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methodology


This chapter presents the results of PG&E’s cost study ordered by the Commission (D.97�05�039, Ordering Paragraph No. 5).  The Commission stated that its goal for these cost studies is to “separately identify real savings” (D.97�05�039, pp. 21�22).  PG&E believes that an activity-based cost analysis is the proper framework for determining real savings.  This section gives an overview of the methodology used by PG&E to estimate the cost savings when meter services, meter ownership, meter reading, billing and related activities are performed by energy service providers (ESPs).


Understanding how revenue cycle functions cause costs relies on activity-based analysis, a method based on a detailed scrutiny of all the actions necessary to provide a specific service.  In other words, understanding the fundamental impact that an activity has on each part of an organization reveals the relationship between activities undertaken to provide services and costs caused.  An activity-based study can also reveal the presence of shared costs.  A shared cost supports more than one activity (for example, walking to a house for a dual�commodity meter read).  One can only eliminate a shared cost by eliminating all the activities that it supports.


PG&E developed an activity-based cost model with inputs based on measurements of actual revenue cycle activities performed by PG&E employees.  Traditional sources of cost information, such as historical costs organized by the FERC chart of accounts, are of limited use in activity-based cost studies for two reasons.  First, historical costs are only useful if they are representative of the utility’s forward-looking costs.  Second, cost information in accounting systems often lacks the detail necessary to understand the relationship between activities, cost drivers and costs, especially shared costs.  A clear understanding of these relationships is necessary before one can quantify cost savings resulting from reduced or eliminated activities.


Activities


Fundamental to the activity�based cost methodology is the definition of the activities themselves.  PG&E cost analysts asked employees familiar with these revenue cycle functions to identify the activities and their cost drivers that are necessary to complete a revenue cycle function.  To illustrate, consider the following list of meter reading activities for dual� and single�commodity neighborhoods:





Dual�Commodity Neighborhood�
�
Single�Commodity Neighborhood�
�
No.�
Typical Activities�
Activity�Group�
�
Typical Activities�
Activity�Group�
�
1�
Drive to the Route�
A�
�
Drive to the Route�
A�
�
2�
Walk Between Buildings�
A�
�
Walk Between Buildings�
A�
�
3�
Walk from curb to the First Meter�
B�
�
Walk from curb to the First Meter�
B�
�
4�
Gain Access to the First Meter�
B�
�
Gain Access to the First Meter�
B�
�
5�
Read the First Meter�
C�
�
Read the First Meter�
C�
�
6�
Enter the Data Into Hand-held Device�
C�
�
Enter the Data Into Hand-held Device�
C�
�
7�
Walk to the Second Meter�
D�
�
�
�
�
8�
Gain Access to the Second Meter�
D�
�
�
�
�
9�
Read the Second Meter�
E�
�
�
�
�
10�
Enter the data Into Hand-held Device�
E�
�
�
�
�
11�
Drive Back to Office�
A�
�
Drive Back to Office�
A�
�
12�
Upload Meter Data Into Computer System�
F�
�
Upload Meter Data Into Computer System�
F�
�
Each of these activities has a time associated with it and a frequency of occurrence.  For example, driving to a route might take 30 minutes and occur 100 percent of the time.  The cost drivers would be the presence of a route for the driving activity and the presence of a meter to read for the walking and meter reading activities.  In some cases, PG&E found it acceptable to combine activities.  For instance, for meter reading, PG&E combined activities 3 and 4 in the list above into a single “walk to meter/gain access” activity—that is, into group “B.”


The key step in determining activity cost is the identification of a comprehensive set of activities that, in total, are necessary to support a given revenue cycle element.  Employees familiar with each revenue cycle function were asked to determine the average time to complete each activity and estimate its frequency of occurrence (that is, the probability that the utility will perform a particular activity in order to complete the revenue cycle element).  They identified the number of times that the utility performs a set of activities for a specific revenue cycle element in a year.  Finally, they assigned one or more job classifications to each activity.  PG&E identified shared (or “joint”) costs at this point.  In its efforts to identify real savings, PG&E attempted to:  (1) identify the cost causation factors that would affect savings and (2) identify ways to deaverage the savings, for example, by population density.  To facilitate this process, PG&E associated several labels with each activity to allow one to aggregate or subtotal results.  For example, a meter reading activity would have labels “manual meter reading” and “zone 1.”


Labor Costs


PG&E derived the annual labor rates by job classification from its budget accounting system.  In addition to straight salary, PG&E applied the following common labor loadings:


Common Assumptions from PG&E’s Budget Department�
�
�
Pensions and PBOP�
6.93%�
�
Benefits�
19.5%�
�
Payroll Taxes�
9.02%�
�
Productive Time Factor (to account for holidays, vacations, and sick leave)�
79.6%�
�
Workers Compensation Insurance and Claims�
2.94%�
�
Liability Insurance�
3.90%�
�
PG&E also included loadings for vehicles and labor-related materials.  These loadings vary by organization (e.g., meter reading, customer billing, electric field services, etc.).  PG&E excluded loadings for supervision and management, facilities, and computers and telephones from the cost saving calculation because it considers these costs to be fixed.�


Material and Supply Costs


PG&E asked its experts to identify any materials and supplies such as envelopes, paper and postage used to complete an activity.


