY
Commissioners
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Subject:

THE COMMISSION |
(Agenda Distribution)

Public Utilities Commmn—Scn Froncisco —= LEONARD M.
Pres;dent

Alterﬁate Pages for SoCal Gas' Residential Conservation Service
(RCS) and Weatherization Financing and Conservatmon Proqram
(WECP) Offsets (pb- 5-7. 10, 17-18, 23-24, 25)

The attached provides more detailed discussion of policy and
position of parties than presented in ALJ Banks' draft decision,
and clarifies the Commission's position with regard to the .

City Santa Monica (D.83-11-064) and the WFCP program (D.82-12-106).
Additional language modifies the ALJ's decision to ensure that
eligibility requirements for SoCal's WFCP are consistent with
those established by the California Enercy Commission for the

state conservat;on tax credzt.
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with the Sﬁnta Monica RCS program.1

SoCal states its simplified Class A audit uses a Core-
Optional2 list of measures for the purpose of recommending
installation devices. The core measures are evaluated without
physical measurements or computer analysis. The optional measures
are evaluated through SoCal's Class B audit at the customer's
request. The objective of the simplified Class/A audit is %o reduce
the amount of time required to conduct the audit and thus reduce
costs. a///

SoCal began to implement the Class B or do-it-yourself
audit ia 1983. The Class B audit was cegkified by the CEC April 19,
1683 and has been offered to 21l singlé’family customers since

May 1983.

The application states that as of June 1, 1983, SoCal has
performed 35,924 Class A audits auzaprojects an additional 40,000 by
December 31, 1983. It anticipates 36,000 Class B audits will be
performed by December 31, 1983,/ Goals for 1984 are 95,000 simplified
Class A, 61,750 Class B, and 71,500 Santa Monica audits. The average

cost per audit for 1983 is estimated at $97.83 in compliance with the
$100 limit estadblished in DL82-12-106.

! In the Saanta Monica RCS program, Santa Monica has contracted with
SoCal and Southern California Edison to perform audits throughout the
City of Santa Moniea for a period of 14 months. The City will
perform audits and install conservation measures in residences at no
cost to the resident/ The Santa Monica program was approved by the
CEC on June 29, 1983. This Commission approved the contract by
D.83=11-064 on Nov7mber 22, 1983.

2 Tpe core-optional audit was developed by SoCal after D.82-12-106
and the CEC adoption of Phase II amendments in the State Plan. The
core measures are caulking, ignition systems, clock thermostats, wall
and floor insulation, ceiling and atti¢ insulation, water heater
insulation, low-flow showerheads and duct and pipe insulation.
Optional measures included are not in all instances cost-effective.

-5 -
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CCA Rates
SoCal proposes to decrease its rates to all retail
customers, except electric utility generation and ammonia producers
on a uniform 0.15C cents per-therm basis in conformance with the rate
design adopted in D.82-02-135. The proposed CCA calculation rate is
as follows: '
CCA RATE

Lents Per Thern

Incremental Decrease
M $7.838 + 5,207,665 M Theérnms (0.150)
Present Rate 0.267
Proposed Rate 0.117

Termination of RCS

The application states that NECPA requires final notices
about the availability of an RCS/audit to be transmitted to customers
before January 1, 1985. SoCal states it plans to provide full
information on the program and the benefits offered by a mailing to
every eligible customer. It/plans to terminate the programs as soon
as responses to the final tice are processed.

It appears that by the end of 1984 SoCal's RCS program will
have served its purpose. / Staff agrees, stating that the WFCP
accozplishes most of wh?t RCS is designed to accomplish. Further,
many households have been weatherized without participating in the
RCS program and, as gﬁ&nted out by the staff, federal regulations do
not ¢ontemplate conginuing the program indefinitely.

SoCal's ;érmination proposal appears reasonable and should
be adopted. Aftep/December 1984, for customers who request an audit,
SoCal, through its general c¢onservation program funding, should
provide a generic or a do-it-yourself audit.
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Staff

With regard to the proposed budget and rates, the staff
states SoCal should be authorized to collect the requested amount at
the requested rate. Staff supports its position by pointing out that
the proposed cost per audit for 1984 is substantially less than in
1983 and that the goal of audits to be performed in 1984 is
reasonable.

