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032.-2 ~ rm~ (0J r l}n 1M n 
Decision ...., t. J'u1y?, 1981 ~ Ll~ U t1Q U lit ~ \1:. 

BEFORE mE PUBUC UTILrrIES CCI1MISSION OF !HE SIA.IE OF CALIFORNIA 

Application of PACIFIC GAS AND ) 
ELEcrRIC CCtiPANY fo= autborit:y, ) 
among other tb.inY.s, to include a ) 
Solar Financixlg Adjustmex2.t Clause ) 
in its electric and gas tlriffs ) 
and for authority to :increase its) 
rates thereunder to implement the ) 
OIl 42 demonstration solar fi.nan- ) 
cing program or~:ed in Decision ) 
No. 9225l. , ( 

(Electric cd Gas) 5 

Application 6005& 
(Filed November S, 1980) 

(See Decision 92906 for appearances .. ) 
Additiona 1 Appear:cces. 

David g Gilmor$.t Attorney at Law, for 
SOU ern cal:u:or.c.ia Gas Ccr.l:pany, interveuor • 

PhiUismehl, Attorney at !.a:w, for the 
slon staff. 

OPINION AFTER. HEARING ON ORDER TO SHCU CAUSE 

Decision (D.) 92251 dated September 16, 1980 in 011 42 
ordered Pacific ~s and Electric Company (P~) to implement a 
dem.oustrati01l SOUlr £inanc:t:cg program to reach 158,040 of its water 
heater customers '\o."'ithi:l 3 years.. In this applicatiO':1 PG&E sought.a 
.rate tacrcase of $22,358;000 ancual1y ($19,140~900.~d . I 
.. ~3.,,~~S-,qoq for the gas .m~ el~c.tr1c Cep~ts) to offset the 1.-
program cos.ts. In D.92906 dated April 7, 1981, we permitted FG&E toj.-·:-.-
collect additional revenues of $6.131 million ($3,764',426 and ~._ . ~ ,_ ' •. 

$2~S66,953 for tile gas and electric depart::u:JeUts) by lncreasirlg 
electric rates $.00004/k~ and gas ra.tes· $~OOl per tb.erm. we also 
approved Pe&:E r 8 'proposal to establish a solar fi:na.nci2lg adjilSt:ment 
balanei:Dg account • 
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. PG&E and Toward Utility Itate Nonaal1zatim1 (TORN) flled . 
appl1cat10D8 for rebear1Dg of D.92906, wh1ch we denied m D..;93124. " 
dated JaM 7, 1981. Bowever. because the record in this. proceed:lDg 
ra1aed the question whether we should cODtinae the requirement that 

PG&E provide low-interest loans to au.le-family gas water heater 
customers as part of ita demcmatratLon solar water ~~-~,~nBncing _ 

_ , program, we alao ordered (in ».93124) that the parties, both 1n this 

proceeding ad in 011 42, ahoald appear and show cause why the loan 
option ahould not be el imi:oated from the a1Dgle-f&1li.ly g ... vater 
heater program in favor of rebates. AccorcliDgly, public beari.:Dgs on 
the order to ahow cause were held June 15, 1981, in San Francisco 
before Acbiniatrative Law Judge (ALJ) Robert T. Baer. teatmony was 
presented 'by PG&E and one member of the public and the matter vas 
submitted. 
The tom Program as 
Aus;horized by »,92906-

PG&E proposed that the loan. priDcipal required to fuD.d the 
6X loaDS to ita customers for aolar parcbu~ ~ prondea tbroagh 
current rates (expensed) and requested $7.2 milliOl'l 1n rervezmea 1n 
the first year for that purpose. In ».92906 we agreed v:tth the staff 
that loan. funds shoa.ld be raised in the capital market, and ratepayers 
should QS8\1DIe only the difference between the coat of the loan principal 
to PG&E (aaaumed to- 'be. 154) and the interest charged by PG&E OIl the 
loans •. Accordingly, we allowed only $250,000 for f:!rat year interest 
differential costa. 
PG&E'. Appli.catiOll for 
Rehearing of D.92906 

In ita. application for xebeariDg of ».92906- PG&E took 
exception to the Cazgf .a1011 'a at:ructurlDg of the loan program. It: 
claimed that several of the. Ccnnissicm' s assumptions and _coaelusioas 

... 
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. 1ZDderl~ the loan program vere DOt supported by the record.. Amoag 

these ~~ our assumptiOD.B that: 
. 1. PG&E's coat of.aney over the Dext three years 

woald average 15l; , 

2. PG&E voa.ld Deed to raise $27.000.000 of 
loan principal in the 'DeXt three ~, 1DS,tead 
of the $40,000,000 eat1mated by PG&E; 

3. An additional $27.000,000 of borr~s vould 
increase PG&E' s for.ecaste"c.\~: capital expenditure 
budget lea. than 0.5'4; . ... . 