Common Costs


PG&E did not include common costs in its cost savings estimates.  Costs that are common to the entire firm would not be affected by the increase or decrease in revenue cycle activities.


Computing Unit Costs


The objective of PG&E’s activity-based cost methodology is to estimate the monthly cost savings per cost object (for example, a meter, a bill, or a payment).  To do this, PG&E first calculated the monthly labor cost for each activity using the following formula:


Monthly Occurrences * Frequency * Time per Occurrence * Loaded Labor Rate�where Monthly Occurrences = Annual Occurrences/12


PG&E computed monthly material cost similarly and added it to the monthly labor cost.  PG&E then divided the monthly costs by the appropriate divisor to convert monthly costs to unit costs, which is the basis for credits.  The divisor may equal, may be greater than, or may be less than the monthly occurrences.  The divisor equals the monthly occurrences for those activities that occur every month.  This is the case, for example, for manual meter reading.  


The divisor could be greater than the monthly occurrences for two reasons.  First, if the activity does not occur every month.  This is the case, for example, for meter maintenance.  Meters may not require maintenance for several years, on average.  In the case of metering, the divisor is the number of meters in place.  One can view the ratio of monthly occurrences divided by the number of meters in place as the probability that a meter will need maintenance, on average.  The second way the divisor can be greater than the monthly occurrences is if PG&E is averaging two or more categories of activities.  For example, PG&E averaged the payment costs for mail-in, walk-in and electronic methods of payment.  Therefore, the divisor is the sum of the occurrences for all of the payment methods.


Finally, the divisor may be less than the monthly occurrences if the activity occurs more than once per month.  Consider, for example, telephone-based meter reading.  PG&E calls its interval meters several times per month to retrieve usage data.  Consequently, telephone charges are incurred each time a call is placed.


results


This section presents the results of PG&E’s activity-based cost study for (1) meter services, (2) meter ownership, (3) meter reading, and (4) billing and payments.  PG&E applied the same activity-based methodology to the customer inquiry function and included theses credits with the appropriate revenue cycle service.  


Meter Services


Meter services includes the expenses associated with the operation and maintenance of meters and related equipment.


Description of the Meter Services Study


Meters are an important element of the revenue cycle process since they measure the amount of the commodity that the end-use customer consumes.  PG&E uses several types of meters in this measurement step.


PG&E relied on its metering employees to identify the activities, occurrences, frequencies, time, and labor classifications for non�residential metering (residential metering is discussed below).  These activities include the operation and maintenance (O&M) of meters and related equipment.


PG&E relied on its Service Measurement Analysis Reporting Tool (SMART) database to identify the activities, occurrences, frequencies, time, and labor classifications for residential metering.  The SMART database contains tallies of work orders performed by field technicians.  In addition to the number of annual occurrences, the SMART database contains standardized times to perform a wide variety of field tasks, such as setting a new meter.


Meter Services Cost Savings


Table 3�1 includes the meter services and metering-related customer inquiry cost savings on a dollar per meter per month basis.


 In order to earn the credit, the new metering agent must assume full responsibility for maintaining and operating the non-PG&E meter.  The new metering agent is responsible, at the request of the billing agent or end-use customer, to investigate and resolve any metering problem that results in erroneous or suspicious meter reads.


The meter services credit includes a component for metering-related customer inquiry.  Thus, customer inquiries concerning the meter must go to the ESP or to the metering agent, and must bypass PG&E entirely.  ESPs providing this service must instruct their customers to direct metering inquiries to their ESP rather than to PG&E.  Obviously, the customer inquiry component is not warranted if the end�use customer calls PG&E who, in turn, must call the metering agent.  If customers continue to call PG&E, PG&E would propose revisions to the meter service credit.


Meter Ownership 


Meter ownership includes the capital cost associated with new and replacement meters.  Expenses such as removal and installation of replacement meters are included in meter services.


If another company becomes the metering agent for the end�use customer, the new metering agent will be required to remove and return the existing PG&E-owned meter to the appropriate PG&E facility:


“The MSP [meter service provider] shall return any meter it removes to the owner in the same condition that the meter was in prior to removal within five (5) working days, or such other time as may be mutually agreed upon.”  (D.97�10�087, Appendix A, Section h.1.d.3; p. 23).


The proposed meter ownership credits, which are deaveraged by rate schedule, reflect PG&E’s avoided net cost when an ESP procures a meter on behalf of a customer and returns PG&E’s meter.  This credit has two components, both of which are based on the reduction in the number of new meters which PG&E would otherwise have purchased:


(1)	Returned Meter Component:  Credit based on PG&E’s reduced need to purchase new meters due to the refurbishment and reuse of PG&E-owned meters returned from customers taking ESP meter ownership service, and


(2)	Avoided Replacement Component:  Credit based on PG&E’s reduced need to purchase new meters for replacement due to the assumption by meter ownership ESPs of the responsibility for providing replacement meters for their customers.  


The following example is intended to illustrate the analysis (numbers are rounded for simplicity):


PG&E forecasts that it would purchase 3,000 self-contained TOU meters in 1999, absent ESP meter ownership service.  However, the company also forecasts that 1,000 customers who currently use this type of meter will elect ESP meter ownership in 1999 and return their PG&E-owned meters.  PG&E estimates that 50 percent of those returned meters can economically be refurbished and returned to service, reducing the number of new meters that would otherwise be purchased by 500, to 2,500.  In addition, PG&E observes that it typically must replace 10 percent of its TOU meters in any given year, due to random equipment failure.  Thus, 100 of the 1,000 TOU customers who take ESP meter ownership in 1999 would have required PG&E to provide a replacement meter, but for their meter ownership service election.  The number of meters that PG&E must purchase is therefore reduced by an additional 100, due to avoided replacements.


