
AU/ec /jn 
5 

\ 

• 
Decision 93891 DEC:3 0·_ 

GI i?l ;"1 (j\l i1 ,..,,, r;\ ~ I ",J I I, t I I I, 

; U I ~ <; ;1 ;:'"i j 11 ~ l;l \ . 
\!J UiJ~uw LrW 

BEFORE '.tHE roBLIC UTILITIES COMMISSION OF !HE STA'IE OF CALIFORNIA 

Application of PACIFIC GAS AND ) 
ELECIRIC COMP~1r for authority ) 
among other things to implement ) 
a Conservation Financing Program 

S and include a procedure for a 
Conservation FinanCing Adjustment ) 
of PGandE's electric and ~as 

5 APalication 59537 tariffs to provide funes or (File March 25, 1980) 
Commission approved conservation ) 
financing program. ) 

) 
(Electric and Gas) ) 

) 
) 

Application of PACIFIC GAS AND 
5 ELECTRIC COMPANY to increase 

rates for Electric and Gas ) 

• service for the costs of the 
5 A1plication 60700 Residential Conservation Service (Fi eo July 1, 1981) 

(ReS) Program. ) 

(Electric and Gas) 
) 
) 
) 
) 

Application of PACIFIC GAS AND ) 
ELECTRIC COMP~1t for authority to ) 
increase its Electric and Gas ) 
rates and cha~es effective ) 
Januar~ 1, 19 ,in accordance 

5 with t e Conservation Financing Application 6070l 
Adjustment (eFA) authorized in ) (Filed July 1, 1981) 
A~plication 59537, for operation ) 
o a zero-interest program (ZIP) ) 
of conserva tion financing. ) 

(Electric and Gas) ~ 
) 

• -1-



• 

• 

• 

• 

A.59537 et a1. AlJ/ec 

App11ca~ion of PACIFIC GAS AND ) 
ELEC!RIC COMPANY for a~thority:o ) 
revise its gas rates and :ariffs, ) 
effective April l, 1981, under the) 
Gas Adjustment Clause, and to ) 
modify its Gas Adjustment Clause. ) 

) 
(Gas) ) 

) 

Appliea:ion 60263 
(Filed February 17, 1981) 

(See Decision 92653 for appearances.) 

• 

-2-



• 

• 

A.S9537 et ale ALJ/bw 

I N 0 E X 

Subject Page 

OPINION' ............................................................. 2a 

I. Introduction ....•......•...............•.•..........••.•• 2a 
II. Positions of the Parties ......•.........•..••.......•.... 4 

A. P~cific Gas ~nd Electric Co~?any •••••••••••••••••••.• 4 
1. ZIP Should be Expa~ded Syste~wide •••••••••••••••• 4 

~. ZIP Can Be Project Financed •••.•••••••••••••• 4 
b. Results fro~ Phase I Testing Show tha~ 

ZIP Can Sti~ulate Satisfactory Levels 
of Custo~er Participation •••••••••••••••••• S 

c. ZIP Will Be Cost-Effective •••••.••••••••••••• 6 
d. ZIP Will Not Be Antico~?etitive •••..••.•..••• 7 

2. Syste~wide EX?ansion of ZIP Should Include 
Certain Details .•........•..•.•.•.••.•.••...•.• e 

.;. 

~. Initial Phase II Pro;ra~ ~easurez Should 
Be the Sa~e as Phase! Measures •••••••••••• a 

~. Initial Phase II ZIP Procedures Should 
Be the Sa~e as Phase! Procedures, 
With Minor Exceptions •••••••••••••••••.•••• 9 

c. ?G&Ets Pro?osals for Targeting and 
Outreach Efforts for Special ZIP 
Markets Should be Approved as 
Reasonable and Appropriate •••••••••••.•.••• 10 

o. PGSE's Proposed Schedule :0: Transi:io~ 
From Phase I to Phase II Is Reasonable 
and Should Be Authorized ••••••••••••••••••• 11 

PGSE's Recom~ended CFA Rates and Rate Oesign 
Proposals Should Be Adopted as Reasonable ••.••• 

a. Proposed CFA Rates Are Reasonable 
To Carry Out Phase II 0: Z:P in 1982 ••••••• 

b. Overall Rate Design Should Be Done in 
Conjunction ~ith PG~E's Gen~ral 
Rate Case, A_601S3 .•....•.•.••...•..••••••• 

c. All Customers Should Share in ZIP Costs •••••• 
1982 RCS Pro;ram Is Reasonable and Should Be 

Funded .•.•••••••••••••••••••••••••••••••••••••• 

12 

12 

13 
1'; 

lS 
a. RCS and Its Procedures Are Fully In~e9rated 

With ZIP and Both Programs Are Needed 
to Achieve Conservation Goals ••••••••••••• 15 

-i-



• 

• 

• 

A .. S9537 at al • AW/,bw 

I N I> E X 

Subjec": ?aee -
b. RCS \~ill Be Cost-Effective ....................... 15 
c. The Use 0: the ~ERCO~~ Co=nputer Syste:':'l 

Is Reasonable and Should Be Authorized •••• 16 
d.. PG&E's Multi-Unit Dwelling Audit ?rocedures 

Are Re~sonable and Should Be Adoptee •••••• 16 
c. Rates Requested for PG&E's 1982 ReS 

Prosra:':'l Are Reasonable and Should Be 
Authorized •.•••.•••.•••..••.•.•..•••.••.•• 17 

B. Intervenors ...•.•....•....•....•.•.. _............... 18 
1 C l './: 'E C" • a l_ornla nergy O~~lSSlon .................... .. 
2. ~atural Resources Defense Council, Inc .......... . 
3. SolarCal and Local Govern=nent CO:':'l:':'lission •••••••• 

a. The Co=n=nission Xust Est~blish Goals and 
PG&E's Conservation Services Must Xeet 

18 
19 
20 

Such Goals .................................... 20 
b. ?G&E's Conservation Services Should 

Incor?orate Local Community Participation. 20 
~. Low-Income Organization Intervenors and 

La Raza National Lawyers Association .......... . 21 
5. City of Palo Alto and Southern California 

Gas Company........................................ 21 
c. Co~~ission Staff ...•..•.. _.......................... 23 

1. Staff Testi:':'lony Su??orts the Cost-Effectiveness 
of ZIP But Chal1e~ges ?G&E's Exp~cted ~arket 
?enetratio~ Ra~es •••••••••••••...••..••••••••• 23 

2. Ratepayers Sho~le Not Be Penalized If ?G&E 
Fails to Achieve Progra~ Goals •••••••••••••••• 26 

3. ~either City of ?a10 Alto Nor Southern 
Califo:ni~ Gas CO:':'lpany Should Be Exe~pted 
From the eFA Rate •.•..••....••••...••••...•••• 28 

~. ?G&E Should Be Reeuired to S~b:':'lit Contracts 
For Outreach ~aiketing to Com?etitive Bids •••• 29 

5. ?G&E Sho~ld Be Ordered to Sub~it ~etailed 
Monthly and Quarterly Re?orts on the ReS 
and ZIP Programs •••...••.•.•••..•.•••..••..••• 30 

6. The CO:':'lmission Should Consider Canc~lin9 ZIP 
After the First ~ear If ?G&E Substantially 
Fails to Achieve Tar;et ~arketin9 Goals 
for Low-Income and Rental Participation ••••••• 31 

-ii-



• 

• 

• 

A.59537 ct a1. ALJ/~w 

I N D E X 

Subject 

7. PG&E'z ~tc of Return in the ZIP Balancing 
Account Should Be Adjusted to Reflect 
the Quality 0: its ZIP ?:09r~~ ••••••••••••••••••• 31 

O. Discussion ............. ,. ...... ,. ,. ... .- .- ... ,. ...... - ... ,. .... ,... 32 
1. Zero Interest ?ro9r~m •••••••••••.•••••••••••••••••• 33 
2. Residential Conservation Service ..••..••••••••••••• 43 

Findings of Fact .......•.•.....••...••...•.••.....•.•..••.... _ •• 49 
Conclusions of Law •....•........•...•....•.•.....••..•....••..•• S5 
ORDER ,..,. •• ,.,. •••••••••• ,. •••• ,. ..... ,.,. ••••• ,. ••• ,.,. .. ,.,. ••••• ,. ••••• ,.,. ... ,. 57 

-iii-



• 

• 

• 

A.59537 et ale Au/ec/'ow " 

OPINION 
--~- ...... -

I. Introduction 

This proceeding, on the consolidated applications listed 
above, concerns pacific Cas and Electric C~pany's (PG&E's) request 
for the Commission to authorize the systemwide expansion of its 
Zero Interest Program (ZI?) of conservation financing, and for 
authorization to increase electric and gas rates to carry out ZIP 
and FG&E's Residen~ia1 Conservation Service (RCS) program for 1982. 
By Application (A.) 60700, ?G&E is seeking $17,620,000 in revenue 
requirements to carry out the ReS program in 1982, the revenue to 
be collected by increasing base rates by $0.00189 per therm for gas 
and $0.00006 per kilowatt-hour (kw~) for electric base rates. By 

A.60701, PG&E is requesting $33,295,000 in revenue requirements for 
1982 to carry out ZIP syste~de, the resulting increase in rates to 
be collected in its Conservation Financing Acco~t (CFA) rates by 
increasing the currently 3uthorized levels of $0.00105 per therm for 
all gas sales and $0.00002 per kWh for electric sales to $0.00329 
per therm and $0.00016 per k\o1h, respectively. 

After extensive hearings the Commission authorized PGbS 
on January 28, 1981 in Decision (D.) 92653 to launch a test of ZIP 
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in its San Joaquin Division. The ~est, lalown as Phase I, formally 
commenced in April 1981, although full-seale implemenution was not 
achieved until September. 

In D.92653, issued in A.59537, the Commission ordered 
further hearings to eonsider whether ZIP should be expanded throughout 
the rest of PG&£'s serviee area, Phase II. Tbese hearings were 
conducted from April to June of 1981. 

On July 1, 1981 PG&E filed A.60701 for an increase in rates 
with which to carry out the systeUMide expansion of ZIP, and A.60700 
for an increase in rates ~o implement RCS in 1982. ZIP, among other 
things, was designed to amplify conservation results froc activities 
PG6E is required to perform un4er tbe federally mandated RCS program. 
RCS requires major utilities such as PG&E to provide home energy 
audits and services to their customers. In California, it is governed 
by a State Plan created and administered by the California Energy 
Commission (CEC). Given ~he relationship between ZIP and R.CS, the 
Commission consolidated these cases with A.59537. 

At PG&E's request the Commission issued D.93497 on 
September 1, 1981 approving various details of the project financing 
of ZIP. 

Bearings were be1d from Sepeember ~o November, 1981 on the 
consolidated rate applications. A to~l of 47 days of hearings 
relating to ZIP and RCS have been conducted, and the record includes 
over 100 exhibits and almost 5,600 pages of ~ranscripts. The following 
parties aetively participated: PG&E, CEC, the City of Palo Alto 
(Palo Alto), the Western Mob11ehome Assoeiation (WMA), the Natural 
Resources Defense Council, Inc. (NRDC), the Solarcal Council and 
Local Government Commission (Sola:rCal, the Southern Califomia Gas 
Company (SoCa1), and the Commission staff. the consolidated applica­
tions were submi~ted on December 4, 1981, with ehe receipt of 
concurrent briefs, an4 we are now prepared to issue our decision • 
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II. Positions of the Parties 
A. Pacific Gas and Electric CompanI 

1. ZIP Should Be Expanded Systemwide 
PGOZ feels that ZIP will be a funciatDental element of its 

total efforts to take advAntage of conservation as &n energy resource 
for its ratepayers. ZIP represents a sound investment which will 
achieve very significant energy savings over the lifetime of the 
installed measures. The evidence shows that by tbe year 2005~ a 
systemwide ZIP will save an estimated 6.1 billion therms of gas and 
145 billion kWhs of electricity. 

Based on current projections of 1982 energy consumption, 
estimated ZIP energy savings would be enough to meet tbe natural gas 
requirements of all PG&E residential customers for 32.6 months and 
to meet tbeir entire electric requirements for 9.7 months. Assuming 
for illustrative purposes that these savings accrued at an equal rate 
each year, they represent the yearly energy equivalent of almost 
5 million barrels (MM !bl.) of oil (4.07 MM !bl. for gas savings and 
.967 MM !bl. for electric), for a total energy savings of 120.8 MM Bbl. 
over the life of the installed measures. 

a. ZIp can Be Project Financed 
Since the issuance of D.93497, which provided PG&E with 

a structural framework for the project financing of ZIP~ PG&E has 
pursued negotiations with prospective lenders to arrange for the initial 
financing of Phase II. Although detailed negotiations and documentation 
remain to be completed, the framework for ZIP financing which that 
decision provided appears acceptable to lenders, and a conditional 
commitment letter containing the basic ~erms for the initial increments 
of financing already bas been obtained from prospective lenders. 
Approval from PG&E's !oard of Directors for systemwide expansion of 
ZIP on a project-financed basis also has been given • 
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In its decision in the current proceedings~ the 
Commission should reaffirm its commitment to the project financing 
of ZIP. It should expressly incorporate into Phase II the structure 
and procedures for ZIP financing which it established in the second 
interim decision~ and authorize the use of project letter filings 
(such 4S for approval of specific financings) and of advice letter 
filings (such as for notification of rate adjustments of the eFA 
debt service rate) complying with General Order 96-A to obtain 
Commission approval: 

(1) of financial arrangements between 
PC&E and Pacific Conservation 
Services Company (PCSC), PC&E' s 
financing subsidiary; 

(2) of financial arrange=ents between 
PCSC ane lenders; and 

(3) of quarterly rate adjustments 
associated With the eFA debt 
service rate (such as due to 
fluctuations in interest rates) 
as approved in D.93497. 

b. Results from Phase I Testing Show that ZIP 
Can Stimulate Satisfactory Levels of 
Customer participation 

Phase I efforts have served as the building blocks upon 
which Phase II can be erected. Phased implementation allowed PG&E to 
identify and eliminate problems which could li~t the success of 
Phase II. Although Phase I developmental problems were not resolvee 
until =ie-September, subsequent results have been dramatic and 
positive. In 4 little over ewo months, more than 5,000 customers 
requested ZIP loans under the newly developed Phase II-type procedures. 
This achievement, together with the over 7,000 eransitional ZIP loans 
processed under 8~ procedures means a total of over 12,000 customers 
already are participating in Phase I. Furthermore, additional new 
ZIP loans will continue to be added until the $10 million budget 
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authorized in D.926S3 is exhausted. PG&E es~ima1:es that by the end 
of Phase I the total of new Phase II-type loans could reach 7,000. 

