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INTRODUCTION 

Lead-Lag Approach to Calculating Cash Working Capital 

Working capital may be defined as the average amount of capital provided by 

investors in the Company, over and above the investment in plant and other specifically 

identified rate base items, to bridge the gap between the time expenditures required to 

provide service and the time collections are received for that service. While individual 

regulatory commissions may differ as to the specific components of working capital, 

there is general agreement among working capital theorists that the following elements 

are included: (1) fuel inventory; (2) materials and supplies inventories; (3) prepayments; 

and (4) cash working capital. Of these elements, cash working capital has traditionally 

been the most controversial due to differences in definition and method of calculation. 

PacifiCorp has adopted the definition of cash working capital proposed by FERC 

in its NOPR on "Calculation of Cash Working Capital Allowance for Electric Utilities", 

Docket No. RM84-9-000, issued April 5, 1984 (See Tab 6).  In this NOPR, FERC 

indicates that cash working capital is the amount of cash needed, on hand, by a public 

utility to pay its day-to-day operating expenses, for the time period during which the 

utility has provided electric service to its customers and has not yet been fully paid for the 

service. If, on the average, the time difference between providing the service and 

collecting the associated revenue exceeds the time difference between providing the 

service and paying the associated expenses, the utility is experiencing a "net revenue 

receipt lag". This necessitates maintaining a working cash balance that must be funded. 

On the other hand, if the lag in payment of expenses is longer than the lag in collecting 

revenues; there is a "net expense payment lag", meaning that the collection of revenues 
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occurs in advance of paying expenses. The term describing the permissible net addition to 

rate base to reflect borrowed or investor-supplied working cash is the cash working 

capital allowance. With respect to the method of calculation of cash working capital, the  

FERC NOPR states that "a fully-developed and reliable lead-lag study is the most 

accurate method of determining the working cash needs of a particular utility". While 

the FERC NOPR was never fully adopted, it offered guidelines and is also consistent 

with Robert Hahne's text "Accounting for Public Utilities" (page 6.2.1). 

The remainder of this report will present the results of the Company's recently 

completed Lead-Lag Study that is based on 12 months ending March 2003 revenues and 

expenses. The revenues and expenses used in the study are consistent with the 

Company's March 2003 Unadjusted Results of Operations. This Lead-Lag Study Report 

summarizes the amount of the cash working capital requirement and describes the 

method of its calculation. The elements, which the Company has included in its lead-lag 

study, are consistent with those proposed in the FERC NOPR; namely, revenues, fie1 

costs, purchased power costs, labor, operation and maintenance expenses, income taxes 

and property and other taxes. Separate lags were calculated for each major element in the 

study, based on information developed from the Company's accounting and customer 

information systems. The report describes the calculation of each element and provides 

sample source documents. It is the Company's intention to clearly explain every 

assumption and calculation in its cash working capital study. However, due to the 

voluminous nature of many of the revenue and expense transactions, it is not feasible to 

detail every calculation in this report. Full supporting detail is available for inspection on 

the Company's premises. 
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LEAD-LAG STUDY - OVERVIEW 

The Lead-Lag Study described in this report is the first undertaken in five years. 

The study incorporates data primarily obtained directly from the SAP Accounting 

System, the CSS Customer Accounting System and the Revenue Reporting System. 

Detailed information has also been gathered from various staff departments and other 

information systems. 

Summary Sheet Development 

The results of the study are summarized for the Total Company and each of its 

jurisdictions on exhibits 2.1.1 through 2.8.2. The first page is a summary of the net 

revenue lag. The second page summarizes the total revenue and expense lags detailed by 

type. It is organized as follows. The Amount column reflects March 2003 revenues and 

expenses that are consistent with those used to develop the Company's March 2003 

Unadjusted Results of Operations report. The amounts used in the expense lag sections 

on exhibits 2.1.2-2.8.2 come from the JARS Jurisdictional Summary on page 2.9.2 with 

the exception of taxes other and income taxes, which come from the Unadjusted Results 

of Operations. The Total Company OMAG amount is $2,423,741,983, which ties to the 

Unadjusted Results of Operations Total Company Total O&M Expenses on page 2.9.3. 

