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BEFORE ~ PT..i'BLIC 'OTILlnES -COMMISsIoN- OF TB:E STATE OF CAlIFORNIA 

, Malco-Im ·R;' 'FurbUsh;- ~()bert 'Ohlbach', :alid" '-Kemi£:' !t~ .. ~, ~ ,::, .' .. \' ...... 
- .,. . - Kubitz;: Att,orneys. at~ .Law,'· for: Pacifi-e =Gas':and- '. .. .... ~ .. 
.. Elect;r:ie Cot!l~Y., applicant., .. _ ." ". ". ' .. , 
. Jo1mChandlev,'Attorn~ at Law,' for Ca11.for:li:a -, .. 

. Energy CO=zmission- (ERCDC), intervenor~ :-:-- :,~ , , 
Brobeck, Phleger & Harrison, by Gordon ,E~ Dayis_.,. . " 

.and William H .. Booth, Attorneys at Law,.:::,for.,-.~:"'::,. ~ .... :, .. - .. --,.::. 
California. Hanufacturers. Association,;,: John Paul 
Fischer, Attorney at Law, and Edward. Mi'izek, 
for· City of Palo- 'Alt¢-; Rollin:E: Woodbury,: . ,.'u .. 

Rober:t J~ cahall,-William. E.., Marx, Robert H .. ' ': ... : 
Barnes, and Richard K. Durant, Attorneys at law, 
for Southern Glifornl.a tal-son Company;· Gordon ,.': .. 
Pearce and. Vincent· P., Master~ ·Jr., Atto-rneys: .,.:" 
at Law, for san Diego Gas ec.Llectric Company; 
Robert S~rtus, Attorney:at Law, and Sylvia"M> . 
Sl.cr2:el, £Or TUR..~" ,consumer Federation. of '. -... 
calitornia, San Francisco Consumer Action~ ~ 
CO:lS'Umers' Coop of, Berkeley~' and:: ResIdential' '. 
Consumers;· Clara R., Redwine, for· Bakke, .,.~ 
Engineering; -Rov AIeer, Attorney at Law~ and 
John Gee'srrtan,· for california Citizen": Action: 

.' ,. 

Group; ana ArthurC. Seh",,·artz,. for '", ; . . 
Schwar~z& curtis7Engineers anc California 
Society of' Professional Engineers;' interested' 
parties,_ '., ".' ".. ,. , " ~'_- . . .. <',:, ,,': .. :' ,".: . .: :~. 

Peter Arth.. Jr. and Mary Carlos, Attorn~>:s,. ~t _ ~;_ 
taw, t'lalter J. Cavagnaro. K. K. Chew,-H .. ' Sl.?e;- :::.~ ;,'-':-<:~ 
and George Amarol1,:fOr the cocm~ssion staff. 
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~~~~~s~!i'~laneing Account" .,', ,,':,', .' ",'~: " ," 
In'aninte:rim opinion in~' this matter,~'i {Decision No.. 86940 

dated, February 8, 1977) 'the Co:lrids~i"6n denied.,.pG&Ef:~ request to 
include a conservation program adjustment clause, in, its', tariffs; 
however, it authori~ed PG&E to. establishbalaneing'accounts for gas 
and electric. conservation pro.gram, co.sts., Th~ Commi~sion co.ncluded 
that PG&E should ex:>edite· commencement of expanded' co.nservation 
pro.grams and that it sho.uld file an amend~d api>lication to. o.btain 
offset relief therefor. 