The Returned Meter Component of the credit is based on the following:  


For the 500 returned meters that can be reused to offset the purchase of a new meter, PG&E’s net avoided cost is the cost of a new meter, less depreciation, processing, and refurbishing cost.  For the remaining 500 meters, which cannot be economically refurbished, PG&E’s net avoided cost is simply the scrap value of the returned meter.  The returned meter component of PG&E’s credit is a weighted average of the net avoided cost for the two cases.


The Avoided Replacement Component of the credit is based on PG&E’s avoided cost of purchasing the 100 new meters which would have been used for replacements, but for the election of meter ownership service by 1,000 TOU customers.


Description of the Meter Ownership Study


Returned Meter Component


PG&E’s avoided cost when an ESP provides a meter depends on whether the returned PG&E-owned meter can be refurbished and reinstalled at another premise and will offset the purchase of a new meter.  This will in turn depend on the condition of the returned meter and on PG&E’s need for new meters.  For those returned meters which are reused when PG&E would otherwise have purchased a new meter, PG&E avoids the cost of a new meter.  The new meter cost must be adjusted, however, by the average depreciation on the returned meter, to reflect the fact that a refurbished meter is not fully equivalent to a new meter.  In addition, PG&E incurs costs to receive, test, and refurbish the returned meter.  These costs must be netted against the adjusted new meter cost, to obtain PG&E’s net avoided cost when a returned meter is reusable.


If a returned meter is not reusable it must be disposed of or sold for scrap.  PG&E’s salvage value for meters is zero.  That is, any scrap value of nonfunctional meters is offset by PG&E’s handling cost.


Since PG&E will not know in advance which meters are reusable, PG&E proposes to base its returned meter ownership credit on its expected net avoided cost, which is the weighted average of the net avoided costs for the two cases described above.  The weight is simply the probability that a given returned meter will be reused.


Based on the discussion above, the returned meter component of the meter ownership credit is computed as follows:


Credit  =	[(Probability of Reuse) x (Net Avoided Cost if Reused) +


	(1 - Probability of Reuse) x (Net Avoided Cost if Scrapped)] * LARR





where:


Net Avoided Cost if Reused = (Cost of New Meter) 


	-  (Average accumulated depreciation on returned meter)


	-  (Cost of receiving and testing returned meter)


	-  (Cost of refurbishing returned meter).


Net Avoided Cost if Scrapped = 0.


Probability of Reuse =  


	(# of Returned Meters Reused) / (# of Returned Meters)


# of Returned Meters Reused =


Min [(% Refurbishable x # of Returned Meters), (# of New Meters)]


LARR is the levelized annual revenue requirement over the service life, associated with $1 of meter investment, and includes return, taxes, depreciation, and insurance.


Thus, the numerator of the reuse probability (# of Returned Meters Reused) is simply the lesser of the number of returned meters which are refurbishable, and the number of new meters to be purchased.  Dividing this quantity by the number of returned meters yields an estimate of the reuse probability.  The term “(# of Returned Meters)” is simply the estimated number of meters returned during calendar 1999, by meter type.


PG&E’s estimate of the percentage of returned meters which are refurbishable (% Refurbishable) was based, in part, on estimates provided by PG&E’s meter shop.  Newer meters (age less than one-half of the anticipated service life) were assumed to be 95 percent refurbishable.


Avoided Replacement Component


If PG&E avoids the purchase of a new meter as a result of no longer installing replacement meters for ESP meter ownership customers, this component of the credit is:


Avoided Replacement Component =


Probability of replacement (estimated by the reciprocal of the meter service life)  x  (Cost of New Meter) x (NPV Revenue Requirements Factor)


The latter factor consists of the net present value of the revenue requirements (return, taxes, depreciation and insurance) associated with $1 of meter investment.


If PG&E does not avoid the purchase of a new meter, then


Avoided Replacement Component = 0.


Meter Ownership Credit Results 


PG&E has computed the credit for each of six meter types, based on the costs, ages, and service lives of the meters.  The revenue requirement for time�of�use (TOU) and interval meters is based on a 10�year service life; 30 years is used for all other meters.


Table 3�2 shows PG&E’s proposed monthly rate credit for a returned meter, by rate schedule.  PG&E’s meter ownership study is presented in the Appendix.


Meter Reading


Meter reading includes the costs associated with monthly, manual and remote meter reading as well as special meter reads, such as when new occupants move into a building (that is, a change of party).


Description of the Study—Manual Meter Reading


PG&E relied on its meter reading employees to identify the activities, occurrences, frequencies, time, and labor classifications for monthly, manual meter reads—the vast majority of meter reads for PG&E’s gas and electric meters.  These activities include driving to the route, walking between buildings, reading the first meter of a dual�commodity site, recording usage measurements, walking to the second meter, recording usage measurements, reading the second meter, and uploading measurements into PG&E’s computer system.


