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 likely to be caused by changes in operating expenses where no cost inflation projections are 

included. 

Q. What changes to Ameren Ex. 2.1, Sch. FR A-4, the formula rate spreadsheet template 

“Reconciliation Computation,” are required in order to apply your 

recommendations?  

A.  First, the “Variance” appearing at line 3 should be reduced by associated incremental 

deferred income taxes using the Company’s composite Effective Income Tax Rate, which is 

derived on Sch. FR C-4, at line 4.  The calculation and subtraction of related Accumulated 

Deferred Income Taxes could be inserted as new lines 4 and 5 on Sch. FR A-4.  Then, the 

“Monthly Interest Rate” on line 4 (to be renumbered line 6) should be modified to tie to 

Ameren’s current cost of short term debt, to be determined within App 12 of the template.  

 

IV. CASH WORKING CAPITAL ISSUES.  

 

Q. Has the Company proposed an allowance for Cash Working Capital (“CWC”) within 

the rate base used to establish annual formula rates?   

A. Yes.  Ameren Ex. 2.1 at App 3 is the Company’s proposed calculation supporting an 

allowance for CWC of $11,631,000 that is sponsored by witness Mr. Heintz in Ameren Ex. 

4.0.  The same calculations for CWC appear in Mr. Heintz’ Ameren Ex. 4.2 and at Ameren 

Ex. 2.2, page 69 which is captioned Workpaper 3.    

Q. Was a lead lag study adopted by the Commission to determine CWC in the most 

recently completed AIC rate cases? 
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A. Yes.  However, considerable controversy surrounded the lead lag study proposed by AIC in 

Docket Nos. 09-0306 through 09-0311, consolidated.  In the Commission’s Order dated 

April 29, 2010, the Companies’ asserted revenue collection lag was rejected by the 

Commission, with the following explanation: 

 The Commission has concerns about AIU's proposed method for 

calculating the CWC requirement. The Commission understands that IIEC's 

reason for proposing 21 lag days is that it is the maximum lawful period 

customers can delay payment. Section 285.2070 of Part 285 specifically 

contemplates the use of a lead/lag study. AIU presented a detailed lead/lag 

study using methods that have been adopted by the Commission in 

numerous previous proceedings, but AIU assumed, rather than proved, the 

collection lag periods used in its study. The absence of empirical evidence 

supporting the collection lag assumptions used in Ameren‘s lead/lag study 

weighs against the utility, which has the burden of proof in this proceeding. 

Under these circumstances, IIEC's proposal to use a 21 day collection lag in 

calculating the CWC requirement is hereby adopted.  [Final Order page 54] 

 

 An additional disputed issue involved the lead lag study treatment of pass-through taxes.  

The Commission adopted the Staff’s adjustment to the Companies’ CWC proposal, stating: 

  As an initial matter, the Commission accepts Staff's argument that 

the utility has no "investment" associated with pass-through taxes. Since 

every dollar for pass-through taxes is collected from the ratepayers, the 

inflows and outflows earmarked for these taxes should be perfectly 

balanced. Thus the need for CWC should not arise with respect to pass-

through tax transactions. This conclusion is consistent with prior 

Commission decisions. Nicor Docket No. 08-0363 at 11-12.  

Staff distinguishes pass-through taxes from other cash flows in that, unlike 

other revenue, pass-through taxes are not directly associated with the 

provision of utility service. The Commission believes that Staff makes a 

legitimate point here. The Company would have us believe there is an 

additional and measurable cost to pass-through taxes but fails to illustrate 

how a tax that is completely ratepayer-funded could generate any costs or 

expense. This is simply not the case. The Commission finds that Staff's 

proposed adjustment to the CWC requirement must be accepted.  [Id.] 
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In its Order on Rehearing issued November 4, 2010, the Commission revised its decision 

regarding the revenue collection lag day after concerns were raised by AIU regarding the 

inclusion of significant amounts of late fee revenues while the ICC-approved revenue 

collection lag assumed customers’ remittances fell generally within the Commission’s 21-

day payment rules: 

While the evidence and arguments on Rehearing are not what the 

Commission anticipated, they are helpful in considering the issue of CWC 

and the Commission appreciates the input of the parties. It appears that no 

party disputes AIU's estimate of the revenue it receives in late payment 

fees. While IIEC disputes that AIU incurs a cost associated with late 

payments, it does not appear to contest the method for quantification 

offered by AIU. The Commission's review of the record indicates that 

AIU actually has collected revenues associated with late payments. The 

fact that AIU collects late fees suggests that some customers pay their bills 

after the dates specified in the Commission's rules. If all customers paid 

their bills by the time specified in the Commission rules, it would not be 

possible for AIU to collect late fees.  