In'Decisio.n No.. 86940,'the Co.omission stated: 
Tt(l) ~cl:'e~e effo.=ts by utilities to.ward 

prometion of co.nservation of energy is 
necessary and in the public interest, (2) 
expenditure o.f substantial funds by PGandE 
will be required fer the development and 
implementation of conservatio.n programs in 
order that optimum results may be achieved, 
particularly so during the in~tial stages 
of the promotio.nal effo.rts, (3) expenditures 
for cost-effective conservation programs 
constitute legitimate public utility expense 
for ~ch the utility is legally entitled 
to: be compensated from its' rates for utility 
services, and (4) utility general rate cases 
o.rdinarily involve a multitude of issues ' 
requiring careful consideration' and .... '" '" .., 
proceedings in those cases usually require 
considerable time to final determination. 
Those facts establish the necessity o.f time 
if any substantial conservation pro.grams, 
are to be undertaken by utilities without 
delay. Tt ., . ,. ,. > 

1'h~' CO:mtd.ss;o1l;,fu;-the~' st~t~d:~in, DeCisi~h: N~_ 86940 that 

1:he proper procedure to. be fo.llowed by PG&E in the-'matter of 
conserv~ltion programS is: C', " " ':, :', ," '., "~,' 

. . '., ~~'."' " . 
~l. Each year to file an applicatio.n setting forth 

supplemental conservation programs for the 
coming calendar year and the expense thereof 
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which are not ineluded~in~.,therth~:..e~ent'~':':';.:~~,::; .. -:.:". 
rates or: considered in .a: pending·· general' 
rate increase proceeding and for which it 
requires offset rate relief. 

"2. Subsequent to that appli'catlon~ and du:-ing 
that calendar year~ if PG&E desires to. . 
unde~e additional programs Which would 
require significant funding as to- requ'ire 
imcediat,e offsetraterelief~ or if the", .... 
balances in the account are so uneven that 
immediate rate adjustment is~ indicated, it' 
should file an application. '. :. ,. , . 

"3. Until determined otherwise. by the Commission 
any program whic.~ involves capitalization of 
exp~ndi~ures and woulc:have an effect upon 
rate base, and from which ?G&E desires to 
recover depreciation expense or a return 
upon its capital invested in the program in 
the form of an'offset- in rates, should be 
included in .~ application. 

"4. COmmence the hiring and' training. of" new a 
employees now and ~plementation of new ~ 
programs as,.soon. as possible. Establish 
the' necessary .accounting procedures '. for 
supplemental programs· and, a balancing 
account; for,related conse~ation.expenditures 
and revenues. ?", .' .; _ ':. . . : ' ", ,,' 

Supplemental·' Interim eo'inion: 
On February 23, 1977,. the, Corm:ni,.ssion: isSued in this matter 

a supplemental inte-rim opinion,. . Dec.ision' No." 87010';·,.::,whic.h stated: 

"This supplemeneaf interim opinion is, intended te> 
further emphasize the· Commission's views .with 
respect to the utilities' conservation efforts 
and the proeedures whereby conservation programs 
will' be reviewed' in 'this' arid 'subsequent' pro-' 

'. ceedings. .. ". .- ... : .... ~ ~, .. , , ... ,. , , 
"(1) The conservation programs'shoul~:be 

sta..-ted now. ,. . .. '" 
"....... ....., ... ! --: ::- . ".; ."" .' .. ~ .. " . .-

, " 

.'" ,..,., ,,~ 

.......... ,·n< •. ;,' .... ' ,,'.' 

..... ;.4-



A.56845 kr:t 

n (2) Utility manc.;;ement has full discretion:' .. :" .. 
in implementing conservation pr0SramS,< .," .:"" ... ~" ... ,:: .. 
It, .isrecognized; that, .some new.. ,... .. . 
innovative conservation measures are 
experimental· in nature and Dot all',;:: 
will prove cost· effective. It is-not 
our intention to later disallow . 
operating expenses for such programs: 
\mless we deteroine that management ' 
has not acted pruden,tly. '" 

"(3) Improper or imprudent expenSe charges 
to' the balancing account will not be 
allowed in ratemaking. 

~(4) . !he effectiveness of P~'s conservation 
programs and the vigor and imagination 
of its conservation efforts during 1976 
are being considered in detail in 
Phase II of the current general rate· . 
proeeeding in deciding upon a fair rate 
of return. The effectiveness of its ' 
1977 and subsequent conservation' 
pr0$'rl!OS and the vigor and imagi1'l.ation 
of ~ts current and future efforts will 
be 'considered in future general rate 
proceedings· in deeiding ... upon a 'fair 
rate of return. 

