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Decision No. __ 91._4_9_7_A_· 'PR 2 ~ti 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAlIFORNIA 

A~plieation of Pacific Power &: l 
l~ght Co~pany for Authority to 
Institu~ a Home Insulation 
Assistance and Financing Program. ~ 

Application No. 59309 
(Filed Novemcer 30, 1979) 

George M. Callowav, Attorney at Law, for 
Pac~£~c Power ! Light Company, applicant. 

ThOIr.a.s M. Ducev, for himself, ~otestant. 
Jose~n J. Honick, for Insulation Contractors 

Assocl.at.~on; Forrest W. Codfrev, ~or Del "Norte 
rr.tmicipal teague; anc. Zd ..... -arc. L. Acker:oar., 
for himself; interested ~~ies. 

Ricr.ard D. ?..ose:'lber~,. Attorney at Law, Walter C'ava~aro, 
and Brian Schumacher, for the Co~ssion Staff. 

OPINION .... ------
!. Introduction and SYnQ?sis 

On Nove:nber 30, 1979, Pacific Power &: Light Company (Pacific 
or applicant) filed its application re~esting the Cocmission: 

1. To approve Pacific"s proposed residential ~sulation 
assis~ce ~d financing pro~a: pursuant to Section 2783 
of the ~~blic Utilities Code. 

2~ To find that the proposed service -~1 not constitute 
undue or unreasonable discr;~~nation in violation of 
california law, incl~ding Section ~53 or the Public 
Utilities Code. ~ 

.. 
3. To approve Pacific's proposed accounting and rate~g 

treat:nent of the costs· associated -..rith th.e proposed 
service. 

A!t~r publication a~d posting of the ~otice of hearing 
public hearings were held before Adm~nis~rative Law Judge Cline 
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in Crescent City on January ;, 4., ond ZJ... 1980. Th~ l':latter was taken 
under sub~ission on the filing of late-riled E~~ibit No. 9 and the 
~Titten statement or the Insulation Controctors Association (lCA) ~ 
on February 4, 1980. 

The cost of electricity has risen dramatically_ This is 
due to rapidly increa$~~g oil prices and the high cost of const~cti~ 
new generation facilities. Conservation provides a new source of 
energy in that it reduces a utility'S dependence on high priced oil 
and reduces the need for construction of ~ew generating capacity_ 
An integral part or any overall constr~ction program is the retro
fitting of insulation and weatherization in r~sidences. 

Tnis opinion approves what is commonly referred to as 
"zero-interest financing" for retrofit residential insulation and 
weatheri~tion_ The plan applies to single-f~mily resicences and 
duplexes to which Pacific furnished power for electric space heating 
prior to Nove~ber ;0, 1979. The O~T.ers of such residences ~~y 
request Pacific to conduct Home Energy Analyses 'to dete~ine what 
additional ins~la~ion and weatherization ioprovements should be ~4de 
to tone residences. The::':. if t.he o· ... 'ners consent, Pacific '..:ill cont~.ct 
and pay for such improvecents. ~e homeowner~ only financial 
bl ~ t· ·11 . 0,:, • ~. .......... '"' ~ o ... ga lon .... "l. oe t¢ repay .acJ..J.c, ~1J. ....... ou ... J.nterest, 't ..... e cost o. 

the insulation and weatheriza.tion improvclT.en'ts a.'t such time ~.s 'the 
ownership of the residences are transferred, and in any event by 

making monthly inst.~llment. pay.oents equal to 1% of th~ installed 
cost, rounded to the ~earest S5 nominal amount, co=mencing ten years 
after the co:pletion of the insulation and weat.herization improvements. 
The cin~ montohly pa~ents are $5. Transfers t¢ certain specified 
close relatives will not trigger the full repa~ent provisions of 
t.he contracts, but. the :onthly install~ent pa~ents will be col
lected after the ten-year period has elapsed. 

Pacific esticates t.~'t there are approximately 4,200 
electrically he~ted Single-family dwellings and duplexes in its 
California service territory whose insulation and weatherization 
could be cost effective. Pacific furt.her csti::::ates tnat retrofitting 
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these homes with cost-effective ins~lation and wea~herization will 
cost approximately S5,700~OOO and will rec~pturc approx~~tely 
550,000,000 k"Wh over the 25-ye~r expected life of the i~sulotion. 
At 56 rr.ills per kWh the 550.000,000 k~m sav~d amounts to 

$30,800 ;000 which compares very fa vore bly t.o the $5, 700,000 esti-
d ~'., t~ ..l .,...' .... m:)te cost o. ::.nsu.L3 _'!lg an .... weat!lerl.Zlng ... ne •• omes. 

II.. Sur.mary of ?a.cific' s ?ro?O~l 
A ,. - l' d • ,r ...... ' t . t).,.. • J,.!1.SU at::.on an 'Itea. ...... er::.za l.on .• ogram 

Pacific proposes that its personnel, upon the request of 
a custo~er occupying a qualifying sL~gle-family residence or duplex, 
will conduct a Eo~e Energy ~~alysis to dete~ne the cost effective
ness of installing additional insulation and weatherization materials. 
Hoces not served by ?~cific on or before November 30, 1979, and 
nomes converted. to electric space heating after :;ove::loer 30, 1979 
will not qualify. If t.he analysis indicates that additior~ insu
lat.ion or weat.herization '~ll be cost effective to ?aciric compared 
to the ~~rginal cos~ of new energy resources, the available options 
and their associated costs and benefits ~~ll be explained to tne 
h T 1 t' d .... '. '.. h'.... ·1' '0 .ooeowner. ..nsu a lon an wea~ner:.zatl.on prOJec ... s. w .. lC ... . ...rl.. e 
financed if cost effective include: 

(a) Floor insulatio~ (up to R-l9). 
(b) Ceiling insulation (up to R-3S). 
(c) Storm windows or double glazing. 
Cd) Weathe:stripping and ·caulkir.g. 
(e) ~~ct insulation. 
(f) Ad~itio!lal ventilation, pipe ..... Tapping, :;)nd 

OOl.sture barriers as required by other ~ea~~es. 
It the homeo ..... ner consents, Pacific will contract and pay 

for all labor and =~terials associated ..... ~th ins~alling the cost-effec
tive insulation and weatherization :.aterials in the dwellL~g. The 
• r -" -1"' " '" t' "''0'' 'C • .,.. norneo ..... T.er S on.y .::.nanC1.3_ oo_:.ga ~on ~__ e ... o repay .acl..:'c, 
without int.erest, the cost of the insulation and weatherization ic

provements, prior to or at such t.ime as ownership of the dwelling is 
transferred. L~ addit.ion to being obliged to repay Pacific, the 
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hoIteowner '-'lill be required to notify Pacii"ic in advance of any s.'31e 
or transfer of the dwelling. The written agreement between tAe 
homeowner and Pacific setting forth their respective obligations 
wUl be recorded in the real property records of the COmlty in wh:.ch. 

the ~welling is located, and a lien will attach in favor of Pacific 
one day prior to any transfer of the property. The agreements 'tV oe 

executed by th.e California homeo-..rners Will be similar to those 
wh.ich l:lave been executed. under a si:lilar program available to 
Pacific's Oregon homeowners. 

All insulation and weatherization work ~-ll be done by 
independent contractors. The contractors ~-ll be selected for each 
job based on competitive bidS, and will be required to warrant both 
~teria1s and workmansh.ip to Pacific and the ho:eowner. Pacific will 
inspect each installation to determine it the insulation and weather
ization has been installed in a wor~nlike manner. 

Pacific anticipates that a reasonable time !rame for com
pleting the program is five years, aSsuming a scbstantial portion of 
qualifying hOIteowners elect to participate. Pacific will complete 

. 
r 

Home Energy Analyses based upon the order in which re~uests for such 
analyses are received. If the demand for insulation and weatherization 
should temporarily exceed the available supply, jobs. will be handled 
i:l the same order as homeowners agree to bave energy-saving materials 
installed. 