Phase I results to date indicate that the program design 
itself is workable and that custome~s will enthusiastically respond 
to it. Phase I demonstrates that PG&E can promote and handle ehe k1nd 
of rapid influx of loac deman4 whicb by necessity must occur during 
systemwide expansion in order to reach the 1982 Phase II participation 
estimate of 250,000 loans. If in just one division PG&E can 
stimulate and process over 5,000 loans in a little over two months, 
it is not unreasonable to anticipate that in all 13 operating divisions 
it ean stimulate and process up to 250,000 loans in the fi~st year of 
systemwide operation. 

c. ZIP Will Be Cost-Effective 
PG&E's current marginal cost-based methodology for 

estimating cost-effectiveness of a conservation program, as applied to 
ZIP in these proceedings does not pretend to be an exact science, 
but it is sufficiently ~eliable to be used as the basis to authorize 
syste~de expansion of ZIP. Forecasting the values for the assump-­
tions to be used in the 'll:Iethodology also may be an uncertain science, 
bu~ PG&E has used ita bes~ es~imates in the application of the 
methodology to the ZIP program. 

The evidence in these proceedings shows that ZIP will be 

highly cost-effective from the societal, utility, and participant 
perspectives. As calculated utilizing the staff's system average cost 
methoOology, the program is also cost-effective from the nonparticipant 
or ratepayer perspective. It is slightly noncost-effective, however, 
from the nonparticipant ratepayer perspective when estimated using 
PG&E's methodology. 

Specifically, PG&E's analysis showe4: 
(1) From the societal perspective, estimated 

electric benefits exceed costs by a 
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factor of 2.5 to 1; estimated gas 
benefits exceed costs by a factor 
of 3 to 1. 

(2) From the utility perspective, es" 
timated electric benefits exceed 
costs by a factor of 4.8 to 1; on 
the gas side, this ratio increases 
to 5.5 to 1. 

(3) From the participant perspective, 
estimated benefits on the electric 
side exceed costs by a factor of 
4.5 to 1, while estimated gas 
benefits are 5.2 ti~s costs. 

Thus, based on the criteria set forth by the Coumission 
in D.92653 and b&sed on PC&E' s best current estimates of energy 
savings and costs, PC&E's ZIP Phase II program is highly cost­
effective on an overall basis. In addition, the evidence indicates 
that the vast majority of individual conservation measures included 
in ZIP are also anticipated to be cost-effective • 

In weighing the costs and benefits of ZIP, it should be 

recognized that the actual effects on ratepayers will be very small. 
Rate impacts on a typical customer in 1982 due to the CFA will be 
7 cents (e) a month for electric and lOe & month (summer) or 21e a 
month (winter) for gas. For RCS, rate impacts on a typical customer 
will be 3e per month for electric and ge per month (summer) or lSi 
per month (winter). These figures are based on typical energy usage 
of 500 kWh and 4S therms (summer) and 9S the~ (winter). the effects 
of ZIP on the bills of residential customers, because of their 
:relatively low consumption levels, are anticipated to remain sUlSll 
throughout the life of the program. Renters or customers consuming 
within the lifeline block will ~xperienee an even smaller effect. 

d. ZIP 'Will Not Be Ant1competitive 
In response to OXdering Paragraph 1 of D.92978, dated 

April 22, 1981, PG&E p:resented the expert testimony of 
~. Jeffrey I.. Skelton on the subject of the potential antieompetitive 

• effects of ZIP on conventional lenders. 

-7-



• 
A.59537 et a1. ALJ/ec 

Dr. Skelton's unrefuted testimony established the 
following points: 

(1) 

(2) 

(3) 

Because of very limited lending activity 
for conservation improvements by con­
ventional lenders in the anticipated 
dollar range of individual ZIP loans, 
ZIP will not have adverse effects on 
home improvement lending or consumer 
lending in PG&E' s service area, and 
will supplement rather than compete 
with lending opportunities for con­
ventional lending institutions; 
The current level of conservation 
lending by conventional institutions 
is low; 
ZIP loans will be targeted at disad­
vantaged groups who may not ordinarily 
be addressed by conventional lenders; 

(4) Conventional lenders do not currently 

• 
provide an equivalent of ZIP loans to 
landlords; anci 

• 

(5) Conventional lenders will have the 
opportunity to participate in ZIP 
through its project financing 
structure. 

It should also be noted that despite far-reaching notice 
to lending institutions by the CommiSSion, not one such institution 
made an appearance to oppose the utility financing proposal. 

2. Systemwide Expansion of ZIP Should Include Certain Details 
a. Initial Phase II Program Measures Should Be 

The Same as Phase I Measures 
The Commission should authorize PC&E to begin Phase II 

by offering the same measures under the same terms as set forth in 
D.92653. Future changes in the list of ZIP ~sures to be financed 
are not only possible, but likely_ PG&E will review actual experience 
with the program and recommend additions or deletions to the list of 
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ZIP measures in its annual rate applications, based on such 
considerations as achieved energy savings, quality of contractor, 
and do-it-yourself installation, and quality of measures as 
manufactured. 

A minor exception to this general policy should be a 
Phase II program modification which will authorize and encourage 
mobilehome dwellers to participate in Phase II of ZIP. Mobilehome 
dwellers should be allowed ZIP financing up to a $500 limit for rigid 
polystyrene foam board insulation suitable for mobilehome installation. 
Furthermore, special credit standards should apply to the mobilehome 
market. The recommended credit standards parallel those for regular 
ZIP participants, but take into account both the fact that mobile­
homes do not have as long 8 life expectancy as fixed dwellings and 
that :any mobilehome owners are submetered customers of PG6E without 
an individual billing record which can be reviewed to determine credit 

worthiness. 
b. Initial Phase II ZIP Procedures Should Be the 

Same as Phase I Procedures, 'With Minor Exceptions 
!he Commission should authorize PG&E to go forward with 

Phase II of ZIP utili%ing the same procedures it approved in D.92653. 
However, minor modifications to lien and creclit requirements should 
be made to improve cost-effectiveness, control program costs, and 
minimise likely bad debt experience. 

PG&E's original ZIP proposal recommended that liens be 

obtained to secure all ZIP loans in excess of $1,500. The major 
banking institutions which are advising PG&E in arranging the project 
financing of ZIP analyzed the use of liens for ZIP loans of $1,500 
and up, and they noted numerous disadvantages to such a practice when 
contrasted with bad debt collection remedies available through 
alternative security. Increasing the dollar ceiling above which ZIP 
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loans must be secured by liens will provide for greater flex1bility~ 
increase likelihood of successful recovery in the event of nonpayment, 
and will avoid unnecessary administrative costs. For tbese reasons~ 
PG&E urges the Commission to permit it to raise the ceiling to $5,000, 
and to secure loans in amounts below that by promissory notes, which 
are quicker and less costly to process, more popular with potential 
customers, and which permit immediate response through court action 
in the event of a failure to pay a ZIP debt. 

Another facet of tbe same problem revolves around who 
will qualify for ZIP loans. PG6E believes adequate safeguards against 
prospective bad debts can be achieved through rigorous application of 
the more liberal credit standards concerning the customer's payment 
history 4S a PG&E customer. Specifically, PG&E proposes to look at 
a customer's history for the preceding year as a PG&£ customer. 
All residential customers of record will be eligible for ZIP loans 
unless they have had either (1) one or more "turnoffs~u or (2) more 
than three 24-hour notices for nonpayment of their bills. The 
evidence shows this straightforward standard sbould result in a 25~ 
improvement over the bad debt experience of the 87. ceiling ~sulation 
financing program. 

c. PG&E's Proposals for Targeting and Ou~reach Efforts 
For Special ZIP M&rke~s Should Be Approved as 
Reasonable and Appropria~e 
PG&E in~end8 to market ZIP aggressively in order to 

achieve equitable participa~ion by low-income customers, the elderly, 
minorities, and owners and occupants of rental housing. In response 
to Ordering Paragraph 10 of D.92653, PG&E filed testimony which 
outlined detailed marketing strategy for such special target groups 
of its customers. The plan articul&ted pC&E's specific objectives: 

(1) To make ~he program equitably 
available to target groups • 
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(2) To achieve participation in ZIP by 
members of target groups equal to 
or greAter than their proportion 
of PG&E's total customer population. 

(3) To draw extensively upon the 
resources of community-based and 
other organizations which may have 
special abilities to extend ZIP 
benefits to target groups. 

(4) To integrate ZIP with federal 
assistance programs 80 that qualified 
persons get maximum. benefits from 
each without duplication or waste. 

PG&E has presented an ambitious but reasonable plan 
for reaching the target markets. It analyzes these markets statisti­
cally, identifies disincentives to be overcome, and outlines various 
marketing strategies and special outreach activities which can be 

employed to make ZIP benefits available to the target markets • 
Subsequently, in A. 60701, PG&E further refined its design, proposing 
to devote $4.5 million of a total $13 million administrative budget 
for the 1982 ZIP program to outreach activities. PG&E proposes to 
dedi~te up to this entire au:m to contraeta with co:raunity agencies 
or groups for direct, personalized marketing efforts among the target 
customer population. Such efforts, building upon the agencies' 
established credibility and int1mate knowledge of the target marke~s~ 
should stimulate the desired levels of participation. 

d. PG&E' s Proposed Schedule for Tr.ansition From 
Phase I to Phase II Is Reasonable and Should 
Be Authorized 

Assuming the financing subsidiary is established and 
functioning so that suffieient ft.mds are available to meet customer 
demand for ZIP loans ~ PG&E proposes; 

(1) To expand the program within 45 days 
of receiving all necessary regulatory 
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approvals to its Bay Area divisi01.'lS 
(East Bay, San Jose, San Francisco, 
an4 North Bay); 

(2) Within 90 days after completion of 
the first expansion, to its Coast 
Va lleys, StOCKton, and Sacramento 
divisions; and 

(3) ~1th1n 90 days of the second expan­
sion, to the remaining divisions. 

PG&E proposes to commence Phase II expansion ta the 
Bay Area, noting that the tD8.jority of PG&E residential customers 
live in those four divisions, and that the utility wants to make 
ZIP available to as many customers as possible, &s rapidly as possible. 

3. PG&E·s Recou:mended CFA Rates and Rate Design 
Proposals Should Be Adopted as Reasonable 
4. Proposed CFA Rates Are Reasonable To 

Carry Out Phase II of ZIP in 1982 
PG&E has presented its best estimates of revenue 

requirements to carry out the first year of a systemwide ZIP program 
structured in accordance with D.92653. Since PG&E seeks to maximize 
energy savings through conservation which will be accomplished by 
ZIP, it has not set arbitrary limits on program's size over its life. 
It is the penetration estimates for ZIP which drive the 1982 revenue 
requirements, not the other way around. 

lb.e only testimony which challenges the revenues PG&E 
seeks came from the staff. 'l'he staff did not, h"""ever, take issue 
with PG&E' s program design, administrative plans, or personnel 
requirements, but staff reeOlD:Detlded a $4.9 million reduction to the 
proposed CFA rate increase entirely due to its differing estimate of 
measure penetration. However, the record reveals that the lower 
staff-estimated penetrations levels for floor insulation, clock 
thermostats, storm doors and windows, and intermittent ignition 
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devices (lIDs) are flaweo by improper comparisons and assumptions. PG&E 
submits that its penetration estimates for ZIP measures are more 
accurate than those presented by the staff, and that no reduction 
to the eFA rate increase requested should be tnade on 1:bat basis. 

PC~ maintains that there is no fat in A.60701. The 

$33.3 million requesteo represents the minimum revenue requirement 
for 1982 if ZIP is to meet its ambitious targets. PG&E believes 
that any reduction to the CFA rate requested not only would be 
unjustified, but also coulo lmdermine the chances for Phase II 
suecess. Despite the existence of a balancing account, PG&E's 
current financial health will not permit it to expend money beyond 
tbe amount authorized in this proceeding. 

b. Overall Rate Design Should Be Done in 
Conj~ction With PG&E's General Rate case, 
A.60l53 
To promote rate stability, PG&£ testified that overall 

rate design for both the eFA and ReS rate increases should be accom­
plished in conjunction with the upcoming decision in PG&E's test 
year 1982 general rate case. Alt:hough FG6' has proposed rates on a 
uniform e/therm or c/kWh basis, it also has proposed that actual 
rates established by a decision in these proceedings be set in 
conjunction with the rate design principles established 1n the 
deeision resulting from A.6C153. This can be accomplished by 
authorizing recovery of revenue requiremen:s in these proceedings 
through tbe actual rates established in the decision in A.60153. 

In any event, the eFA rate is a balanei:lg account 
factor to provide revenue to the CFA balancing aceount on a uniform 
i/tberm or i/kWh basis. PG&E is not proposing to change this 
relationship. '!be eFA balancing aceount factors should be increased 
to 0.329 e/therm and 0.016 e/kWh • 
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c. All Customers Should Share in ZIP Costs 
In considering A.60Z63 to modify PG&Ets Gas Adjustment 

Clause, tbe e~$sion gran~ed rehearing of D.93l98 limi~ed to the 
question whether resale customers of PG&£ should pay for its 
conservation programs. Consideration of this issue was eonsolidated 
with ~be ongoing ZIP and RCS proceedings .. 

Two parties presented testimony on the rate design 
question.. Palo Alto and SoCal argued that as resale customers of 
PG&E they should be exempt from eFA rates since they conduct their 
own conservation prograUlS.. If not exempted, they claim their :retail 
customers will bear a double cost burden. 