"(5) Conse.rvationprogra:nswhieh include 
major customer incentives must be . 
approved in advance by the Commission 
either in a gene:'al rate proceeding or . 
in an offset proceedin'g. Other p:,ograms 
need not be considered in detail in .. " " 
these offset proceedings. The procedures 
~ll deal with establishing a reasonable 
initial level of offset rates:. ' 

,,(&) With respect to the :extraordinary' pre>-, :.'., 
cedure ,of offset ::elief and "the.' . 
establishment of a balancing account, .we 
wis..lot to· reiterate' that prOCedures :along-" 
the line suggested are temporary.oeasures 
to provide means .for temporary' problems. 
At· . such time as annual expendittiresfor 
conservation efforts are fairly conseant~ . 
in relation to total expenses, .the ... , , 
special, ,procedure. and' oalaneingaccount ~~::' -' 
can be discontinued." 
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Hearings on: -the '.',': ..•. ;.. " "'," 
, .', .'~' , t· ". I 

Amended Application .. , _ ,." ," . .' 

Public ,J:learings' on' PC&E's.ameri~~~.appl.ieation were held in 
San Francisco' be~ore Administ;ative law'Juci'geJames F. Haley on April 25 
through 28. 1977 a:o.d on'May: &,. .1977 ••... Ihe- m:a.tter·was taken under 

submission upon.reeeipt~ of ·briefs,. on"May ,23:~' 19'77.. In addition to 

applicant, the following parties partic.ipated in' the hearings: the 
, , ' , , _u ,.- '". • 

California Energy Resources Conse~ation and Development Commission 
staff (ERCDC)? the~ city of ?8loAlto,&kke.Engineering, the California 
Citizen Action Group, Schwartz' & Curt'is/En:gineers , California Society 
of Professio'O£Ll- Engi~eers" ,:o~ard·Ot.ility. Rate: N~rmaii~ation (TtJRN), and 
the Commissioil sta·ff., " ~.' ,': .. ' " . . 

, 
PG&E's 1977 Supplemental'Program;,,· .. ·:· :': . 

PG&E's proposed 1?77:.~supplemental program package extends to 
six majo,: conservation areas : - '(1 ),h~e.' :tnsula.ti~n; (2) efficient 
appliance c!esign and oPeration; (3).energyeonservation homes; (4) 

commercial, industrial; and:·agr!cultura!'.~o~e~~tion equipment, 
9roeesses, operations,.' and .. const~tion" (C;A)';"(S) solar energy; and 
(6) general.-·' -" .. " 

In addi~1on to ,the above program 'areas; PC&E is participating 
. ..- '- .' .. ..... '..' .,,' '..'~. .. ~ 

in the development and introduction of 'conservation oriented rate designs. 
Included in the amountswhichPG&E'is propos'ing '.to reeover in this offset 

rate proceedi~g.. are the costs' :'of 'certain . cons~~8.tion rate research. 
programs whiCh have been 'ordered by . this Commission in various cases but 

." , ,' .. ," ,,' 

which have not been ,included:tn expense estimateS. for the test year 1976 
'~'n A?plieations N~s. ~~509 .and ·55510'., " These' rate design programs 
include: (1) t.ime~of-use'rates~ (2) marginal 'costs; (3) load <Ieferral 
rates; and (4) alternative-::at'e d~ (inVert~d· rates, penalty rates, 
lifeline rates, . etc. Y. ,." . " . -. - , -', 

.PG&.t~ s.··,'total 1977sUpp-lementalcO:O;Serv'ation program is estimate<:! 
to cost $21'.4' mill1o~. ~s' is~ ·1~,8.dd:ttion~t~ PG&E's projecte<1 baseline 
program forJ1977. of approximateiy~,# mil:fion·.:>~ . 

