Pacific Gas and Electric Company�APPENDIX�REVENUE CYCLE SERVICES COST STUDY


Overview Of The Appendix


This appendix contains PG&E’s cost study that the Commission ordered in �D.97-05-039, Ordering Paragraph No. 5. PG&E’s cost study is divided into six parts


The Returned Meter Credit,


Metering Data,


Meter Reading Data,


Billing and Collections Data,


Customer Inquiry Data, and


Savings


The remainder of the Appendix discusses these parts.


The Returned Meter Credit section describes PG&E method for estimating the current revenue requirement now in rates by meter type. The Metering Data section presents PG&E’s activity-based cost study for metering O&M activities by meter type.


The Meter Reading Data section presents PG&E’s activity-based cost study for manual, special and electronic meter reading activities by density and rate group.


The Billing and Collections Data section presents PG&E’s activity-based cost study for billing, payment processing and uncollectibles. PG&E separated billing into standard, ABS and summary billing processes. PG&E combined payment processing for several payment methods into a single “payment” category. Finally, PG&E identified uncollectibles activities and costs.


The Customer Inquiry section presents PG&E’s activity-based cost study for call center by revenue cycle-related activity and by rate group.


Finally, PG&E consolidated the monthly unit costs (for example, dollars per meter per month) information from the five sections discussed above in the Savings section where it mapped the costs to rate schedules.


�
Returned Meter Credit


PG&E calculated the returned meter credit for the ten most common types of meters on its system, as listed in Table 3-1.   The calculations are shown in PG&E’s Returned Meter Credit table on the following page. The following is a description of that table.


Column A shows the historical cost of the meter.  Column B shows the accumulated depreciation, calculated based on straight-line depreciation.  The net plant shown in Column C is the original cost minus the accumulated depreciation.  Column D lists PG&E’s costs for processing (receiving and testing) returned meters.  The net plant, less processing cost is shown in Column E.  Column F lists the annualizing factor for determining the current annual revenue requirement based on net plant.  Finally, Column G computes the monthly credit as one-twelfth of the annual revenue requirement.�
Metering Data


The Metering Data cost study is shown on 6 pages. Pages 1-3 list the activities and several labels that PG&E used to organize the results. Pages 4-6 repeat the activities and lists the information necessary to develop the cost of each activity.


New Act ID - a unique number for each activity.


Activity - activities necessary to provide the service.


Function - one of the five revenue cycle function -- metering, meter reading, billing, collections, or customer inquiry.


First, Second, And Third Subfunctions - labels used to organize the costs.


Commodity - labels to identify if the activity cost can be attributed to electric, gas, electric AND gas, or electric OR gas commodity.


Process - “as-is” or “to be”. All of the costs identified in PG&E’s study are based on the “as-is” or current practices.


Group - customer rate schedule groups such as “residential/small commercial”.


Cost Driver - Events that trigger activities.


Cost Type ID and Cost Cat ID - codes that identify cost type (1 = volume sensitive, 2 = joint) and cost categories (1 = labor expense, 2 = non-labor expense).


Occurrence - how often a service, such as maintain a meter, occurs annually.


Frequency - the frequency that the activity is required to complete the service. For example, to maintain a meter, a technician must drive to the premise. If the technician can not gain access to the premise 8% of the time, the drive frequency would be 108%.


PERT Time min./occurrence - the weighted average minutes per occurrence for the activity. The PERT statistical method gives 2/3 weight to the “most likely” time, 1/3 weight each to the extremes of “minimum time” and “maximum” time.


Average Labor DVS $/min. - the weighted average, volume sensitive, loaded labor rate. Each activity has one or more PG&E job classifications assigned to it. PG&E grossed up the direct labor rates for each job classification by the pensions and PBOP, benefits, payroll tax and productive time factor labor loaders. Then PG&E developed a weighted average labor rate based on the number of employees with the identified job classifications. Finally, PG&E divided the annual weighted and loaded labor rates by the number of work minutes in a year (2,080 hours per year * 60 minutes per hour).


Non-labor Cost per Occurrence - non-labor expense such as postage cost per bill.


Labor Volume Sensitive $ - the product of Occurrence * Frequency * PERT Time * Labor Rate.


Non-labor $ - - the product of Occurrence * Frequency * PERT Time * Non-labor Cost per Occurrence.


Annual Volume Sensitive $ - the sum of labor and non-labor volume sensitive costs.


Annual Joint $ - the sum of labor and non-labor joint costs.


Monthly Meter Count (or Bill Count or Number of Rate Schedules) - the divisor used to convert annual dollars to unit costs, such as dollars per meter per month.


Monthly VS $/Bill - Annual volume sensitive dollars divided by Meter (or Bill ) count.