PG&E presented testimony explaining why it is reasonable 
for resale customers to pay CFA rates: 

Conservation is equivalent to any 
conventional or new source of gas 
supply. Because each therm of gas 
a customer conserves is available 
for another customer's use, the 
need to acquire new supply from a 
traditional or new source is reduced .. 
Therefore, conservation is just as 
valid a source of supply as would be 
a new gas contract, a new storage 
facility, or a new synthetie natural 
gas plant. 
As demonstrated by the prior testi­
tIlO'Qy the ZIP program will, over the 
eourse of the life of the installed 
weatherization measures" save 1:GSE 
money as a result of not having to 
purchase equivalent gas sup?lies. 
'I'hese savings will be reflected in 
the rates of all ratepayers" 
tncluding resale customers. Similarly, 
the costs of the program as reflected 
in the eFA rates, should also be 'borne 
by all customers. It is inequitable 
for all to share the benefits without 
likewise sharing the costs • 
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PG&E submits tbat it is equitable and consistent with general Commission 
policy on rate aesign to apply ehe eost of PG&E's conservation 
programs such as ZIP to all customers, including resale eustomers. 

Although CFA rate increases ~ll be applied to all 
sales on the gas side, PC&E recom:.uends that the Department of Water 
Resources (OWR) and Experimental Schedule A-20 should be exempted 
on the electric side. This proposed rate design would be consistent 
with Commission policy and would avoid masking the results of the 
time· of-use rate testing being conducted in connection with Experi­
mental Schedule A-20. 

4. 1982 ReS Program Is Reasonable and Should Be Funded 
4. RCS and Its Procedures Are Fully Integrated loWith 

ZIP and Both Programs Are Needed to Achieve 
Conservation Goals 
PG&E believes there is ample evidence in the record to 

demonstrate that PG&E's 1982 RCS program by itself represents a 
valid conservation investment for PG&E ratepayers. However, RCS and 
ZIP have been designed from the very beginning to be completely 
integrated with each other. ZIP depends upon RCS audit recommenda­
tions for financing half of its measures; it also builds upon RCS 
procedures throughout its program design. Given this symbiosis 
between the two programs, any inadequacy in RCS funding inevi~bly 
will be reflected in decreased achievement of ZIP goals~ 

PG&E therefore urges the Commission to recognize that 
the utility's ZIP and RCS applications represent a "package" and 
that it must approve the requested rate increases for both programs 
if 1982 conservation goals are to be achieved~ 

b. RCS Will Be Cost-Effective 
PG&E provided credible evidence demonstrating that RCS 

is cost-effective. Based on preliminary results of market research, 
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PC&E vas able to c&leulate the cost-effectiveness of PG&E's 1982 RCS 
program and determine that from a societal perapect1ve, estimated 
benefits on the electric side will be approx1=ately three times the 
costs; on the gas side, esttmated benefits ~ll exceed costs by a 
factor of approximately 1.4. These benefits do not include external 
effects such 4S environmental improvements o~ reduction in importeo 
011. Similarly, from the utility perspective,. estimated electric 
benefits exceed costs by a factor of ap~roximately 17, while 
estimated gas benefits are approxi~tely 7.3 times costs. 

c. the Use of the ENERCOM Computer System Is 
Reasonable and Should Be Authorized 
In order to produce the energy savings information which 

it must give to customers as part of Res Audits, PG&E is using the 
ENERCOM system. ENERCQ! is a computerized system certified by 
Department of Energy (DOE) which calculates savings based on detailed 
measurements and evaluation of .a customer's home. When PGSE's auditor 
collects <lata on the dwelling, they are entered into the computer which 
then creates a mathematical model of the building "thermal sbell" 
and evaluates ~he energy consumption effect of adding applicable 
ReS measures. 

PG&E bas evaluated altern.ative systems to ENERCOM, and 
currently is performing a thorough analysiS of such &lterna~ives, 
including use of in-house computer support. At ~he present time, 
however, ENERCOM is providing a vital RCS service and its continued 
use should be authorized. If PG&E is able to identify 4 less costly 
but equally or more effective alternative to ENEROOM. of course, 
it will seek Commission authorization to take advantage of it. 

d. PC&E's Multi-Unit Dwelling Audit Procedures 
Are Reasonable and Should Be Adopted 
An essential objective of PG&E's Res and ZIP programs 

is to reach the rental market" a goal 'Which the Commission bas conceded 
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presents special challenges. A key element in PG&E' s plan to achieve 
conservation goals in the rental market is its K1D audit program. 
A detailed explanation of the procedures necessary to audit MODs 
is present in Exhibit 99. Between ZIP and RCS roughly $3 million 
in administ'rative expenses has been allocated ",0 the Km program. 
PG&E's MUD plans are based in part upon actual experience gaine4 
in a pilot program of MUD audits conducted in the San Jose division. 
That evidence showed that the utility's procedures for MOD audits 
and its estimates of personnel requirements and costs to reach its 
1982 RCS target of serving complexes with 60,000 dwelling units 
are reasonable. 

e .. Rates Requested For PG&E's 1982 Res Program 
Are Reasonable and Should Be Authorized 
PG&E believes that its 1982 ReS program fully complies 

with federal and state law. It also believes that the costs and 
budget for that program are reasonable. Specifically, it takes 

issue with staff, who through unsupported and unjustified recommenda­
tions for reductions in program and labor costs, would reduce ReS 
funding by $3,722,000. 

For example, staff's figures were based on an incorrect 
understanding of the amount of time and labor required for MUD audits: 

(1) Staff failed to consider actual needs 
for personnel to seaff PG&E's Energy 
Conservation Center; 

(2) Staff failed to consider that its 
proposed reduction 1n ~he number 
of RCS auditors would increase the 
likelihood of audit backlogs; 

(3) Staff failed to eake into account 
elements of time required for PG&E 
supervisory and support staff such 
as division managers, diV'ision 
marketing managers, and general 
office and budget officers; and 
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(4) Staff based 1r.s cuts in part upon 
totally unsubstantiated allegations 
of possible double accounting of 
Res costs in other applications. 

Staff also failed to take into account that a reduction in the 
availability of RCS auditors resulting from its proposed cuts in 
the auditing staff ~uld likely inerease demand for Class E (do-it­
yourself) audits; instead of increasing the staffing to handle 
Class :s audits, staff decreased it .. 

PC&E, on the otber hand, amply demonstrated the 
reasonableness of its estimated 1982 RCS costs through its witnesses. 
PG&E submits that the Commission should disregard the reductions 
proposed by staff and authorize the full 1982 program budget and 
the full increase 1n rates as requested. 
E. Intervenors 

1. California Energy CO'aIDission 
The CEC is predominantly coneerned with one issue. The 

CEC maintains that the proposal by the Commission staff for a 
$15.00 audit charge must be rejected. 

'l"be Comnission staff has continued in tb.1s proceeding to 
advocate the institution of a $15.00 charge for RCS audit recipients. 
As the CtC demonstrated in the SoCal ZIP/RCS proceeding, such an 
action by the Commission would be improper for several reasons: 

(a) The staff's recommended imposition of a $15.00 
charge for audits violates the terms of the 
RCS Plan. Section X(S) (2) of the California 
Plan states that ReS costs are to be charged 
to all ratepayers as are other current operating 
expenses. Charging audit costs to pa:r:ticipants 
rather than to all ratepayers would require 
amending the RCS State Plan. 'l'be CotmIissiotJ., 
therefore, does not have the authority to 

(b) 
institute such a charge. 
The Commission staff recommendation does not 
inelude consideration of two issues which 
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2. 

federal law establishes as preliminary to 
determining the amount to be charged. 
Specifically, Congress requires considera­
tion of the customer's ability to pay and 
the likely levels of participation which 
would result from such a charge. (42 USC 
8216(c)(C).) These federal statutory 
criteria have not been met. 

(c) The Commission cannot vroperly implement a 
$15.00 charge for PG&E s RCS ~udits because 
the CommiSSion staff has failed to provide 
factual infortll3tion to support that 
alternative. 

Natural Resources Defense CounCil, Inc. 
NRDC suppo~ts the application for an adjusement in PG&E's 

electric and gas rates to provide funds for ReS ~nd ZIP in 1982. 
There is an enormous, untapped potenti~l for energy conservation. 
Although prices for gas and electricity have continued their dra~tic 

• upward cltmb, only a small fraction of the possible cost-effective 
residential conservation measures h4ve been implemented. Price alone 
has failed to push society close to the optimal point, where our 
energy needs are satisfied with the minimum overall expenditures on 
energy production and conservation. Significant barriers to 
conservation investment prevent the expected consumer actions from 
taking place. Two of the major impediments to increased conservation 
are insufficient information and the unavailability of capital. ReS, 
as proposed, would help provide the in£orma~ion; ZIP, in place 
throughout the PG&E service area, would finance meaS)lres otherwise 
almost certainly left undone. 

• 

A staff witness has suggested that RCS suffers from biases 
against nonparticipants and conserving customers, unnecessary audits, 
and insufficient rigor and conservation potentiAl. These criticisms 
of ReS are either unsupported or unrelated to the decision pending. 
The suggested staff solution is a $15 direc: audit charge. This 
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would fail to solve ehe problems feared by the staff, and it would 
severely restrict ReS and reduce the energy conserved. 

3. SolaxCa 1 and Loca 1 Goverllment Commission 
The testimony provided by SolarCal focused on two primary 

issues: First, the ZIP/RCS programs should provide energy savings 
in a east-effective manner; and second, the programs should be defined 
broadly enough to all~ local initiatives and involvement. 

a. The Commission Must Establish Goals and 
PGSE's Conservation Serviees Must Meet 
Such Goals 
A conservation serviee proposal must be cost-effeetive 

in order to maximize its ehanees of success. If eonservation and 
renewable energy use are less expensive than eonventional alternatives 
only in theory but not in faet, then such programs are failures. The 
state role in the energy-related utility customer serviees programs 
should be to establish eost-effectiveness goals for energy savings 
under such programs, then carefully monitor them to ensure the goals 
are met, and to take actions necessary to correct failures or mairu:.ain 
successes. 

The Co~ssioQ should establish the value of conserva­
tion and peak reduction to the utility system and hold individual 
utility program efforts within that amount. This approach would likely 
entail a substantive delegation of program adminis~ration from the 
Commission to the utilities, but monitoring by the Commi&sion and/or 
the eEC can be sufficient to ensure that the cost goals are in fact 
being met. This will further ensure the long-term com.pet1~iveness of 
conservation and solar with conventional sources of energy. 

b. PG&E's Conservation Services Should Ineorporate 
Local Community ParticiE!tion 
There is clear potential for supplementing or comple­

menting the efforts of the ReS or ZIP programs with local participation. 
For example, mandatory retrofit ordinances provide a means to affect 
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rental housing which is tradi~ionally difficul~ to impact voluntarily. 
M&~datory retrofit is more cost-effective than a voluntary audit or 
loan program. Yet, PG&E cannot guarantee it will be able to cooperate 
with local governments to support such ordinances by providing either 
audits and/or inspections to determine compliance. This damages 
local efforts with the ordinances, an effect ~he Commission surely 
does not intend. It is incumbent upon the Commission to devise a 
program which allows for local participation. 

4. Low-Income Organization Intervenors and 
La R.aza National Lawyers Association 
The fact that no information is available from PC&E 

regarding the participation of the low-ineome, elderly, non-English 
speaking, and renter groups should be dispositive of the proceeding 
at this point. Whether Phase I, which limits ZIP to specified se:v1ee 
territories, is being implemented without prejudice to the interests 
and of participation of these identified groups is impossible to 
ascertain now. To extend ZIP into Phase II by allowing the rate 
increase for ZIP funding without adequate data on this issue would 
work on inequity to all those ratepayers for whom there is no short­
term relief or long-term benefit because their lifestyles are 
necessarily restricted by the constraints of limited budgets. !his 
result, certainly, is not what the CO'l:rIn1ss1on would like to see happen 
with a program such as ZIP. 

S. City of Palo Alto and Southern California Gas Company 

Palo Alto and SoCal, as resale eustomers with conservation 
financing programs comparable to t=G&E' s, urge the COIXIDission to 
exempt them fl:'om PG&:£'s proposed eFA and RCS rates. Palo Alto's 
rationale, which is also applicable in part to SoCal, supports 
Commission authoriZAtion of an exemption for resale customers • 
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palo Alto has presentee substantial evidence and testimony 
regarding the existence and quality of Palo Alto's own conservation 
programs., which parallel those of PG&E. Specifically., Palo Alto 
conducts its own Res program pursuant to federal law, a.nd furtbermore, 
since April 1978, has offered its customers an insuution financing 
program entitled '~ome 'Weatherization Program," which is Palo Alto f s 
counterpart to PC&E's ZIP. 

Since Palo Alto's ratepayers currently pay for the operating 
costs of Palo Alto's RCS ane conservation financing programs, it is 
inappropriate and grossly unfair to charge the cost of PG&E's similar 
conserva~ion programs to Palo Al~o ratepayers, especially since 
Palo Alto retail customers are not eligible to par~icipate in FG&E's 
ZIP and ReS programs. Recognizing the inequity of this double cost 
burden upon Palo Alto custome'.t's, this COlDnission, in D. 92906, recently 
exempted Palo Alto and the other PG&E resale custo=ers from PG&E's 
solar financing expenses (SFA) , thus, establishing a clear preceden~ 
for exempting Palo Alto from the proposed rates in the present 
proceeding. 

In addition to Commission precedent, there are other con-
sidera~ions ~hat strongly support Palo Alto's exemption from PC&E's 
ReS sno eFA rates. MOst imporean~ly, the future of Palo Alto's award­
winning, innovative conservation progra-:ns, which indirectly benefit 
all PG&E cus~omers by reducing PG&E's gas purchases at marginal cos~s, 
is dependent upon adequate financing. Palo Alto's gas u~ilit1, which 
is currently opera~ing a~ an increasing deficit, simply cannot afford 
~o pay for l?C&E' s conservation programs and, at the same time, finance 
its own similar progrsms. Palo Alto's exemption from PG&E's CrA and 
RCS rates becomes even more crucial if Palo Alto is to expand its 
conservation efforts in a manner comparable to PG&E. 