... -,.. -'.,.. . ",,' 
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, , Pl::oposed,Report, of:-..~, .,: .:,' " ./ ~. '-. ..: :; ~.:: .;: ,.. ~: :.~:~~ "':.: ,:.:~: .:~. ,. "",~:, 
. 'the Administrative taw Judge . ,', . " .. ':" ;:;:, "" .... > .. :,:,::',. 

. .. On September 29~' 1977; a' proPosee report was i~sued" _with 
exceptions to be filed with the Commission not later ,thml~'Oct~ber"i9, 
19i7.· Persons'n~t wishl.ngto file" ~cepti~nS··to.there~rt were invited 
to' file comments, which theywer~ no~ required to serv~"upo~other 
'part1~s. ; . , " ,'" " ., .'-.':, .. ' ' . 

ExceptionS to the proposed' report were" f~ied 'by, PG&E and.TURN, 
and cot:1Uents were filed by the city 6£ navis and the ei~y o£ wainut)! 
Replies to exceptions were file<! by PG&E and the citY,of,p,alo ,Alto •. 

theCocmission has consideredthe'above exceptions and 'the 

replies thereto" as well as the abo:ve comments. In addition, the. ' 
Commission has reconsicered Decisions Nos. 86940 a:;d'8701o ctU0ted from 
above and herein 'r'eaffims 'its 8ene1:'al policy andpos1ti()n ,iD. regard to 
the.:tm~rtantrole of conservation amid PG&E"s overAll.program ,of. 

ope.ration. . ,. 
" .,.' ,.' '"-

'However, we have determined that our prior ordel;s,.establishing 
n , • • • , ' 

both a conservation balancing account and a 'proCedure f,or 'pr'ior 
Commission approval' 0: Specific consex:vation pro&ram5 .do not const itute 

the best 'r~guia:tory prOcedUres for promoting a. so~d and."~£:feetive 
cOriserva:ti~n program for :,evi~ "~thin thetotallYint·egr8.ted·~Perations ofPG&i.·· " " .., , ... '" , .. '" .,' ' . 

.. "' .. ' 

DISCUSSION 
... , ,",.,., 

The Balaneirig·. 
. . . Account-Offset, Procedures .. ' " 

·There~have· beeti:objectii>ns an& 'cOnce:ns""eXpressed>by' various 
, parties in this proceeding' on· 'our 'separate- conservation :Cost·· offset' 

balancing·· account' approach.· .. wehave"considered: the"eVid~ee~'pOs'1~iOns, 
. . '" ... , "" ,- .. i d.",'" '< ~', ,:":'.; • 

1.1 Exceptions were tendered for filing 'by the Commi:i$ion·-seAff':·OD:--:: 
November 1, 1977, and coaments were received froc:a ERCDC on 
October 24, 1~77. 

...;,,-7-
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., e' 
and arguments of all parties.. This opinion o~ders ::t~e:',oaiallCi.ilg'::·aecount 
established by Decision No. 86940 aooli~he~.:"'·:'niere;~ar~'::-~~:Vi:tai-r~ons 
for 'th!s"'"deeision:' :: :' -::.. .,' :; .'" , , .. " ",' ':', /' '" ';'" 

:' ' ,_ ,'. " .. ' " .. I .~ ••. ' I, • _ • ,.," •.••••. '." .:' :' ~, "':" ::~' ":" :~'., ,., .... ,.('~ :,".:~, .• 

" F1rst,we are reluctant as.a matter of polieY"to employ, 
offsets' •. ~,(se~ p. "5 sup~a:) "', Tf~ditionally, off;etappiica~io~ J~ave 
been: "~ntertained to gi:ant rate ';eli~f ~eaUse" ~f'" sudden S18nifieax;:t 
increases in utility costs .which had ,greatimpaet .. on,.:utilitY o~~ations .. 

_ c'" c,.· , , " . . ' , ' .... ' '", •. 