Pacific believes that, unless grandfathered~ its proposed 
program may violate the National Znergy Conservation Policy Act 
(NECPA)~ Specifically~ the rate base treatmen~ or loans :ay violate 
Seetion 2l5(s)(2)A o~ ~~CPA and ~ing loa:s in excess o£ $300 is 
prohibited by Section 216. 

Pending the pro~lgation of a California state plan 
pursuant to NEC?A, Pacific Will be tree to cond~ct the ~rogram. 
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TAerea!ter, absen~ a waiver or exemption fro~ the United States 
Depart~ent of ~~ergy, the program ~ight have ~o be discontinuec. 
Pacific believes that the proposed program will satisfy the require
ments of a temporary program exemption set forth ~ Section 2lS 
o£ NECPA. Pacific therefore proposes that in conjunction with the 
development o! a state plan in Cali!'ornia~ with. th.e support o-f the 
State of California, it seek a temporary exemption pursuant to 
Section 2lS of NECPA. 

Pacific currently offers its California residential 
customers 8~ financing for insulation and weatherization. !!' this 
application is approved Pacific proposes to discontinue the S% loan 
program ~d offer its customers with outstanding $~ loans the option 
of converting them to zero-interest loans repayable upon the sale of 
their dwellings. 

Pacific would continue its present practice of supplying, 
without cost, water heater wra~s and Shower flow restrictors to its . 
California residential customers. 

B. Accounting Treatment 
Pacific proposes to charge amounts paid to insulation 

and weatherization contractors to Account 124, Other Investments. 
As loans .are repaid,. the account balance will be correspondingly 
reduced. Any loans which prove uncollectible will be written off 
Account 124 and charged to Account 90S, Custo~er~Assistance Expe:ses. 
Operating expenses associated witA the program, including Pacitic·s 
labor~ material costs~ transportation, and other appropriate charges, 
will be charged ~ Account l86, Miscellaneous Deferred Debits~ and 
amortized to Account 908, Customers P Assis~ance Expenses,. over 
a ten-year period. 

c~ Ratemaking T.re~tment 

Pacific proposes that for rate::aki:l.g purposes expe!lSes 
associated with the program be cna=ged to Account 186, Misce11a~eous 
Deferred Debits~ and acortized over ten y~ars to Account 90S, 
Custo~ers~ Assis~ce Expenses. The ten-year amortization of 
expenses will also apply to inco~e ~~ calculations for ratecaking 
'PtlriXl se s ... ----_ .. ----......... . ... ~ .. -
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All unaI:ort.i:::ec1 operat.ing'ex-pe!'l.ses .ap:?lica'ble.t.o.the 
?rogram which are charged to Account lS6, as we1: as the 1ns~atio~ 
and weatherization costs rema -t.ni:-.g in Account l:u.,. Other Invest:le:.ts,. 
are proposed to be included in Pacific's rate base ~or ratemaking 
purposes. All rate base and operating expe~ses associated with the 
insulation and weatherizatio~ prograc in California. will 'be assigned 
directly to Calito~-ia. Pacific's allocation procedure by using 
various data regarding jurisdictional co~tribution to coincidental 
peak and consumption of energy will reflect reduced cost allocations 
to Calito~a for ratemaking ?urposes based upon aChieved conservation. 

III. Pacific's Evidence to Justi!y Approval of the ~ogram 
a:l.d the Acco'U:lting :::-.d Ratetnaki:lg Treat.:.e!lt of .::.x.penses 
and Investment Related to the Program 

Witness Reed, the Vice President of Pacific, testified 
regarding the truth and correctness of the i .... rorcation set forth 
in the application. 

According to the application, the average number o£ 
Cali!o~a C\lsto~ers served by Paci~ic increased £roQ 23,003 in 1969 
to 29,029 i:J. 1978. The average annual kilowatt hour use per 
California residential customer ~creased,froc 12,.605 in 1969 to 

1.3,4.32 in 1978. The ener~ requi:eme!lt of Pacific's California 
general business custocers increased fro~ 40.3,962,000 kilowatt hours 
in 1969 to 650,342,000 kilowatt hours in 19i5. To ~eet this 
increasing de~d for electric service Pacific has co~tinued to ~d 
the capacity'o~ its own syste~ and has ~icipated in the plaen~ng 
and construction o~ jo~tly owned regional !acilities wit~ other 
utilities. 

In building ne· .... plant, ?aci£ic has been faced with 
continuously escalating costs. For the ~riod 1960 to 1970. ~ 
index of the cost o~ stea: ?rocuction ?lant increased at a~ a~~ual 
rate o~ 2 .. 1~. D\.:.ri:lg the period of 1973 t.o :'978, that. sa:e index 
increased at a.: a::.nual rat.p- o~ 12%. There has been a s1:,:,,': lar 
escalation ~ the cost of debt capi~l :eeced to f~nee ~ew 
con$t~Jcti('ln. 
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As a consequence or having to meet increased demand at greatly 
increased ~t costs, Pac~ic·s £~cial condition has been strained 
and its customers have had to bear numerous rate inereases. An 
e£fective means o£ lessening the need for rate increases in the long 
run is conservation. To the extent that a lesser quantity or 
production plant is constructed, average cost of generation ~-ll 
no~ increase as quickly as it other~se would. 

On March 7, 1978, the Co~ssion issued Decision No. 8S551 
ordering the utilities to implement the hoce insulation assistance 
loan program by providing :r.aximum 10a."'lS 01: $500 per single-family 
residence, or $2,500 per multiple-unit reside~tial dwelling with a 
limit of $400 per mul tiple-£amily unit, at 8~ per aJlZ?UI:l rith a 
:r.aximum payback period of sixty monUls. Various utilities sought 
judicial review of Decision No. 88551, and on July 11, 1978, the 
Commission stayed the implementation of the order pending judicial 
review. Nevertheless, on October 23, 1978, Pacific wrote the 
Co~ssion and indicated that it ~s prepared to comply vol~tari1y 
with the spirit of Decision No. S8551. PacifiC has since offered 
loans to residential customers up to $2,000 at 8% interest: !n 

addition, the Congress and the California Legislature have provided 
additional incentives to Cali£orr..ians by allowing them tax creditS 
to help defray the costs of installing ~sulation and weatherization 
materials. Despite ~hese economic incentives, to date only a handful 
of Paci!ic's California customers have taken advantage of Pacific's 
program. Pacific believes that some further action is necessary. 

Pacific est~tes that there are a~proxicately ~,200 
electrically heated single-facily dwellings and duplexes in its 
California service territory whose insulatio~ a.~d weatherization 
could be cost effective. As long as the cost ot producing the 
energy to be saved through installation of i:sulation and weatheriza
tion is less than the cost of providing equivalen~ energy through 
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new production, Paci£ic's total revenue requirement will be less 
in the long run. However, because the ~o~participant cus~omer benefits 
from the program only if the rate per kWh is less than. it would have 
been without the program, the nonparticipant customer can be dis
advantaged even if the insulation and weatherization prograc benefits 
all the customers taken as a group. Exhibit 5, attached ~ the 
application, shows that where the average cost of a weatherization 

, 
program per kWh Saved is :30 :c.il.ls, far less than the incremental 
cost of 56 cil1s per kWh, the nonparticipa::.t group of customers would 
be better off if the weatherization program were ::.ot icplemented. 
Exhibit 6, attached to the application, ~dicates that given Pacific's 
curre::.t residential nonlifeline tailblock rate of approximately Z7 
mills, the average lifetime cost of weatherization ~st be below 
28 mills per kWh saved for nonparticipants to benefit in the pro
posed prograxt.. 

Pacific's experie::.ce in Cregon with its zero-interest 
pr~gram indicates that the lifetime cost of the in~ation and 
weatherization installed there has been significantly below the 
28 ~ls per kWh saved. An analysis of. the 2,013 jobs in Oregon 
shows that the average cost to ratepayers of installing ~ulation 
and weatherization materials has been approximately 12 mills per kWh 
saved. To this figure should be added approximately 2.5 tlills pe:- kW'h 
saved to reflect Pacific's cost of administering the program. 