IIEC argues there is no connection between the amount of late fees 

collected and AIU's estimate of the capital costs associated with late 

payments. The Commission believes, however, that inherently, if a 

customer does not pay its bill in a timely manner, it will be necessary for a 

utility to finance its operations in interim with an alternate source of 

capital. This is the entire reason for a CWC allowance and a lead/lag 

study.  

The Commission is of the opinion that the methodology espoused by AIU 

and Staff is the most appropriate for calculating AIU's CWC allowance in 

this instance. The position of AIU, as adopted by Staff, persuasively 

shows the effect of the late fee revenue on AIU's capital costs, and as such 

it will be adopted by the Commission on Rehearing.  [Order on Rehearing, 

p.56] 

 

This historical perspective regarding lead lag study issues is important, because in its 

formula rate calculations, AIC is again employing the same form of revenue collection lag 

calculations used in Docket Nos. 09-0306 through 09-0311, under which the Company has 
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assumed, rather than proven, dates when customers, on average, actually remit payments of 

their utility bills. 

Q. In your Direct and Rebuttal Testimony in ComEd’s last rate case, Docket No. 10-

0467, and in ComEd’s pending formula rate proceeding, Docket No. 11-0721, you 

explained a number of problems with that utility’s method of calculation to estimate 

the revenue collection lag.  What is the nature of that problem? 

A. The problems I noted in the ComEd case are similar to the problems addressed by  the 

Commission in Ameren Docket Nos. 09-0306 consolidated.  ComEd, Ameren and other 

Illinois utilities have adopted a shortcut method to estimate the revenue collection lag, in 

place of more traditionally used methods that more accurately quantify this important lead 

lag study value.  This shortcut method was characterized in the previously quoted 

Commission Order as, “…AIU assumed, rather than proved, the collection lag periods used 

in its study. The absence of empirical evidence supporting the collection lag assumptions 

used in Ameren‘s lead/lag study weighs against the utility, which has the burden of proof in 

this proceeding.”  The revenue lag is the single most important lag value in a study of 

CWC, because it is applied to the largest amount of dollars, i.e., the entire revenue stream 

of the utility.  For this reason, shortcut estimation of the revenue collection segment of the 

overall revenue lag is inappropriate. 

Since lead lag studies first emerged in the 1980s as the preferred and most 

accurate approach to quantify CWC, measurement of the revenue collection lag has most 

frequently been quantified using either a statistical sampling of actual customer remittances 

or a calculation of daily average Accounts Receivable “turnover” ratios that indicate the 

average number of days of revenues outstanding calculation.  The Commission’s recent, 
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repeated acceptance of ths utilities’ unsubstantiated assumptions about when customer 

payments are received is an arbitrary methodology not commonly used in the states in 

which I have testified.  Either of the alternative, more precise methods I reference above 

can produce reasonable estimates of how quickly utility customers actually pay their bills 

and have received widespread acceptance among regulators.  However, either as a result of 

limited data availability and/or an interest in overstating revenue collection lags, the Illinois 

utilities I mentioned have achieved some success convincing this commission that arbitrary 

mid-point remittance assumptions applied to broad categories of aged receivables can 

achieve a reasonable result.  Unfortunately, this is not the case and action should be taken 

by Ameren to improve upon the accuracy of revenue collection lag quantification.  I 

strongly urge the Commission to revisit this issue in this case in order to ensure that AIC’s 

are not paying excessive rates.  

Q. Does the Ameren lead lag study in the instant Docket incorporate the same flawed 

receivables aging mid-point methods? 

A. Yes.  The revenue collection lag underlying AIC’s asserted CWC amounts is being 

estimated by Mr. Heintz through application of very crude assumptions to quite broad 

“aged” categories of month-end accounts receivable balances.  Mr. Heintz has not actually 

measured how long it takes to collect revenues from Ameren customers.  Instead he looks 

to a breakdown of the Companies’ recorded week-end Accounts Receivable balances by 

customer class and assigns, without any supporting analysis, the following arbitrarily 

assumed revenue collection dates to each grouping of aged receivable balances: 

Receivable Age>> 
 0 – 30 
Days  

 31 - 60 
Days 

 61 – 90 
Days  

 Over 90 
Days 

Residential 15 45 75 90 
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Non-Residential 15 45 75 90 

 

 For example, every one of the thousands of residential customer accounts with balances 

ages that ranged from 0 to 30 days old were arbitrarily assumed to be remitted precisely on 

day 15; while accounts ranging from 31 to 60 days old were assumed to be remitted 

precisely at the mid-point of this period, on day 45, and all residential customer accounts 

with balances 61 to 90 days old are assumed to be fully paid to AIC precisely on day 75, 

which is again the mathematical mid-point of the period.  For all customer account 

balances more than 90 days old, a statistically impossible average age of 90 days was 

assumed by Mr. Heintz in place of an alternative mid-point assumption. 