4. l'he ba1anc~ account would usure that 
Deither PC&E • cash-flow nor credit would 
be adversely affected by the loan program; 

S. It vas vUe to match the cost of the loans 
with the benefits they will prodace and 
thus to allow the coats of the loan program 
to be collected from the ratepayer over the 
20-year &S8\DIIed life of the solar water 
heat1Dg. aystems.; and 

6. Obtaining loan principal by borrowings would 
be less co.tly than exp...-usiDg through the 
rate structure. 

Upon recODSideration of the record, in light of PG&E' 8 

appl1eat1.011 for rebearil3g, we cClDcluded that the neeeasity for the 

loan program should :be. revieweci: . 'nmS, in' responding. to the . . 
applications for rebeari:ag in D.93124, we alao usued' an order to 
show cauae. 
Order to Show Cause 

The relevant ~ of D.93124 .. it relatas to the order to 
.how cauae are as follows: 

"However, the record in this proceed:f.ng briDgs 
into question the merita of cOIltirming the . 
requirement that PG&E provide low interest loans 
to s1zutle-family gas water beating. customers aa 
part ol its- demonstration solar water-beati:Ag. ,'. 
;~ prosram.. .. This Commission way wish ~to 
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consider mod:lfieatioa. of Decisioa. No. 92906- by. 
111 par1;. e11 '11instiDg the low-interest loan por
Cion of PG&E'. program. Therefore, 

"IT IS HEREBY ORDERED that: 
"1. Respondent and :lnterested part:tes. to:· . 

this proc:eeclil:ag and 011-42 1II1at a~ 
at the time and place stated below 1£ 
they wish to show eauae as to why the 
loan option should Dot be eliminated 
from the a1Dgle-family gas vater heater 
portion of PG&E's demonstration finan
cing program and why single-family gas 
rebates should not be extended to those 
whose names appear oa. PG&E lists as 
seeldng loans under this program (as of 
the effective date of this order). 

"2. PG&E will present evide-a.ce at that time 
explaining the manner in which names 
have been accumulated for ita demon
stration program loan ll.st, the number 
of names currently on that list, and 
the Company' s beat estimate of the por
tion of those listed who voa.ld be Ukely 
to seek rebates, if they vere offered 
in the alte%D&te. tt 

PG&E EyideDce 
PG&E sponsored evidence through two witnesses. its auper

~or of Residential Conservation Serrices. Jo1m Schaefer, and a 
rate analyst in its Bate Department, Doaald G. Ease. Schaefer testi

fied that customers who responded ~to PG&E's qaeaticxma1re have shown 
a clear preference for cash rebates over loans. Be said that on April 
4, 1981, PG&E had to stop accepting further requests for rebates because 
the m.mber of requests exceeded by aboat 2,000 the single-:fam11y gas. 
crecl1t goal of 9,000 units. By that time only 4./347 loan requests 
bad been received. ~ of Jane 3, 1981, when PG&E stopped· accept1Dg 
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loan requests~ the number lud inc:eased to 5:J973. PG&E estimates 
that about SOZ of those ~terested in l~ would accept rebates 
in, place of loans. 'rae witness recor::zrnended 1:b.at the Com:ni.ssion 
authorize ~C&E to extend rebates to an additional 9 ~ 000 custo:oers 
in place of the 9~OCO lo4llS.. He cited several reasons to support 
his recommendation: 

1. PG&E's qcestioanaires have shown a strong 
cust~~ preference for rebates; 

2. The extension of rebat:es 'Would further the 
Cor:cission's purpose to improve co:z.sumer 
lnfo~tion about and conf:tde:1ce in the 
installation. and opere.tion of solar water 
heaters. 