~ California a dete~ation will be made of whether 
insulation and weatherization can be installed at a cost to 

ratepayers of less tha:l 56 mills per k·1'1h cost of new plant. Total 
program costs "rill be monitored to assure that the average cost to 
ratepayers is less than 2$ ::i1ls per k~oJh saved to assure that non
partici~ts are not disadvantaged. At such time as Pacific's 
Cali£o~ia electric :-ates are ~creased. an appro~te ~ew oreak
even point wil:' be calC".;.lated and utilized.. 
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Based on i'ts experience in Oregon, Pacific estimates that 
re'tro£itting all the qualified homes ~ its California service 
territory with cos't-e££eetive insulation and weatheriza'tion ~.ll 
cost approximately $5,700,000 and will recap~ure approximately 
22,000,000 kWh annually, and 550,000,000 kWh over the 25-year 
expected life of 'the insulation. At;6 :ills per kWh, the 22,000,000 
kWh saved annually amount to a saving of $1,232,000 annually and 
the 550,000,000 k'W'b. saved over'the 25-year expected lite of Ule. 
insulation amount to a total $30,800,000. These amo~ts saved 
compare very favorably to the $5,700,000 estimated cost of insulating 
.a.nd o",eatherizing the homes .. 

Pacific points out that to the extent insulation a::.d 
weatherization' improvements are ~tal1ed on a cost-e£fectiv~ baSiS, 
all of Paci1"ic' s customers are better o1"! 1"or t·/IO reasons. 

1. The average cost of generation is lower than it '\'.OUld 
be if more expensive plant were built; and 

2. Ratepayers snpport Paci!ic·s invest~e~t in insulation 
and weatherizatio~ ~provements only until such tice 
as participati~e homeowners repay Pacific, whereas 
if Pacific invested in new plant, ratepayers would 
ef£ect1vely have to support tbat plant or its re
place:ent in perpetuity. 

Pacific believes that its proposed residential insulation 
assistance and !~cing progra~ is ~ the public interest. 

Witness Reed also testified that Paci£ic's zero-int~rest 
financing program has been successful in the fou: states where the 
program has been approved and icple:ented. Since its inception last· 
year, Pacific has caused over 4,000 dwell~s ~ be weatherized with 
all: expected a:mual saving !ro'lJ! these jobs alone in excess o:f 22 
million kWA. ~ Oregon 3,354 dwellings have been i:proved at ~ 
average cost per dwelling of $1,365, and an average cost per kWh 
saved of 12.10 mills (exc1udi:l.g overheads). In. WaShington the 
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average cost :per kWn ~ved. has been 8.87 :tl1ls,. in ~ntana 5.30 ::.ills, 
and in Idaho 5.02 mills. Pacific's systemwide administrative over
head has averaged approximately 2.5 mills per kWh. These figures 
compare most :tavorably with the 56 mills per kWh cost associated 
with new generating facilities. 

Witness Reed testified that a ti:ne certain repay::.ent 
schedule, such as that proposed by the Cocmission starr wit~ess, 
would detract from ·the overall program,. would result in re'Wer 
participant~and would be counterproductive. Significant additional 
collection costs would be incurred in making collections after the 
expiration of the time certain. I! the Co:mission does include a 
time certain in the program it approves, Pacific reco~ends the 
use of a speci!ic miniItum monthly paymen.'~, a relatively short 
repay.cent period after the initial 10-year deferment period, and 
use of regular monthly electric billing procedures to collect the 
monthly pa.~ents .. 

John Shue,. Manager of Rate Developcent and Research for 
Pacific, testified in support o£ Pac1~1c's application. He stated 
tha't the California program should be the same as the Oregon program. 
Because of the proxi:ity of the t~ states there will be confUSion 
1£ the two progrruns are different. He is opposed to re~iring 
repayment after a specified period of t~e, such as ten years, 
because the appeal of the program which will make it a success is 
that the custo~er doesn·t have to worry about =aking repayments. 
He testified that the average sa~gs ~ utility bills of castomers 
participa'ting in the program is $l2 per :tonth. To the extent that 
the program lessens future rate increases by reducing the construct1on 
of generation facilities, nonparticipants in the program will also 
benefit .. 

y~. Shue 'testified that R-38 insulatio~ is the practical 
limit for insulatio~ ~ attics. I! the walls are i:sula'teci r the 
total heat sa~.ng :igAt be increased fro~ 5.238 kWh to 6,000 to 
7,000 kWh. However, s~ce there is no vapor carrier in an insulated 
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wall, the installation of insulation il::. a wall rr.ay cause condensation 
resulting in rot within the wall and deterioration of the' insulation 
material. 

Don Grimm, Ge:l.eral Manager ot Energy and Conservation for 
Paci£ic, pointed out that the contrac'tOr has an opportunity to deal 
directly with the ho~eowner and to get him to upgrade the job if the 
ho~eowner wishes to do so. The contractor may inform the hox:eowner. 
that he is bidding on the job, that his bid may be higher than other 
bidders, but that the difference in the bid rr.ay be because of the 
higher quality of his work and materials. 

The progratl otfers the lloIteowner the option of going beyOlld 
the mjnjmum specifications or not taking the lowest bid provided the 
homeowner pays the difference in the cost. Probably l~ of the 
homeowners actually contract for insulation and weatherization work 
above the minimum bid on the minjt:Illm specifications. 

Pacific's auditOrs who, survey the insulation and weatheriza
tion needs of the homes quali£ied to partici:?&te in the program are 
on a s~ary and have no incentive to sell %tore insulation and 
weatherization improvements than are actually needed. The auditor 
doesn't suggest any particular product or denigrate any product that 
meets the s~dard specifications. The contractor's warranty of work 
and materials protects both Pacific and the homeo·Nller. A post-il:.sta.l
lation inspection of the completed installation is made by Pacific. 
Paci£ic is liable to the homeowner under the program only where the 
damages are caused by i~s sole neglige~ce. 

Where the installation is made by the homeowner on a do-it
yourself basis PaCific will finance the cost of the materials but no 
labor under the zero-interest financing program. Any building permit 
fees would ·oe included in the loan. 

The homeowners rw.y pay back the loans ahead. of time if they 
wish to do so for any reason. 
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In Oregon, 2,943 homes have been ~sulated and weatherized 
pursuant to the zero-interest program a:e an average cost of $1,365 
per home or 12.1 mills per kWh saved. Expenditures per home have 
ranged from ~9 to $4,714 and the cost per kWh saved has ranged from 
1 mill to 42 mills. ,The plan provides flexibility to contract for 
insulation and weatherization improve~ents to itidividual homes to 

the full marginal cost or kWh saved, provided the average cost or 
the program is below the break-even point for nonparticipating 
custolters. 

Pacific has already received 2$ applications for zero
interest financing since the January :3 or 4. hearings. It ~l take 
three to four months to implement the plan in California after 
approval is obtained from the Co:::mission. The program will be 
rumounced by bill inserts. 

Pacific' s ~ program has been in operation in California 
for about one year.. Only three homeowners have participated so far 
in the 8% program. Ten others have weatherized their holtes under 
the program but have arranged their own financing. 

IV. Testimony or Public Witnesses 
Three public witnesses testified in support or the 

application and t~~ public witnesses testified in opposition to the 
application. 

Ro bert Louis Ducat is a custorz:er of Paci!ic who resides 
in Crescent City. As he uses gas for space heating he would not be 
eligible for a loan under the program. He is ~terested in the 
program as an applicator 0'£ i:lsulation. He testified t.b.at he has 
done work with his brother under Paci!ic's p~ogram ~ Klacath Falls, 
Oregon, and that the program has bee~ wor~g well in Oregon. 

Ted Hatzi:anolis of Crescent City has lived in Del Norte 
County for over 25 years and has been a customer of Pacific the entire 
time. He owns an electrically heated hoce and would be eligible for 
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a 'loan under Pacific's program. He requests that the program be 
authorized at the earliest possible time. 

