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REOUEST NO. AG 14.13: 

Ref: CornEd Exhibit 31.0, Subbakrishna Rebuttal, lines 212-216 (Daily Accounts Receivable 
Turnover). According to the referenced Rebuttal, "This method does not cost much ifthe data is 
available in that format within a customer service/information system; if not, the additional cost associated 
with making the data available in a format amenable to a daily accounts receivable turnover analysis 
should be considered as a factor in selecting this method. The down-side is that this method tells the 
analyst nothing about the distribution of receivable balance by age on day I of the year, and how that is 
changing during the course of the year." Please provide the following additional information: 

a. State whether Mr. Subbakrishna or CornEd investigated the "additional cost" that would likely be 
incurred for CornEd to determine its daily accounts receivable balance and provide all available 
information about the estimated amounts of cost involved. 

b. Are any mid-point assumptions of the type involved in Mr. Subbakrishna's accounts receivables 
aging approach to collection lag determination also required in performing the daily accounts 
receivable turnover calculations? 

c. If your response to part (b) is affirmative, please state with specificity each range of data used in 
the daily accounts receivable turnover approach and the related mid-point assumptions that would 
be required .. 

d. What are each of the specific problems that are alleged to exist with respect to the statement that 
the, " ... down-side is that this method tells the analyst nothing about the distribution of receivable 
balance by age on day I of the year, and how that is changing during the course of the year." What 
data is not produced under the daily accounts receivable turnover approach that is needed? 

e. Please explain how Mr. Subbakrishna evaluated the tradeoff between a collection lag 
quantification method that is "cost-effective" versus "more reliable" as those terms are reflected at 
line 269 of his Rebuttal, and provide all reports, analyses, workpapers and other documents 
associated with this evaluation. 

f. In his work for CornEd, did Mr. Subbakrishna seriously consider utilization of a sampling 
approach to estimate the Company's revenue collection lag? 

g. If your response to part (1) is affirmative, please explain the evaluation that was performed and 
provide complete copies of all documents associated with this effort ... ~tAl 0 J........ :'J d II' '-
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'h. According to the Company's response to data request AG 5.10, Mr. Subbakrishna's experience 
with lead/lag studies includes at least three studies that employed a daily accounts receivables 
turnover approach (Attachments I, 2 and 5). Please provide copies of all previous testimony and 
other information filed with any regulatory commission that identified the "down-side" that Mr. 
Subbakrishna now claims exists with respect to this approach, as this method was applied to 
Central Illinois Lighting Company, Central Illinois Public Service, Union Electric Company or 
Illinois Power. 

RESPONSE: 

a. As stated in his direct testimony (CornEd Ex 7.0 at lines 295-297), Mr. Subbakrishna has used 
receivables aging data in reports that were a) readily available, and b) used by CornEd for normal 
business purposes. To use any other method, for example one that involves comparing a daily 
accounts receivable balance and daily billed sales, would require the data source (i.e., the report) to 
be created and fully vetted, both of which implies an incremental cost. Did Mr. Subbakrishna 
quantifY the exact dollar amount of the incremental cost? No. 

b. No. Except that no information tends to be available about what is in the beginning balance of 
receivables, i.e., how much of the beginning balance is 0 days old, 30 days old, more than 90 days 
old etc., and the rate of change of what is in that beginning balance over the year that is being 
analyzed. And, this rate of change is important to know if the objective is to determine how long it 
takes for a Company such as CornEd to be made whole. And, as noted in the rebuttal testimony of 
Mr. Subbakrishna (CornEd Ex 31.0 at lines 261-264), a result similar to that produced by the daily 
analysis could be produced even cheaper by using publicly available information such as a FERC 
Form I to estimate an average annual Days of Sales Outstanding ("DSO") which, again, tells the 
analyst nothing about the vintage and composition ofthe end of year receivables balance. 

c. N/A. 

d. See CornEd's response to subpart (b). 

e. Mr. Subbakrishna using the following general rules of thumb in his selection ofthe methodology 
for calculating the collections lag (presented in no particular order): 

• Consistency with the approach used in other studies that have been accepted by the Illinois 
Commerce Commission in the recent past. 

• Consistency with what is available and used internally for normal business purposes without 
the need for enhancements of or investments into its Customer Information Management 
System. 

• General consistency with estimates of collections lag derived using publicly available data 
sources, e.g., an average days of sales outstanding. 

Taken together, these three general rules of thumb were used to evaluate the tradeoff between 
"cost effective" and "reliable". 

2 

CRC 003431E 



f. No. For the reasons described in subpart (e) ofthis response as well as those described on CornEd 
Ex 31.0 at lines 244-249 a sampling approach was not pursued. 

g. NtA. 

h. Nt A. Mr. Subbakrishna is not aware of testimony in the three instances cited that addressed the 
issue of the "down side" of the daily accounts receivable turnover method. In fact, Mr. 
Subbakrishna recollects that the determination of collections lag was not even an issue in the three 
proceedings mentioned. For the reasons (in whole or in part) described in Part e. of this response, 
the accounts receivable turnover approach was used at the time in the lead/lag studies of Central 
Illinois Lighting Company, Central Illinois Public Service Company/Union Electric Company, and 
Illinois Power Company. 
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