Q. In Docket Nos. 10-0467 and 11-0721, did ComEd attempt to limit the financial impact 

of some of the gross inaccuracies arising from the utilization of arbitrary Accounts 

Receivable aging mid-point assumptions? 

A. Yes.  ComEd applied certain “grace period” assumptions to the youngest aging categories 

in an effort to introduce conservatism into the otherwise unsupportable mid-point 

assumptions that were applied to aged accounts receivables.  For example, because 

residential customers have 20 days before their unpaid utility bills are delinquent, ComEd 

assigned an assumed zero lag value to all residential balances 0-30 days old.   ComEd also 

assigned an 8-day assumed remittance date to its small and large commercial accounts 

falling within the same aging category because of payment due date terms in the 

Commission’s rules.  These changes did not remedy the inherent inaccuracy caused by 

using unproven mid-point assumptions applied to each Accounts Receivable aging 
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category, but they did produce a result for ComEd that was somewhat more credible than 

could be calculated without injecting these additional assumptions regarding grace periods. 

Q. How did ComEd’s witness describe the grace period assumptions in Docket No. 11-

0721? 

A. ComEd’s lead lag study was sponsored by Mr. John Hengtgen.
1
.  In his Direct Testimony 

for ComEd, Mr. Hengtgen explained the multiple adjustments he made to accounts 

receivables aging mid-point assumptions as follows: 

In several areas, I made calculations in which the result reflected a 

conservative cash working capital requirement. For the collection lag 

calculation, I excluded accounts receivable amounts over 365 days old and 

I also excluded amounts related to inactive accounts. In calculating the 

collection lag, I also did not incorporate lags for the various grace periods 

that the different classes of customers have to pay their bills, resulting in a 

conservative calculation. 

 

 These more conservative assumptions, if applied by Mr. Heintz within the AIU lead lag 

study, would produce significantly different CWC results.  However, Mr. Heintz has 

completely ignored the payment due date grace periods that customers have to pay their 

bills.  Additionally, the Ameren study does not exclude accounts receivable amounts over 

365 days old or the amounts related to inactive accounts.  These are additional reasons why 

the AIU asserted CWC value is overstated. 

Q. What is your recommendation regarding the amount of CWC that should be included 

in Ameren’s rate base at this time?   

A. I recommend at this time, and only for initial determination of the inception rates that will 

later be subject to reconciliation, that the Company’s proposed lead lag study at Ameren 

                                                 
1
  ComEd Ex. 9.0. 
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Ex. 2.1, App 3 and Ex. 4.2 be modified to reflect the following changes and then employed 

to set rates: 

1. Revision of Ameren’s estimated revenue collection lag to insert reasonable grace 

period assumptions, as were used in ComEd’s calculations approved by the 

Commission in Docket No. 10-0467, so as to provide conservatism and 

recognition of the period within which residential and commercial customers’ 

bills are payable but not delinquent. 

2. Reinstatement of the Commission’s ordered treatment of pass-through taxes, 

assigning no revenue lag to these amounts where Ameren serves as the collection 

agent and not tax is owed until after revenues are collected by Ameren. 

3. Inclusion of cash flow payment lag days for pension expense funding within the 

employee benefits lag included in determining CWC. 

I further recommend that, before any CWC allowance is permitted in future formula rate 

changes or as part of the reconciliation of 2012 revenue requirements to actual costs in the 

Company’s May 2013 filing, AIC be ordered to conduct a more extensive analysis of its 

actual revenue collection lag days and revise the CWC calculations to reflect the results of 

such study, as more fully described herein. 

Q. Have you prepared an Exhibit to summarize the changes you are recommending to 

Ameren’s CWC calculations? 