Forrest w. Godfrey, a resident of Crescent City, is 
Executive Manager of the Del Norte Mmicipal League, which. is an 
incorporated, nonprofit taxpayer organization comprised of 
approximately 275 individual'and business members ~ Del Norte 
County. He testified. on behalf of the members of the Del Norte 

Municipal League in support of Pacific's proposed. home insulation 
assistance and financing program. He stat'ed that the insulation 
business for contractors and weatherization product sales organiza
tions in Oregon has never been better than since Pacific·s 
irlauguration of its zero-interest program in that state. The 
program will be especially beneficial to retired homeowners because 
many of them would not. have to repay the loans during their li.f'et.imes. 
Although SOIte of the loans might be on the books for 25 to· 30 years, 
the average turnover of property i.::l Del Norte Count.y is every four 
years. He pointed out that it the program is I:lOdi£ied to provide 
for a payback after a ten-year period has elapsed, su~ modification 
would hit hardest at. the elderly and retired alld the low-incoz:e 
homeowners. 

Mr. Thomas M. Ducey is a customer of Pacific who o'wns an 
all-electric home in Crescent City which has already been insulated. 
He test~ied in oppositio~ to Paci£ic's applicat.ion to institute a 
home insulation assistance and zero-interest financing program. He 
contends that only those who need financial help should be able to 

quali.f'y for a loan. It is his poSition that the reCipient of the 
loan should .b.ave tbe option to negotiate the jo·o price with 3.!l 

~lation contractor based upon speei£ications furnished by Pacific. 
He ?Ointed out that the program will result in a rate increase af'ter 
it is i:c.stit~ted and he testified that the results are severely 
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. compromised because the program makes no provision for insula~ion or 
the walls. He con~end$ tha~ Paciric~s proposal should be rejected 
and, it should be required to submit a ::.ew proposal .. 

Edward L. Ackerman of Crescen~ City, a me~ber of the 
Del Norte Count.y Chapt.er of the . ..American Associat.ion of Retired 
Persons, also testified in opposition to the applica~ion. He 
pointed out that although the application states that it is not an 

application for a rate increase, the e~nses rela~ed tc· the program 
will be included ~ rate increase applications to be riled by Pacific 
in the fut.ure. He testified that approximately 6,000 of the 18,000 
persons who live in Del Norte County are 55 years of age and older .. 
In order to reduce their rising heating costs many members of the 
Association have already weatherized their homes. He contends ~t 
Pacific's ratepayers in Del Norte CoWlty should not be required to 

subsidize the costs of insulating the homes of well-to-do property 
owners .. 

V. OppoSition of Insulation Contractors Association to 
Pacific's Pro~sed Program 

Joseph. rIonick, Executive Director of the Insulation 
Contractors AsSOCiation, (ICA), testi£ied at the hearing and filed 
a w.ritten statement on behalf of the ICA 1n opposition to the granting 
of the application. 

reasons: 
ICAurges that the application be denied for the following 

A. Pacific's proposal moves toward usurpation of the 
independe:o:c insulation co.:::crae't.ors· rigb:c and ea'Oacity 
to compete freely and fairly ~ the =arketplace .. -

B. Paci£ic·s proposal ~easonably discriminates with 
respect to the rights o! individual contractors. 

C. Pacific has failed to prove that the program -".ould be 
~ractical in the Cali!or--ia :arket~lace. . . 

D. Pacific would discriminate against households that do 
not meet the test of saving money for Pacific. 
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E. Pacific's proposal sets the stage for expansion of 
such programs throughout California and the eventual 
placement o£ insulation contractors under direct 
control of the Commission and the 'utilities themselves. 

ICA points out that the application provides that "the 
Company will arrange and pay for all labor and materials associated 
with installing the cost-effective insulation or weatherization 
materials in the dwelling." ICA co~tends that sueh a pr?gram will 
plaee Pacific in unfair com~tition with independent insulation 
contractors for insulation products in times of potential shortages 
and-place the insulation contractor in a subservient position to the 
utility, even though both are si=ilarly licensed under the Cali!o~-ia 
law. IeA points out that the contractors bid to Pacific ~d not to 
the eustocers to get the work and that the contractors assume all 
liabilities to the consumer and Paci£'ic, even to the point of holding 
PacifiC harmless for work done. FUrther, Pacific, a C-2 licensed 
insulation contraetor under the laws of the State ot Cali.fornia, 
would exercise the right to inspect the work of the independent 
insulation contractors who actually perform the work., ICA contends 
that contractors who do not wish to operate under Pacific·s· program 
will have little chance to co~pete ~ the same carketplace • . 

lCA points out the parallel wh.icll exists between Pacific·s 
program ~~d other greatly publicized pro~ses o£ gover--ment-supported 
insulation programs which brought about a recession in the ~su1ation 
business several years ago. 

rCA also points out that Pacil"ic has refused to diselaitl 
any possibility o~ moving directly into the i=.sulation effort itself. 

ICA urges that Pacific's pro~sal be rejec~ed and the entire 
concept of retrofitt~g California residences be rethought with a 
view to accepting the in.st:lation contracto::-s i:l an equal ~ rather tha::. 
subservient~ role to that of the ~ti1ities. 
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VI. ModU'ications or Pacific t s Progra: Proposed. by the 
Commission Starr 
Br~ D. Schu:acher testified for the Energy Conservation 

Branch of the Co:mission that two modificat.ions of Paei!'ic·s plan 
are proposed. 

The first modification would require the homeo'Wller whose 
home has not been sold within a period of ten years alter the. 
completion of the weat.herization improvements to begin repayment at. 
a fixed low monthly rate. still without interest. and t.o continue 
such payxtents until the loan is repaid or until the unpaid balance 
or ~he loan is repaid at the time or a sale or the home. This 
modification is intended to ensure that repayment of the loan wili 
occur within a reasonable time. 

The nomj,nal repayment. 'WOt:ld be 1% or the installed cost, 
but not less than $5 per month. In order t.b..at recorcikeepi:l.g for 
loan repayment be Simplified. the starr recocmends that the monthly 
payment be rounded to the $5 a:ount nearest the nominal 3l:OUIlt. The 
average payback period then would be 100 months or $ 1/3 years. In 
extreme cases, for example, a $1.,245 l.:lstallation, the required $10 
payment would amortize the loan in 125 months or 10 5/12 years, 
whereas for a $1,255 installation the $15 payment would payoff the 
loan in just under 7 years. 

The sta£f proposes that the property o-wner be required to 
begi."'l to ::::ake such monthly repayxtents-·only if' he or she bAs been 
receiving the benefit or the weatherization for 10 years ana ~s no 
immedia~e pla:s to transfer title to ~he dwelling. 

The staff gave an example of the cos~ effects, assuming 
that $1,500 of weatheri~ation work in 1980 saves 5,000 kWh per year. 
If the ho~e were unsold, repa~nt of the loan would begin i: 1990. 
If conserved electricity cost ~he ~OQeowner $0.05 per k·~4 at that 
time, ~he I:lonthly saving 'WOuld be $20.83. The pay::ent of l~ or $15 
per month on the loan would be less than the saving ~ the electric 
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bill by reason of the weatherization. The electricity saved by the 
time the monthly payxtents would begin would be worth. $2 ~489 in 1980. 

The staff' prepared. Tables 1 and 2 of Exhibit. 5 to show the 
effect of the proposed 1" monthly loan pay:ent after ten years on the 
costs of' the program to nonparticipants. The tables show that on a 
$1,500 home weatherization investment by Pacific the $l~306 present 
wortb. of' the cost of' carrying the loan could be red.uced to $1.215 by 
a 1~ monthly loan,pay:ent. atter 10 years. The star! anticipates 
that the proposed modification will ~esu1t in additional. administrative 
cost to Pacific of about $10 per year per account during the monthly 
payment period. Reduced carrying costs due to earlier repayment .. 0£ ' 
the average'loan by th.e homeowner should l~ad.tc a ~et cost ~eerease 
to Paci£i-c· 8nd, its··ra'te~yers .. 