'. We could not afford to "N'ai,tfor aien.e:.e.l, rate case "decision to grant 
,. relief beca~~ of ~ the pOSSible ,,,<!e~aStating effect on ,the '·ut.ility .,' 

Absent . such speci~l circ~"tSIl~es'~the. sound' regUlato'ri .pr~edur~ is to 
, .,' ' " .. . .... ' 

consider all utility expenSe components in a general.:rev:em:z.e ~~quix:ement 
proceeding.' This best asSures that e.xcessive revenue increases,. ~e not 
auth~rrzedas a resUlt of '~lloWingtWice-":o:r' dupiic8.ting-:,:~~n·~e;~·', 
Such'i~' ~ieularly theciie i';~olviD.g eXpeIlses, for .co~eryati~~' ~, 

. ,," .'. ~,' .. ....., " ". ,,' - ," ,.' .' ,- ,... -,! '., .......... :,." " "~I 

programs,"for 'the utility employee force may be involved with cons;ervation 
activities as well as the usual utility operational function;: "Off~et e 

. rat~ing i5'a ir~gmentary ,pi:eeem~i approacli' tha.t.·~have pitf.alls, 
and shOuld not be employedexc~pt itl unu~l circ'UmS.t;fUlces... .. ~.' . 

- .... . Also, we have streamlined our prOcedures for. proCessing . ~ 
general rate'Cas~s',' and an .. ) ~e~d fO'r ~ffset' ·~.~I"ie~,~,:a iiait1ea(:' 
consid~ration in view of 'reg1.ilatorydel.iy '£s '~o l'o~ger·. i~ -our' ·o.piirl.on, 
a reason for entertaining off.set appl,ications. . ... 

We have before us,::"in~~·the~ear1y stages of. h~::iD:g, PG&E'.s 
general rate proceeding (with a 1978 test year),. ~App-lieationS:,,',Nos:.: 57284 

••. " ........ " .... , •. , ·,.".· ... n'e., "H • .....," .. ' .... , ..... ,., .................... _~ .. -"._""' __ , ., ..... ,_ •• " 

end 5728S~ n:.a;. is the proper forum. for. PG&E.,te>, submit .. its proposed 
:est year expense for eonse~ation "pr~grams-,' and:-;t~ expla.in: and:. justify . ... ',. "., .... ' \ . ,.' - , ' , 

.. the .~easonableness of the proposed .. efforts.;,·. Any: .. incr~elltal~,x:ev:enue 
~. . ... ,. '._ ... ... .' . . " ,...1 ~ ." 

increase needed for conservation efforts can be reflected in base rates 

. _ '" ... _~. ,:~~:~ ... ~do?.: __ a .. ::~t~ __ ,~=~~,8'.:~_ ,._~~'".~~_~~~ .. _~~~!.. th!~.J>.~.~~~-E~~~~~a.Y.. ... ~ 
th()se. pr~ee~:1ngs..,... ., .. :.,:. ..~< ::: '::':,." :'::.: ~.':' :', • ':,~. ~::, ... :),.':.:,': .... ,:~~~:~~~~.:, '., 

_~ :>.:','.::::-:: .... ~_. :',.:. /". '... , .. :~I\ ... ".,'.~,,:.,:":'M;',~ ... ~": :'::'",',~, ,v .,r" _ -.'wI _ .• ~ 
.. ':. :'." " '," -:··.'/(.~~~f::;" :<2 
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, '. _ Thi-S.' ,opinio~ :should ~not·,· be. ,t:aken,to-, mean·· we .. ,think PG&E,: has 
,. •.• , '" " ,"" •• ", .,. "'PI 

already UIldertaken·, ·s:ufficient measur.es' to- eff.e~t:·eons~atio';4 . .':.~;;: ~t 
conservation is of any less importaDee to this.Commi~$ion.' , .. Consery~ion 
is a source-of: energy supply for Ca.lifornia. ·Through-, i:nCl:'eased 
conservation" existing, gas supplies willlastlonge,r ,and: : gas wil~' .' 
continue to be available-to california. for, both re~ident.ial and __ . 