A. Yes.  AG/AARP Exhibit 1.3 at page 2 is a spreadsheet calculation that reformats and 

summarizes Ameren’s lead/lag study Ex. 2.1, App.3, to show the line by line impact of 

each cost element included in the Company’s lead/lag study.  Lines 1 through 17 and 
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columns (a) through (g) of my Exhibit replicate the Company’s results on Ameren Ex. 2.1 

App. 3, but combine the Revenue Lag and Expense Lead for each line items so as to show 

the overall CWC impact of each element of the analysis.  This presentation format is useful 

in isolating the CWC effects associated with the lead/lag study treatment of each category 

of transaction.   

After this restatement of the Company’s study, I present at columns (h) through 

(l), a side-by-side calculation showing each change I am proposing to illustrate the 

resulting differences in CWC.  The cells in columns (h) and (i) are shaded where an AG 

change to study inputs has been made. 

Q. Please describe the elements within Ameren’s asserted 49.75 Revenue Lag Days, as 

shown in column (c) of AG/AARP Exhibit 1.3. 

A. Ameren’s revenue lag is comprised of five segments, including: 

1. A customer usage or service period lag of 15.21 days, plus 

2. An average billing period lag of 1.51 days, plus 

3. A collection lag between the billing date and customer remittances estimated at 

30.67 days by Ameren, plus 

4. A payment processing lag of 1.39 days for processing and depositing of 

remittances, plus 

5. A bank float of 0.97 days until deposited funds are available for use by AIC.
2
 

As noted previously in my testimony and in the Commission’s previous rate order, there 

are major problems with the third element of the Company’s calculation that must be 

corrected.  Ameren should be required to undertake a systematic study of the timing of 

customers’ actual remittances to more accurately estimate its revenue collection lag; using 

either of the two generally accepted methods used in other regulatory jurisdictions that 

                                                 
2
  Ameren Ex. 4.0, Page 8. 
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employ lead lag studies.  Until improvements are made in this area, the Company’s lead/lag 

study is hopelessly inaccurate and should not be relied upon in any future formula 

ratemaking process. 

Q. Why are your revised Revenue Lag Day values that shown in column (h) of 

AG/AARP Exhibit 1.3, page 2, so much lower than Ameren’s 49.75 day overall 

revenue lag that is set forth in column (c)? 

A. I have revised the Company’s revenue collection lag calculations to insert the same grace 

period customer remittance assumptions that were previously adopted by ComEd and that 

were approved by the Commission in Docket No. 10-0467.  These assumptions serve to 

replace Mr. Heintz’s assumed 15-day collection lag assumption for the 0-30 day aging 

category with an assumed zero and eight lag day value, for residential and commercial 

receivables, respectively.  I have retained all of the Company’s other arbitrary assumptions 

and methods in estimating the revenue collection lag calculations, that are used to 

determine my revised overall revenue lag in column (h) of 41.12 days. 

Q. How specifically did ComEd consider payment due date grace periods when 

estimating the revenue collection lag? 

A. For residential service the due date on the bill cannot be less than 21 days after the delivery 

date on the bill, and for non-residential service, the due date cannot be less than 14 days.  

No late payments charges can be assessed until utility service becomes past due under these 

limitations.
3
   These due date grace periods that are specified in the Commission’s rules 

should be considered in formulation of the assumptions applied to aged receivables, if the 

                                                 
3
  83 IAC 280.90.  For governmental customers and school districts, this grace period is expanded to 45 days 

after the bill is rendered. 
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flawed accounts receivable aging methodology is employed at all.  Since these grace period 

assumptions were  found reasonable for ComEd, there is no reason to apply different 

assumptions in AIC’s lead lag study calculations.   I have included a copy of ComEd’s 

response to Staff Data Request DGK 1.10 from ICC Docket No. 11-0271 as AG/AARP 

Exhibit No. 1.10 to explain how grace periods were considered in the lead lag study 

approved by the Commission in Docket No. 10-0467 and similarly used by ComEd in 

pending Docket No. 11-0721. 

Q. How significant is the CWC impact of revising Ameren’s collection lag and overall 

revenue lag for the effects of billing grace periods, using ComEd’s methodology? 

A. The collection lag component of the revenue lag changes from 30.67 days in AIC’s study 

to 22.04 days using the ComEd grace period assumptions.  This 8.63 reduction in collection 

lag days results in a revised overall revenue lag of 41.12 days, compared to Ameren’s 

proposed 49.75 day revenue lag.  The overall impact upon CWC included in rate base from 

a 8.63 day reduction in the revenue lag is approximately $13.2 million less Cash Working 

Capital in rate base.
4
 

Q. After your proposed adjustment to account for payment due date grace periods, is the 

Company’s revenue collection lag estimate reasonable for future use by the 

Commission? 