Application 83=09=26 -
, . < :

By this application SoCal requesti/authority to increase
the CCA component in its effective rates by 0.343 cents per thern to
provide increased annual revenues of $1‘4%73 million3 to cover the
third year of its WFCP. All costs of/the WFCP are recovered through
the CCA mechanism. The requested‘?pount reflects an estimated
undercollection in the CCA of $14,/253 million as of December 31, 1983
and results in an increase of less than 1%.

In addition to the ré@enue inerease, SoCal requests
(1) that the changes be made /effective as of January 1, 1984, (2) a
finding that SoCal has attaflned its WFCP goals, (3) approval of
several proposed changes, /4) any approved changes be implemented 90
days after the decision's/;ffective date, and (5) a finding that WFCP
expenses to date have §F@n reasonable.

Derivation of the additional $17.873 million revenue

requirement is as follows:
/

3 The initial application requested $18.462 million which was

reduced at the public hearing to reflect SoCal's reduced 1984 WFCP
budget.

-7 -
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Proposed Modifiecations

To improve its WFCP program in 1984, SoCal proposes the
following modifications:

First, the elimination of the RCS audit requirement to
qualify for rebates or financing for floor insulatioﬁ; wall
insulation, intermittent ignition devices (IIDs),/¢lock thermostats,
and pipe insulation. It alleges that the insgfrlation of these
measures has been negatively impacted by the RCS audit requirement as
evidenced by the WFCP results. It states the requirement of an RCS
audit is not always understood by the cusﬁéﬁer even though it is
explained on all WFCP application forms./ Approximately one-fifth of
the applications requesting rebates rgy one or more of the
supplemental improvements are rejected because an audit recommending
the item or items as being cost-effective has not been performed. It
alleges that the audit requirement/has also hindered c¢ontractor
activity, interfering with the ability of the contractor to offer
customers the necessary incentivés to promote the installation of
supplemental improvements at the time they make their sales c¢alls.
The lag time ¢reated by the need for the RCS audit and the
interference that this may @éuse with ¢losing a sale has led
contractors to not incorporate the five supplemental improvements as
part of their sales package. SoCal states that in most instances RCS
audits are a formality as/they relate to these supplemental
izprovements. For exampie, in fourth quarter 1982 clock thermostats
and IIDs were found to pe cost-effective 100% of the time and wall
insulation was found tP be cost-effective 99.2% of the time. SoCal
concludes that the requirement of an RCS audit prior to installation
of these measures appéars to cause needless expense and delay in
performing installations.

The staff supports SoCal's proposal pointing out that its
elimination would result in greater market penetration for the items
‘in question. No other party took a position on this proposal.
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provide RCS services by $63,252 over the life of the contract. The
witness requested that Santa Monica be reimbursed the $63,252 from
the RCS program account. On ¢ross-examination the witness stated to
the effect that the contract provides for reimbursement at the
current rate authorized by this Commission at the time the redbate is
paid. It is not within the scope of this proceeding to consider the
modifications to its contract as requested by Santa Monica. Santa
Monica should be paid the rebate established for the WFgP progran.

Staff's proposal to reduce the rebate amount/ for
showerheacds to $15 in multi-family installations i;/;éasonable. The
proposal to limit rebates to the cost of the measure would appear to
introduce unwarranted complexities Into the rebd(e program, since the
adopted reduction will solve most problenms.

The staff also recommended that rebate amounts for all
measures be limited s¢ that rebate applicaﬂ%s will receive the lesser
of the sum of the maximum authorized rebiate for the measures
installed or the sum of the costs of tbé measures installed,
whichever is less. This recommendatidé is intended to prevent
possible abuses where customers, eonfractors, or owners of
oultifanily buildings could attempt/ to obtain rebates in excess of
the price paid for the measures %yétalled. We believe the staff
proposal, though well intentioned, is complicated and would be
difficult to implement and explain to customers. The proposal for
ninimum installation standards should be sufficient %o prevent abuses
in the programn.