Finally, the substantial benefits derived from palo Alto's 
conservation programs,wbieh programs serve as a yardsti~k ~o measure 
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PG&E's programs and as a model for o~her utilities and communities, 
clearly out:weigh the minimal financiAL effect that the requested 
exemption would have upon PG&E's other customers, i.e., 8 mere 
$0.00007 per tberm increase for all customers, which represents only 
a five-cent per year increase for residential customers. 
C. Commission Staff 

1. Staff Testimony Supports the Cost-Effectiveness of 
ZIP :Sut Challenges PG&E's Expeceed Market Peueeration 
Rat:es 

Staff eestimony focused on PG&E's cost-effectiveness 
calculations, particularly PG&E's figures for the marginal costs of 
equivalent supply and the average cost of electricity and gas. Tbe 
analysis showed that PG&E significantly understated the marginal 
costs of electricity and overstated what PG&E describes as "tbe 
average rat:e t:hat would have been paid for the units of conserved 
energy in 1982." Staff's estimate of 129 mills per kWh for t:he 
marginal cost of elect:ricity for 1982 exceeds PG&£'s estimate of 
103.5 mills per kWh,. and his estimate of 800 mills per tberm for 
the marginal cost: of gas for 1982 exceeds PG&E's estiQates of 739 mills 
per tberm. In effect, because of tbese differences staff finds the 
ZIP program even more cost-effective than PG&£ does. 

The seaff carefully analysed PG&E's request for funding of 
the ZIP program through 1982. As a result of this analysis, staff 
recommends that PG&E be granted $28,357,000 for 1982. This is 
$4,917,000 less than PG&£'s request of $33,274,000, the difference 
resulting exclusively from staff's estimates of the market penetration 
for various weatherization measures being lower than those submitted 
by PC&E. Lower market penetration, in turn, causes program costs to 
be reduced proportionately since a lower volume of ZIP loans entails 
lower carrying costs, a lower ntJmber of celinquent loans, and fewer 
inspections. 

Staff did not take exception to all of pe&£'s market 
penetration estimates, however, but rather only to those for floor 
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insulation, clock thermos~8ts, storm doors and windows, and lIDs; 
the estimates for the remaining items he found reasonable. 

!he table below shows PG&E's estimates and. s~ff's 
adjusted estimates for market penetration by measure: 

Measure 
Floor Insulation 
Clock Thermostats 
Storm Doors & Windows 
IIDs 

PG&E Estimate 
59,000 

100,000 
82,000 
60 ,000 

Staff Estimate 
38,791 
32,760 
47,157 
12 ,376 

Because staff found PG&E's estimates of market penetration 
to be too high, it also concluded that the revenue requirement 
proposed by PG&E was excessive. Staff's recommendation is that 
PG&E's requested revenue be reduced to conform to its market pene­
tration estimates. The below table shows PG&E and suff recommended 
revenue requirements • 

REVENUE REQUIREMENT 
IN tHOUSANDS OF DOLLARS FOR 1982 

Loan Carrying Costs 
a • Converted 8i. Loans 
b. ZIP Phase I Loans 
c.. ZIP Phase II Loans 

Total 
Administrative Costs 
Provision for Doubtful 

Accounts 
a.. converted ~ Loans 
b. ZIP Phase I Loans 
c. ZIP Phase II Loans 

Total 
Total Costs 
Less Balance of Loan 

Principal Capitalized 
By Subsidiary from ZIP 
Phase I Loans 

Revenue Requirement 

PG&E 
Px'0iYsed. 

(a 

3,115 
l,05l 

19 a491 
23,657 
13,001 

283 
92 

3~O87 

3,462 
40,120 

6,846 
33,214 
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3,115 
1,05l 

15 a756 
19,922 
12 ,411 

283 
92 

2.495 
2,870 

35,203 

6,846 

28,357 

Recommendec1 
Reduction 

(c) 

3,735 
3,735 

590 

592 
592 

4,9l7 

4,917 
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Staff also reviewed the ReS program and PG&E's ReS budget 
for 1982. Staff argues that the RCS program in the current State 
Plan is not cost-effective because the cost of Class A audits is 
high and the potential energy savings which result from an audit 
alone are low. But although staff sees the Res program as not cost­
effective) staff is also aware that the California Public Utilities 
Commission (CPUC) is not lawfully empowered to alter the structure 
of the State Plan anci that the Ctc is now formally reviewing the 
State Plan for possible revisions. Thus the only substantive 
recommendation staff makes is that the Commission im.pose a $15 
charge to customers for an RCS audit. Seaff rec01lll%let1ds, however, 
that the $15 charge be waived for low-income persons. 

The purpose of a $15 charge is to discourage customers ~o 
are not seriously intent upon energy conservation from requesting 
an RCS audit merely for informational purposes. Staff also believes 
that PG&E customers would be encouraged to take greater advantage 
of Class B-type a~dits by having the $15 fee apply only to Class A 
audits. 

Staff also offered testimony on PG&E's Res program expenses 
for 1982, as submitted in A.60700. Because staff was concerned &bo~t 
the RCS audit program not being cost-effective, it thoroughly 
reviewed PG&E' s budget to eliminate any waste. The staff witness 
recommends that PG&E be granted a total of $13,898,000 for 1982 Res 
expenses instead of PG~'s requested $17,620,000. Staff's reduction 
in PG&E's requested revenue for RCS is entirely due to adjustments 
in labor costs; staff recommends fully funding PG&E's esti~ted program 
costs, although it suggests that program funds be distributed 
differently than PG&E estimated. 

PG&E has requested $17,620,000 for 1982 to promote and 
conduct 182,000 audits - actually 125,000 audits sinee 60,000 of this 
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figure is derived from 3,000 MUD audits. It is 1mpor~nt to notice 
that PC&E' 8 funding proposal for RCS program costs, unlike ZIP costs, 
does not include a balancing account procedure but rather the revenue 
is to be obtained through base rates. Although PG&E states in 
A.60700 that "the increases sought in this application merely reflect 
and pass through to e~tomers only the effective increased costs to 
PG&E for the expense it must incur in carrying out the RCS program" 
(p. 5), there is no mention in the application that the rates collected 
would be subject to refund in the event that PG&E bas overestimated 
its costs for 1982. This is a serious deficiency in the proposed RCS 
funding which the Comr:nission oUght to co:rect. If PG&E fails to 
deliver the promised number of audits, there may be a substantial 
overcolleetion. The Commission should require that RCS revenues be 
collected subject to refund, particularly if the Commission decides 
to grant PG&E its full rate request • 

There is also another reason that PG&E's estimated expenses 
may be overstated. The ctc is currently revising the State Plan .and 

may make modifieations to the RCS audit requirements which streamline 
the procedures. As a consequence of etc =odifications to the Seate 
Plan, the ReS program, as presented in this proceeding, may be 
changed significantly by PG&E. It would be a waste of time to require 
PC&&: to return to the Commission to present new estimates of RCS 
program expenses in light of changes in the State Plan. A 'better way 

of dealing witb the problem, at least for the first year, would be to 
make RCS rates subject to refund. 

2. Ratepayers Should Not Be Penalized If PG&E Fails 
To Achieve Program Goals 
PG&E may now be on the path of Achieving the kind of program 

results it promised the Commission back in April. The November 20th 
report from lG&E indicates that there are 3,032 ZIP loans being 
processeQ and that the average size of these loans is $967. Perhaps 
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PG&E accurately stated that tbe poor results tbe firs~ siX months 
of Phase I were caused by start-up problems attendant to any 

new and innovative program of the magnitude of Phase I.. Staff is 
willing to give PG&E the benefit of the doubt, but for the Phase II 
expansion the ratepayers should not be forced to pay for PG&E's 
optimism. If Phase I had substantial problems moving forward in 
only one J?G&.E division, it is a virtual certainty 'Chat PG&E will not 
be able to expand systemwide without difficulty.. In Phase I PG&E 

had considerable difficulty in delivering l,132 ZIP loans over a 
seven-month perio4, yet PG&E is now telling the Com=ission that in 

1982 it will be able to deliver 182,000 Res audits and 250,000 ZIP 
loans.. S~ff wishes PG&E good luck in meeting these ambitious goals, 
but, again, rAtepayers should no'C be pe~lized if PG&E fails 'Co 
achieve these goals. I 

For RCS, PG&E is requesting th..l.t their full revenue request 
be granted through an increase in base rates. Consequently, if PG&E 

does not perform the full number of 182,000 audits in 1982 the excess 
revenue will merely be kept by PG&E. It is for this reason that 
staff recommends that whatever amount the Commission decides to grant 
PG&E for its RCS 'Program, the rates approved in this decision should 
be made subj ect to refund to the extent t~t PG&E does not achieve 
the full number of audits.. This should not merely be an item which 
is the subject of a reasonableness review at the end of the year, but 
rather a specific order from this proceeding; it is not an issue of 
prucency, but rather a matter dealing with program costs and the rates 
provided for the recovery of those costs. 

A s~ilar problem, although clearly not as serious a8 the 
one for RCS funding, occurs with PG&E's proposal for the CFA rates for 
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ZIP. The eFA rates presented by FG&E are designed to provide, on 
an annualized basis, the full revenue requiremen~ Bought of 
$33,295,000. Although it is true tha~ the eFA rates will be collected 
through a balancing account, and thus will avoid the possibility that 
PG&E will receive a gift at the end of tbe YeAr from excess revenue 
collected, there remains the high probability that PG&E will not 
achieve 250,000 loans in 1982 and, as a result, that there will be 
substantial overeollections~ Again, there is no reason for burdening 
ratepayers with PG&E's optimistic speculations on 1982 results. the 
remedy for this would be for the Commission to establish a band of 
reasonableness for the balancing account--say 201.--and to order PC&E 
to file an advice letter if it appears that in any quarter the 
balancing account will be overcollecting more than the band allows. 
PG&E could be further ordered to reduce rates to eliminate the 
excessive overcol1ections. 

3. Neither City of Palo Alto Nor Southern California Gas 
Company Should Be Ex~ted From the eFA Rate 
Essentially, the argument against granting an exemption 

from the eFA rate for Palo Alto and SoCal is that to do so would be 

to open the door to any nonparticipant in the ZIP program to make 
virtually the same appeal to the Comraission. Both Palo Alto and 
SoCal claim that they should be granted the exemption because they 
each have their own conservation programs, and thus to bill them for 
PG&£'s ZIP program would be to, in effect, charge their customers 
twice for conservation. 

It is staff counsel's view that Palo Alto and SoCal share 
in the benefits of ZIP and should, therefore, be required to pay for 
its costs, just as all other PG&E customers are required to do. 
Testimony indicated that SoCal would benefit from PG&E's conservation 
programs by being able to obtain more gas at lower prices because by 
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reducing gas demand, PG&E would reduce ~he need to purchase expensive 
new increments of supply_ 

Although SoCal and Palo Alto shou14 be commended for ~beir 
conservation efforts, the Commission should not grant either an 
exemption from the eFA rate as both will benefit from ZIP and should, 
therefore, be required to contribute to its cost. If SoCal or 
Palo Alto is granted an exemption, the Commission could not properly 
refuse to grant nonparticipating residential customers a similar 
exemption from the eFA rate. The ZIP program can be a suceess only 
if the burden as well as the benefits are distributed a=ong all 
classes of customers. 

4. PG&E Should Be Required to Submit Con~acts For 
Outreach Marketing to Competitive Bids 
SolarCal expressed the concern that PG&E work effectively 

with local c~nities and take advantage of existing community 
organizations and agencies. To assist the Commission ~ this respec~, 
SolarCal prepared suggested guidelines for contracted community 
services. Staff counsel believes that these guidelines have merit and 
that the Commission should adopt at least the recommendations for a 
proposal selection process. 

Staff counsel does not recommend that the Commission adopt 
all of the guidelines presented by SolarCal but does recommend that, 
in addition to the competitive bidding requirement, PG&E should be 
ordered to develop its own guides, incorporating as many ideas as 
possible from the SolarCal guidelines, and present these for approval 
by the Commission. It seems from the record in this proceeding that 
PG&E cannot be trusted to have complete discretion in formtng eontracts 
with community-based organizations. By requiring competitive bids 
and offering all groups in the community an opportunity to compete 
for a project, there should be some assurance that PG&E will not be 
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handing out blank checks to their favorite organizations. This 
competitive bidding requirement should apply equally to ReS and ZIP 
program activities. 

5. PG&E Should Be Ordered to Submit Detailed Monthly and 
~rterly ReE?rts on the RCS and ZIP Pr0S!4CS 
PG&E should be required to submit detailed monthly progress 

reports so that the Commission will be fully informed on a current 
basis about the performance of the programs. 

Minimally the monthly reports should contain the following 
informa tion: 

a. The total number and dollar amount of the 
loans issued during the month and 
c\Ullulatively. 

b. Total number anci dollar amount of loans 
in prO¢essing. 

c. Average size of loans issued, and a 
tabula tion of the number of loans mace 
in $500 inerements (e.g., 221 loans at 
$500 or less; 334 loans at $500-1000, 
etc:. ) 

d. A breakdown of the number of loans issued 
to persons in the target groups of low­
income, non-English speaking, renters, 
and the elderly. 

e. The tota 1 dollars spent during the month 
for advertising And promotion of RCS and 
ZIP and a description of items inc1udeci. 

