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* * * * * * * * * *


Cash working capital is the amount of funds required to finance the day-to-day operations of the Company.  The Staff’s cash working capital calculation by witness Leasha Teel suffers from a number of flaws that render it inaccurate and unreliable, resulting in an inappropriate net reduction in rate base of $22.2 million.  The many flaws include the following: 

· The Staff study improperly adjusts cash working capital for accrued vacation, although vacation is only a cash factor in the infrequent occasion that an employee leaves the Company with unused vacation time.  As the Staff’s own White Paper recognizes, non-cash items are never included in cash working capital analysis.  This error alone inappropriately reduces the Company’s cash working capital requirement by $13.4 million;

· The Staff arbitrarily decreases the lag between the last day of a service period and the day that bills are mailed, to reflect a presumed and unsubstantiated impact associated with the implementation of an automated meter reading system;

· The Staff study is internally inconsistent, based on data from a number of different time periods, some as many as five years old;

· The Staff study is imprecise because it aggregates all of the Company’s cash vouchers into one average calculation, despite the fact that the major categories of pensions and benefits and purchased power have their own particular lead times; 

· The Staff study ignores the leads and lags associated with electricity transactions in wholesale markets;

· The Staff study omits the “Bank Float” lag—the time from when a payment is received until it clears and the funds received can actually be used by the recipient-- in calculating the leads and lags of the Company; and

· The Staff study improperly treated a number of tax payments the Company makes relating to its Missouri operations.


The Company has performed a lead-lag study by analyzing its cash transactions and invoices for the twelve months ended September 30, 2001.  The Company’s study considered:  1) lags associated with the collection of revenues owed to the Company (“revenue lags”); and 2) lead times associated with the payments for goods and services received by the Company (“expense leads”).  


The Public Service Commission should adopt the results of AmerenUE’s cash working capital analysis, which would properly add $21.4 million to the Company’s rate base.  This analysis is based on the most current data available, considers every aspect of leads and lags, is comprehensive in its scope, and achieves added precision by breaking the Company’s cash vouchers into identifiable major categories. The difference between the Staff’s flawed analysis and the Company’s proper analysis is a difference of approximately $3 million in revenue requirement.
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