The staff also reco~ends that transfers involving close 
relatives be consid.ered. exempt transfers. In. the. case of" such 
transfers immediate payotf of principal should not be required. 
but monthly payments should begin ten years after the completion • 
of the weatherization of the home. The term ~close relative~ would 
be defined 'to include the following: husband, wi!e. tather~ mother, 
grandfather, grandmother,son, daughter, brother, or. sister, including 
such ~elationships brought about by marriage or adoption, such as 
daughter-in-law, mother-in-law, and st.ep-daugAter. 

The stat! further recocmencis that Pacific be required to 

file quarterly reports in a format sill:ilar 'to Exhibit 7, attached to 

the application which is ~bit 2 in this ?roceed~g, including 
data for the current quarter as well as the program to date, along 
with a derivation of' the current mills per kldn saved at ratepayer cost. 

In additio~, the staff' reco=me~ds that Pacific be required 
to file a report o! a full cost-ef'fectiveness study of the Cali!ornia 
program for statf' analysis an~ acceptance prior to PacifiePs filing 
its next application for rate increase. Included in the report should 
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be ~ derivation 'Nith references of the applicable housL~g turnover 
rate by year a~d derivatio~s of ~~rgi~al ~~cl averag~ costs ot 
electricity as well ~s d~ta a~d co:putations ot the type co~taL~ed 
in the E:'lergy Conservation Branch re?Ort ~:ltitl'3d, "Cost. Effect.iver.ess 
and. Energy Co~servation Policy", ciat.ed Oct.ooer 1,. 1979. 

Walter Covag~aro of the Policy Unit also t.cstifieci on behal~ 

of the Co~~ission staff in ~~pport of ?aci~ic's pro?Osal ·Nit.h t.he 
modificationspro?Osec. by ·..,itness Scht.u:"..;J.cher. He pointed out. t.M't. 
?acitic's est~te tr~t 4,200 electrically heated ho~es require 
weatherization out. o! t.he 29,000 ho:es of ~~sto~ers in Pacific's 

California service area, clearly justifies special progra:s ~ 
conserve t.he substant.ial a~ount.s of energy pres~ntly cX?e~ded un-
necessarily. 
conservation up ~ t.he full margir~l cost of new ener61 resourccs~ 
The non?articipatL~g custo~~rs ·..rill benefit i~ t.he sno~ run as well 
8S the lo~g ~n. Witness Cavagnaro recorr~ended tr~t ra~he~ ~han 
prescribe a ur.i£o~~ plan !or weathe~iz~tion of homes in California 
t.h.:!.':. . Co . . 

~ne r=l.lSSl.O~ e~courage the utilities to devise approaches 
that they thL~k are suitable ~or their o'~ particular ser/ice 3reas 
and then hold loc~l hearings to get input. fro: the local people .~~~ 
respect to the kind of ?~ogram they would like to ~ve put in~ effect. 
The Co~ission is encouragL~g the ut.ilities to devise programs :or 
the develop:::e~t of other rene·..,ra. ole reSources ond. is a.llowing expe~di
tures up to the full ='.::lrgir..al cost. to c.e'lelop those reSources. 
?~cific's conservotion progra= will p~ovide equivalent capacity ~nd 
ener~1 at a ~ch lower p~ice t~n eith~r co~ventional resources or 
the develop:::e~t o! other rene~~ble resources. Witness Cavagnaro 
supports Pacific's pro?Osal to offcr wODtheriz~tion iu-provements to 
individual homeowners up to lull =arginal costs in view of t~e fact 
t.hat the overall progrD::: costs · ..... ill still be kept below the break-even 
point,. 
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V!I. Issues 
The iollo~~ng issues have been r~ised by the parties to 

this proceeding: 

~~""T 'IJ..I. .... 

• i'o.. 

Pacii"ic's 

A. Snould the repa~ent of the loans ~ade pursuant to 
?acific's ~ro~sed zero-~~~erest reside~tial insula
tion assis~ance and financing program be openended 
to the date of transfer for substantial considera
tion or commence in any event ten years 3fter the 
com~letio~ of the weatherization of the homeowner~s 
residence? 

B. Should transfers to close relatives of residences 
which have been weat~erized under ?acific's proposed 
program be exe~pt transfers not requiring repayment 
of the loans at the time of such transfers? 

c. ~nould Pacific be required to insulate ~~lls as a 
part of its proposed weatherization program? 

L. Should Pacific's pro~sed zero-interest resid¢n~ial 
insulation assistance and fir~ncing program~ as 
modified by the Co~~ission, be approved? 

S. Should Pacific's proposed accounting and ratemaking 
treatments of the costs associated ~~th the pro?Osed 
program be approved? 

Discussio~ o~ the Issues 
Shou:!.d the :--o::-pay:nent of t.he loa:ls made pursuant. to 
proposed zero-interest ~esident.ial insulation assist.ance 

and financing progra: be openended to t.he date of transfe: for 
subst~ntial consider~tion or co~ence in any event. ten years aft.er 
co~pletion of the weathe~ization of the homeo'~er's reSidence? 

Pacific has opposed 3 tL~e certain repa~ent schedule 
s~ch as t.hst proposed by the staff on the groundS that such 
~odification of the Pacific's ?rogra~ would increase the cost of 
t.he collection of the loans and would result in fewer ho~cowners 
participating in the program. Pacific also urges that the California 
program be substantially the same as its Oregon program to avoid 
confusion which ~3y result because of the proxL~ity of the Califo~-ia 
and the Oregon customers to each other. ~n the event the Co~~ssion 
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does approve a time certain for repaycent o~ the loans, Pacific 
recommends the use of a specific min~ monthly paycent, a 
relatively short re~yment period after the initial lO-year defer
ment period, and use of a re~~ monthly electric b~li:lg proced.ure 
to collect the monthly payments. 

Witness Godfrey pointed out the time certain payback 
modification wil1a!~ect hardest' the elderly and retired and the 
low-income homeowners. 

The staff has pointed out that if its recor::mendation 
for a time certain date for the corcmencement of repayments on the . . ( . 
loans is ado'pted, the program will be less expensive for Pacific's 
nonparticipant ratepayers and for those ~icipating ratepayers 
who transfer their homes within ten years after completion of 
weatherization of their homes. For those homeowners who are 
required to commence repayment of th.eir loans after ten years, the 
monthly paj'ments will oe less than the savings on their electric 
,bills which have resulted from the weatherization of their homes, 
they will have already saved more in electricity charges than the 
initial cost of the weatherization, and they will have had zero
interest loans for periods ol time ranging froe. ten to twenty years. 
These benefits should give homeowners sufficient incentive to 

weatherize their homes. Also, if the staff modification is adopted, 
almost all loans will be repaid dt:ring the use£ul life of the 
weatherization improvements. Under Pacific's plan loans OIl homes 
which are not transferred during the useful life of the weatherization 
improvements could continue to be outstanding and. unpaid beyond the 
time Pacific and its ratepayers would be receiving any benefits from 
th~ improve~ents. 

For the reasons set forth by the staff we '~l adopt the 
modification proposed by the sta!'f:, which provid.es for repayment or 
the loans wru.ch are still outstanding ten years a£ter the cocple't.ion 
of the weatherization improvements. T~c s~fr-pro?Osed ~odifieation 

incorporates the suggestions of: Pacific for the use of a specific 
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minimum monthly payment,., ·..rhich is $5 per month, and a repaytlent 
period which 'Wil'! 'be relatively short, and in most cases,. not 
exceed the useful life of the weatherization improvements. Paci~ic 

will be permitted,. W!lere appropr~te,. to use regular monthly electric 
billing procedures to collect the monthly payments. 