Aciditionally, staff recommends that PG&E be ordered to 
furnish the Commission with a copy of the records and re?Qrts that 
PG&E is required to submit to the CEC for its RCS program. Staff also 
recommends that PG&E be required to submit cetailee quarterly reports 
to the Commission which give a full accounting of all progra: costs 
for ZIP and RCS. 
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6. The Commission Should Consider Canceling ZIP After the 
First Year If PC&E Substantially Fails to Achieve Target 
Marketing Coals for Low-Ine~ and Rental Particip!tion 
PG&E filed a marketing plan in which PG&E 8~ted that one 

of its objectives was to "achieve participation in ZIP by members 
of target gro~ps equal to or greater than their proportion of PG&E's 
total customer population." This is a reasonable goal to assure 
the equitable participation of all classes of customers in ZIP. 
But this should not be regarded as a mere objeceive by PG&E; it 
should rather be a firm reql.1irement of the program. Suff counsel 
recommends that if at the end of 1982 PG&E substantially fails to 
achieve the level of participation described for the target groups, 
the Commission sho~ld cancel further funding of ZIP. 'Ibis is a 
harsh penalty for conservation but one which oUght to be imposed both 
to act as a strong incentive for PG&E and to prevent the program fro: 
inequitably burdening PG&E's customers • 

7 • PG&E '$ Ra te of Return in the ZIP Ba lancing Account 
Should Be Adjusted to Reflect the Quality of its ZIP 
Program 
Zip with its CFA balancing aecount treatment of administra­

tive and general expenses is 4 cost-plus program that provides PG&E 
with a guaranteed rate of return on its equity investment. Conse­
quently. there is virtu.ally no incentive for PG&E to control costs 
for ~he ZIP program. This is ineonsistent with Commission policy to 
promote efficient utility management through the provision of 
reasonable economic incentives. For this reason staff counsel 
recommends that the Commission adopt a rate of return penalty or 
bonus for PG&E's performance in the ZIP program. 

Staff counsel recommends that the CC>'D:II:Ilission put PC&E on 
notice that such an adjustment will be made as a result of 4 review 
of the quality and efficiency of the 1982 ZIP program. Ideally, the 
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rate of return adjustment would be ~de with reference to specific 
performance goals. The Commission could simply take PG&E's own 
goals for 1982 of achieving 250,000 ZIP loans and reaching tbe 
appropriate number of targeted customers as the standard for the 
first year of the program. If PG&E achieves these goals within 
their proposed budget PG&! shoul~ be allowed to earn its full 
authorized rate of return on its investment in ZIP. But if it fails 
to achieve its goals, the rate of return should suffer a downward 
adjustment. 
D. Discussion 

Our decision to authorize implementation of Phase I of ZIP 
in PG&E's San Joaquin Division underscored our com=itment to utility­
provided zero interest conservation, financing as an imaginative and 
cost-effective means to achieve significant amounts of long-term 
energy savings in the residential sector. However, due to the 
innovative nature of the program and its potential demands on the 
utility's resources, we decided to proceed on a phased basis with 
systemwide expansion of ZIP. While this deliberate process has allowed 
PG&E to identify ZIP-related problems and develop solutions, it has 
occurred in an atmosphere of heightened ratepayer frustration with 
the ever-increasing costs of gas and electric service. with ratepayer 
resources strained to their li~t, we must, more than ever, carefully 
balance the benefits of a particular program with the burdens that 
such a program imposes upon ratepayers. 

We recognize that the ratepayers' ability to absorb 
continuous rate increases is limited. Before authorizing further 
~ate increases to cover implementation of any utility programs, we 
must not only determine that such a program is cost-effective for 
ratepayers but we must also ensure that the design of the program is 
as efficient as possible. It is then our Quty to authorize the 

-32-



• A.59537 et al. }J..J/ec/k.s 

• 

• 

minimum rate increase which will ailow realization of the program's 
planned benefits for ratepayers. With this perspective firmly in 
mind, we will review PG&E's consolidated request to increase its 
gas and electric rates by $l3,295,000 in 1982 to allow systemwide 
implementation of ZIP and by $17,620,000 in 1982 to carry out the 
Res program. 

1. Zero Interest Program 
In implementing Phase I of ZIP in the San Joaquin Division, 

PG&E was authorized to provide zero interest financing, either with 
or without an energy audit, for the following measures: 

B. Ceiling insulation, 
b. Weatherstripping, 
c. "Waterheater blankets, 
0. Low-flow showerheads, 
e. Caulking, and 
f. Duet 'Wrap. (Hereafter referred to as the "Big 6" items.) 
If an energy audit demonstrated their cost-effectiveness, 

the following conservation measures were also eligible for ZIP financing: 
a. Wall insulation, 
b. Floor insulation, 
c. Clock thermostat, 
d. Lighting conversion, 
e. Storm or thermal windows/doors, multiglazed windO'W's/doors, 

iadmovable insulation such as shutters and thermal drapes, 
f. lID. 
In requesting revenues to all~ systemwide expansion of ZIP, 

PC&! strongly urges that initial Phase II measures and procedures 
substantially parallel the Phase I measures and procedures. The 
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evidence of both PG&E and staff indicates that the expansion of ZIP, 
as proposed by PG&E will be cost-effective from the societal, utility, 
and participant perspectives. Using the staff's methodology the 
program is also cost-effective from the nonparticipant or r4tepayer 
perspective. When estimrlted using PG&E' s methodology, the program 
is slightly noncost-cffective from the nonparticipan~ or ratepayer 
perspective. However, based on current estimates of energy savings 
and costs, PG&E's ZIP Phase II program is highly cost-effective on an 
overall basis. 

Although Phase II, as proposed, is already cost-effective, 
we recognize the need for reducing program costs as much as possible 
while maintaining its efficacy. Accordingly, we will direct that 
certain minor modifications be made to ZIP in Phase II. These modifi­
cations, while slightly reducing costs, should, if anything, further 
increase the cost-effectiveness of the program. The following program 
adjustments will be approved for systemwide expansion of ZIP: 

a. 

b. 

c. 

Repayment of ?G&E-provided loans will 
commence immediately aft~r issuance: 
single-family homeowners will repay 
such loans in equal installments over 
a 50-month period whil~ all other 
participants will be alloweo a 100-
month payback period; 
With respect to utility-proviocd 
financing for installation of the 
"Big 6" oeasures, a financing limit 
of $1,000 will be imposed; zero interest 
financing will be ~vailablc for the 
"Big 6" mcasU:P-j only if all the measures 
are 1nstalled~1 and 
With respect to ueility-provided financing 
for installation of the remaining ZIP 
measures, a financing limit of $2,500 will 
be imposed; zero interest financing will 
be available for the remaining ZIP measures 
only if the prograz participant installs 
the "~ig 6" 'Ceasures in his residence. 

The financing l~its of $1,000 and $2,500, respectively, are ~~sed 
in an effort to ensure ecrual allocation of program moneys among poten­
tial ZI? participants. It is appropriate, for ex~ple, to Itmit the 
owner of 4 large single-family home to $1,000 in utility provided zero­
financing for installation of the "Big 6" measures. 
1/ This condition assu:raes that the remaining "31g 6" measures have not 1 j 
- previously been installed and further that it is feasible to instal I 
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!he modifications which we authorize today raise questions 
concerning the status of loans already offered by ?G&E in its 
San Joaquin DiviSion, as well as 81.,eeiling insulation loans pre­
viously issued by PG&E throughout its service territory. In our 
Phase I decision PG&E was authorized to convert outstanding 81. . 
ceiling insulation loans issued in the San Joaquin Division to zero 
interest financing. Furthermore, from April 1981 to Oe~ober 1981, 
while PG&E was refining its procedures and controls for offering 
zero interest financing, customers who signed up for S1. ceiling 
insulation loans were in~ormed that their loans would be entered at 
81. interest but would be eligible for conversion to zero interest 
shortly thereafter. Customers in the San Joaquin Division acted in 
reliance upon a Commission decision and ?GSE's representaeions in 
assuming their 81. loans were eligible for conversion. we cannot allow 
chese customers to act on such reliance to their detriment. PG&Z will 
be authorized to per.ni~ all CUS~OQers of ?G&Z in the San Joaquin 
Division who en~erec in~o 8% loans before the effective date of this 
order to convert thei~ loans to ze~o interest. Of course, zero 

interest loans previously offered to l.."ldividuals whose eligibility 
would be terminated by this decision will also be honored as if still 
authorized. 

~ith respect to customers in PG&E's remaining divisions 
who have signed up for 81. ceiling insulation loans, their aoil1:1 to 
convert their loans 'trri.ll be conditional. ?G&E fN'ill be authorized to 
all~ conversion of such loans to zero interest conditioned upon the 
customer's agreement to 1nsta11 the 're'::l8.ining "'Big 6" eonservati~ 
measures in his reside~ce. During the transition to systemwide ~lemen1 
tation'of ZIP, PG&E ~ill be authorized to continue offering 87. ceiling 
i~sulation loans until zero-interest finanCing becomes available in ies 

• 
respective divisions. Such loans issued during the transitional phase ! 
will be eligible for conversion to zero-i~terest ~~on the customer's l 

t agreement to install the :'emaining "~1g 6" measures. 
PC&E has re~ues~ed increased revenues of $33,295 7 000 to 

meet its projected goal of issuing 2S0~OOO ZIP loans in 1982. The 
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adjU3~ents to ZIP which this decizion authorizes should allow 
PG&E to meet its goal while slightly reducing the overall cos~ 
of ~Ase II. Modification of the loan repayment requirements 
revised interest rates will have no perceptible effect on PG&E's 
requested revenue requirement for 1982 Phase II ZIP. 

After careful analysis we have determined that we will 
reduce PG&E's requested revenue re~uirement of $33,295,000 to 
$29,000,000. A combination of factors prompts this reduction 
of $4,295,000. First, we believe that increased utility efficiencies 
can serve to reduce the estfmated $13,000,000 in administrative 
expenses allocated to ZIP. ~e strongly encourage PG&E to insure 
that the bulk of ZIP-related dollars are earmarked for ins~llat1on 
of conservation measures rather than for 4dministratioa of the 
program. Secondly, controversy surrounds the issue of estimated 
market ~enetration estimates for ZIP measures. While we reject 
staff's recommendation that PG&E's re~uested revenue be reduced 
py $4,917,000 to conform to staff's.l~*er marke~ pene~ra~ion 
estimates, we find that PG&E's penetraeion estimates are somewhat 
ope~ist1c and overstated. Our reduction of PG&E's requested 
revenue require=ent reflects this conclusion. 

Our concern with ratepayer-home costs cannot be 
over~phasizeo. Checks have been built into the syseem which will 
ensure that ZIP-related coses will remain rea$onab~e during the 
first year of systemwide expansion, In addition to the existence 
of the CFA balancing account, we will carefully =onitor ZIP costs 
a~d results on a monthly baSiS, cu~inating in an annual review 
to determine the future reasonableness of PG&E's ZIP • 
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We also reject certain recommendations of the staff 
respecting inclusion and excluaiO'D. of ZIP measures.. . Specifically, 
we reject staff's proposal that only silicone caulking be fbanced .. 
In addition to varying with the RCS program, such & limitation 
raises the potential for ant1competit1veness claims by ma.nufacture1:'S 

of uonsilicone caulking. We reject staff's recommendation to exclude 
clock thermostats from the list of ZIP measures.. Clock thermostats 
can save energy, eapec1a.lly when used to &void all-day heating or 
cooling of homes while occupants are away.. Finally, we do not accept 
staff's proposal that pipe wra~ should be f1nanced for electric 

waterheating customers without an audit. CUXTet1tly, pipe wrap is 

among those measures which can qtLIllify for the 40t state conservation 
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tax credit only if recommended in the course of an Res audit. It 
would be inappropriate and unreasonable for PG&E to encourage its 
customers, through zero interest financing, to insta~l such a measure 
and forgo the tax credit. Additionally, adoption of this recom=enca­
t10n would replace a state subsidy customers otherwise could receive 
with a ratepayer-financed loan. 

We are prepared to move forward with Phase II of ZIP, as 
modified p as soon as practical. However, the application process 
has served to raise many questions about the details of B Phase II 
ZIP. Both PG&E and the staff request COmmission direction with 
respect to the various recomQenciations and proposed adjustments for 
Phase II. We will now address ourselves to those details by first 
turning our attention to PG&E's recomoendations. 

PG&E requests the Commission to incorporate in this decision 
the project financing structure and procedures as set forth in 
D.93497 , the second interim decision issued in these proceedings. 
It appears that the prospects for success in achieving the project 
financing are good. Accordingly, we will reaffirm our cocmitment 
to the project financing of ZIP by expressly incorporating into 
Phase II the essentials of D.93497. We will authorize the use of 
project letter filings for approval of specific financings and the 
use of advice letters for notice of rate adjustments to the CFA debt 
service rate. 

We agree with PC&£ that Phase II of ZIP should continue to 
be fully integrated with ReS to achieve maximum economy and efficiency. 
PG&E's ZIP program is clearly designed to take full advantage of the 
features of the RCS plan in accomplishing its conservation objectives. 
We previously recognized in D.92653 that it is necessary for ZIP to 
conform to RCS requirements and we reaffi~ that recognition in our 
decision authorizing Phase II • 
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We will adopt PG&E's proposals for targe~ing and outreach 
efforts to achieve equitable participation by low-income customers, 

the elderly, minorities,. and renters. ·.!_ts···s?~ci_a:L ~~~~Ji.~ft"i!ig~ ~~~E~_.~~~ 

~~ ::s::~~e e::~t;~~$~~~~~~a:6 ~~i;:~,,~i~;b!~~l.~!:~-=:~ y 
with cormznmity agencies or groups for direct, persOt18:1ized marketing 
efforts among tbe target customer population, 

We believe it is critical to the success of Phase II in 
reaching target marke~s for ?G&E to encourage and actively engage 
the participation of local cOtmI1lmity groups and agencies. So larCa 1 
bas suggested that guidelines be esublished to govern PG&E' s efforts 
in contrac~ing with existing communi~y organizations to assist in 
outreach efforts. S:aff counsel recommends tbs.t the COtDalission 
require PG&E to select such community organizations on the basis of 
a competitive bidding process. We will not ~se sucb requirements 
upon PG&E. We think it is more important to provide the :.1tility With 
the necessary flexibility to :nana.ge its program.. ?G&Z f S efforts and 
results in this critical area of extending ZIP benefies to the target 
markets will be carefully se:utinizec. in the subsequent rate pro­
ceedings, a.nd appropriate action can be taken at that time. We will 
accept the staff's recommendation regarding development of guidelines 
to govern PGe-E f S conduct in contracting with outside organizations 
for ZIP-related services. PG&E will be ordered eo develop its own 
guidelines, incorporating as .:Dany ideas as possible from SolarCal' s 
guidelines, and to submit them within 90 days of the effective date 
of this decision for Commission ap~roval. 

