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EI PR E Electric Customers Expense
IP Division No. 1, District P
: R Residential Customers
Symbols for electric customers’ expense were
used by the operating-departments, but were
in the accounting department for accumulating|
total expenses incurred by the operating dep
ments for the various classes of customers.

Typeé of Expense

It was found that expenses could be groy
under three general classes.

1. Expenses incurred for the property as a whiole ;
items such as general office, purchasing, gendrat-
ing, etc., which could be prorated, based on the type
or quantity ef service rendered.

2. Expenses incurred for one or more districts
or divisions; items such as transmission, standby
plants, etc., whi(:h could be prorated to the divi-
sions served, based on the service rendered. Liike-
wise, expenses incurred in district offices; items
such as commercial, new business, store keeping,
planning, etc., which could be prorated, based on
the service rendered to each division in the district.

3. Expenses incurred for specific classes of gus-
tomers in one division, which could be charged
directly ; items such as the whole of utilization |and
such items of distribution as renewal of services,
etc. ' ‘

Classes of expense such as 1 and 2 necessarily
had to be broken up into individual types of
service rendered so as to securesthe proper |dis-
tribution. The manner of distributing the costs of
each class can easily be followed if the three
general "classes of expense are kept in mind:| (1)
expense incurred for all customers of the entire
property, district or division; (2) expense incurred
for all classes of customers on part of the property,
‘that is, one or more divisions; (3) expense inilrred
for specific classes of customers in one divisign.

It is obvious that the problem of allocating|
costs of the several departments was some
different. Therefore, the approach was based
tirely upon the type of service rendered by pach
department

It is’ not necessary to go inte detculs of feach
item of expense of any of the general departments.
It is my intention rather to select one division and
show the distribution of costs, first, to the divf;ion,
and, second, to the classes of customers.
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In selecting “EIP,” that is, the number one divi-
sign of District “P,” (for location, see arrow on
Figure 1, page 90), we can eliminate all distribu-
tion, commercial, new . business, utilization, and
certain general costs incurred for other districts.
Also such costs as standby plants serving other
specific communities, and the expense of trans-
mission lines not serving thls district can Dbe
eliminated. |

It was an easy matter to secure the revenue for
each class of customers in each division. Also, it
was relatively easy to charge certain direct costs
to departmerltal divisions. In certain instances it
was possible to charge costs directly to class of
customers in their respective division as illustrated
by the utilization expense which is incurred for
specific classes of custgmers in each division, and
such items as reconnecting services, testing meters,
and other direct distribution department costs.

The problem that had to be met was to discover
how to make a fair allocation of expense that was
incurred either for all customers on the property,
such as general and production expense, and for
such expenses as were incurred for all classes of
customers in a certain district or division, such as
distribution lines,
district commercial and new business offices, and
like items.

To put the problem in another way, the 'distri-
bution of costs of “C”.(Electric Operating Expense)
not chargeable directly to a specific division of
“E” (Electric Customers’ Expense) had to be allo-
cated first to all classes of customers in each divi-
sion and then to individual classes of customers,
where in each instance it would be combined with
the expense charged directly to that class of
customers.

Planning Department

The first problem to be solved was how to secure
accurate detailed charges. Although it was recognized
that the tabulation of detailed costs secured was
purely an accounting function, the probléem of the
old feud between the operating and accounting de-
partments had to be faced. It was realized that
costs secured and tabulated for accounting purposes
only were not always beneficial and sometimes
proved embarrassing even to a conscientious oper-
ating engineer. Therefore, it was necessary to sell
to the operating departments the idea that ‘true
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costs properly secured and tabulated would elimin-

ate the constant criticism o

expensive operating

directed toward the operating department. By this

statement is meant that pr
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per accumulation of
ical workmg budget
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the position of knowing just what was expected

of it.

Any improvement in the performance of

the task allotted to the operating staff would in
each instance be reflected in the monthly statements.
Following the practice of industrial concerns, the

connecting link between ope

ating and accounting

was made by creating a planning department, the

function of which was to
engineers of the mass of det
by them.
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nent, although follow-
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f costs and by the
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methods of operation, came under the direct jsuper-
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procedure effectually elimindted the constant fric-
tion frequently noted betwe¢n the accounting and

operating personnel. |
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Figure 3
Stores Issue
1—date, 2 & 2A—quantity, 3 & 3A—cost, 4—charge symbol,
S5—stores symbol (for stores records only), 6—description of
operation. The above illustrates how the original record was
incorporated with tabulating records used for cost accounting
purposes. From the information puunched on the card any
combination of costs could readily be sccured
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Time Card -

l—time operation finished, 2—time started, 3—name of employe,
4 & 4A—employe’s number, 5—hourly rate, 6 & 6A—hours on
operation, 7 & 7A-—cost of operation, 8—charge symbol, 9—
description of operation.
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Figure 5
Sundry Costs Card

tabulating 'purposes.

All material used was taken through stores, al-
though it may have been purchased for and de-
livered direct to the point where it was to be ‘used,
Tabulating cards were cut for each item charged
out on a voucher, regardless of the nature of the
expense. With these three classes of expense taken
care of, the costs accumulated by the cost de-
partment could be tied in directly with the general
ledger accounts corresponding to them. '