industrial use" wich is so vital to'the State' s.economy _; ~ lik~". 
additional conservation of electricity.ean delay,the costly construction 
of new generating facilities, res:ulting. in savings,.to e~ns:umers~'Well 
as postponing further enviTonmentaldisruption. , A vi go;t'0us :anci,e~fective 
conservation program is clearly a utility responsibility_ ., We have taken 

the measures we can to provide utility managemont, .the1neenti~e to 
give conservation efforts high priority •. Audas weha.v:e,previously 

announced, if we find inade<tuate. efforts to promote con~rvation~ 'we 
will not hesit4~te to make a commensurate do:wnward, adjustment t~ .tt::.e 
authorized rate of return. . This . is yet anotherr~on we ~ll review 

and .evaluate PG&E' sconservation .. efforts in .. :~. :genera~,~ate ~pr.oceeding. 
For we :arethen in a poSition to·evaluate past e~f.o:r;ts· (and.co~id~r: 
whether any rate of return adjustment is appropriate},.,:and· at.the ~.same 

"" -' . ,", .. ~, ~. ... " ~ ... , '. 

time review proposed programs and .. their 'es.timated_~e,nse-levels as we 

'set rates for the future •. ' " .. ,. _ -., . 
PG&E may have already placed some incidental expense amounts 

in the balaneing account. !hat incidental expense should" in view of 
the a.bolishment of the 'balanc.ing ac.eount~ be appropriately expensed. 
The~xpendltures·for-·197a..-will.,be",cotlSide:red~for".the .. 192S_.test ... year, .. 
expense" in the general" rate. proceeding~ "'" , 

. , . 
Home Insulation Assistance Program 

, PG&.E's home insillation.8.ssistaneeproposal consi~ts.of a 
financing. program~· an,. i~ation':Lneentiyes. program,,, an.::insulation 
representatives. program,. and 'a~ low-income: insulation:" management: program • 

. The h~e~: i~ation' ~si~e-mee; pi:opOsal:~:is:.th~;.tnOst'.:~i;~~~rt of 

-9-
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the 1~77 supplemental 'conservation:' program.;. "'It' is'"estimated to. <:ost 
, in excess' of, '$6.1 million, or· mere· than one, <[uarter~of ,:the~.cost'of-, the 
total Supplementalprogram~ "; :::, ' ' .. " .,",' :.' , 

: PG&E', lias 'proposed: an: insulatIon' ,assistanee progrant' ,which 
would aecompllsh by '19S1' the retrofit' cei1.ing. insulation-'of,: :90'-percent 
of all'structural'tysuitable existing~ owner-oeeupied·,' single-family' ,:', 
dwelling units' in its servicearea:.!nsulation 'Wollld beins.talledte 
an"R-1.9<standard, or such other:standard as may .subsequently:l>e'.: 
establi'shed' by ERCDC~ The evidence" shows· thatPG&E t:s .home\:insul'ation 
'program package 'Would'OO'high-ly 'cost";'effec.tive. ' , .. ,. ' 

Insulation :!nancing~- ·A:ma.jorcomponent:o.f~PG&E'soverall 

home inSulation "undertaking is' fina..'"lcing. 'Insu!at1onf.ina:lcing ,u~vto 
an $800 maximum would be made available to. those customers- '.d.esi-ringto 
deferpayt:1ent. 'Under P(;&Et:s 'proposal,; loanscoul<l:beprepaid:with no. 

iriterest'ch8.rges during the first," 60 days., or in 'equal : monthly . inStall

ments , ~~ 'a one' ~rcent per month. i':lte~est rat·e,overt~e.ba.lanee 'ofa e 
36-month period.-l According,toPG&E~ its 'cost ,woul<f',be$31.33"per" 
home. 'The' 'lifQ ; Cycle savings for' the' ::in'sulat'ion 'financing 'program :.1s 
estimated' by PG&E'at '55 million'therms. . . " " ,,'" .,' .. :' ' 

The Commission staff reeommends that theinterest·:rates'on 
insulation loans be set at seven percent instead,of'at' the twelve:percent 

I ••• ' '., ,- _ ", '." 

