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Item 1a:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 20�
533-534�
25�
ALJ Malcolm�
Donald Fellows�
�



Q: 	And do you know what the estimate is of those (revenue cycle implementation) costs in the 376 filing?  If I could get that information from all three utilities?





Response to Item 1a:





Public Utilities Code Section 376 provides that to the extent PG&E’s costs for programs to accommodate implementation of direct access, the Independent System Operator (ISO) and the Power Exchange (PX) reduce PG&E’s ability to recover CTC eligible generation-related costs by the end of 2001, PG&E may recover the unrecovered CTC eligible generation related costs after the rate freeze.  The Commission has determined that RCS unbundling is necessary to facilitate direct access. Therefore, RCS unbundling costs are included in PG&E’s Section 376 cost recovery requests.  PG&E filed Application A.98-05-004 on May 1, 1998, which requested among other things recovery for 1997 costs under Section 376.  Recovery for 1998 costs under Section 376 will be requested in an application to be filed next year. 





Costs have been recorded in  the Industry Restructuring Memorandum Account (IRMA) Account.  This account tracks incremental costs associated with implementation of electric industry restructuring.  To the extent that PG&E was required to perform a task to implement restructuring which was not funded as part of the 1996 GRC, that task is considered incremental activity in 1997 and 1998.  Attachment 1 from PG&E’s May 1 application summarizes the types of costs recorded in the Industry Restructuring Memorandum Account (IRMA) subaccounts, and requested cost recovery. 


	 


Work to implement RCS unbundling was performed in 1997.  However, RCS expenses were not tracked separately.  For the most part, RCS unbundling work was performed as an integral part of other direct access implementation work.  Table 1 presents PG&E’s estimate of costs in A. 98-05-004 that PG&E would not have incurred but for the unbundling of RCS.  In most cases, PG&E incurred costs to develop processes that support both RCS and other direct access activities.  In order to estimate RCS costs, PG&E looked at total costs incurred, and estimated how much less costs would have been incurred without RCS unbundling.  For process modifications, PG&E was able to estimate the RCS component of the total costs by subaccount.  For CIS modifications, PG&E was unable to develop an estimate in the time allowed. Table 1 summarizes PG&E’s available cost information  regarding  the revenue cycle services unbundling contained in PG&E’s 376 filing.





An example of the difficulty in isolating RCS work is Customer Information System (CIS) system modifications.  PG&E recorded $1.147 million to Manage Customer Sign Up, Switching, Contract Information and Readiness for Direct Access (p. 2-40).  The CIS system was modified to incorporate Direct Access Service Request (DASR) information.  Elements of that DASR information would be RCS-related, such as whether the customer was receiving ESP consolidated billing. However, the work was part of the broader goal of processing DASRs to implement direct access.  PG&E cannot estimate how much less it would have spent if RCS unbundling was not anticipated. 





TABLE 1


ESTIMATED RCS UNBUNDLED COSTS IN IRMA ACCOUNT





Subaccount�
Estimated 1997 RCS-Related IRMA Costs�
Estimated RCS-Related Costs 1998-2001 IRMA Costs�
�
Direct Access Implementation


(Process Modifications)�
$130,000�
$140,000�
�
Hourly Interval Meter Installation


(Process Modifications)�
$130,000�
$1,125,000�
�
UDC Billing System Modifications


 (Process Modifications)�
$750,000�
$1,200,000�
�
CIS Modifications (all subaccounts)�
less than $1 million�
No estimate�
�



Item 1b:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 20�
531�
3�
ALJ Malcolm�
Donald Fellows�
�



Q: 	Do you know what the amortized amount is that you included as an offset to the credits you proposed?





Response to Item 1b:





PG&E included the following cost categories as offsets to the partial consolidated billing credit. These costs represent ongoing expenses associated with making it possible for ESPs to provide consolidated billing.





	Transferring PG&E distribution bill data to ESP


	Processing ESP payments


	ESP credit and collection activities


	Reverting customers to dual billing





The total offset was approximately $.15/account/month.  At the market penetrations assumed in the filing, this is approximately $100,000 year.





Decision 97-05-039 authorizes the utilities to recover the ongoing incremental costs that relate to RCS unbundling. 





In determining these costs accurately it is entirely appropriate to consider the net reduction in costs to the utilities that occur as a result of unbundling and the provision of certain functions by entities other than the utilities.  It would be unfair and inaccurate to consider costs that are reduced while not considering costs that may be increased in order to provide the function on an unbundled basis (D. 97-05-039, pp. 17-18).





These costs are not currently being recovered nor has PG&E requested recovery in base rates, Section 376, or direct access fees.  In the event that the Commission does not approve inclusion of these credit offsets, PG&E will request additional direct access service fees.








Item 2:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 21�
693�
19�
Ms. Rostker�
Dennis Sullivan�
�



Q:  Would it surprise you to know that memorandum accounts are not in fact black boxes but there's a specific purpose for those as defined under the Commission?


A:  Not at all.


Q:  Can you guess?  Would you care to hazard a guess?


A:  Subject to check, I would guess that at some point those memorandum accounts are examined by the Commission for a -- to be added to, in this case, PG&E's revenue requirements.


ALJ MALCOLM:  And, in fact, can we confirm that he's referring to memorandum accounts that would be addressed in the Section 376 filings, if that's correct?


MR. NIVEN:  We can check on that.





Response to Item 2:





PG&E is booking its Meter Data Management and Validation, Editing and Estimating compliance costs to memorandum accounts, and will address recovery of these costs in Section 376 filings in the future.








Item 3:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 26�
737-738�
3�
Mr. Brown�
Steven A. Ross�
�



Q.  So if -- I'm just trying to understand why the numbers are different. Is one because PG&E's maintaining more of these meters in the field than they are reading?