B. ,Should transfers to close relatives of residences whic~ 
have been weatherized und.er Paci!ic·s ~roposed progra: be exeLlpt 
transfers not requiring repay:ent of the loans at the time or such. 
transfers? 

r Since the Co~ssion has adopted the staf! proposal to 

provide for repayment of all outstanding loans after ten years, it 

is appropriate also to adopt the stafr proposal that transfers to 

close relatives be excluded from the repayment requirement at the 
time of such transfer to avoid any hardship which may result if 
repayment were required at that time. However,. without the ten-year 
lil:itation such an exemption tight allow a loan to continue unpaid 
indefinitely through successive transfers to close relatives. 

C. Should Pacific be required to insulate walls as a part of 
its proposed weatherization program? 

Pacific has exolained that si:l.ce there is no va'OOr . . 
barrier in an insulated wall, the installation of insulation in a "Ilall 
~y cause condensation resulting in rot within the wall and deterio
ration of the insulation :aterial. U~~il this problem is solved 
Pacific does not ·..risn to include wall i:sulation in i~s weatherization 
program. Nevertheless. we will reqnire Pacific ~v study this ma~ter 
further and pro viae a report and reco~endations on the means of 
overcolt.ing the problems indicated with.i::.. .one hundred and eighty days 
from the date of this decision. 

D. Should Pacific· s proposed zero-interest r~sidenti31 
insulation assistance an.d. !'inancing programy as modified by the 
Commission, be approved? 
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Pacific has pointed out t~t to the extent that insulatio~ 
and weatherization ~provecents are installed on a cost-effective 
basis, all or Pacific·s customers are better off for two reasons: 

1. The avera~e cost of ge~eration is lower than it 
would be if more expensiv~ ~lant were built (the need 
for high-cost new generatio~ capacity is avoieed or 
reduced). . 

2. Ratepayers support Pac1£ic·s investment in insulation 
and weatherization improvements only until such time 
as participat~g ho~eowners repay Pacific, whereas 
if Pacific invested in new ~l~~ ratepayers would 
effectively have to support· that plant or its re
?lacement in perpetuity. 

Pacific has introduced evidence to show that during the 
period 1973 to 1978 the cost of steam production plant has inereased 
at an annual rate of 12 .. 0% and that there has been a s1I:lilar escala
tion of the cost of debt capital needed to finance construction. As 

long as the average cost of weatherization is below 28 mills per k~ 
saved~ nonpartieipants in. the program will bene£it. A:n analysis or 
2,Ol3 eompleted weatherization jobs in the Oregon ~rogram shows 
that the average cost has been 14.5 ~ls per kWA saved. 

Pacific estimates that retrofitting all the qualified homes 
in its California service territory witn cost-effective insulation 
and weatherization will cost approximately $5,700,000 and that the 
550,000,000 kWh saved over the 25-year expected life of the insulation 
at 56 mills per kWh saved .,r.J.l amotl:lt to a tot.al saving o£ $30~800~000. 
These sa~-llgs will be reflected in the ra~es whicA are enarged to all 
California ratepayers .. 

Participating homeowners have an additional incentive to 
participate in the program by reason o£ the reduction in the amount 
o£ electricity consumed in their weatherized homes. The average 
savings to customers partici~ting in the progra: is $12 per month. 
The sta£! witness estimated that a homeowner ·~th $1,500 o£ weatheriza
tion work completed ~ 1980 ·HOuld have saved electricity by 1990 which 
\\'Ould have a present value of $2,1..89 y alld ti'le monthly savi!lg in his 
electric bill in 1990 would amount to $20.8). 
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Paci~ic~s $% interest progr~ has been in operation in 

California tor about one year. So tar only three homeowners have 
participated in this program with. f'inancing provided by Pacif'ic-. 
Ten others have weatherized their homes under the program but have 
arranged their own financing. 

Pacif'ic's zero-interest program has been successf'ul in 
the f'our '-states, Oregon, Washington, Idaho and Montana, where it 
has been approved and implemented. Since its inception last year, 
Pacitic has arranged for the weatherization of' ov.er 4,.000 dwellings. 
The expected savings in electricity from these three jobs is in 

excess of 22 million kWh per year. 
The program may result in Pacific~s near t.erm rat.es being 

higher than theY'otherwise would be but the overall ef'f'eets of the 
program will be favorable to both participating and nonparticipa~ing 
ratepayers. 

ICA has urged that Pacific's application be denied for 
several reasons. Each of these grounds will be considered separately. 

ICA contends that Pacitic's proposal ~oves toward usurpation 
of' the independent insulation contractor's right and capacity to 

compete freely and fairly in the marketplace. 
Pacii'ic points out 'that. under its prograc. any qualified 

contractor may bid on a job. Also the contractor has an opportunity 
to deal direct.ly with the ho~eowner to get the hoceo~~er to go beyond 
the mi~icum specif'ications or not to take the lowest bid by paying 
the difference in cost. Probably l~ of the homeowners contract f'or 
insulation and weatherization work above the minimum bid on the 
minimum specifications. ?acif'ic's auditors who survey the insulation 
~d weatherization needs of' the homes are on a salary rather t.han 
a commission. Such auditors do not suggest any particular product 
or denigrate any product that meets sta:dare speci£ieations. 
The insulatio~ and weatherization contractors will have a f'air oppor
tunity to co~pete f'reely f'or the work ~ be perforced on the ho~es 
that qualify under Pacif'ic·s proposed prog.rac. 
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ICA contends that Pacific's proposal unreasonably dis
erimina~es with respect ~o the rights of individual contractors. 
ICA points out that the contractors bid to Paci!ic and not t¢ t.he 
homeowners to get the 'WOrk and that the contrac-tor assumes all 
liabilities to the co:tl.SWter and Paci.fic even 'to the point ot hold.ing 
Pacific harmless for the work done. Furthe~ Paci£ic will exercise 
the right to inspect the work of the i:lsulation contractors WAO 

actually perform the work. These aspects of the program are for 
the protection of tlle hoceowners, Pacific,. and its ratepayers.. They 
ensure that the program ·~l operate QOre efficiently and ef!ectively 
and are reasons the progra:: should be approved. rather than dis
approved.. 

ICA. contends that. Pacific has failed to prove that the 
program would be practical in the California marketplace. The 
evidence which justifies approval of Pacific·s program in California 
has been fully reviewed above and will not be repeated here. 

ICA. contends that Pacific ~uld discriminate against 
households that do not meet the test of saving ~on~ for Pacific. 
PacificPs criteria for the selection of residenee~ to quality for 
insulation and weatherization improvements and the criteria for 
detemining the extent. o£ such improvements are reasonable and. hence 
will not result in unreasonable discrim~tion ~d preference ~o~ 
Pacific·s ratepayers. 

ICA. contends that ?aci£ic·s proposal sets the s~ge tor 
expansion ot such program throughout Calitor""'...ia and. the eve:ltual 
placemen~ ot insulation contractors und.er direc~ control of the 
Co~ssion and the utilities themselves. 

In conside~~g this application the Co~ssion is acting 
pursuant to recently enacted J.:B 12$7 (1979) which. in Section 3, 
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provided that Section 2789 should be added ~ the Public Utilities 
Code. Section 27$9 reads as follows: 

~2789. NOtwithstanding any provision of this part, 
the commission may permit or require any electrical 
or gas corporation subject to its jurisdiction to 
institute energy conservation programs for its 
customers, including related financial assistance 
at terms found reasonable by the eo~ssion. Such 
terms may include any provision or this chapter. 
This chapter shall not apply to solar water heating 
systems or active solar space conditioning systems. 
The commission shall initiate appropriate actions to 
secure exemptions or waivers which may be required 
under federal law. Nothing in this chapter shall 
expand~ limit, or contract the general powers of 
the commission contained ~ this part or the authority 
of the commission regarding the ter=s and conditions 
of service by a utility. A:..y work requiring a 
license pursuant'to Cna~ter 9 of Division 3 (co~
meneing with Section 7000) of the Busi:J.ess and. 
Professions Code which is performed pursuant to such 
an energy conservation program shall be performed by 
a licensed contraetor.~ 
Section 4. or AB 1287 (1979) reads as follows: 
~SEC. 4. It is the purpose or the Legislature :in 
enacting Section 3 of this act to reaff~ the 
authority of the Public Utilities Commission 
respecting the regulation of public utilities 
notwithstanding the opinion of the Cali!ornia 
Supreme Court in Southern Califor::.:ta Gas Coxnpany v. 
Public Utilities Commission, 2.4. Cal. 3d 653.·· 
Hence it is clearly provided by statute that this 

Commission may permit or require Pacific to institute a residential 
insulation assistance and rinancing program. 