Low Income Participation Program

SoCal's existi9é low income participation progran
(LIPP) currently includes eligibility requirements for
participation. Staff proposes SoCal's eligibility ceriteria
for LIPP be modified to include:

1. Elderly people - defined as those 60 and
older with incomes at 200% or less of federal
poverty guidelines.

2. Disabled people with incomes at 200% or less
of federal poverty guidelines.

- 17 -
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Staff's proposal is consistent with those guidelines
established in D-83-04-015 for Pacific Gas & Electric Company.

Staff has proposed that disability can be verified either
by a Center for Independent Living or by a physician. The staff's
proposals for qualirfying for LIPP are reasonable. Disability should
be verified by a physician or a Center for Independent Living as a
permanent disability. SoCal should advise the Commission in an
advice letter by March 31, 1984 of the standards for disabled people
which it will use for inclusion in the LIPP progran.

The staff has also recommended that the LIPP program be
modified to make available an additional $200 per unit fqr/furnace
air handling modifications. The staff stated that conf;;ctors have
informed the staff that many furnaces in Southern California draw air
from outside the building both for c¢irculation and for combustion.

taff states that heating cold outside air ondy once is a very
inefficient way to operate a forced air furnace and that this
practice substantially increases gas bil'él The staff notes that the
Federal Housing Administration (FHA) agéiires that air to be heated
be drawn from within the building. Staff proposes that $300,000 be
added to the LIPP structural repair/ budget to perform these
modifications. This will increase the additional 1984 revenue
requirement to $18.173 million./ No other parties took a position on
this case. Staff's proposal %s reasonable.

Other Staff Proposls

SoCal provides repates and loans for intermittent IIDs.

taff has proposed that these rebates and loans be terminated as of
July 1985. taff states/that since July 1978 all new furnaces in
California have bdeen rqduired to have built-in IIDs. Therefore, as
of July 1985 any furnace not having an IID will be at least seven
years old. Staff states that the installation of an IID Is very
unlikely to be cost-effective in the reduced lifespan of the
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9. The 1984 cost estimates are based on performing simplified
Class A and Class B audits and expenses associated with the City of
Santa Monica RCS plan. ,

10. Performance of the simplified Class A and Class B audit
will reduce the 7984 estimated audit cost below the $100 limit
established in D.82-12-106, and will be substantially less than the
1983 cost per audit.

11. SoCal proposes to reduce rates of all retail customers
except eleetric utility generation and ammenia produce;s by a unifornm

0.150 cents per thernm. r/,//

12. SoCal's proposal to terminate the RCS/p-an in December 1984
is reasonable. The WFCP accomplishes most of what the RCS progran
intended.

13. SoCal’'s RCS program expenses to,date are reasonable.
SoCal's 1984 proposed expenditures of $8,029,000 are necessary %o
continue the RCS program and are reasonabdle.

4. In 1984 SoCal should submif to the Commission its plans for
providing conservation services to residential customers after
termination of the RCS progranm. //r

15. SeCal requests authorifty to increase the CCA component in
its rates by 0.343 cents per tﬁérm for all customers except electric
generation, cogeneration, and/ammonia producers to provide increased
annual revenues by $17.873 9illion to fund its 1984 WFCP.

16. The $17.873 million should be increased by $300,000 to
cover the ¢ost of the staf@ proposal for modification of LIPP forced
air furnaces for a total,éncrease of $18.173 million.

17. SoCal should pé authorized to eliminate the requirement
that a RCS audit be pe:formed in order for a customer to receive
financing or a rebats/for floor insulation, wall insulation, IIDs
¢loeck thermostats, and pipe insulation.

18. SoCal should be authorized to modify its WFCP credit
requirements as discussed herein. SoCal should inform all applicants
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rejected for financing due to ¢redit reasons that they may be
eligible for participation in other parts of the WFCP progran.

19. SoCal's proposed minimum installation requirements for all
WFCP measures are reasonable. Minimum installation requiréﬁents
should apply to both financing and rebates.

20. SoCal's modified 1983 goals for WFCP are reasonable.

21. SoCal's WFCP expenses to date are reasonable.

22. SoCal's proposed 1984 goals for WFCP /;e reasonable.

23. Staff's proposed financing limits of 50 cents per sq.ft.
for floor insulation and 80 cents per sq.fv( for wall insulation are
reasonable. The staff's proposed finaneing limit for attie
insulation is reasonable.