Monthly Joint $/Bill - Annual joint dollars divided by Meter (or Bill ) count.


�
Meter Reading Data


The Meter Reading Data cost study is shown on 8 pages. Pages 1-4 list the activities and several labels that PG&E used to organize the results. Pages 5-8 repeat the activities and lists the information necessary to develop the cost of each activity.


New Act ID - a unique number for each activity.


Activity - activities necessary to provide the service.


Function - one of the five revenue cycle function -- metering, meter reading, billing, collections, or customer inquiry.


First, Second, And Third Subfunctions - labels used to organize the costs.


Commodity - labels to identify if the activity cost can be attributed to electric, gas, electric AND gas, or electric OR gas commodity.


Process - “as-is” or “to be”. All of the costs identified in PG&E’s study are based on the “as-is” or current practices.


Group - customer rate schedule groups such as “residential/small commercial”.


Cost Driver - Events that trigger activities.


Cost Type ID and Cost Cat ID - codes that identify cost type (1 = volume sensitive, 2 = joint) and cost categories (1 = labor expense, 2 = non-labor expense).


Occurrence - how often a service, such as maintain a meter, occurs annually.


Frequency - the frequency that the activity is required to complete the service. For example, to maintain a meter, a technician must drive to the premise. If the technician can not gain access to the premise 8% of the time, the drive frequency would be 108%.


PERT Time min./occurrence - the weighted average minutes per occurrence for the activity. The PERT statistical method gives 2/3 weight to the “most likely” time, 1/3 weight each to the extremes of “minimum time” and “maximum” time.


Average Labor DVS $/min. - the weighted average, volume sensitive, loaded labor rate. Each activity has one or more PG&E job classifications assigned to it. PG&E grossed up the direct labor rates for each job classification by the pensions and PBOP, benefits, payroll tax and productive time factor labor loaders. Then PG&E developed a weighted average labor rate based on the number of employees with the identified job classifications. Finally, PG&E divided the annual weighted and loaded labor rates by the number of work minutes in a year (2,080 hours per year * 60 minutes per hour).


Non-labor Cost per Occurrence - non-labor expense such as postage cost per bill.


Labor Volume Sensitive $ - the product of Occurrence * Frequency * PERT Time * Labor Rate.


Non-labor $ - - the product of Occurrence * Frequency * PERT Time * Non-labor Cost per Occurrence.


Annual Volume Sensitive $ - the sum of labor and non-labor volume sensitive costs.


Annual Joint $ - the sum of labor and non-labor joint costs.


Monthly Meter Count (or Bill Count or Number of Rate Schedules) - the divisor used to convert annual dollars to unit costs, such as dollars per meter per month.


Monthly VS $/Bill - Annual volume sensitive dollars divided by Meter (or Bill ) count.


Monthly Joint $/Bill - Annual joint dollars divided by Meter (or Bill ) count.


�
Billing and Collections Data


The Billing and Collections Data cost study is shown on 18 pages. Pages 1-9 list the activities and several labels that PG&E used to organize the results. Pages 10-18 repeat the activities and lists the information necessary to develop the cost of each activity.


New Act ID - a unique number for each activity.


Activity - activities necessary to provide the service.


Function - one of the five revenue cycle function -- metering, meter reading, billing, collections, or customer inquiry.


First, Second, And Third Subfunctions - labels used to organize the costs.


Commodity - labels to identify if the activity cost can be attributed to electric, gas, electric AND gas, or electric OR gas commodity.


Process - “as-is” or “to be”. All of the costs identified in PG&E’s study are based on the “as-is” or current practices.


Group - customer rate schedule groups such as “residential/small commercial”.


Cost Driver - Events that trigger activities.


Cost Type ID and Cost Cat ID - codes that identify cost type (1 = volume sensitive, 2 = joint) and cost categories (1 = labor expense, 2 = non-labor expense).


Occurrence - how often a service, such as maintain a meter, occurs annually.


Frequency - the frequency that the activity is required to complete the service. For example, to maintain a meter, a technician must drive to the premise. If the technician can not gain access to the premise 8% of the time, the drive frequency would be 108%.


PERT Time min./occurrence - the weighted average minutes per occurrence for the activity. The PERT statistical method gives 2/3 weight to the “most likely” time, 1/3 weight each to the extremes of “minimum time” and “maximum” time.


Average Labor DVS $/min. - the weighted average, volume sensitive, loaded labor rate. Each activity has one or more PG&E job classifications assigned to it. PG&E grossed up the direct labor rates for each job classification by the pensions and PBOP, benefits, payroll tax and productive time factor labor loaders. Then PG&E developed a weighted average labor rate based on the number of employees with the identified job classifications. Finally, PG&E divided the annual weighted and loaded labor rates by the number of work minutes in a year (2,080 hours per year * 60 minutes per hour).