PG&E deaveraged meter reading costs in several ways.  First, meter reading was deaveraged between telephone/modem data retrieval (electric and gas) and manual meter reading.  Next, manual meter reading was further deaveraged by:  (1) access time (which can be affected by geographic density and the difficulty to gain access to the meters), (2) account type (single commodity, or dual commodity), and (3) rate group (residential, small commercial, large commercial, industrial and agricultural).  These factors affect different elements of the total time to read the meters at a given site.  Density (that is, how close to each other the meters are located) affects the time to walk between sites and to the meter.  PG&E proposes three zones for access time.  Zones will be related to customers’ zip codes.  Account type determines whether joint costs exist.  Rate group affects the time to read the meters.  For instance, it takes longer to read a TOU meter at a commercial site compared to a simple kWh meter at a residential site.


PG&E relied on its SMART database to identify the activities, occurrences, frequencies, time, and labor classifications for special meter reads, such as a change of party.  These are meter reads that occur apart from the normal monthly, meter reading routine.  SMART data is neither density-specific nor route-specific.


Description of the Study—Interval Meter Reading


PG&E relied on its remote meter reading employees to identify the activities, occurrences, frequencies, time, and labor classifications for monthly, interval meter reads.  PG&E can access the data stored in interval meters remotely using telephones and modems.  PG&E queries its interval meters that it needs for billing about five times per month using telephones and modems.  In addition to labor costs, PG&E included both the monthly and the per minute usage telephone charges in its cost study.  Telephone/modem meter reading is not density�specific.


Meter Reading Cost Savings


Tables 3�3A�C summarize credits for manual meter reading and telephone/modem meter reading.  Meter reading�related customer inquiry is included in the credits for the electric-only sites.  To understand the real cost savings for meter reading, one must be aware of the nature of the cost function.  For example, when a dual�commodity customer elects to have an ESP read its electric meter and to have PG&E read the gas meter, the end-use customer should receive a credit based on the cost savings of reading the electric meter (see Table 3�3A).  Joint costs, such as walking from the curb to the first meter, would not be included in the credit.  For electric�only accounts, the credit would include not only reading the meter, but also time spent walking from the curb to the meter, customer inquiry and special meter reads (see Tables 3�3B).  Additional costs may be avoided if the ESP reads all meters on a route (e.g., travel time to the route).  PG&E recommends that route-related cost savings be made available to end�use customers when PG&E and ESPs enter into agreements for shifting entire routes to ESPs.  Only with a coordinated approach for transferring routes can PG&E re�optimize its work to achieve real cost savings for route costs.


If another company becomes the meter reading agent for the end�use customer, the new meter reading agent would assume full responsibility for all meter reading including both routine, monthly reads as well as non-routine reads such as change of party requests and special meter reads necessary to investigate suspicious usage data.  In order to earn the credit, the new meter reading agent is responsible, at the request of the billing agent or end�use customer, to investigate and help resolve any meter reading problem that results in a suspicious bill.


For the few rate schedules that require interval meters that PG&E reads remotely, the end-use customer is eligible for a credit for the cost savings for the electronic meter reads (see Table 3-3C).


Finally, electric�only customers would be eligible for meter reading�related customer inquiry cost savings.  Of course, the same conditions apply as with meter services, namely that the ESP must field all of the inquiries without PG&E’s assistance.


If and when the gas meter reading services are unbundled as a result of the Gas Strategy investigation, PG&E will present credits for dual commodity customers where both meters are read by an ESP.


Billing and Payments


For most customers, billing includes the costs associated with receiving usage data from a database, validating the data, computing the bill, accounting for revenue, printing the bill, inserting the bill and other material into an envelope and taking the envelopes to the post office.  For a small fraction of customers, PG&E sends the bill electronically to the customer.  Another fraction of customer bills require special handling due to the complexity of the bill calculation (for example, Advanced Billing System, or ABS, billing).


Beginning March 31, 1998, ESPs can choose to offer three billing options to their customers:  (1) consolidated ESP billing;� (2) consolidated UDC billing; and (3) dual billing.  These options are in addition to the UDC’s current billing practices for bundled service.  PG&E’s cost savings for billing are only applicable to option (1)—consolidated ESP billing.  This is because PG&E would continue to perform all of its current activities for the other two options under the UDC or dual billing options.  Furthermore, PG&E would continue to perform some activities, such as computing the distribution portion of a bill, even for option (1).  PG&E has recognized these factors in developing its billing cost savings.


Description of the Billing Study


PG&E relied on its billing employees to identify the activities, occurrences, frequencies, time, and labor classifications for preparing the standard, monthly bills.  PG&E prepares the majority of its standard bills in a highly automated, high-volume process.  The billing employees also identified ongoing expenses associated with billing such as postage and the cost of envelopes and paper stock.


PG&E considered billing costs according to three processes:  (1) the Customer Information System (CIS) highly automated process; (2) the ABS/CIS for non-standard billing process; and (3) summary billing process for the case where multiple accounts are summarized onto a single bill.  For each of these categories, PG&E analyzed costs to calculate, print and mail the bills.  For its billing credit, PG&E developed an average of these three billing processes weighted by the number of accounts in each rate schedule.


PG&E notes two important points regarding billing cost savings.  First, the bill calculation activities have zero cost savings because PG&E will perform a bill calculation—either for all energy and distribution services or for distribution services only—under all direct access billing options.