24. The financing limits for set~back thermostats, pipe
insulation and IIDs as discussed heae are reasonable. To the extent
these financing limits affect SoCal's ability to achieve its stated
1983 goals, SoCal should infornm gﬂ% Commission in its program reports.

25. Staff proposal to reduce the rebate amount for showerheads
£0 $15 in multifamily installatéons is reasonable. The proposal to
limit rebate amounts to the gost of the measure installed is not
reasonable. With the exception of showerheads in multifamily
installation, SoCal's rebate recommendations are reasonable.

26. Starff proposal gé nodify the eligibility requirements for
participation in the LIP?’program for elderly and disadled people is
reasonable. /

27. Staff proposii to terminate the rebate and loan progran for
IIDs effective July 1; 1985 is reasonable.

28. Staff proadsal to0 require inspection on all do-it-yourselfl
jobs which are either rebated or financed is reasonable. Staff
recommendation tndﬁ if measures are c¢ontractor-installed and the
contractor achieves a 90% pass rate on inspections, then the
inspection rate for that contractor c¢an be reduced to 20% of jobs
performed is reasonabdle.
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29. Staff recommendation that all measures except wall
insulation should continue to have a three-year product warranty and
a one=year labor warranty is reasonable.

30. Staff recommendation that a three-year product and labor
warranty bYe required on wall insulation installations is reasonable.

31. The return on conmon equity as authoﬁ&zed in SoCal's last
general rate case should be applied in the ;@mputation of the SFCP
revenue requirement consistent with the ayévisions of D.82-02-135.

32. The changes in rates and charges authorized by this
decision are justified and are just aqd'reasonable.

Conclusions of Law

1. The increase in rates aangharges authorized by this
decision is Jjust and reasonable; pﬂe present rates and c¢harges,
iasofar as they differ from tho;é authorized in this decision, are
for the future unjust and unregéonable.

2. SoCal should be authorized to make the changes to its RCS

and WFCP program as outlinedjin this decision and under the terms and
considerations provided. |

3. $8,029,000 shoul@ be authorized as a reasonable level of
SoCal's 1984 expenditure;ffor continuation of its RCS progranm.

4. An adjustment in SoCal's RCS CCA component to its rates
from 0.267 cents per therm to 0.117 cents per therm is just and
reasonable. ./

5. $49,623,000 /should be authorized as a reasconable level of
SoCal's 1984 expendiﬁures for continuation of its WFCP program with
appropriate adjustmghts to the WFCP CCA rate component.

6. CCA balancing account entries incurred in 1984 will be
subject to review;by the staff at the next revision date.

7. SoCal béars the burden of proof to explain and show the
reasonableness oﬁ\all incurred expenses; failure t¢ meet this burden
of proof will result in disallowance of the unjustified expense.
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with the Santa Monica RCS program.lj

SoCal states its simplified Class A audit uses a Core=-
Optionalzj list of measures for the purpose ¢of recommending
installation devices. The core measures are evaluated without
physical measurements or computer analysis. The optional measures
are evaluated through SoCal's Class B audit at the customer's
request. The objective of the simplified Class A audit is to
reduce the amount of time required to cowduct the audit and thus
reduce COSTS.

SoCal began to implement’ the Class B or do-it-yourself
audit in 1983. The Class B audit was certified by the CEC
April 19, 1983 and has been joffered to all single family customers

since May, 1983.

17 In the Santa Monica RCS program, Santa Monica has contracted
with SoCal and Solithernm Califormia Edison to perform audits
throughout the City of Santa Monica for a period of 14 months.
The City will perform audits and install comservation measures

in residences/at no cost of the resident. The Santa Monica
program was approved by the CEC on June 29, 1983. This
Commission approved the contract by D.83-11-064 on November 23,
1983.