A. No.  The revised revenue lag day value resulting from the inclusion of grace period 

assumptions will significantly improve the reasonableness of the Company’s study, by 

injecting conservatism into the results produced by Ameren’s inherently imprecise and 

                                                 
4
  8.63 days / 365 days changes the CWC factor by .02364.  Applying this change to overall cash flows of 

$559.6 million in the lead lag study creates an impact of 13.2 million (.02364 * $559.6 million). 
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arbitrary mid-point assumptions, with no actual measurement of customer remittance 

timing.  However, an actual measurement of the revenue collection lag should be required 

of AIC in the future. 

Q. What specifically should be required of AIU in the future to correct its estimated 

revenue collection lag day value? 

A. The Company should be required to conduct statistical samples of actual customer 

remittances, to determine the average number of days between collection date and the 

related prior billing date(s).  Alternatively, the Company should be required to collect and 

analyze its average daily electric service accounts receivables balance, net of the related 

uncollectibles reserve, to quantify how many days of its sales are “outstanding” within 

these balances.  This Accounts Receivables “turnover” calculation relies upon dividing the 

net average daily balance of Accounts Receivables by annual utility sales revenues and is 

routinely used in other jurisdictions to quantify the revenue collection lag for energy 

utilities.  I recommend that Ameren be required to employ either or both of these methods 

in future lead lag studies to actually measure customer remittance patterns and more 

accurately quantify the revenue collection lag, before any future CWC amounts are 

included in rate base. 

Q. Why is the lag day value for Employee Benefits you proposed at line 1 of AG/AARP 

Exhibit 1.3, page 2 in column (i) different than the Company’s proposed Employee 

Benefits lag day value in column (e)? 

A. Mr. Heintz’ workpapers include calculations of payment dates and amounts for each 

element of employee benefits, including Medical and Dental plan payments, life insurance 

funding, 401k funding and pension plan funding.  However, in compiling the overall 
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Employee Benefits lag day value, the Company did not include the calculated payment lag 

data for pensions.   So as to more completely account for cash flow patterns associated with 

Employee Benefits, I have accepted and included the Company’s calculations capturing the 

timing of pension funding payments within the test year Employee Benefits lag day value.  

Ameren has provided no justification for ignoring this significant employee benefit cash 

payment in calculating the lag day value assigned to Employee Benefits. 

Q. At lines 10 through 12 of AG/AARP Exhibit 1.3, page 2, you have set to zero the 

revenue lag days associated with pass-through charges for Energy Assistance 

Charges, Municipal Utility taxes and Gross Receipts Taxes.  Why is this necessary? 

A. As noted in the quotation at lines 442 to 458 above, in Docket Nos. 09-0306 through 09-

0311 consolidated, the Commission found in favor of Staff’s position that pass through 

taxes are completely ratepayer funded and have no CWC impact because the inflows and 

outflows earmarked for these taxes occur after taxable revenues have been collected by the 

utility. Thus the need for CWC should not arise with respect to pass-through tax 

transactions.   Again in ComEd Docket No. 10-0467, the Commission found that pass-

through taxes should not be assigned a revenue lag because they are payable after revenues 

are collected from customers, stating in the final Order: 

The Commission agrees with Staff’s interpretation as to the EAC/REC and 

GRT/MUT tax issues. For the EAC/REC tax, the utility shall remit all 

moneys received as payment to the Illinois Department of Revenue by the 

20
th

 day of the month following the month of collection. Under the 

GRT/MUT tax, this ordinance requires ComEd to file a monthly tax return 

to accompany the remittance of such taxes, due by the last day of the 

month following the month during which such tax is collected.  Both the 

statute and ordinance requires ComEd to remit these pass-through taxes 

after they have been collected from customers.  ComEd stated in its briefs 

that the Company correctly pays these taxes in the month following 

activity that occurs in a prior “tax liability” month.  The Commission 
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concludes that the CWC calculation for GRT/MUT pass-through taxes 

should reflect zero revenue lag days and 44.21 expense lead days and zero 

revenue lag days and 35.21 expense lead days for EAC/REC pass-through 

taxes as supported by Staff.  [Final Order page 48] 

 The adjustments I have proposed at lines 10 through 12 of AG/AARP Exhibit 1.3, 

page 2 have the effect of eliminating the revenue lag day values for these pass-

through amounts, as previously ordered by the Commission.  