Given authorization. of Phase II, E(;&E proposes to expand the 

program within 45 days to its Bay A:ea. divisions. Within 90 days after 
completion of the first expansion, Phase II will be ext:ended to the 

Coast Valleys, Stockton, and Sacramento divisions.. Within 90 days 
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of tbe second expansion, Phase II ZIP ~ll be maae available in the 

remaining divisians. !his proposed ~=3nsitional schedule is reasonable 
and will be adopted. 

During the proeeecing represent4tives of the mobilehoce 
industry voiced concerns that their constituents, the appro~cely 
125,000 to 150,000 mobilehome dwellers in ?G&E's service area, were 
excluded from sharing in ZI? benefits. !heir conce:ns are well­
taken. To alleviate this inequity, we will adopt PG&E r s recommenda­
tion for participation of mobilehome dwellers in ZIP. !be adoptee 
proposal includes fi~cing up to a $500 l~t for rigid polystyrece 
foam board insulation suitable for cobilehome installation. 

In D.92653 we directed that ZIP loans should be available 
only for residences constructed and occupied prior to Sanuary 28, 
1981. This ma'tter was left open for further consideration in the 
Phase II hearings. !'he evidence presented indicates that the cutoff 
date adopted in D.92653 should be continued. 

PG&E requests that: ::.inor :ncxiifica.tions eo lien and credit 
requirements be made to icprove cost-effectiveness and cont:rol progra: 
eos~s. We will 4uehorize PG&E to increase ebe dolla: ceiling above 
which ZIP loans mus: be secured by a lien to $5,000. Loans in amounts 
below $5,000 will be secured by promissory notes.. We agree that: such 
security is easier and less costly to obtain and ehat: it Yill provide 
ample protection to e~s~re repayment of the'2I? loans. Al~houSh 

~~re is a $3,500 li~t on utility-~roviced zero-interest :i~~~~g to ~~ivieual 
ZIP patticipar.ts, it is possible for Z:? loans to exeeee S5,000 in ~~ case of 
~"'.OS. 

?G&E also proposes :0 ,apply more liberal creeit staneards 
to dete:~ir.e its customers' eli~ibility for partici?~tion in Phase II 
of ZIP. ?G&E intends to review a eusto~er's history for tbe ?receei~9 
year. Residential c~sto~e:s will be available for ZI? loans unless' 
they have bad eit~e: (a) one or :nore "~\!rnof:s," or (0) more than 
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~hree 24-hour notices for nonpayment of their bills. We will adopt 
PG&E's 11ber41ized credi~ standards 3S ~ test of eligibility for 
ZIP. We will also adopt PG&E's more liberal eligibility standards 
for mobilehome dwellers. 

PG&E recommends that the Commission adopt standards for 
monitoring and reporting on Phase II ZIP progress. We agree with 
staff that the Commission cannot simply await the 1982 ZIP reason­
ableness review for information regarding the progress and efficacy 
of Phase II. Staff recommends the filing of detailed monthly and 
quarterly reports indicating the status of both ZIP and RCS. The 
staff recommenc.ation. is reasonable and will be ~dopted. However, we 
will not require ?Got to file cereain cost-effectiveness analyses 
by July 1, 1981. Such a requirement is premature and would be 

unreasonable in view of the limited information which will be available 
• by that d3te. We will be in a better position to eVolluate cost­

effectiveness in the ann~l ZIP re~sonablencss revi~. 

• 

We have previously indicated that we will authorize CFA 
. rates which will generate revenues of $29,000,000 for implement:3t:ion 
of Phase II. Such r~tes are reasonable. In the interests of rate 
st:ability, PG&E recommends thAt overall rate design for both the CFA 
And ReS rate inereases should be accomplishce in eonjunction with 
PG&E's test: year 1982 general rate case. !his can be accomplished by 
authorizing recovery of revenue requirements through rates in the~e 
proceedings_ This suggestion is reasonable ~nd will be adopted. , 

Further it is necessary to resolve the issue of which 
customers should share in ZIP costs. No p~rty challenges t:he proposal 
to exempt the DWR ~nd the Experimental Schedule A-20 from CFA electric 
rates; such an exemption will be authorized • 
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Considerably more controversy surrounds the issue of whether 
palo Alto and SoCal, as resale customers of ?G&E, should bear any 
coses associa:t:ed wieh. ZIP. There are substantial equities on both 
sides of the issues; yet, on balance, we find tb.a.t equity dictates 
an exemption for Palo Alto and SoCal from ?G&E's CFA rates. While 
we desue to maintain consis1:ency with our prior exemption for resale 

customers granted in the solar f1:lancing ease? we a.lso do noe think 

it is appropriate to impose a double bu%den on the customers of 
Palo Alto and SoCal with no corresponding opportunity to share in 
the direct benefits of PG&E« s ZIP. F=tbermore,. in weighing the 

minimal financial effect that the exem.ptiou would have upon PG&E' s 
other eustomers aga.inst the detrimental impact upon Palo Alto's 

conservation efforts occasioned by denial of tee exemption requested, 

we are persuaded that the exemption for the resale customers is 

appropriate.. Given these exemptions, the followi:lg CFA rates will 
be approved to generate the authorized revenue requirement of 

$29,000,000. 
Gas Sales 

eFA Rate $O.0029/them 
Electtic Sales 

$O.00014/l61h 
Staff has also made several recommendations designed to 

protect the ratepayer in the event tbat P~se II of ZI? fails 1:0 

achieve its projected market penetration levels. Given the ex1s~ce 
of a CFA balancing account, staff contends tbs.t there is a high 

probability that PG&E will fail to issue 250,000 loans in 1982, with 
a resulting substantial overcollection of rates. Staff recommends 
that the Commission avoid this potential pitfa.ll by establishing a 
band of reasocableness--on the order of 20~--for the balancing accoant. 
If in any quarter the balancfng account were overcollected by 201., 
staff would have PG&E file an advice let~er to reduce CFA rates and 

elim;nate the excessive overcolleetions. we will reject the staff's 

recommenciation • 
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&. The record suppor1:S ?G&E' s TJ%'ojec1:ion of 
250 ~OOO loans issued in 1982, although 
PG&E ' s market peneera'tion estima'tes are 
somewhat overstated. 

b. The very exis~ence of a balancing ascoun't 
in conjunction with. scheduled annua1. 

c. 

reviews of ZIP expenditures amply protects 
both ratepayer and utility ali~. 
Mancia'tory quarterly adjus~ts might well 
adversely af~eet the willingness o~ 
pros~ctive lenders to advance funds to 
:he ZIP subsidiary. 

d. Finally, there is no compelling need to 
increase the f::equency of rate changes, a 
frequency which is already alarmingly high. 

Staff also recommends Comcission consideration of ZIP 
cancellation if PG&E substantially fails to achieve target; ~rke1:ing 
goa.ls for 10W'-income and rental participation. We have previously 
indicated our interest in ensuring that all of ?G&E' s residential 
custOtDers have access to tb.e ZIP. Equit:.able par'tiei?4tion of all 
classes of residen-eial customers in ZIP is fQldamental. If such 
eqd.table p.ar~icipation is not achieved 7 cancellation of ZIP will 
certainly be an option which we will cotlsider. 

Staff's last recommendation suggests that toe C01Xlmission 
adjust PG&E's rate of re-eurn in 'the ZIP balancing account to reflect 
the quality of its ZIP. If PG&E achieves its goal of issuing 250,000 
ZIP loans in 1982) staff feels that ?G&E should be allowed to earn 
its full authorizee ra'te of reeurn on its inves~t in ZIP. 
Conversely, sea:f recommends a eownward adjustment in the rate of 
return if PG&E fails to achieve its goal. we will reject this s~ff 
recomt:letld.ation. ZIP represents a challenging and innovative 
undertaking~ It is'inappropriate to burden a fledgling pro~atl with 
such exotic ratem.aking procedaes as suggeseed 'by the staff. Seaf:' s 
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proposal would require a seemingly endless round of hearings ~o 
determine at a minimum whether PG&E had legitimate grounds for 
failing to meet its estimated goals. The annual ZIP reasonableness 
review is designed, among other things, to serve this func~ion. If 
proper cause appears, staff may make any reco:::nendation regarding 
an adjus~ment to rate of return during the annual review. 

Finally, we will address the issue of whether ZIP as 
designed will have an unacceptable anticompetitive effect on con­
ventional lenders. No conventional lending institution, despite 
widespread notice of the ZIP proposal, appeared to oppose the program. 
Furthermore, the uncontested evidence indicates that (1) ZIP will 
supplement rather than compete with lending opportunities for 
conventional institutions, and (2) conventional lenders can partici­
pate in ZIP through the project financing structure. We therefore 
conclude that ZIP will not have any antieompetitive effect on 
conventional lenders, much less an unacceptable anticocpetitive effect. 

Other than as modified by this decision, Phase II of ZIP,. 
in all other essentials, will mirror the measures and procedures 
authorized for Phase I by D.92653. 

2. Residential Conservation Service 
PG&E designed its 1982 RCS l>:,ogram to comply wi~h federal 

and state law. In order to meet ~he federal and. sute law manciate 
to implement an RCS program,. PG&E now requests Commission authority 
to increase base rates to generate additional revenues of $17~6207000 
necessary to earry out the ReS program in 1982. Such an increase 
would presumably allow the utility to at~in its sta:ed objective of 
performing l82,OOO Res audits in 1982 • 
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Tbe evidence of record, in conjunction with PG&E's 
cumulative experience with home energy audits, demonstrates that 
audits are an effec~ive ~ans to achieve actual energy conservation. 
PG&E has been providing home energy audits since 1978. Its 
experience has demonstrated, among other things, that: 

a. Actual energy savings achieved through audits 
have proven statis~ically the same as prior 
engineering estimates; 

b. High-implementation rates for conservation 
measures and practices recommended by PG&E 
auditors have been achieved; and 

c. Average savings achieved in space and 
waterheating due to energy conservation 
resulting from audits conducted under PG&E's 
pre-ReS program were 74 thercs per year for 
natural gas and 1,359 kWh per year for 
electric systems • 

Furthermore, credible evidence was presented sbowing that 
ReS is cost-effective. It was demonstrated that from a soeie~l 
perspective PG&E's 1982 Res program will provide benefits on the 
electric side which are three times greater than the costs. On the 
gas side, estimated benefits will exceed costs by a factor of 1.4. 
From the utility perspective, esti~ted electric benefits exceed 
costs by a factor of about 17, while estimated gas benefits are 
approximately 7.3 times costs. 

The ReS program, as designed by PG&E appears to represent 
a valid, cost-effective conserva~ion invesemen~ for PG&E ra~epayers. 
However, as previously noted, before we authorize any program Which 
will result in increased rate burdens for ~he utility customer, we 
must carefully scrutinize the program to determine the minimum 
expenditures necessary eo allow the program to provide benefits to 
those who are paying for it . 
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staff has recommended that the requested Res funding be 
reduced by $3,722,000. !he staff adjustment is based upon a downward 

revision in the program's estimated labor costs. 'l'he reeord does nO't 

support the staff reeommendatien. Staff failed to accurately assess 
the amour1.1: of time and labor required for MtJ'D audits, as well as the 

personnel required to meet PG&E' s RCS program goals. Accordingly, 
the staff adjustment will be denied. 

W1rl.le we rej ect the eost-cutting proposed 'by staff, there 
is ample reason for reducing ?C6E's $17,620,000 request for Res. 
At a ttJinimum, the status of ReS on both the federal and state level 
is one of dynatlic flux. Changes to R.eS requirements appear very 
likely. Federal authorities, in recognition of the cumbersome burdens 

imposed upon the sUltes by the federal Res mandate, seem prepared to 
reduce and simplify many of the current re(j,uil:ements. At the state 
level the CZC is consideri:lg amendments to the RCS St:ate Plan. '!he 

first set of changes are scheduled to take effect on January 1, 1982 
with additional changes on July 1, 1982. It is highly likely that 
these prospec'tive amendments will simplify required ReS procedures 
and reduce the eosts of providing audits. We could autl:torize the 

entire rate request and refund the excess in the event that aceual 
costs for Res during 1982 prove to be less than those estimated ~ 
A.60700. Or, we could defer the req,uested increase in an't:icipation 
of likely cost-reducing modifications to RCS. Our awareness of the 
financial uncertainties facing the utility customer and of his limited 
capacity to absorb further rate ine=eases compels us to choose the 
latter course. Accordingly, we will authorize :PG&E to increase its , 
base rates to generate $12 p OOO,OOO for implementation of RCS in 1982. 
If the amount granted precludes PG&E from reaching its objective of 
l82,OOO Res audits in 1982, then it must be so. However, given the 
likelihood that the costs of Res audits will be reduced, we will 
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carefully scrutinize PG&E·s performance to ensure that it is doing 
everything within its power to meet its original objective. 

The $12,000,000 funding for PG&E's 1982 ReS program will 
be authorized by this decision. However, the adjustoent to b~se 
rates which will produce such a revenue requirement will be authorized 
in PG&E I S general rate decision which will issue today.. The :nanner 
in which the $12,000,000 is spread among the v~rious customer classes 
should be done on a uniform cents per therm a.nd kWh basis. As 
previously noted, Palo Alto ~nd SoCal shall be exempted from any 
increase in bAse rates associated with PG&E' s RCS pr/:>gram. 

We have made the generic decision to authorize funds for 
PG&E's 1982 Res program. Now we must address more specific issues. 
Various recommendations were made respecting details of PG&E's RCS 

program, and we will now weigh their relative merits . 
Staff has recommended i~position of a $15 charge on ratepayers 

~ho receive RCS audits. Ir~espective of whether we possess legal 
authority to order such a charge, we find tb.3t the f~c~l record 
does not support the charge. St~ff's pro~sal lacks adequate con­
sideration of the customer's ~bility to pay ~nd the likely levels of 
participation in the ReS program which would result from such a charge. 
A mandated $15 charge would 41so contradict ReS progr~m announcements 
previously mailed to ail PG&E customers and its colleccion would add to 
total ReS administrative expenses. Furthermore, the audit fee would 
impose a burden on low-income customers. Staff had no reasonable 
suggestion for identifying low-income customers who would be exempt 
from the $15 charge. Finally, noehing more than speCUlation supports 
staff's rationale that such a charge will be useful in discouraging 
audits for those customers who ~re really not serious ~bout insealling 
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conservation measures in their homes. Therefore, the $15 audit charge 
recommendation will be rejected. 