The core?optional audit was developed by SoCal after
D.82-12-106 and the CEC adoption of Phase 11 amendments in the
State PYan. The core measures are caulking, ignition systems,
clock theremostats, wall and floor insulation, ceiling and
attic/insulation, water heater imsulation, low-flow showerheads
and duct and pipe insulation. Optional measures included are
not in all instances cost-effective. .
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The application states that as of June 1, 1983, SoCal has
performed 35,924 Class A audits and projects an additional 40,000
by December 31, 1983. It anticipates 36,000 Class B audits will be
perfofied by December 31, 1983. In its Application 83-09-23, SoCal
Gas reported an average cost per audit of $131 as of June, 1983,
but projected a reduction to $98 by the years end. At this time,
we will accept SoCal's projected cost per audio{//ﬂowever, we will
require the company to report its actual 1983 cost per audit to our
Energy Conservation Branch by January 3V, 1984, Any costs in
excess of $100 per audit shall be assigned to shareholders in the
next CCA application.

Goals for 1984 are 95,000 simplified Class A, 61,750

Class B and 11,500 Santa Monica audits.
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CCA Rates
SoCal proposes to decrease its rates to all retail

customers, except electric utility generation and mronia producers
on a uvniform 0.150 cent per-therm basis in conformance with the
rate design adopted in D.82-02-135. The proposed CCA calculation

rate is as follows:

CCA RATE
Incremental Decrease Cents Per Therm
M $7.838 - 5,027,665 M Therms = (0.150)
Persent Rate 0.267

Proposed Rate 0.117

Termination/of RCS

/
The application states that NECPA requires final notices

about the availabf{;ty of an RCS audit to be transmitted to

customers before/ January 1, 1985. SoCal states it plans to provide
full information on the program and the benefits offered by a
mailing to every eligible customer. It plans to terminate the
program as soon as responses to the final notice are processed.
Actually, the NECPA regulations are unclear. They"
require each utility to inform each residential customer of the

program every two years before January 1, 1985. It is unclear
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whether this is a permissive or mandatory deadline. However, DOE
is planning to come out with a more concise interpretation of NECPA
regulations, which are anticipated to allow termination of the RCS
progranm.

It appears that by the end of 1984 SoCal's RCS program
will have served its purpose. Staff agrees, stating that EpewWFCP
accomplishes most of what RCS is designed to accomplishf’xfuxther,
nany households have been weatherized without participating in the
RCS progran.

SoCal's termination proposal appears reasonable and
should be adopted. After December/}&&&, SoCal, through its general
conservation program funding, saguld provide a generic or a do-it-

yourself audit, for customers who request an audit.
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Staff
With regard to the proposed budget and rates, the staff
states SoCal should be authorized to collect the requested amount
at the requested rate. Staff supports its position by accepting
the projected 1983 cost per audit. Staff also points out that the
1984 cost per audit should be substantially lesif;n~1983 and that

the goal of audits to be performed is reasonable.

Application 83-09-26

By this application SoCal”requests authority to increase
the CCA component in its effective rates by 0.343 cents per-therm
to provide increased annual’revenues of $17.873 millioné/ to
cover the third year of/its WFCP. All costs of the WFCP are
recovered through the CCA mechanism. The requested amount reflects
an estimated underégllection in the CCA of $14.253 million as of
December 31, 1983 and results in an increase of less than 1X.

In/addition to the revenue increase, SoCal requests (1)
that the ch#gges be made effective as of January 1, 1984, (2) a
finding thaé SoCal has attained its WFCP goals, (3) approval of
several proposed changes, (4) any approved changes be implemented
90 days after the decision's effective date, and (5) a finding that
WFCP expenses to date have been reasonable.

Derivation of the additiomal $17.873 million revenue

requirement is as follows:

3/ 1he initial application requested $18.462 million which was
reduced at the public hearing to reflect SoCal's reduced 1984

WECP budget.
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Proposed Modifications

SoCal proposes the following modifications to its WFCP
program in 1984:

First,.the elimination of the RCS audit requirement to
qualify for rebates or finamncing for floor insulation, wall
insulation, intermittent ignition devices (IIDs), clock
thermostats, and pipe insulation. SoCal Gas It al}eg€§ that the

installation of these measures has been negig;wély impacted by the

RCS audit requirement as evidenced bytjiﬁ/WFCP results. It states

the requirement of an RCS audit is not always understood by the
customer even though it is explained on all WFCP application forms.
Approximately one-fifth of the applications requesting rebates for
one or more of the supplemenzéiaimprovements are rejected because
an audit recommending the/item or items as being cost-effective has
not been performed. It/alleges that the audit requirement has also
hindered contractor &tivity, interfering with the ability of the
contractor to offer customers the necessary incentives to promote
the installation /0f supplemental improvements at the time they make
their sales calls.