Non-labor Cost per Occurrence - non-labor expense such as postage cost per bill.


Labor Volume Sensitive $ - the product of Occurrence * Frequency * PERT Time * Labor Rate.


Non-labor $ - - the product of Occurrence * Frequency * PERT Time * Non-labor Cost per Occurrence.


Annual Volume Sensitive $ - the sum of labor and non-labor volume sensitive costs.


Annual Joint $ - the sum of labor and non-labor joint costs.


Monthly Meter Count (or Bill Count or Number of Rate Schedules) - the divisor used to convert annual dollars to unit costs, such as dollars per meter per month.


Monthly VS $/Bill - Annual volume sensitive dollars divided by Meter (or Bill ) count.


Monthly Joint $/Bill - Annual joint dollars divided by Meter (or Bill ) count.


�
Customer Inquiry Data


The Customer Inquiry Data cost study is shown on 8 pages. Pages 1-4 list the activities and several labels that PG&E used to organize the results. Pages 5-8 repeat the activities and lists the information necessary to develop the cost of each activity.


New Act ID - a unique number for each activity.


Activity - activities necessary to provide the service.


Function - one of the five revenue cycle function -- metering, meter reading, billing, collections, or customer inquiry.


First, Second, And Third Subfunctions - labels used to organize the costs.


Commodity - labels to identify if the activity cost can be attributed to electric, gas, electric AND gas, or electric OR gas commodity.


Process - “as-is” or “to be”. All of the costs identified in PG&E’s study are based on the “as-is” or current practices.


Group - customer rate schedule groups such as “residential/small commercial”.


Cost Driver - Events that trigger activities.


Cost Type ID and Cost Cat ID - codes that identify cost type (1 = volume sensitive, 2 = joint) and cost categories (1 = labor expense, 2 = non-labor expense).


Occurrence - how often a service, such as maintain a meter, occurs annually.


Frequency - the frequency that the activity is required to complete the service. For example, to maintain a meter, a technician must drive to the premise. If the technician can not gain access to the premise 8% of the time, the drive frequency would be 108%.


PERT Time min./occurrence - the weighted average minutes per occurrence for the activity. The PERT statistical method gives 2/3 weight to the “most likely” time, 1/3 weight each to the extremes of “minimum time” and “maximum” time.


Average Labor DVS $/min. - the weighted average, volume sensitive, loaded labor rate. Each activity has one or more PG&E job classifications assigned to it. PG&E grossed up the direct labor rates for each job classification by the pensions and PBOP, benefits, payroll tax and productive time factor labor loaders. Then PG&E developed a weighted average labor rate based on the number of employees with the identified job classifications. Finally, PG&E divided the annual weighted and loaded labor rates by the number of work minutes in a year (2,080 hours per year * 60 minutes per hour).


Non-labor Cost per Occurrence - non-labor expense such as postage cost per bill.


Labor Volume Sensitive $ - the product of Occurrence * Frequency * PERT Time * Labor Rate.


Non-labor $ - - the product of Occurrence * Frequency * PERT Time * Non-labor Cost per Occurrence.


Annual Volume Sensitive $ - the sum of labor and non-labor volume sensitive costs.


Annual Joint $ - the sum of labor and non-labor joint costs.


Monthly Meter Count (or Bill Count or Number of Rate Schedules) - the divisor used to convert annual dollars to unit costs, such as dollars per meter per month.


Monthly VS $/Bill - Annual volume sensitive dollars divided by Meter (or Bill ) count.


Monthly Joint $/Bill - Annual joint dollars divided by Meter (or Bill ) count.


�
Savings


The Savings section is a series of tables that consolidate the unit costs from the sections described above and then maps the unit costs to rate schedules. The “Rate Schedules” table lists typical PG&E rate schedules including end of year 1996 billings per schedule and typical meter configuration. The table “Meter Types” combines the O&M unit costs from the “Metering Data” with the meter material cost from the “Returned Meter Credit” table.


The “Metering Savings” table combines meter material, O&M, and customer inquiry unit costs and maps the results to selected rate schedules.


The “Meter Read VS and Joint $ per m” table shows activity unit costs summed into several categories, such as Read Meters Manually/Second Meter/Urban.


The “Meter Reading Savings” tables combine summed unit costs for several categories, such as “customer inquiry, special reads and reading the electric meter”, and maps the results to selected rate schedules.


The “Customer Inquiry $ per cust” table shows activity unit costs summed into several categories, such as “electric/meter reading-related”.


Finally, the “Billing & Payment $ per cust” table shows activity unit costs summed into several categories, such as “electric and gas/insert and mail”. The table also combines calculation, printing and delivery, insert and mail, payments, and customer inquiry unit costs and maps the results to selected rate schedules.
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