 Additionally, I have revised the expense lead day value for the Energy 

Assistance Charge because 305 ILCS 20/13 provides that a public utility engaged 

in the delivery of electricity shall assess each of its customer accounts a monthly 

charge and shall remit all moneys received as payment to the Illinois Department 

of Revenue by the 20th day of the month following the month of collection.  These 

terms yield an expense lead days value of 20 days, plus half of the prior month of 

15.2 days, for a total expense lead of 35.2 days 

Q. Why have you set to zero the Revenue Lag Day and Expense Lead Day values 

at line 17 of AG/AARP Exhibit 1.3, page 2? 

A. The Company’s lead lag study applies revenue and expense lead/lag calculations to 

about $77 million of Income Taxes, as if such amounts represent cash transactions.  

However, in the test year, more than 100 percent of AIC income taxes are 

“deferred” taxes, largely because of sizable income tax deductions being taken for 

bonus tax depreciation. At AIC Schedule C-5a, test year recorded income tax 

expense of approximately $66 million consists of about $116 million of deferred 

income tax expense and about $50 million of negative current income tax expense.  

After all of Ameren’s proposed ratemaking adjustments and its proposed revenue 
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reduction, adjusted currently payable income tax expense remains substantially 

negative, as shown in the following table:  

 Test Year Income 
Tax Expense 

Currently 
Payable Deferred 

Test Year 
Per Books 

Tax Expense 

AIC Current 
Income Tax 

Adjustments 

Adjusted 
Currently 
Payable 

State Income Taxes 
             

(8,870) 
           

21,258  
              

12,388  
                

8,867  
                      

(3) 
Federal Income 

Taxes 
          

(39,423) 
           

94,480  
              

55,057  
                

1,995  
           

(37,428) 

Investment Credits 
             

(1,245) 
                    

-    
               

(1,245) 
                       

-    
              

(1,245) 
  Total Income 

Taxes 
          

(49,538) 
        

115,738  
              

66,200  
             

10,862  
           

(38,676) 

     Source: AIC Schedules C-5a page 3 and C-1 page 3 

 The breakdown of income tax expenses between the amounts that are deferred 

versus currently payable is very important in determining CWC, because deferred 

income tax expense represents a non-cash accrual for taxes that are expected to 

become payable in future years, while only the “currently payable” income tax 

expenses are cash costs that are relevant in determining CWC. 

Q. Why have you assigned zero revenue lag and expense lead values to AIC’s test 

year income tax expense at AG/AARP Exhibit 1.3, page 2, line 17? 

A. Because test year adjusted income taxes currently payable are substantially 

negative, it is inappropriate to assign any CWC to this expense.  More than 100% 

of AIC test year income taxes are actually non-cash deferred income taxes, for 

which there is no current period cash flow that could contribute to CWC.  It is 

therefore essential that no lead/lag values be applied to this non-cash expense 

element.  This result can be achieved by either setting the lead/lag values to zero or 
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setting the test year income tax expense amount to zero within the CWC 

computations. 

Q. Was this “setting to zero” approach for income tax expenses employed by 

ComEd in its formula rate case evidence in Docket No. 11-0721? 

A. Yes.  ComEd is also deferring all of its income tax liability due to bonus 

depreciation and other favorable tax deductions it is able to claim.  In ComEd 

Surrebuttal Exhibit 25.1, Mr. Hengtgen revised that utility’s lead/lag study by 

setting currently payable income taxes at zero so as to eliminate any CWC for 

ComEd’s non-cash deferred income tax expense recoveries from ratepayers.  That 

same result is necessary in determining AIC’s cash working capital allowance. 

Q. After the lead/lag study adjustments you have proposed, should the negative 

Cash Working Capital amount you have calculated at line 20 in column (l) of 

AG/AARP Exhibit 1.3, page 2 be included in the Company’s rate base for 

determination of the inception rates in this Docket No. 12-0001? 

A. Not directly.  The lead day values and factors from columns (h) through (k) of my 

Exhibit should be used to determine CWC within the Commission’s rate order, 

after updating the annual expense and pass-through tax amounts in column (b) at 

lines 1 through 17 to match the amounts that are finally approved for ratemaking 

purposes by the Commission.  I expect the result of such updating to be negative 

CWC.  A negative CWC result is indicative of the fact that Ameren’s ratepayers, 

employees, vendors and taxing authorities, rather than its investors, are supplying 

the net cash working capital that is required to operate the business.  This negative 
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amount should be included in rate base to fully and properly quantify investors’ 

overall net investment in rate base. 
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