Elim}nation of the audit requirement for wall insulation
is consistent with AB 2158 (Hayden) which as of 1/1/84 eliminates

the audit requirement for all wall insulations and, in electrically
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heated homes, floor insulation for tax credit eligibility Exempting
the four remaining "supplemental measures” from the RCS audit
requirement would result in conflict with the CEC tax credit
program for conservation.

The RCS audit requirement should remain to comport with

-’

tax rebate requirements. Conflicting eligibility’?équirements

can result in confusion already being experfg;:;d by the publie,

as well as abuses of customers by contractors. Audits will still
be required by the CEC for tax rebate eligibility for these
measures. Thus, SoCal Gas woniglhave to perform the audit prior to
installation as long as current tax rebate eligibility require-
ments are in place, regardless of the WFCP audit requirements.

In addition, SoCal Gas would be responsible for informing
the public of program changes and the differing program eligibility
requirements. /This would result in increased advertising/media
costs.

//Finally. the cost effectiveness of these measures is
often gpgstionable and therefore should be evaluated on a case=by-
case bésis. (For example, the cost of set-back thermostats for
multi;family devices are twice the marginal cost of mnatural gas
(D.82-02-135, p. 61). In addition, staff is recommending phasing
out IID's from the program due to the declining cost-effectiveness
of this device. And as previously noted, AB 2158 does not exempt
floor insulation in gas heated homes from the RCS audit requirement
for tax rebate eligibility since it is not, in all cases, a cost-

effective measure.)
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provide RCS services by $63,252 over the life of the contract. The
witness requested that Santa Monica be reimbursed the $63,252 from
the RCS program account. SoCal Gas states it would like to see the
Santa Monica program proceed without further delay.

We agree. The Santa Monica Plan was 2 years in
development and negotiation. The funding agreemen:fﬁgéween the
City, SCE and SoCal Gas was reviewed and approved by the CPUC on
an Ex-Parte basis in D.83-11-064, issued November 22, 1983. To
avoid adversely impacting the implementation of the Santa Monica
RCS program, the rebate amount for showerheads should remain at the
$21 level, which was in effect/during the development and
negotiation of the program./ Any contract negotiated hereafter
should be based on the revised rebate amount.

Otherwise, ;staff's proposal to reduce the rebate amount
for showerheads to/$15, or the cost of the measure whichever is
less, in multi~family installations is reasonable.

The/staff also recommended that rebate amounts for all
measures be/limited so that rebate applicants will receive the
sun of E?e maximum authorized rebate for the measures installed or

the sum of the cost of the measures installed, whichever is less.
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This recommendation is intended to prevent possible abuses where
customers, contractors, or owners of multi-family buildings could
attempt to obtain rebates in excess of the price paid for the
measures installed. We believe the staff proposal, though well
inteﬁtioned, is complicated and would be difficult to implement and

explain to customers. The proposal for minimum installation

standards should be sufficient to prevenz’g;;ses in the program.

Low Income Participation Program

d

SoCal's existing Low Income Participation Program (LIPP)
currently includes eligibility requirements for participation.
Staff proposes SoCal's gymgibility criteria for LIPP be modified to
inelude: /

», :
1. Elderly people - defined as those 60 and older
with incomes at 200% or less of federal proverty
guidi}ines.

Disabled people with income at 200% or less of
federal proverty guidelines.
/
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Staff's proposal is consistent with those guidelines
established in D.83-05-015 for Pacific Gas & Electric Company.

staff has proposed that disability can be verified either
by a Center for Independent Living or by a physician. The staff's
proposals for qualifying for LIPP are reasonable. Disability
should be verified by a physician or a Centg:ffgr Independent
Living as a permanent disability. SoCalféQ;uld advise the
Commission in an advice letter by March 31, 1984 of the standards
for disabled people which it will“use for inclusion in the LIPP

program.

