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Question 2
The AMI System Hardware cost estimates appear to differ drastically between spreadsheets and tables supplied by WACS and PG&E, as shown below:

	Short Name
	Filename
	Cell #, Label
	Supplied By
	Cost

	WACS BAFO
	BAFO Attachment 2-6 Pricing Template (BAFO)

(hard copy only)
	AMI Interface System, Total for Hardware, 100%
	WACS
	$896,860



	WACS RFP Response
	Att. 2-6 (AMI Interface System Price Template) WACS.xls
	D24, Total for Hardware/AMI System
	WACS


	$1,360,000



	DR1 Response


	ORA-001-03AttachmentA.xls
	I7, AMI Server Hardware
	PG&E
	$19,850,000

	Testimony, Louie 
	PG&E-8, Pg. 2-3,
	Table 2-1, line 3, AMI System Hardware Capital
	PG&E
	$29,400,000


Please provide a more specific break-down of the hardware expenses used in PG&E’s estimates which include an accounting for the over 10x increase in PG&E’s hardware estimates over those of its preferred vendor.
Answer 2 - Information in this document contains Confidential Protected Material Submitted Under Public Utilities Code Section 583.
WACS used several incorrect assumptions when preparing its estimate of the hardware required for PG&E’s AMI Interface System.  These included the following:

· That only 10 percent of electric customers will require the collection and storage of hourly interval data, whereas in fact, all of PG&E’s electric customers will require this functionality;

· That only two months of interval data will need to be stored, whereas in fact, PG&E will store interval data for seven years; and

· That hardware will be required for only one IT environment, the production environment.  WACS indicated within its RFP response that additional IT environments will require additional hardware.  As discussed in the original Application, PG&E plans on building a production environment, as well as joint development/testing and disaster recovery environments.

In its response to the BAFO proposal, WACS leveraged its strategic relationship with EDS to lower its cost proposal.  However, it continued to use the same inaccurate assumptions to size the hardware requirements

Schedule 2 of PG&E’s RFP document requested that respondents submit proposals for the supply of hardware required for the AMI interface system.  However, PG&E has since decided to leverage its resources and procure this equipment internally.

As discussed in Application 05-06-028 (see Exhibit 2, Chapter 2, page 2-12, lines 17 to 23), PG&E originally estimated that the servers and related equipment required to run the AMI Interface System would cost $36.3 million (i.e. $17.3 million in hardware costs for the production environment and $19 million in hardware costs for the joint disaster recovery and development/testing environments).  Attachment A provides a detailed breakdown of these costs.

During the course of its vendor selection process, new server technology became available that generated savings of 40 percent against the original estimated server costs (see page 2-12, lines 24 to 32).  To reflect this and other minor adjustments, “the estimated cost of hardware was revised to $9.7 million for the production environment, $4.2 million for the development and testing environment and $5.9 million for the disaster recovery environment” (page 2-12, line 33 to page 2-13, line 2).  These amounts total $19.8 million (i.e. the same amount shown in ORA_001-03AttachmentA.xls as shown in the table in the question).

The difference of $9.6 million between the figure of $19.8 million discussed above and the figure of $29.4 million shown in Table 2-1 on page 2-3 of Exhibit 2, Chapter 2 comprises the cost of replacement servers that will be purchased in Year 4.  This policy is discussed on page 2-13, lines 2 to 9.  The cost can also be seen in Table 2-2 on page 2-8 and in cell M7 of ORA_001-03AttachmentA.xls.
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