3. The e:ctension of rebates will allow :ill 
':who l1mre expreSsed' interest ~ ,,:t::ebates 'or 
103:is to'recei~e -rebates.. . .... , ,.--

4. !'be. exi:e:lSion of rebates ~~ll allow- t:be 
.. :t:nse..ll3.tion 0: esufficlertt 'representc:
·tion of· syste:ns . t:a.t ~ly \o1"i.th the 
stricter ac~ign, and performance s~dards 
which went into effect March. 1" 1981 .. 
l'.any of the syste::tS inst:.3.lled to date meet 
only the less stringent interil::l standards. 

5. Sabs~ituting rebates for lo.ms will mini
t::.ize the cost 0: the deI:loustration progr'~ 
and will relieve the f:i.nanci:ll pressure on 
PG&E~ which is currently capital-constrained.. V 

2-/ 

If the Co:mnission .'l?proves the extension of ::ebates to an additional 
9,,000 single-f~ly gas customers~ S~efer estimated that program 
penetration through 198.1 would total 14,.716 (4~346 through May~ l7370 
for June~ ~d 1~500 per mont:h from July through December .. ) 

PG&E's secc.c.d witness testified abcat the cos~ of the sol.-lr 
£:i.llancing progr~ for 1981, assnming: (1) 'Chat:10 single-famly gas 
l,~._ w_oUl(:L~_. offerc9-;-b'::1: . ins;ead si::gle~fD-;,;JY. gas credits, would, be 

increased by a like ~r of ~articip:m.ts; and (2) that 1981 esti- ..,....
mated total penetration levels are revised to reflect current penetra

tion estimates, which i::lclude actual data: for March, April, and May .. 
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1be fo11aWmg table shows how PG&E baa rniaed ita penetration 

est:lma~~ 
Program PenetratiOD through End of 1981 

Single-family gas 
Bt loan 
SiDgle-f81I1ly gas 
CreG1t 

Or1g:blal 
Estimate 

(p,92906) 

1,800 

2,600 
lUlt1f.amfly gas 
Credit ' 20,420 
,S1Dgle-famlly electric 
Credits . , 8 223 , 

160 
33,20S 

Low Income Systems 

* Exhibit 13 

Estimated 

~~ 

-
14,716 

4,908 
160 

22,9~9 

~" , '",' m. reca1~lat~d ita revenue requi.l:e.entlf baaed 11'DOIl ita 
, revised ~timates ·ef· program peDetraticm. -and' concluc5ed' that 'in 1981 
it 1foa1d exper1ence & $300,000 UI1dercollect1on at the current solar 

_ finaDCing. adjustmelit (SFA) rates of $.OOOO4/lcWh and $.OOl/therm. there-' 
fore, PG&E reCOIIiiDended that its SFA rates-¥a15jUsted tC;··~.OOO02/kWb 
and $-.00142/therm to avoid my tmdercollect1oa.. 

. .. - .... -.- .. 

11 D.92906- authorized $6,131,000 1D ac1d1t1oaal revenue. Exhibit 14 
shows a revised :t'eyem.te requirement of $5-,406,00. Accorc1:1ng to· 
PG&E' 8 witness this does not -.an that PG&E will overcollect, 
because the $6,131,000 figure i8 based on & 12-mcmth period , 
~lO.QOO/JDO.) While the $5-.406.000 fipre .relates to: .pxogram coats 
for a lO-month period atart1Dg in Karch .($S40~OOO/DIO.) resulting 
in net undercollect10DB of $30,OOO/mo- or $300,000. for 1981 • 
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Au' Oakland home owner, Gayle 50101l0I1, teatified in favor of 

retai n1ngtbe .olar 10m program. Sbe related her experience in pre
pariDg. to inatall a aolar unit and her frustration that the loan ~' .. 
program had Dot been implemented. She stated that wi'tlloQt the loan 

program IIhe weald DOt 'be able to acquire & solar unit for her daplex. 
Even with a rebate ahe doubted whether abe could, obta1n. conventional 
finmcing. 

Apart from HB. Solomon. no other peraon or party offered 
evidence. 
Di8cussion 

We have recoaai.<iered the record in light of IG&E'. appliea.
ticm for rehear1ng and the evideDCe introduced at the J=e 15 hearings. 
It is clear that the loan program· as originally conceived tn D.92906 
:La unreasonable due to cu:n:ent lIOIley market conditions and PG&E'. 
fiaancial po.itiClll. While the loan program- coald 'be revised to allOW' 
it to be completely expeD.Ied, such a proposal would: be mach more costly 
than rebates, as· PG&E' •. 'Uncontroverted evidence. showed. 