Second, the cost savings for dual�commodity accounts is zero because PG&E will continue to compute, print and mail the gas portion of the customer’s bill when a billing agent bills the electric commodity.


The cost savings for ABS�billed accounts is higher than the cost savings for standard, electric�only accounts due to more manual activities and higher postage.


The cost savings for summary�billed accounts is lower than the electric�only accounts due primarily to lower postage.  That is, a single bill is sent (albeit at a higher cost per envelope) for several accounts instead of a bill for each account.


PG&E’s study also included new (incremental) costs incurred when an ESP performs consolidated billing such as preparing distribution billing data for ESPs.  These costs, or “offsets,” are subtracted from the savings to develop net avoided costs.


Billing Cost Savings


PG&E includes the cost savings for billing electric only customers in Table 3�4.  PG&E includes the contribution to the savings from printing and mailing bills on the table.  PG&E will present credits for ESP consolidated billing of electric and gas if revenue cycle services are unbundled as a result of the Gas Strategy investigation.  


Description of the Payment Study


PG&E relied on its payment processing and credit and collections employees to identify the activities, occurrences, frequencies, time, and labor classifications for all of the payment processing from receiving the payment from the end�use customer to depositing the payment in a bank.  PG&E also includes credit and collections activities, such as credit checks and open account follow-up, in the billing and payment processing credit.  PG&E offers several payment methods for customers including the following:  mailing in the bill stub with a check; walking into a local PG&E office or a local store with a paystation and paying in cash or by check; automatic payment service (APS) in which funds are automatically transferred between the customer’s and PG&E’s banks; paying electronically by home banking (for example, using a software product such as Quicken) or with electronic data interchange (EDI); and pay�by�phone with a credit card.


Although PG&E identified costs for each of the payment methods listed above, it combined the cost savings into a single “payment” category.  This is because customers are free to pay using one method one month and a second method the next month.  It is too cumbersome to track the differences in savings as customers change methods from month�to�month.  Therefore, PG&E calculated a weighted average cost savings of each payment process and applied this to all customer groups.


The billing and payment employees also identified ongoing expenses associated with payment processing such as bank check processing fees.


They also identified new (incremental) collection costs associated with ESP consolidated billing that offset the cost savings.


Payments Savings


PG&E includes the cost savings for payment processing and credit and collections in the credits shown on Table 3�4 along with billing cost savings.  PG&E assumes that billing agents prefer to perform both the billing and the payment functions and not separate the two functions.


Customer Inquiry


The Commission indicated that it would consider appropriate customer inquiry cost savings:


In addition to billing, meters and meter reading, there are costs related to customer service inquiries and uncollectibles that are logically related to revenue cycle services.  It is appropriate to consider whether the utilities will realize net cost savings if some customer inquiries are handled by other energy suppliers.  We recognize that utility customer service representatives respond to many types of inquiries and we do not intend to take any action that will reduce the utilities’ ability to respond to outages and other emergencies.  Accordingly, the utilities should separately identify net customer service inquiry savings to be used to reduce customer charges in those situations where an energy supplier chooses to handle customer service inquires.  (D.97�05�039, pp. 18�19)


PG&E separately identified customer inquiry costs for metering, meter reading, billing and collections�related functions.


Description of Customer Inquiry Study


PG&E identified customer inquiry savings that may occur when the Commission unbundles customer inquiry with the respective revenue cycle functions.  A customer contact for a revenue cycle related inquiry can take two forms at PG&E—through the call center or through an assigned representative.  PG&E handles the vast majority of inquiries at its call centers.  PG&E’s analysis of customer inquiry savings relied on an extensive call center survey conducted between December 1994 and March 1996.  The sampling of phone calls noted the reason for the call, the duration of the call and the outcome.  For example, the survey indicated whether the call center representative:  (1) resolved the inquiry on the spot (for instance, a request for a credit extension), (2) handed off the call to a more senior person, or (3) submitted a request for field work.  The call center survey percentage of revenue cycle function calls and non�revenue cycle (service�related) calls by customer group is shown below.





�Customer Group�
Meter Reading-Related�
�Metering-Related�
��Billing-Related�
�Collections-Related�
�Service-Related�
��Totals�
�
Residential�
12.93%�
14.15%�
2.97%�
28.67%�
37.16%�
95.89%�
�
Small Commercial�
0.45%�
0.63%�
0.09%�
1.31%�
1.49%�
3.98%�
�
Small Agricultural �
0.01%�
0.01%�
0.01%�
0.01%�
0.09%�
0.13%�
�
Sum�
13.39%�
14.80%�
3.06%�
30.00%�
38.75%�
100.00%�
�
Customer Inquiry Cost Savings


PG&E includes the cost savings for customer inquiry in Tables 3�1, 3�3A�C, and 3-4 along with appropriate revenue cycle function.  These savings are included in PG&E’s proposed revenue cycle service credits based on the assumption that the respective metering and meter reading agents will field all customer inquiry calls for their respective service.  Obviously, PG&E would not realize these savings unless the (non�PG&E) service provider took all of the calls and did not, in turn, call PG&E for help in resolving the problem.  