PG&E requests the Commission to authorize the continued use 
of the ENERCOM computer system in producing the energy savings 
infor~tion which it must provide customers as part of its RCS 
audits. Given our overriding concern with costs, we have serious 
questions about the need for such 8 complex and costly system to 
produce the required information. HOW'ever, we aJ.so recognize that 
currently PG&E has no viable alternative to the ENERCOM system. 
Since we have a strong interest in immediate implementation of PG&E's 
1982 RCS program, we will authorize the continued use of the ENERCOM 
system. We will require PG&E, within 90 days of the effective date 
of this order, to file a report with the Commission analyzing the 
availability of effective and less costly alternatives to ENERCOM. 

PGScE requests the Commission to authorize, rather than 
mandate, the use of outside agencies to perfor= ReS services ~der 
contract. We will authorize PG&E to engage outside agencies, 
governmental entities, or contractors to furnish energy audits if 
necessary to reduce backlogs of audit requests to develop and assist 
participation among target custo:oer groups, and to perform any other 
necessary services in connection with ReS. As we previously noted 
in discussing contracts with outside agencies for ZIP outreach, we 
believe ~ha~ PG&E should be provided flexibility in responding to 
circumstances ariSing from institution of two innovative programs, 
such as ZIP and ReS. We will not unnecessarily restrict PG&E's 
ability to respond to contingeneies by ordering thee to enter into 
contracts with outside agencies for, as yet, undefined purposes. 

PG&E also recommends that the Commission refrain from 
requiring PG&E to provide inspections caJ.leci for under mandatory 
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retrofit ordinances enacted by local communities. Several local 
governmental entities within PGCcE T S sez:vice ter.::'itory have passeC. 
ordinances which require installation of certain basic conservation 
measures in homes upon the change of ownership. While they vary in 

specifies, all the ordinances require an inspection, upon the sale 
of property, to determine that the =ea.sures have indeed been installed. 

SolarCal req,uests that PG&E, at ratepayer expense, provide the 
required inspections. It is apparent that the mandated ree:ofit 
inspections are significantly less than an RCS "audit. ..t;.,ny customer 
receiving such an inspection would still be eligible for a full RCS 

audit. Since mandatory retrofit ordinance inspections are different: 
than Res aud.its, ratepayers would bear the added cost of funding the 

activities of local government while paying the costs of the RCS 
prog:am. While we applaud the initiative of loeal government in 
encourag1:lg conservation, we must note that an over:iding theme in 
today's decision has been our concern 'With costs. It would be 

inconsistent to reduce RCS :5mding to a bare mini:xw:t of $l2,000,000 
while imposing additional cost burdens on ratepayers ehat: a :-eq,1.tl:rement 
that l?G0cE provide mandatory retrofit ordinance inspections would 
ent:ail. We stX'ongly encourage PG&E to cooperate voluntarily with 
local governmental entities to assist them in implementing successful 
conserva tiOll programs. At a minimum PG&E can provide inspection 
services required by the ord~nces to the ex:ent that personnel and 
resources are available and not otherwise eOQCitted. 

PG&E asks ~e Commission to approve its audit ~roeedures 
for MUDs as reasonable. We will do so. Peneeration of the rental 

market is fundamental to the success of both ZIP and ReS. PG&'£' $ 

MOD audit program ambitiously commits about $3 ~llion in administrative 

expenses as part of its effort to achieve conse:vation in the rental 
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market. 'the MOD audit prog::am,. its procedures, and attendant costs .a.:'e 

a reasonable response to the challenge of eX1:ending ZIP and RCS 
benefits to reuters and will be adopted as such. 

Since RCS costs will be recovered in base rates and are 
not subject to balancing accoune tre&'tment, staff fears that PC&E 
will unduly benefit if program costs in 1982 are less than the 

authorized revenues. ~ response to this perceived problem,. staff 
recO'ttlme1lds that RCS-related rates be collected subject t,o refund. 
In the event of overcollection,. excess 1:evenues could then be returned 
to the ratepayer. Our determination to drastically reduce RCS funding 
to $10,000,000 renders the staff's concerns somewbae academic 1n 
nature. Given the bare-bones RCS budget which we authoriZe today,. 
the likelihood of PG&E receiving revenues tn excess of 1982 progr2: 
costs is indeed slim. We find that there is no need to order collec­
tion of ReS-related rates subject to re:5.md. 

!be rates which we authorize today for ?G&E's 1982 RCS 
program. will generate revenues of $12,. 000 ,. 000 and will be authorized as 
reasonable and necessary for PG&E to discharge its mandatory ReS 

obligations. Other than as modified by this decision, PG&E' s appli­
cation to increase rates to fund its 1982 RCS program is approved in 
all respects. 
Findings of Fac~ 

1. By accelerating the pace of residential conservation through 
an aggressive program of utility-provided ZIP, PG&Z can achieve 
si~ificant energy savings whicn can reduce its need for costly new 
energy supplies and production facilities. 

2. In D.92653 the Commission authorized PG&E to conduct a 
test of its ZIP program in i:s San Joaquin Division. 

S. Results from Phase I testing show that ZIP can sti::nllate 

customers to take cost-effective conservation actions • 
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4. ?h~se I par~icipation levels demonstrate th~t subst~ntial 
opportunities exist for highly cost-effective i~vest~ents in 
conservation by public utilities. 

5. As described in 0.92653 the relevant tests 0: COSt­

effectiveness of a conserv~tion program such ~s ZIP are from the 
perspectives of the participating customer, the utility, and society. 

6. PG&E's proposed ZIP ?hase II program iz cost-effective to 
program participants, the utility, and society. 

7. Rate impacts of Z!? will be experienced by participating 
as well as nonpartiCipating ratepayers. 

S. The program measures specified in ~.92653 are appropriate 
for initial im?le~entation 0: Phase II 0: ZIP. 

9. Except as noted previously, the procedures outlined in 
0.92653 are ~ppropriate and necessary for initial application in 
Phase II of ZIP. 

10. With respect to installation of the "Big 6" measures, it 
is 3?propriate to impose a financing limit of Sl,OOO: with respect 
to installation of the remaining conservation measures, it is 
appropriate to impose a financing limit of $2,500. 

11. :t is appropriate to require repaymen~ of PG&E-providec 
conservation loans i~~ediately; it is ~P9ropriate to require single­
family homeowners ?~r~icipating in the program to repay such loans 
in equal install~ents over a SO-month period while all other 
?articipan~s will be allowed a lOO-mor-tn pa1b~ck period. 

126 It is ~p?ropriate to require inst~llation of all "Big 6" 
measures as a condition for receivi~9 utility-provided zero interest 
conservation financing; it is a~so appropriate to requir~ inst~l­
l~tion of the "Big 6" me~sures as a condition for re~eiving 
utility-pro~ided zero interest conservaticn fin~ncing for the 
remaining ZIP measures • 
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13. !t is appropriate to allow c~sto~e:z in PC&E's San Joaquin 
~ivision who have receivee S% conserv~tion financing from the utility 
before the effective date of this oreer to convert tbeir loans to 
0%. 

14. !t is appropriate for all customers in all PG&E's otber 
divisions 'Nho have received 8% ceiling insulation financing from 
the utility before the effec~ive cate of ~his oreer 'to convert 
their loans to 0% upon tbei: a9:ee~ent to install all of the ~Si9 6" 
measures in their residences. 

15. During the transition to systemwide i~ple~entation of ZIP, 
it is_appropriate to authorize PC&E to contince offering convertible 
8% ceiling insulation loans in those divisions which are awaiting 

'1 b'" '.. I: z ... ,:) aval a l~~wy o •• ~. 
l6. Project financing proviees ~ means to finance ZI? oene­

• ficial both to the utility and its raeepayers.It is appropriate 

• 

for PG&E 
policies 

17. 

to project finance ?hase II of ZI? in 
and procedures specifiee in D.93497. 

toans for conservation ?~rposes such 

accord~nce wit~ the 

~s ?C&E will be 
offering in Phase !I 0: ZIP re?rese~t a s~all :rac~ion of ~he 
lending ac~ivities of convention~l le~ding institu~ions. 

18. ZIP loans will supple=.ent rather than compete with lending 
opportunities for conventional lending institutions. 

19. Conventional leneing institution~ will have an opportunity 
to participate in ZIP through its project fin~ncin9 structure. 

20. ?C&E's Ph~se II ZIP program is closely integrated with 
the federally ~andated RCS prog:~m, and Z!? ce?~~cz upon RCS a~dits 
for determining eligibility :0: finanCing of certain Z!? measures, 
and for nu~erous procedures. 

• 
21. As described in 0.92653, zpecial efforts are necessary 

t .... .. " .. ' '.,. T? f 1":' ...,. . t# ' o ga~n t •• e par~~c~pa~~on ln ~_~ 0 e ~er-l, non-~ng_~sn s?ea~~ns, 
low-income persons, and renters • 
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• 
22. PG&E's plans ~o achiev~ satisfactory l~vels of participation 

in ?~ase II by low-income, elderly, non-English speaking person~, 
and rcnter= through special outreae~ efforts ~nd coordination with 
communities, schools, churches, neigh~rhood organizations, and other 
groups, are reasona~le and appropriate. 

23. ?G&E's plans to achieve satisfactory levels of participation 
in Phase II of ZIP through contracts, where neee~~ary, with communitj 
organizations or local governmental entities arc reason~ble and 
appropri~te. 

24. PGSE's proposed SChedule for transition from Phase I to 
Phase II of Z!P in three increments is reasonable. 

25. There arc ~ substantial number of persons who reside in 
mobilehomes in PG&E's service ~rea who can achieve significant energy 
savings through ZIP loans. 

• 
26. ZI? financing up to a cost-effectiveness limit 0: $500 

for rigid polystyrene foam board insulation applied to the outside 

• 

of a mobilehome roof and covered with reflective aluminum is re~sonaole. 
2i. Because of physical limitations, it is not reazo~aole to 

require R-19 levels of inz~l~tion to be ~chievec in connection with 
ZIP-financed mobilehome loans. 

28. To protect ratepayers' investment in ZIP loans in connection 
with fin~ncing of ~easures fo: mobilehornes, i~ is reasona~le ane 

necessary to req~ire three conditions for zr? financing: 
a. A ?re-loan inspection to ensure that the 

dwelling is ~ountec on piers ~nd equipped 
with skirting; 

b. Proof of ownership: ~nd 
c. Repayment of the loan in SO egu~l installments. 

29. For renter-occupieo mobilehomes, to provide adequate 
security for a ZIP loan it is reasonable to require the owner's si9n~­
ture on the agreement as a cosigner • 
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30. For ~aster-mete:ed mobilehomes, to provide ade~u~te .security 
for ZIP loans it is reasona~le to re~uir~ eit:'er that the ~obileho=e 
p~rk owner act as cosi9ner with the o~ner of the individual mobileho~e, 
or that a standard credit check be m~de on the prospective ZI? 
participant. 

31. ror individually metered mobilehomez, it is re~sonable 
for ZI? participants to meet the s~me credit-worthiness requirements 
as owners of single-f~mily fixed dwellingz. 

32. ~o qualify for a ZIP loan, it is re~sonable :0 require that 
participants have been a CuStomer 0: record of PG&E for 12 months 
with no shutoffs or no more th~n three 2'-hour notices for nonpayment 
durlng that time. 

3Z.· It is reasonable that potential ZIP participants who fail 
to meet credit-worthiness stand~rd$ can reapply and qualify for ZIP 
loans if they thereafter establish a payment record as a PG&E customer 
over an ll-~onth period which does comply with th~ standards. 

34~ It will improve cost-effectiveness, reduce ~dministrative costs, 
f~cilit~te Z:P participation, anc ?rovid~ for more flexible utility 
response in the event of nonpayment to ~dju$t the requirement for 
recording liens on ZIP loans described in 0.92653 so that liens will 
be re~uired only for loans in p.xcezs of S5,000. 

35. In order to Obtain ~aximurn conservation from all sesments 
of the residential housing market, it is appropriate that Z:? loanz 
should be availabl~ for ~ll Qwellings constructed and occupied prior to 
January 28, 1981. 

36. Palo Alto and SoCal administer their .Own ZIP and ReS programs. 
37. It is inappropriate to require eusto~ers of Palo Alto and 

SoCal to bear a double burd~n by funding the ZIP and Res programs 0: 
their utility as ~ell as the ZIP and Res programs of ?G&E. 

38. The increase in revenues of S29,000,000 authorized for Phase 
I! of ZIP is fair and :easonable~ 
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39. PG&E'S estim~tes of current m~rket penetration of various 
conservation.measures ~ne useful life of conservation measures ar~ 

reasonable. 
40. PG&E's estimated penetration levels for each me~sure to 

be financed under ZIP arc reasonable. 
41. PG&E's estimated total of ZIP loans in 1ge2 is a reasonable 

estimate of the level 0: interest in ZIP in its first full year of 

operation. 
42. The number of ZIP loans processed will be the major 

determinant in the level of administrative expense. 
43. PG&E's proposed allocation of expenses between ZIP and ReS 

is appropriate and reflects a reasonable distribution of costs among 

these closely related programs. 
44. It is appropriate for PG&E to contract with outside groups 

to provide services under ZIP or RCS whenever it cannot accomplish 
necessary program functions with its own employees. 

45. It is appropriate that contract services for outreach 
to target customer groups be oriented toward ZIP rather than RCS 
because actual installation of conservation measures will result 
whenever ZIP financing is provided. 

46. It is appropriate that PG&E enter into contracts for outside 
services only when it first has determined the need for such assistance. 

47. It is reasonable for ?G&E to require minimum standards of 
financial soundness, liability insurance, and o~her business fac~ors 
when contracting for services under ZIP or RCS. 