PG&E'. witness Esse cOIltraated the 1m revenue requirement 
for a $3,200 loan issued in July ($3,OSS-}J:/ ,,1th ,the rev.nu.. ftqui.re-
1Dmt for the same customer receiving & rebate ($60) .If ~,800 loans 
were made (the x:mmber originally estimated for 1981 in ».92906) the 
additiCW'JJ,l 1981 revenue requirement would be $5,445,000.11 If 5.973 
customers received loans (the number of customer. who have exprea .. d 
interest 1n obtaining loans) the additioo.a1 revenue requirement voald 
increase to $13,063,000.!I 

Y Loan of $3,200 less $US p&yJI8l1ta through end of year 1981 equals 
$3,085. 

11 The net 1n.creaae in 1981 revemte req~ements would be, at a sin
blum" ($3,08'> - $60) x 1.800 loana or $5,445,000. 

Y These figures do not include loan administrative costs, c:.&rrYiDg 
charges {interest differential), or. potend.al income tax 11&bility 
which could roaghly doable the revenue reqai:relle11t. 
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Since reb~tes would impose no burcen on PG&E's pool of 
ca?i~al and since they would be much less costly ~~ the ratepayers 
than would s fully expensed loan progr~~ we conclude that PG&E 
should be authorized to offer rebates to those customers who have 
expressed interest in loans. ?G&E should extend rebates to those 
customers who have expressed interest to the co~pany L~ the loan 
progr~~ prior to the date of this order. 
Findings of Fact 

1. More C'..:.sto:ncrs have expressed interest in the rebate 
progr~ than in the loan progra~. 

2. A fully expensed loan. progra:n would greatly exceed the 
rebate progr~ in cost for the same number of customers. 

3. It is reasonable to eliminate low-interest loan from 
PG&E's de:r.onstration ?rogr~n: .It'' .. c to offer rebates to all customers 

• ~Hho l".ave expressed to the co=:pany interest i:4 the loan prog::'3.m 
prior to the date of this order. 

• 

4. PG&E's current $FA ra~es will produce $300~OOO of uncier
collec~ions in 1981. 

5. PC&E's cu=rent $FA rates of $.00004/kwn And $.OOl/eherm 
a~e now and for the future unjust ~d ~easo~able. For the £ut~e 
$.00002/kWh and $.00142/the~ are th~ jus~ and reasonable SFA rates. 
Conclusions of Law 

1. D.92906 shoulc be modified to allow PG&E to abandon the 
loan ?rogram and ~o offe~ additional rebates to all cuseooers ~ho 
have expressed to the co~?any an interest in the loan program prior 
to the d~te of this o~der. 

2. PG&E should be authorized to file and place into effect 
the SFA rates of $.00002/kw~ a~d $.00142/therm. 
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3. : lbis order shOtlld be effective hDediately to allow PC&E 
to impl~t the rev:Lsed solar demonstration pro~ram as soon as. 

po88ible"~ 

II IS ORDERED that: 
1. :Decision 92906 is modified to delete the requirelr.ent for 

Pacific Gas & Electric Company (PG&E) to e..''tteud 64 loans to 9;,000 

of its atngle-family las customers. 
2. In lieu of the loan progr~. PG&E shall off~r reb~tes 

on ~he same teres as currently authorized to all Customers who have 
expressed to the comp~ny ~ interest in the loa~ progr~~ prior ~o 
the date of this order. 

S. PG&E sha1.1 f:ile new SFA rates of S.OOO02/kWh and 
$.00142/thenn in cccpliance with General Oreer 96-A. The effective 
date of the revised schedules shall be four days after the date of 
f1l~. Ibe revised schedules shall apply only to eervice rendeJ:ed 

on or after the effective date of 'Chis order. 
'Ih1a order is. effective today. 
Dated MIL 71981 , .at San Francisco~ California. 

'Co:lCl!.s:1oner R!.e~e !l.Gravelle .. 'l>e1r.g 
neeoss~11y ~bsent. e!e no~ ~t1e1~~ 
in tho 4!spoc1t1on ot t:!s procoo~~. 

Commissioners 