“Uncollectibles”


The Commission asked parties to identify uncollectibles costs in its filing:


TURN objects to separately identifying costs related to uncollectibles out of concern that without the protection of a universal uncollectibles pool, businesses may be motivated to avoid serving areas which are perceived to have customers who pose a higher credit risk.  This is a valid concern that suggests a need for caution.  We will ask parties to separately identify the costs in the unbundling proceeding.  (D.97�05�039, p. 19)


To comply with this direction from the Commission, PG&E determined the amount of transmission and distribution revenues that is expected to be written-off.  The estimate of uncollectibles is $7,916,000 based on the 1996 GRC authorized uncollectibles factor of 0.24 percent and a non-fuel revenue requirement of $3,298,292,000.


However, due to the concerns raised by TURN, the Commission ordered separate treatment for uncollectible costs:


The administrative law judge assigned to our direct access proceeding shall establish a procedure for exploring concerns that without the protection of a universal uncollectibles pool, businesses may be motivated to avoid serving areas which are perceived to have customers who pose a higher credit risk.  (D.97�05�039, Ordering Paragraph No. 6)


Based on this order, PG&E excluded the uncollectible write-off from its billing and payment processing credits.  Furthermore, PG&E did not develop a method to separate customers into high�risk and low�risk groups.  PG&E assumes this issue will be addressed in the direct access proceeding.


�
PACIFIC GAS AND ELECTRIC COMPANY�TABLE 3-1�Credits For Meter Services��(dollars per meter per month)1








Line�No.�
�Rate Schedule�
�$/meter-month�
Line�No.�
�
1�
E-1�
$0.13 �
1�
�
2�
E-7�
$1.54 �
2�
�
3�
E-8�
$0.13 �
3�
�
4�
A-1 Single Phase�
$0.09 �
4�
�
5�
A-1 Poly Phase�
$0.09 �
5�
�
6�
A-6 Single Phase�
$1.50 �
6�
�
7�
A-6 Poly Phase�
$1.50 �
7�
�
8�
A-10 �
$0.81 �
8�
�
9�
E-19�
$0.81 �
9�
�
10�
E-20�
$0.81 �
10�
�
11�
AG-1A�
$0.06 �
11�
�
12�
AG-1B�
$0.78 �
12�
�
13�
AG-RA�
$1.46 �
13�
�
14�
AG-RB�
$0.78 �
14�
�
15�
AG-VA�
$1.46 �
15�
�
16�
AG-VB�
$0.78 �
16�
�
17�
AG-4 (A,B,C)�
$0.78 �
17�
�
18�
AG-5 (A,B,C)�
$0.78 �
18�
�
19�
E-19 (Nonfirm)�
$10.27 �
19�
�
20�
E-20 (Nonfirm)�
$10.23 �
20�
�
21�
LS1�
$0.00 �
21�
�
22�
LS2�
$0.00 �
22�
�
23�
LS3�
$0.09 �
23�
�
24�
OL1�
$0.00 �
24�
�
25�
TC1�
$0.09 �
25�
�



_______________


1	For bill calculation, PG&E will use a daily credit value, rather than a monthly credit value, since savings associated with meter services reflect the number of days meter service was provided by an ESP.  


�
PACIFIC GAS AND ELECTRIC COMPANY�TABLE 3-2�Meter OWNERSHIP CREDITS��(dollars per meter per month)





�Line�No.�
��  Rate Schedule  �
��                    Most Common Meter                    �
�$/meter1-  month  �
�Line�No.�
�
1�
E-1�
Single-phase, non transformer rated kWh meter�
$0.11 �
1�
�
2�
E-7�
TOU self-contained single phase meter�
$1.21 �
2�
�
3�
E-8�
Single-phase, non transformer rated kWh meter�
$0.11 �
3�
�
4�
A-1  Single Phase�
Single-phase, non transformer rated kWh meter�
$0.11 �
4�
�
5�
A-1  Poly Phase�
Three-phase, non transformer rated kWh meter�
$0.89 �
5�
�
6�
A-6  Single Phase�
TOU self-contained single phase meter�
$1.21 �
6�
�
7�
A-6  Poly Phase�
TOU self-contained three phase meter�
$2.53 �
7�
�
8�
A-10 �
TOU 3-phase, transformer rated meter�
$2.69 �
8�
�
9�
E-19�
TOU 3-phase, transformer rated meter�
$2.69 �
9�
�
10�
E-20�
TOU 3-phase, transformer rated meter�
$2.69 �
10�
�
11�
AG-1A�
Three-phase, non transformer rated kWh meter�
$0.89 �
11�
�
12�
AG-1B�
TOU 3-phase, transformer rated meter�
$2.69 �
12�
�
13�
AG-RA�
TOU self-contained three phase meter�
$2.53 �
13�
�
14�
AG-RB�
TOU 3-phase, transformer rated meter�
$2.69 �
14�
�
15�
AG-VA�
TOU self-contained three phase meter�
$2.53 �
15�
�
16�
AG-VB�
TOU 3-phase, transformer rated meter�
$2.69 �
16�
�
17�
AG-4  (A,B,C)�
TOU 3-phase, transformer rated meter�
$2.69 �
17�
�
18�
AG-5  (A,B,C)�
TOU 3-phase, transformer rated meter�
$2.69 �
18�
�
19�
E-19 (Nonfirm)�
Interval meter, recorder/modem�
$0.00 �
19�
�
20�
E-20 (Nonfirm)�
Interval meter, recorder/modem�
$0.00 �
20�
�
21�
LS1�
No meter�
N/A�
21�
�
22�
LS2�
No meter�
N/A�
22�
�
23�
LS3�
Single-phase, non transformer rated kWh meter�
$0.11 �
23�
�
24�
OL1�
No meter�
N/A�
24�
�
25�
TC1�
Single-phase, non transformer rated kWh meter�
$0.11 �
25�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
_______________


1	For bill calculation, PG&E will use a daily credit value, rather than a monthly credit value, since savings associated with meter ownership reflect the number of days meter ownership was provided by an ESP.