48. PG&E's pl~ns for staffing to conduc~ ZIP and RCS are 
reasonable as to number, salary levels, organization, and supervision. 

49. PG&E's cumulative experience wi~h residential energy audits 
demonstrates that they can effeetiv~ly promote conservation action by 

recipients • 
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50. 2G&E-s 1932 Res program will be cost-~ff~ctive to p~rtici?ants, 

the utility,and society. 
51. ~he use of the Z~ERCOM computer system in PG~E's ReS ., , tn:,s t:..::e. ~rogram is reasonable' at 
52. It would be inequitable and ineffective and would discourage 

conservation to charge a S15 fee for Res audits. 
53. It would be inequitable to re~uire PC&S to provide in=pections 

under mandatory retrofit ordinances enact~d 'by local ;over~~ents, 
although it is reasonable for PG&E voluntarily to perform such 
inspections on an occasional basis as a service to its customers when 

manpower is available. 
54. PG&S'S MOD audit program and procedures are reasonable and 

are an integral portion of its overall ZIP and ReS conservation 

efforts. 
55. The increase in revenues of S12,000,000 authorized for 

PG&E's 1982 RCS' program is fair and reasonable • 
56,. ?G&E's 1982 Res prog:am conforms to the reCiuirements 0: the 

California RCS Plan. 
57. RCS audits are a cost-effective means of providing conserva-

tion information and motivation to customers. 
58. PG&E's general marketing ~p?roac~ to ZIP and ReS is fair 

and reasonable. 
Conclusions 0: L~w 

l. PG&Z should be authorized to implement Ph~se II of the ZI2 
progr~~ as described in this decision ~nd ~nd~r the terms and conditions 

provided. 
2. S29',000 ,000 should be authorized as .! reasonable level of 

PG&E's expenai tures for t~e first yellr 0: imple::,.ent.lt,ion 0: Pl'lase I: 
of ZIP consistin9 of 521,880,500 for sas and S7, 111,500 for electric. 

3. S12,000,000 z~ould be .luthorized as a reasor~ble level 
of PG&E'S expendit~res for its 1982 RCS ?rosr.l~, consistin9 of 
$9,840,000 for sas and 52,160,000 for electric. 
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4. When PC&E is authorized :0 increase its electric and gas 
rates under its test ye~r 19S2 ra:e e~ze =ili~g A.60153, it :urthe~ 
should be authorized to increase electric and gas rates to recover 

the costs of ZIP and RCS as authorized. 
5. PG&E's Res program should conform to mandatory features 

of the RCS Sta:ee Plan as approved by DOZ. 
6. PG~E's ZIP ?rogr~~ should be inte~rateC with and follow 

RCS procedures wherever appropriate. 
7. ..T~~·a?proved Phase II Z::::? pr'ogram is consistent, with the 

---, purposes~-rid-r-equirements of the National Energy Conservation ?olicy 
...... -. ..... " . .' . 

Act 0: 1975'and the Energy Se~u:ity Act of 1980. 
S. PG&E's ZIP program will not be antico~petitive in lending, 

or any other relevant markets, and will not violate federal or state 

antitrust laws • 
9. It is not appropriate to segregate cost~ of conservation 

programs such ~s ZIP and ReS in the rate strUCture, inas~ueh ~s no 
such segregation is made with regard to other energy zupply costs. 

10,. Since SOCal and ?alo AltO customers 'Nill fund their own ReS 
and ZIP progra~s, they shoule not contribute :0 ?C~E's ZIP and Res 
program fu~ding. 

11. Advice and project letters filed in accordance with General 
Order 96-A are appropriate to oc~ai~ Co~~iszion approval of financial 
arrangements between PG&E and its financing suosidiary, ?CSC, between 
the suosidiary anc lenders, and to approve ;uarterly ~a~e aejuzt~ents . 
associated with C~A debt service rate as authorlzee in D.93497. 

12. Increases in C~A oalancing accou~t factors for all classes 
of gas and electric service, except as noted from SO.OOlOS per ~her~ 
to 50.0029 per ther~ and :ro= SO.00002 per kWh to SO.v0014 ?e~ kWh, ~ 
respectively I' a:e just and reaso:1aj~lC' 3:'\d should be applied in 
accordance with the established CFA tari::s. 
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13. The ReS program is ~and3teo under the National Energy 
Conservation policy Act, the Energy Security Act, OOE regulations, and 

the RCS State Plan ?rom~lgated by the CEC. 
14. ?G&E is legally obligatec to go forward with Res as currently 

required under federal and state law. 
15. This order shoulo become effective immediately to allOW 

PG&E to exteno the benefits of ZIP and Res to all its customers gZ 

quickly as possible. 

o R D E R 

IT IS ORDERED that: 
1. Pacific Gas and Electric Company (PG&E) shall expand its 

zero interest program (ZIP) 0: residential conservation financing 
throughout its service territory SUbject to the following requirements: 

a. Measures to be financed initially shall be the 
same as specified in 0.92653, except that PG&t 
may also finance rigid polystyrene foa~ board 
insulation applied to the outside of a mobilehome 
roof up to a cost-effectiveness limit of $SOO~ 

b. Procedures and requirements Shell be the same as 
stated in 0.92653 except that: 
(1) Repayment of PG&E-provided loans will 

com~ence immediately after issuance; 
single-family home owners will repay 

( 2) 

such loans in equal installments Over a 
50-~onth period while all other partici­
pants will be allowed a lOO-~onth payback 
period. 
~i~h respect to the installation 0: the 
"Big 6" measures, a financing li~it 0: 
Sl,OOO per individual dwelling ~nit will 
be i~?osed~ with respect to installation 

.(: .. 10. • , .(:., 1" o. ~.je rema~nln9 measures, a .~nancln9 lmlt 
of S2,500 will be imposed. 

t -57-



. . 
A.S9537 et ~l. ALJ/ks 

(3) Availability of utility-provided zero 
interest conservation fin~ncing for the 
"Big 6" measures is conditioned upon 
installation 0: ~ll the "Big 6" ~easures, 
availability 0: utility-provided 
zero interest conservation financing for 
the remaining Z1P ~easures is conditioned 

. • 11' 1:, 1"10. "B' 6" upon 1ns.a at10n o. a. ._Ie 19 
measures. 

(4) PG&E shall be re~uired to record a lien only 
for ZIP loans in excess of $5,000. 

(5) Participants must have been ?G&E customers 
for 12 months with no shutoff and no more ~han 
three 24-hour notices for nonpay~ent during 
that tim~. 

(6) Participants who fail to meet credit-worthiness 
standards can reapply and q~alify for ZIP loans 
if they thereafter establish a payment record 
as a ?G&E customer over an ll-month period which 
meets those standards. 

(7) ZIP loans for mobi1ehomes are authorized provided: 

(3) They pass a preloan inspection to 
ensure that the dwelling is ~ounted on 
piers and equipped with skirting~ 

(0) Proof of ownership is provided: and 
(c) Loans are repaid in 50 e~ua1 installments. 

(8) For renter-occupied mobilehomes, the owner must 
agree to be a cosigner for the ZIP loan. 

(9) For master-~etered mObilehomes, participants 
must: 
(a) Have the mobilehome park owner act as 

a cosigner on the ZIP loan; or 
(0) Agree to have a standard credit check 

performed .. 
(10) For individually metered ~o~ileho~es, participants 

must meet the same standards of credi~-wor~hinezs 
as owners of single-family fixed dwellings~ 

(11) All dwellings constructed and occupied prior to 
January 28,1981, will be eligible to qualify for 
ZIP loans. 
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c. PG&E is to use its oest efforst to promote ZIP and 
to achieve satisfactory levels of participation in 
the progr3~ for its low-income, elderly, non-English 
speaking, and renter customers. 

d. PG&E is authorized to contract with outside agencie=, 
entities, or contractors to receive services which 
further the objectives of the ZIP and RCS programs, 
including services to f~cilitate participation by 
low-income, elderly, non-English speaking, and other 
target groups, whenever PG&E first has determined 
that such services are necessary. The following 
procedures shall be followed by ?G&E to maximize the 
cost-effectiveness of such contracts: 
(1) ?G&E shall reimburse agencies, entities,or 

contr~ctors for re~sonably incurred actual 
COStS of ZIP or RCS services performed, 
but PG&E shall re~uire that such agencies, 
entities, or contractors must provide, prior 
to any payment for any service performed, evidence 
or documentation to demonstrate full compliance 
with the contract. 

(2) PG&E shall apply contracting standards to all 
agencies, entities, or contractors with whom 
it contracts for ZIP or RCS services. The 
standards should, ~t a minimum, address traditional 
business considerations such as financial 
soundness, liability insurance coverage, and 
performance history in providing the same or 
comparable services. 

(3) In the event circumstances warrant use of 
competitive bids to select agencies, entities, 
or contractors, PG&E is authorized to contract 
with the bidder who agrees to provide services 
complying with all bid specifications at the 
lowest acceptable cost. 

e. PG&E's ZIP program shall be integrated with and 
conform to the RCS program as specified in the RCS 
State Plan issued by the CEC. 

2. Under D.93~97, PG&E is authorized to project finance the ZIP 
progra~ and to file project letters and advice letters in accordance 
with General Order 96-A to obtain Co~~ission approval o£ financial 
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arrangements betwee~ PG&E ~nd its financing subsidiary, Pacific 
Conservation Services Company, between ~he subsidiary and lenders, 
and to approve quarterly rate adjust~entz associated wi~~ the CFA 

debt service rate. 
3. PG&Z is authorized to increase gross revenues in the amount 

or S29,OOO,00.0 for the CFA'less the a~ount that · .... ould be collected 
under present CZ'A rates. This totals about a S14,320,000 increase in 
9 as depa r t:nen t revenues and'~ about aSS, 84.8 ~ 0 00 1."'C'ease i..." electric. revenues: : .. 

4. ?G&Z is authorized to i~crease CFA balancing account factors I 

for all classes 0: gas and electric service except as noted :ro= 
SO.OOlOS per ~~erm to $0.0029 per therm and from SO.00002 per k~~ 
to SO.00014 per kWh, respectively. zor its RCS pr09r~ ?G~E is 
authorized to increase base rates for all classes 0: gas and 
electric service as noted by SO.OOll per therm and by SO.0004 

per k1i."h. 
S. ?G&E further is authorized to i~crease gross revenues in 

the a~ount 0: S12,000,OOO for its 1982 RCS progra~. 0: thi~ ~~ount, 
S9,S40,000 is for the gas depart~ent and $2,160,OO~ is for the 

electric depar~~ent. 
6. PGsE is authorized to file tariffs with the Co~~ission in 

connection with systemwide expansion of ZI? and implementation of its 
19S2 RCS program to be effective concurrent with rates that are 

authorized in the general rate decision. 
7. SoCal and Palo Alto shall be exempt.f:om rate inc:eases 

associated wit~ i~plemen~~tion of PG&E's 1982 ZIP and,RCS progr~. 
8. PG&E is autborizeo to carry out ~s prcposee the feeerally 

mand~ted RCS pr09ram in 1982. 
9. Costs of ?G&E's ZIP and RCS ?rogra~s are to be applieo to 

all custo~ers, exclueing SoCal and ?~lo Alto resale custo~ers and 
except !or sales to t~e Department o! Wa~er Resources ~nd sales under 

Experi~ental Scheeule A-20. 
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10. PG&E sh~ll file ~nnu~l r~tc a?plic~tions for future ZIP 

and RCS costs, and ~hall incluoe i~ it~ presentations the in!orm~tion 

specified in Ordering ?ar~9r~ph 7 of D.926S3. 
11. In conform~nce with thiz decision, ?G&B sh~ll provide 

detailed monthly reports enumerating the costS ~nd resultz associated 

with the 1982 ReS and ZIP programs, serving ~ cO~J on ~ll appe~r~nces 

in these proceedings. 
12. ?G&E zhall develop its own guidelines for contr~cting 

with outside org~nizations for ZIP-related services ane submit 
them to the Commission within 90 d~yz o~ the effective date of 

this order. 
13. Within 9J days of the e!f~ctive d~te 0: thi~ order, ?G&E 

shall file a r~?o:t with the Commission analyzing the availability 

of effective and less costly ~ltcrnatives :0 E~ERCO~. 
This order is e:fectivc tocl~y. 

Dated December 30, 1981 , at San Francisco, California. 

I will file a dissent. 
I_I RICHARD D. GRAVEUE 

Commissioner 

r--"', 

JOHN E. BRYSON 
President 

U:ONARD H. GRIMES, JR. 
VIC'IOR CALVO 
PRISCIllA c. GREW' 

Commis.ioners 
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RICl{ARD D. GRAVELLE, Co~issioner, Dissenting: 

I dissent. 

In issuing D.92653 in Ph~se I of this proceeding we 
were extremely concerned about the cost effectiveness of the ZIP 
program and i:s effect upon the nonparticipating ratepayer. wnile 
we did not categorically adopt :hc nonparticipant test as the only 
test for cost effectiveness. we did place great reliance upon it 
~nd concluded ~t mimeo page 29f of that decision that: 

"In short. the progr.lm .:ldoptec. today will provide 
benefits to participants, nonparticipants. the 
utili ty, and society as a :-:hole. ,. 
(See also the entire discussion at pages 22 
through 29£ and Findings of Fact 7 through 21) 

Today's decision,in Findings of Fact 5 through 7. seems 
to me to shift away from the concern we so painstakingly constructed 
in D.92653 and to provide a r:luch more flexible standard to be 
utilized for justification of programs such as ZIP. 

I understand ~nd commend ~y fellow Commissioners for 
further conditioning the program ~uthorized today. They have 
acted to try to assure .1. thoroughly cost effective activity. 
nevertheless I do not feel conficent th~t the record before us 
satisfies ~ nonparticipant cost effectiveness crite~ia and the 
decision honestly docs not ~ttcmpt to state such to be the coso. 
Without being able to make that determination I cannot accede to 
the ~ultirnillion dolla~ cxpenditu~e authorized today. 

San Francisco, C~li£ornia 
December 30, 1981 