." .. - ',. . " - ," ... "'" .... ," "",M", . ,.F ,'J, ,".~ '. '" ","...- .. - ~. • "", ~.L •• ' " •• ' ' .. 

, ,- .', 

£ . ./ Insulation fi'08.%lcing by utilities is specifically authoriiedby .. 
Sections 278l through 2788 of' the Public' Utilities' Cocle' of' the' 
State of California. Section 2786e.ontempl~~e.s~repaym~ntof, the 
balance due on insulation financing. during a"perioo,of 36'montns 
following completion of work, or at' such.' great'er rate of repayment 
as the customer may elect. 'PG&E~s' p':'oposed'program"with: an', ':." 
intereS,t rate of one, percent per month after the first 60 days and 
a 36-month repayment period is consistent"with the' prOvisions'''· of 
the home- insulation:· assistance- :and:· financing sectious·of,,·the Public 
Utilities Code. 

-, - .'-
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level proposed by PG&E. The staff also recommends ~hat PG&E's 

i~la~ion financing ~rogram be modified to limit the maximum loan at 
$500, and that the repayment period be extended to a maximum of 60 
months .. 

ERCOC recommends approval of the hoce insulation loan program 
with an interest rate of seven' percent- or less. and a,maximum j;>ayment 

5ch~duleof five years.. ,The justification for these modi;ficat'ions~ is .,' 

that marketing surveys ,show, iric.reasingcuseomer appeal:, 'With.-)~e4\:~d : '",' 
interest expense ane., that increasing th~ payback time: :could': reeuce ,n" :. 

morithlypayments t.o a'level close· to· that" ofthc" savingS:",real;izec' on,·the 
avera.ge 'bill ... ' 

We are cirec~ing 'PG&E:' 1:0 i:nple:lent the ··"insuLation'assistance, 
loan program.: However. we· are 0: the opiniontbatthe' max"~'··amount ',of 

such loans should be $500 .. '" That amo\mt will insul:a:.eiattics;~'in:::lOst 

homes to :an R-19' standard:..:' 'The "interest :ra:e?ro?Osed',by_~'fC~.elve' e percent') :is in our. 'oPin:on: excessive.' The' seven .yerce..."t"rate~-oposed' 
by the staff and SCDC ::1.$ too low. 'We are adopting .. .an. eight, percent· : .... 

inte:est ~ate r which is" cl.ose: toPG&.E'·s.-cost of .. money ... "!he' staff,.' S~', > 
proposal 'for a 6o-month maximu::n. payback period: would make· the' program' ~. 

more accept.ableto the public~ whose acceptance' andparticipat,ion' is" 

~he goal,' ;anc we will approve .such. '8; maximum payback period.. .' -:. . ' ... 
Questions surrounding .home insulation'. programs: are' also 

eurrent·lybefore the. Cocmission in· Case ~o .. ' 10032,~. ·affecting.,all ,energy 
utilities. Our de~,ermi:\ation in this oreer may be modified,. by_. our .. ,: :., 

further decisions in that pr~eeeins. 
, , ,. 
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~ As': to the :nany other programs' proposed in the:' :proceedings'~';; 

the Commission will reserve' judgment until itS deeision'.in:PC&E's' ":,:' 
ongoing general rate Applications Nos. -57284'anc 57285.wnile .. not ,.' 

coomenting on most of the, specific proposals' reviewec inthese: " ' '", 
proeeedingsp 'We nevertheless, .... "ish.- t.o, emphasize: that the, level.,:of-: effort 
thay represent is generally consistent .... 'ith what. the Commissionvicws. 
as:, a reasonable conservation prograr:l an<l that.,.ther~ .shoU'ld ~be no delay 
~tsoever inimplecenting: such ,aprog::am.:, The opport:unity:·to ;ea..-n", 
a 12. S3pereent, :oet-::rn on. equity:: being affordee PG&E' by :Deeision:: 