The staff has ?}so recoumended that the LIPP program be

nodified to make available an additional $200 per unit for: furnace
air handling modifications. The staff stated that contractors have
informed the staff /that many furnaces in southern California draw
air from outside/the building both for circulation and for
combustion. Staff states that heating cold outside air only once
is a very inefficient way to operate a forced air furnace and that
this practice substantially increase gas bills. The staff notes
that such a design is contrary to the historical Federal Housing
Administration (FHA) standards and quality (energy efficient)
construction practices. Staff also points out that FHA requires,
and quality comstruction practices recommend that the air to be

heated be drawn from within the building.
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Staff proposes that $300,000 be added to the LIPP
structural repair budget to perform these modifications. This will
inecrease the additional 1984 revenue requirement to $18,173
million. No other parties took a position on this case. Staff's
proposal is reasomable. We do not contemplate adding additional

measures to this program.

-~
o

Other Staff Proposals r//////
SoCal provides rebates and Ioans for intermittent

ignition devices (IIDs). Staff has proposed that these rebates and

loans be terminated as of Ju%;71985. Staff states that since July
1978, all new furnaces in California have been required to have
built-in IIDs. Therefore/, as of July, 1985, any furnace not having
an IID will be at least seven years old. Staff states that the
installation of an/}ID is very unlikely to be cost-effective in the

reduced lifespan of the
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furnace. The staff recommendation to terminate rebates and loans for
IID's as of July 1985 is reasonadble. SoCal will be instructed to
remove this measure from WFCP effective July 1, 1985.

The staff recommends that 100% of all do-it-yourselfl jobs
either rebated or financed by ScCal must be inspected. Staff has
also recommended that if the measures are contractor-installed and 17
the c¢ontractor achieves a 90% pass rate on inspections then the
inspection rate for that contrac¢tor can be dropped to 20% of all Jjobs
performed. All assumptions regarding energy savings and cost
effectiveness apply only if the measure is ipfﬁiace and is properly
installed. The staff proposal is reasogipig.

Finally, the staff has recogménded that all measures except
for wall insulation installed as a pésult of both the rebate and loan
portions of SFCP should continue A£0 have a 3-year product warranty
and a l-year labor warranty gﬁ/ég: forth in D.82-02-135. The staff
also recommends that a 3-y€§r product and labor warranty be required
on the installation of wall insulation. The staff witness stated

that this labor warranty on wall insulation is necessary because of
the difficulty of the/installation and the potential prodlems that
may occur as a resuYt. This recommendation is reasonable.

Discussion

SoCal/étates that the WFCP has been a success to date.
Based on therqﬂﬁavingS'per measure from its 1980 Residential
Conditional Démand Analysis, the annual savings for the measures
installed fgé the period January 1 through June 30, 1983 are

6,568,962 therms. The total measures installed where loan and rebdate
payments have issued are as follows:
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9. The 1984 cost estimates are based on performing
simplified Class A and Class B audits and expenses associated with
the City of Santa Monica RCS plan.

10. Performance of the simplified Class A and Class B audit
will reduce the 1984 estimated audit cost be&pwfthé $100 limit
established in D.82-12-106, and will bg/sdsgtancially less than the
1983 cost per audit.

11. SoCal proposes to reduce rates of all retail customers
except electric utility generation and ammonia producers by a
uniform 0.150 cent per—tﬁ:rm.

12. SoCal's RCS program expenses to date are reasonable.

SoCal's 1984 proposed expenditures of $8,029,000 are necessary to

y
continue the RCS program and are reasonable.

14. In 1984 SoCal should submit to the Commission its
proposal for terminating the RCS program along with its plans for
providing conservation services to residential customers after
termination of the RCS program.

15. SoCal requests authority to increase the CCA component in
its rates by 0.343 cents per-therm for all customers except
electric generation, cogeneration, and ammonia producers to provide
increased annual revenues by $17.873 million to fund its 1984

WFCP.
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16. The $17.873 million should be increased by $300,000 to
cover the cost of the staff proposal for modification of LIPP
forced air furnaces for a total increase of $18.173 million.