A.  Well, I can't tell you why the numbers are different by 19.  I'm stumped.





Response to Item 3:





Mr. Brown’s question, and several preceding questions, regard PG&E’s interval meters. Mr. Brown’s questions relate to the number of interval meters. The table below summarizes Mr. Brown’s references.





Transcript Page�
Meter Count or Number of Accounts�
RCS Function �
Comment�
Count as of �
�
734�
3,039 �
Meter Reading�
by Telephone�
Fall 1997�
�
734�
2,739 �
Meter Reading�
by Telephone�
Fall 1997�
�
737�
2,720 �
Meter Services�
�
Year End 1996�
�
738�
2,801 �
Meter Ownership�
�
Winter 1998�
�



The value of 3,039 represents the total number of interval meters used for billing purposes. The value of 2,739 represents the number of accounts that require the 3,039 meters. The difference between 2,739 and 3,039 represents those sites that have more than one meter. For instance, a high rise building in San Francisco may require more than one service connection, and therefore meter. For these sites, one telephone line can poll more than one meter for usage information. Meter-related costs would have 36,468 annual occurrences (12 months * 3,039). Telephone-related costs would have 32,868 annual occurrences (12 months * 2,739 phone lines).





The value of 2,720 represents another estimate of the number of accounts. The difference in the number of interval meters is due to the point in time that the meter count was taken.





Finally, the 2,801 value represents a subset of interval meters -- “Quad4 Plus” meters.  This number represents the total number of Quad4 meters that PG&E owns—both installed and in stock.








Item 4:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 26�
740-741�
27�
Mr. Brown�
Steven A. Ross�
�



Q:  Same page, line 76, you talk about Fixing the trouble with no meter replacement, and at line 80 you talk about Fixing the line with no replacement.  In the first case, in 76, this occurs 48 percent of the time; and the second case it's happening 80 percent of the time; and then as we are looking at page ninety- -- line 96, you do replace the meter 32 percent of the time.  I'm a little confused to what's happening, because we seem to be fixing the meter, either not taking it out or taking it out, and it's over 100 percent, I believe.  Can you -- do you have an idea what's happening in the field or what -- what is being described here?


A:  Let's see.  I'm trying to figure this out.  I'd have to research that.  I couldn't tell you right now.


Q:  Okay.  Is that -- could you come back and tell me at a later time what's occurring?


A:  Sure.


 


Response to Item 4:





The questions relate to corrective maintenance for interval meters. The questions reference Exhibit 41, pp. 413 to 416. The activity numbers in question are 1156-1175 and 1179 (lines 73-92 and 96). Activities 1156-1161, 1164 and 1166 (lines 73-78, 81, and 83) are performed by PG&E’s meter shop personnel. Activities 1162, 1163 and 1165 (lines 79, 80, and 82) are performed by PG&E’s applications lab.





The reason the percentages appear to exceed 100% is that two types of technicians are involved when corrective maintenance is performed on interval meters. The functions are summarized below.





Line�
Activities�
Frequency�
Who Performs�
Functions�
�
76�
Fixing the trouble - No Mtr. Replacement�
48%�
Meter Shop�
Maintenance of the meter�
�
80�
Fixing the trouble - No Mtr. Replacement�
80%�
Applications Lab�
Dial up the meter, test remotely, re-program if necessary, and verify that the meter can be remotely read after maintenance or replacement occurs�
�
96�
Fixing the trouble - With Mtr. Replacement�
32%�
Meter Shop�
Replace the meter�
�



On average, 80% of the corrective maintenance service visits made by the meter shop require either maintenance of the existing meter (48%) or replacement with a new interval meter (32%). Whenever an interval meter needs to be maintained or replaced, the applications lab must perform a test to verify that the phone line communications and meter reading hardware and software perform correctly. Thus, 80% = 48% +32%.








Item 5:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 26�
754�
7�
Ms. Rostker�
Steven A. Ross�
�



Q:  Would it be possible for you to ascertain the disposition of the money that you state was removed from Account 586, and where in fact it was then recorded?


A:  Yes, I can do that.





Response to Item 5:





Based on Exhibit PG&E-6, 1999 Test Year General Rate Case, page 7-42, PG&E transferred $28,900,000 of costs reported as “materials and supplies” from account 586, distribution meter expenses, to account 587, customer installation expenses, ($22,984,000 to labor and $5,916,000 to materials and supplies).








Item 6:





Date�
Transcript Page�
Line�
Cross by:�
Witness�
�
May 26�
783�
20�
Ms. Rostker�
Bob Levin�
�






Q:  Which cost of capital, with or without taxes, if you will, does PG&E use for revenue requirements?


A:  It uses -- my understanding is that it uses an after-tax cost of capital, and in particular the  component that's affected is the long-term debt.


Q:  Do you know which form of cost of capital pre- or post-tax PG&E uses in its general rate case?


A:  I believe the same -- I believe it's an after-tax cost of capital.


Q:  Would you like to hold that open and respond in the affirmative after you've had a chance to check that?


A:  Yes, absolutely.





Response to Item 6:





PG&E uses an after-tax cost of capital for computing its revenue requirements and in its general rate case.  Income taxes are included as a separate expense line item.





The adopted cost of capital (9.17% for 1998) must be adjusted “grossed-up for income taxes when computing the revenue requirements for return, since the cost of preferred and common equity is not tax deductible.





It is true that a “results of operation” table in the general rate case shows the after-tax return separately from the income taxes.  However, the income taxes include the cost of capital “gross-up” to arrive at the total return-related revenue requirement.
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