�
PACIFIC GAS AND ELECTRIC COMPANY�TABLE 3-3a�Manual Meter Reading Credits - �Dual Commodity Site, Electric Meter Only��(dollars per meter per month)1





Line�No.�
�Rate Schedule�
�Zone 1�
�Zone 2�
�Zone 3�
Line�No.�
�
1�
E-1�
$0.19 �
$0.19 �
$0.19 �
1�
�
2�
E-7�
$0.19 �
$0.19 �
$0.19 �
2�
�
3�
E-8�
$0.19 �
$0.19 �
$0.19 �
3�
�
4�
A-1 Single Phase�
$0.20 �
$0.20 �
$0.20 �
4�
�
5�
A-1 Poly Phase�
$0.20 �
$0.20 �
$0.20 �
5�
�
6�
A-6 Single Phase�
$0.20 �
$0.20 �
$0.20 �
6�
�
7�
A-6 Poly Phase�
$0.20 �
$0.20 �
$0.20 �
7�
�
8�
A-10 �
$0.20 �
$0.20 �
$0.20 �
8�
�
9�
E-194�
$0.00 �
$0.00 �
$0.00 �
9�
�
10�
E-20�
$0.00 �
$0.00 �
$0.00 �
10�
�
11�
AG-1A�
$0.00 �
$0.00 �
$0.00 �
11�
�
12�
AG-1B�
$0.00 �
$0.00 �
$0.00 �
12�
�
13�
AG-RA�
$0.00 �
$0.00 �
$0.00 �
13�
�
14�
AG-RB�
$0.00 �
$0.00 �
$0.00 �
14�
�
15�
AG-VA�
$0.00 �
$0.00 �
$0.00 �
15�
�
16�
AG-VB�
$0.00 �
$0.00 �
$0.00 �
16�
�
17�
AG-4 (A,B,C)�
$0.00 �
$0.00 �
$0.00 �
17�
�
18�
AG-5 (A,B,C)�
$0.00 �
$0.00 �
$0.00 �
18�
�
19�
E-19 (Nonfirm)2�
$0.00 �
$0.00 �
$0.00 �
19�
�
20�
E-20 (Nonfirm)�
$0.00 �
$0.00 �
$0.00 �
20�
�
21�
LS13�
$0.00 �
$0.00 �
$0.00 �
21�
�
22�
LS2�
$0.00 �
$0.00 �
$0.00 �
22�
�
23�
LS3�
$0.19 �
$0.19 �
$0.19 �
23�
�
24�
OL1�
$0.00 �
$0.00 �
$0.00 �
24�
�
25�
TC1�
$0.19 �
$0.19 �
$0.19 �
25�
�
_______________


1	For bill calculation, PG&E will credit the values above on a per bill, rather than a per month basis.  PG&E expects to send bills approximately once per month.


2	E-19 (nonfirm) and E-20 (nonfirm) read via telephone/modem.  see Table 3-3C.


3	LS1, LS2 and OL1 are not metered.


4	E-19 E-20 and all AG schedules are considered electric only.  See Table 3-3B.








�
PACIFIC GAS AND ELECTRIC COMPANY�TABLE 3-3b�Manual Meter Reading Credits - Electric Only Site��(dollars per meter per month)1





Line�No.�
�Rate Schedule�
�Zone 1�
�Zone 2�
�Zone 3�
Line


No.�
�
1�
E-1�
$0.43 �
$0.54 �
$0.81 �
1�
�
2�
E-7�
$0.43 �
$0.54 �
$0.81 �
2�
�
3�
E-8�
$0.43 �
$0.54 �
$0.81 �
3�
�
4�
A-1 Single Phase�
$0.44 �
$0.58 �
$0.70 �
4�
�
5�
A-1 Poly Phase�
$0.44 �
$0.58 �
$0.70 �
5�
�
6�
A-6 Single Phase�
$0.44 �
$0.58 �
$0.70 �
6�
�
7�
A-6 Poly Phase�
$0.44 �
$0.58 �
$0.70 �
7�
�
8�
A-10 �
$0.44 �
$0.58 �
$0.70 �
8�
�
9�
E-19�
$2.15 �
$2.32 �
$2.71 �
9�
�
10�
E-20�
$2.15 �
$2.32 �
$2.71 �
10�
�
11�
AG-1A�
$1.27 �
$1.39 �
$1.72 �
11�
�
12�
AG-1B�
$1.27 �
$1.39 �
$1.72 �
12�
�
13�
AG-RA�
$1.27 �
$1.39 �
$1.72 �
13�
�
14�
AG-RB�
$1.27 �
$1.39 �
$1.72 �
14�
�
15�
AG-VA�
$1.27 �
$1.39 �
$1.72 �
15�
�
16�
AG-VB�
$1.27 �
$1.39 �
$1.72 �
16�
�
17�
AG-4 (A,B,C)�
$1.27 �
$1.39 �
$1.72 �
17�
�
18�
AG-5 (A,B,C)�
$2.40 �
$2.68 �
$3.52 �
18�
�
19�
E-19 (Nonfirm)2�
$0.00 �
$0.00 �
$0.00 �
19�
�
20�
E-20 (Nonfirm)�
$0.00 �
$0.00 �
$0.00 �
20�
�
21�
LS13�
$0.00 �
$0.00 �
$0.00 �
21�
�
22�
LS2�
$0.00 �
$0.00 �
$0.00 �
22�
�
23�
LS3�
$0.40 �
$0.51 �
$0.77 �
23�
�
24�
OL1�
$0.00 �
$0.00 �
$0.00 �
24�
�
25�
TC1�
$0.40 �
$0.51 �
$0.77 �
25�
�



_______________


1	For bill calculation, PG&E will credit the values above on a per bill, rather than a per month basis.  PG&E expects to send bills approximately once per month.


2	E-19 (nonfirm) and E-20 (nonfirm) are read via telephone/modem.  See Table 3-3C.


3	LS1, LS2 and OL1 are not metered.





PACIFIC GAS AND ELECTRIC COMPANY�TABLE 3-3c�Telephone/Modem Meter Reading Credits��(dollars per meter per month)1





Line�No.�
�Rate Schedule�
�Telephone/Modem Reads�
Line�No.�
�
1�
E-1�
$0.00 �
1�
�
2�
E-7�
$0.00 �
2�
�
3�
E-8�
$0.00 �
3�
�
4�
A-1 Single Phase�
$0.00 �
4�
�
5�
A-1 Poly Phase�
$0.00 �
5�
�
6�
A-6 Single Phase�
$0.00 �
6�
�
7�
A-6 Poly Phase�
$0.00 �
7�
�
8�
A-10 �
$0.00 �
8�
�
9�
E-19�
$0.00 �
9�
�
10�
E-20�
$0.00 �
10�
�
11�
AG-1A�
$0.00 �
11�
�
12�
AG-1B�
$0.00 �
12�
�
13�
AG-RA�
$0.00 �
13�
�
14�
AG-RB�
$0.00 �
14�
�
15�
AG-VA�
$0.00 �
15�
�
16�
AG-VB�
$0.00 �
16�
�
17�
AG-4 (A,B,C)�
$0.00 �
17�
�
18�
AG-5 (A,B,C)�
$0.00 �
18�
�
19�
E-19 (Nonfirm)�
$34.30 �
19�
�
20�
E-20 (Nonfirm)�
$34.30 �
20�
�
21�
LS1�
$0.00 �
21�
�
22�
LS2�
$0.00 �
22�
�
23�
LS3�
$0.00 �
23�
�
24�
OL1�
$0.00 �
24�
�
25�
TC1�
$0.00 �
25�
�
_______________


1	For bill calculation, PG&E will credit the values above on a per bill, rather than a per month basis.  PG&E expects to send bills approximately once per month.





�
PACIFIC GAS AND ELECTRIC COMPANY


TABLE 3-4


Billing, Payment Processing and Collection Credit


Electric-Only Service Accounts


�(dollars per account per month)1





Line


No.�
�Rate Schedule�
�$ Account per month�
Line


No.�
�
1�
E-1�
$0.30 �
1�
�
2�
E-7�
$0.30 �
2�
�
3�
E-8�
$0.30 �
3�
�
4�
A-1 Single Phase�
$0.36 �
4�
�
5�
A-1 Poly Phase�
$0.36 �
5�
�
6�
A-6 Single Phase�
$0.36 �
6�
�
7�
A-6 Poly Phase�
$0.36 �
7�
�
8�
A-10 �
$0.35 �
8�
�
9�
E-19�
$0.35 �
9�
�
10�
E-20�
$0.35 �
10�
�
11�
AG-1A�
$0.35 �
11�
�
12�
AG-1B�
$0.35 �
12�
�
13�
AG-RA�
$0.35 �
13�
�
14�
AG-RB�
$0.35 �
14�
�
15�
AG-VA�
$0.35 �
15�
�
16�
AG-VB�
$0.35 �
16�
�
17�
AG-4 (A,B,C)�
$0.35 �
17�
�
18�
AG-5 (A,B,C)�
$0.35 �
18�
�
19�
E-19 (Nonfirm)�
$0.35 �
19�
�
20�
E-20 (Nonfirm)�
$0.35 �
20�
�
21�
LS1�
$0.35 �
21�
�
22�
LS2�
$0.35 �
22�
�
23�
LS3�
$0.35 �
23�
�
24�
OL1�
$0.35 �
24�
�
25�
TC1�
$0.35 �
25�
�



_______________


1	For bill calculation, PG&E will credit the values above on a per bill, rather than a per onth basis.  PG&E expects to send bills approximately once per month.





�



�	Some of these costs may be avoided at higher market penetrations.


�	The credits presented here are based on “partial” ESP consolidated billing.  An additional option for “full” consolidated billing will be available to ESPs that qualify in the future.  PG&E has not analyzed the avoided costs or calculated a credit for full consolidated billing.
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