Rather than prescribing a uniform plan for weatherization 
of homes ~ California, the Co~ssio~ as recccmended by the 
staft,~l proceed to encourage utilities to devise programs that 
are suitable for their o'WU particular service areas an.d to file 
applications request~g Co~ssion approval of such programs. Concerned 
parties will have an opportunity to participatei:l the developz:.e:c.t of 
such programs at the public hearings which will be held on the appli
cat.ions. 
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The evidence in this proceedi:lg is convincing in support 
of the Pacii"ic·s proposed zero-interest residential insulation 
assistance and financing program, as modified by the Commission, 
and it will be approvea. 

E. Should Pacific's proposed accounting and rate~king treat
ment of the costs associated with the proposed program be approved"? 

No party raised any object~on to Pacific's proposed 
accounting and ratemaking treatment of the costs associated with 
the proposed zero-interest residential insulation assistance and 
financing program. Except for Pacific's allocation procecure.they 
are reasonable and will be approved. Pacific's allocation procedure 
is still at issue in Pacific's Application No. 58605, and this issue 
will be resolved when the final decision is issued by the Commission 
in Application No. 58605. 
Findings or Fact 

1. To meet the increasing demand for electric service in 

Califo~ia, Pacific has continued to expand the ca~city or its 
electric generating system and has participated in the planning and 
construction of jointly owned regional facilities with other utilities. 

2. In building new plant to meet the increasing demand, 
Pacific has been faced with continuously escalating construction and 
financ~g costs. 

3. To the extent that a lesser quantity or prod~ction plant 
is constructed, the average cost or generation will not increase as 
quickly as it otherwise would. 

~. Conservation is an effective ceans of lessening the long
term need for ne~ generation plant and attendant rate increases. 

5. Given Pacific's current residential nonlifeline tailblock 
rate or approximately 27 ~ills, the average lifetime cost or 
weatherization t:Ust be below 2$ :ti11s ,er kiovn saved for nonparticipants 
to bene£i~ from the proposed zero-interest reSidential insulation 
assistance and financing program. 
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6. An analysis of the 2,013 completed jobs in Oregon shows 

that the average cost to ratepayers of installing insulation and 
weatherization materials has been approximately 12 mills per kWn ' 
saved, to which figure should be added approxil::la.tely 2.$ mills 
~r kWh saved for Paci!ic·s cost o~ a~ister~ the program. 

7. There are approximately ~,200 electrically heated single
family dwellings and duplexes in Pacific's California service 
territory whose ~ation and weatherization could be cost 
effective. 

$. Retro~i tting all the qualified homes in Pacific's 
California service territory with cost-effective insulation and 
weatherization will cost approximately $5,700,000 and the 
550,000,000 kWh saved over the 25-year expected life of the 
insulation will amount to a total saving of $30,$00,000. 

9. To the extent insulation and weatherization improvements 
are installed on a cost-effective basis, all of Pacific's customers 
will be better off because (1) the average cost of generation will 
be lower than it 'WOuld be if more expensive plant were built and. 
(2) ratepayers will support Pacif'ic's investment in insulation and 

weatherization improvements only until such time as partiCipating 
homeowners repay Pacific, whereas, it Pacii'ic invested. in new plant, 
ratepayers would effectively have to support. that plant or its 
replacement in perpetuity. 

10. The adoption of the ten-year time eer'tai:l. proposal for 
the co=mencement of repayment on loans issued under Pacific's 
progra:'-will ::ake the program less exper.sive for Pacii"ic's non
partiCipating ratepayers and for those participating ratepayers who 
transfer their homes within ten years after co:p1etion of the 

. weatherization of their homes. 
11. Under the staff-proposed modification the monthly payments 

for those ho:c;eowners who are required to com.enee repayment ot their 
loans after ten years will be less than the savings on ~heir electric 
bills which have resulted fro~ the insulatio~ and weatherization of 
their homes. 
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12. Under the staf'f-proposed modif'ication for repayment of 
loans after ten years almest all loans will be repai~ during the 

• 
useful life o.f' the weatherization improvements. 

13. Und.er Pacific· s umno.dif'ied proposal loans en hemes .... rhich 

are no.t transf'erred during the useful life of the weatherization 
improvements co.uld continue t¢ be o.utsta.:l.ding beyond the til:e 
Pacific and its ratepayers wo.uld be receiving any benefits fro~ the 
weatherizatio.n improvements. 

14. The'ado.ption of the modification proposed. by the staff that 
transf'ers to close relatives be exempt transf'ers not. requp-ing . . .. 
repayment ef' the loans at the time o.f such transfers will lessen 
the hardship en some o.f the participati:lg bo.rrowers and will 

.. -;.: ....... . 

enco.urage more ho.meowners to. participate in the pro.posed zero-intere~t 
residential insulatio.n assistance and financing program. 

15. Since there is no. vapor barrier in an insulated wall~ the 
~stallatio.n o.f insulation in a wall may cause co.ndensation resulting 
in rot within the ~ and deterioration of the insulatio:l xcaterial. 

16. The insulation and weatherizatio.n contractors will have a 
fair opportunity to compete fully fer the work to. be per£ormed on 
the ho.mes that qualify under the zero-interest residential insulation 
assistance,and financing p~ogram. 

17. The pro.visiot$o.f the zero-interest residential insulation 
assistance and f~cing program which provide that the contracto.rs 
bid to Paci£ic and not to the homeowners to. get the co.ntracts !or 
the work, that Paci.fic shall inspect the work of the insulation 
contractors upon completion. o~ the jobs to. make sure -:hat they comply 
with the specifications of 'the contracts. a:ld that the contract¢rs 
sha11 assu:r:e all liabilities to the consumers and Paci£'ic arisi:lg 
out of their perfon:::ance of the insulation work even to. the point of 
holding Pacific ~ess are for the protection o~ the hOQeo.~~ers, 
Pacii'ic and. i-:s ratepayers and e:lS'Ure that th.e progra:n ~.ll opera-ee 
more _e!f'iciently and e.f'£ee-;_i~ely. _ 
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18. Paei£'ic' s proposed residential ins'l.:lation assistance and e 

finaneing program, as ~odi!ied by the Commission, is in the publie 
interest. 

19. Except for Paei£ic's allocation proeedure, Paeifie's 
proposed aecounting and ratemaking treatments of t.he eost assoeiated 
with the residential insulation assistanee and financing program 
approved by the Co~ssion are reasonable and satisfy the require
ments of See. 2l5(c)(2)A of NECPA a:ld are likely to result. in lower 
rates to Paeif~e's·ratepayers than would oe~ if Pacific did not 
treat such eosts ~ the manner proposed. 

20. Pacific's allo~ation'proeedtire will be resolved when the 
final deeision in Application No. 58605 is issued by the Commission. 
COnclUSions of taw 

1.. The ltodi£ication to ?aci1"ic's :plan :proposed by the starr 
whieh provides for repayt::.en't- of loans which are still outs~ding 
ten years after the co:pletion of the insulation and weatherization 
improvements should be J1dopted. 

2. The ~odification to Pacifie's plan proposed by the star! 
whieh provides that transfers to close relatives of residences whien 
have been weatheriz~d under Pacifie's proposed program should be 
exempt transfers not requiring re-pCl.y::ent of the loans at the tiI:e 
of such transfers should be adopted. 