17. SoCal should be authorized to eliminate the requirement
that a RCS audit be performed in order for a customer to receive
financing or a rebate for wall insulation. o

18. SoCal should be authorized to modify its”WFCP credit
requirements as discussed herein. SoCal should inform all
applicants rejected for financing due to”credit reasons that they
may be eligible for participation in”other parts of the WFCP
program. '

19. SoCal's proposed minimum installation requirements for
all WFCP measures are reasonable. Minimum installation
requirements should apply to both financing and rebates.

20. SoCal's mod{fied 1983 goals for WFCP are reasonable.

21 SoCal's WFCP expenses to date are reasonable.

22. SoCal's’ proposed 1984 goals for WFCP are reasonable.

23. Staff's proposed financing limits of 50 cents per sq.ft.

for floor indé;ation and 80 cents per sq.ft. for wall insulation

are reasogﬁble. The staff's proposed financing limit for attic

. . Lo,
insulation is reasonable.
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24. The financing limiis for set-back thermostats, pipe
insulation and IIDs as discussed here are reasonable. To the
extent these financing limits affect SoCal's ability to achieve its
stated 1983 goals, SoCal should inform the Commission in its
program reports. g

25. Staff proposal to reduce the rebate amount for
showerheads to $15 or purchase priceq whichever is less in multi-
family installations is reasonable. The proposal to limit rebate

anounts to the lesser of rebate or actual cost of the measure

installed for the remaining WFCP measures is not reasonable.

26. Staff prop;§51 to modify the eligibility requirements for

participation in the” LIPP program for elderly and disabled people
is reasonable.

27. Staff/ proposal to terminate the rebate and loan programs
for IIDs effective July 1, 1985 is reasonable.

28. aff proposal to require inspection on all do-it-
yourself /fobs which are either rebated or financed is reasonable.
Staff recommendation that if measures are contractor-installed and
the c§£tractor achieves a 90% pass rate on inspections, then the
inspéctiou rate for that contractor can be reduced to 20% of jobs

performed is reasonable.
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29. Staff recommendation that all measures except wall
insulation should continue to have a three-year product warranty
and a one-year labor warranty is reasonable.

30. Staff recommendation that a three-year product and labor
warr;nty be required on wall insulation ins;allﬁgions is

reasonable.

31. The return on common equity as authorized in SoCal's last

general rate case should be apﬁiied in the computation of the SFCP
revenue requirement cons{stént with the provisions of D.82-02-135.

32. The changesfrdfrates and charges authorized by this
decision are justified and are just and reasonable.

’/
Conclusions of Law

M
/

1. The imcrease in rates and charges authorized by this
/

decision is,j%st and reasonable; the present rates and charges,
/

infofar agffhey differ from those authorized in this decision, are
for the fﬁture unjust and unreasonable.

2; SoCal should be authorized to make the changes to its RCS
and WFCP program as outlined in this decision and under the terms
and considerations provided.

3. 68,029,000 should be authorized as a reasonable level of

SoCal's 1984 expenditures for continuation of its RCS program.
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8. SoCal should be required to file a report with our Enexgy
Conservation Branch by January 31, 1984 stating its actual 1983
costs per audit. Any costs in excess of $100 per audit shall be

disallowed in the mext CCA application.
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IT IS ORDERED that:

1. On or after the effective date of this order Southern
California Gas Company is authorized to file revised rate sc¢hedules
in compliance with this decision and concurrently to cancel presently
effective schedules. Such filing shall cqmpi§ with the provisions of
General Order 96-A. The effective dappfof the revised tariffs shall
be 5 days after filing but not be{gr@/January 1, 1984,

2. The RCS and WFCP programs shall fully conply with the
findings of fact set forth apoée.

3. All Program chaqgéé ordered here shall be implemented by
February 15, 1984 and rgﬁérted to the Commission staff by that date.

This order is effective today.
Dated DEC 2 0 1983 y at San Franesico, California.

LEONARD M. GRIMES, JR.
Presidexnt
VICTIOR CALTO
PRISCILLA C. GREW
DONALD VIAL
WILLIAM T. BAGLEY
Commissioners