No. '. 882f;Z " issued~oeay in PC&E.ts·' rate: stabilization Application' ,~," 
No. 57556 provides; additional, revenues more than sufficient ,to,£\md::'a',~~ 
substantial eonser.ration program prior.' toa final,decision in,the,PG&E:: 

gene':'al rateproeeedings.. . Nevertheless. -it; should :be: ,emphasi2ed' again.: 

t~t. as stated. in Deeision!'o. 8.7010',.' the' breade.'t and: :effectiveness:":of 
PG&E's overall conservation .program, during,:.1~76- and' 19:77: .'¥.'1ll:':;be.; .. , .. · .. " 

considered in: making: the final· :cete:r:mi:la.tion::·of'a fair 'rate'·of. return'.,: 

Parties ~o' this proeeeding:'raised various issues' ;,th.e.t were 
prc:J.ised on PG&E's. Obtaining. offset rate relief.·',· Suehi:ssues ',a:'e~·mooe', 
beeau.:>e: we. are. 'denying: the offset :elief:. , .'\ : :' ... : , , ... ' .", 

Findings .\ : .. " ::) 
. . ' 

' . .'r' /> ,'" -"l ,.;, .::. '': ":;.' "';' "', :,~ ~,. ,. '- ' 

1. The balancing account established by Decision No. 86940 for 
PC&E's gas and electric conservation program costs should be abolished. 

2. PG&E shoulc present its ?roposed eonservation program and 
the esticated·associated expenses in its general rate proeeecing. 

3. ?G&E should continue with a vigorous and sustained effort to 
encourage the conservation of gas and electricity. Such efforts are 
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an essential element of sound utility management and responsibility 
in this time of diminishing energy supplies and rapidly escalating 
construction costs. 

4. PG&E's insulation assistance loan program is reasonable~ as 
modified by this order, and PG&E should be directed to 'proceed with 
its prompt implementation.' 

5. PG&E should advise the public of the availability of the 
home insulation assistance program. 

6. No determination should be made at this time with respect to 
the reasonableness of the other conservation programs submitted by 
PG&E and other parties. The propriety of'fmplementing. new or continuing 
PG&E's other proposed energy conservation programs and the expenses 
associated therewith should be considered in PG&E's general rate 
proceeding. 

7. To insure that the home insulation assistance p;o~~ is 
implemented at the earliest possible date p this order should be issued 
effective the date issued. 
Conclusions of Law 

1. The $21.4 mllion of offset relief requested by PG&E should 
be denied. 

2. PG&E should be directed.to implement an insulation assistance 
programp including the associated expense in its 1978 test year results 
of operations showing. in Applications Nos. 57284 and 57285. 

ORDER .- - ~ - ~ 

IT IS ORDERED that: 
1. The request of the Pacific Gas and Electric Company (PG&E) 

for $21.4 million in offset rate relief is denied. 
2. The conservation cost balancing account establiShed by 

Decision No. 86940 is abolished. 

.... 
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3. PG&E is directed to implement the home insulation assistance 
loan program within sixty days from the effective date of this order. 
That insulation assistance program shall provide a ~mum of $500 
at a rate of 8/12 percent interest per month (8 percent per annum), 
with a maximum payback period of sixty months. 

4.. PG&E shall forthwith undertake to advise its customers of 
the availability and terms of the home insulation assistance program 
with a bill insert. The proposed bill insert should be submitted to 
the Commission staff for review and approval within ~enty days from the 

effective date of this order. 
50. !'his order may be modified with respect to the terms and 

conditions of the home insulation assistance loan program as a Tesult 
of a further order in Case No.. 10032. 

The effective date of this order is the date hereof. 
Dated at ~ California, this 1Q;£n e day of __ D_E_C_E_MB_E;;..R __ _ 
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Co=issio~cr Clo.:i.rc T. Dcdr1.c:t. be~n.g' 
nee~ssar!ly ab~ont. ~ld ~ot ~art16i~to 
in -;hG d!.:::!X>si tior. o!' this ¥rococd!'r.:g~ 