;e Paeifie should no't- be required to insulate "h"al1s as a 
part of its proposed weatherization prograQ at the present time. 
Nevertheless, ?acii'ie should be required to study and report on the 
feasibility of including wall in~ation in its program. 

4. Pacific's service to be performed under the zero-~terest 
residential insulation assista:l.ce and. financing prograJ:l, as modi
fied and approved by the Commission, ·~.ll not constit~te undue or 
unreasonable discrimination in violation of Califor:lia law, ineluding 
Seetion 453 of the Public Utilities Code. 

5. Pacific's proposed zero-interest residential ~sulation 
aSSistance and financing program, as :odified by the Commission, 
should be a?~roved. 
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6. ?~eific's proposed acco~~~i~g Dno ra~eoakir.g trea~m~nt of 
the costs associat.ed wit.h the zero-i:lt.eres': residential assist.ance 
and fin~r.eing progrDm ~pproved oy this Co~ission should be approved. 

7. Pacific should be required to file semi~ual reports in 
a fo~t similar to Exhibit 7, attached to the applicatior. which is 
E~~ibi~ 2 in this proceeding, including data for the cu~ent q~arter 
as well as the program to date along with a deriv~tion of the cu~ent. 
xr.ills per k'lfn saved 'roy rn.tepayers,r .. 

8. PD.cific should be required. 'to file D report. or a full 
cost.-effectiveness study of the California program for staff 
nnalysis and accept.ance prior t.o Pacific's filing it.c ne~ appli
cat.ion for a general rat.e increase. Included in t.he report should 
be a derivation ~~th references of the applicable housing turnover 
rate by year and derivations of marginal and average cos~s of 
elect.ricity D.S well as da~a and compilations of the type contained 
in the E.."l.ergy Con:;ervat.io:l Branch report -entitled,. "Cost Z!'!'ect-iveness 
a~ci Energy Conservation ?olicy", dated October 1, ~979. 

9. The Comoissio:l should support Pacific's application to 
~he U~ited States Department of Energy for a permanent waiver pursuant 
to Section 216(e) of NEC?A of Pacific's zero-interest residential 
insulation assistance ~nd financing progrom, 35 modified and approved 
by this Co=~ission. 

10. Because of the public need to ?ut the zero-interest 
residential assistance and financing prograz into effect os soon as 
possible, the effective date of this order should be the ci~te of 
issuance. 
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o R D E R ......... - --
IT IS ORDEP~D that: 

1. Pacific Power & Light Co~pany's (Pacific's) proposed 
zero-interect residential insulation assistance and financing program 
is ~,pproved subject to t,he following :r.odifications: 

3. If the loan has not been repaid as a result of a 
transfer of the weatherized dwelling within ten 
years after tho co~pletion of the insulation 
and -.,:eatherization ir:lprovements, or ot.her,,'ise, 
t.he homeo~.~r incurring the loan shall begin 
repa~cnt of the loan without int.erest at the 
rate ~er month of 1% of the a~ount. of t.he loan 
rounded to the $5 amount noarest th~ nominal 
amount, but not less than $5 per month, and 
such monthly payments shall continue until the 
loan is p~id in full. Pacific rn~y bill the 
nomeo'Nner for such monthly payrr.ents as a 

... '.. ...,.. . b'l' '.f" th separa~e ~~em on n~s e_ec~r~c ~ _5, l. .e 
ho~eo~ner is a customer of Pacific. 

b. Tr&nsfers to close relatives, as hereinafter defined, 
of residences which have been weatherized under the 
zero-interest residential insulation" assistance ~nd 
fin~ncing procram Sholl be exempt transfers not 

. . t .(>"'h' ..... h ... ' f requlrlng repayr.en 0.. ~ e ~oan a~ ~ e vlme 0 
such tra~sfer. ~uch exe=~t transfers shall be 
subject to re~~ent ten years after com~letion of 
the insulation and weatherization im~rovements, as 
provided in Ordering ?ar~gr3ph 1.a above. To 
accomplish this modification, the wording of the 
first sentence of Paragraph ~ o~ the proposed 
"Insulation Cost Repayrr.e:lt Agreement and Y.ortgage'~ ~ 
set forth as E~~ibit 1, attached to the application 
herein. shall be amended by adding the !ollo~~ng: 
"except for such trans!ers to close relatives, :lamely? 
husband, wife, father, mother, grandfather, grandmother, 
son, daughter, brother, or sister, including such 
relationships brought on by adoption or carriage, 
without 1i:itation such as daughter-i:l-law, =other-in~ 
law, or stepdaughter. " 
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2. Within thirty doys a~~er the end of each semiannual 
period.,. commencing With the period ending June 30, 1980, P'acific 
shall file with the Co~~ission ~n original and twelve copies of a 
repor't in a !or:r.at similar t¢ Exhibi~ 7 ~ 8t;ta.ched t.o the applic.lt.ion 
which is E~~ibit 2 in this ?roc~eding, including dat~ for thp. current 
quarter as well as the progr~m to date olong with a derivation of the 
current mills per kWh saved by ra.tepayers. 

3. Within one hur.dred and eighty en,s af~er the ef!ec~ive 
date of this deciSion, Pacific shall file With t~e Commission ~~ 
original and twelve copies of a report ~~d recomcendation on the' 
feasioility of including wall insulation in its program. 

~. ?rior t.o filing its next application for a general rate 
. ? . r' (" .. rr 1" 1 .... ' 11 r'l ~crease, aCl.lC, ~or s~a.~. ana YSlS ana approva , ~r4 ~l e 

/ 
/' 

an original and twelve copies of a report of a full cost-effectiveness 
study of the zero-interest residential insulation and tinancing 
progra~ ~pproved in this order. L~cl~ded in the report shall be 
a ?eriv.a~ion with references of the appJ:icable housing tur:'lover 
rate by year and derivations o~ ~arginal a~d ~verage cos~ o~ electri
city as well as data and computations of the type contai:'led ii the 
Energy Conservation Branch report entitled. "Cost Effectiveness 3:l.d 
Energy Conservat.ion Policy", dated OctOber 1, 1979. 

5. Pacific shall account for amounts paid to insulation and 
we~therization con~ractors by charging Account 124~ Other Investments. 
Re?-lyments on loans for t.he insulatio:l ond weat.herization work sr.u'j.ll 
be credited to Account 124. Operating ex?~nses associated with 
the zero-interest resident.ial ins~lation assistance and fina:'lcing 
?ro~am, including Pacific's labor, matcri~ls costs, transport.ation, 
and other appropriate charges, shall be charged to Account lBo, 
Miscella:'leous Deferred Debit.s, and amortized to Account. 90S, Customers· 
Assista~ce Expenses, over a ten-ye~r period. &~y loans which prove 
uncollectible shall be wri tt.en off a:'ld charged to, Account 90S. 
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6. '." For r3~emaking pur?Oses e~nses associated ~~th the ., .. 
zero-~~erest :esiden~ial insulation assistance and r~r.eing program 
shall oe charged to Accou.~t l86~ Miscellaneous Defe~ee Debits, 
and a:o~ized over ten years to Acc~t 90S, C~sto=ers' Assis~ce 

Expenses. ~-is te~-ye~ ~o~ization of expenses shall also apply 
to inco:e ~x calculations tor ratecaking p~ses. All una:ortized 
operating expenses applicable to the progr~ which ~re charged to 
Account 186, as well as insulation and weatherization costs re:aining 
in Accoun~ 124, shall be included in Pacific'S rate b~se ~or 
rat.emaking pu...-poses. All rat.e 'base amounts anc. operating e~nses 
associa~ed with ~he progra~ in Cali!o~ia shall oe assi~ed directly 
to California. Pacific's allocation ?roced~re ·~ll be resolved when 
£L~l decision is issued by the Coc:ission L~ Application No •. 5~605-

The effective c.ate of this order is the d.~te hereo!".: 
Dated A'R 2 19SO , at San :ra!'lc1sco, Cali!'Or:lia. 
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