The reason for using the JARS Jurisdictional Summary report is due to the fact that the 

operational areas of the study (coal, gas, purchased power, etc.) do not match up dollar 

for dollar for each FERC account. For example, FERC account 501- Fuel contains 

mostly coal but includes some gas as well. On the bottom of 2.9.2, the amount used for 

the Company's coal and steam operations includes a portion of account 501 and account 
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503. The amounts for gas, consists of account 547 and a portion of 501. Therefore to  

isolate the correct amounts for each operation, the JARS Jurisdictional Summary is used, 

which only takes the portions of the accounts associated with the corresponding activity. 

The Revenue Lag Days represents the average period of time from the provision 

of service to the receipt of payment for those services. The Expense Lag Days represents 

the period of time from the receipt of goods and services to the payment for those goods 

and services. The Lag Days shown on exhibits 2.1.2 through 2.8.2 are carried forward 

from detailed calculations described in the body of this report. The Dollardays on this 

exhibit are the product of Lag Days multiplied by the actual Total Company amounts. 

The Dollardays column is used to weight the lags. The summarized total Revenue and 

Expense Lags are weighted averages calculated by dividing total Dollardays by the total 

Amount. On exhibits 2.1.2 through 2.8.2 the Dollardays column is equal to the Amount 

multiplied by the associated Lag Days. On the Total Company exhibit (2.1.2), the Lag 

Days used are the weighted average of the Lag Days calculated from the jurisdictional 

sheets. 

The reference column indicates the pages in the detail narrative, which describe 

and document the calculation of the Lag Days. Page 1 of each summary develops the Net 

Revenue Lag Days and the Daily Cost of Service for the jurisdiction. The Net Revenue 

Lag Days is simply the difference between the Revenue and Expense Lags calculated on 

page 2. Daily Cost of Service is the total expense amount from page 2 divided by 365. 

Daily Cost of Service is then multiplied by the Net Revenue Lag Days to produce the 

Cash Working Capital requirement. Exhibit 2.9.1 summarizes the Daily Cost of Service 

calculation for the Total Company, with supporting detaiI provided as exhibits 2.9.2, 
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2.9.3 and 2.9.4. Exhibit 2.9.1 separates the Daily Cost of Service calculation data into 

three groups as follows: non-payroll expense, payroll expense, and tax expense. The 

Company's total expense balance is equal to the amount shown on exhibit 2.9.1 of 

$2,610,994,361, including payroll. The source for the first category, non-payroll, and 

third category, tax expense, is exhibit 2.9.3 - March 2003 Unadjusted Results of 

Operations. The source for the second category, Payroll Expense, is exhibit 2.9.4, Labor 

& Overhead by FERC Account. 

The calculation of the cash working capital requirement for each jurisdiction 

follows the same process. Revenues and expenses are assigned to each jurisdiction 

utilizing Rolled In allocation factors used in the Unadjusted Results of Operations report. 

As explained in the Revenue Lag section of this report (Tab 3), the revenue categories of 

Sales for Resale and Other Electric Revenues (Wheeling) are calculated at the Total 

Company level. All other revenue categories are calculated by state. For the FERC 

jurisdiction on 2.8.2, the lag days used are the same as Utah's. The reason for using the 

Utah lag days is that the FERC jurisdiction is a wholesale jurisdiction in the state of Utah. 

Accounts Payable Summary 

As documented in the Expense Lag section (Tab 4), most Expense Lag 

calculations are performed at the Total Company level. All of the Accounts Payable Lag 

operational groups except for Purchased Power have the same lag. The Purchased Power 

Lag is adjusted in the Idaho, Oregon and Washington Jurisdictions to reflect the impact 

of the BPA regional credit. For Accounts Payable, payments are not paid on a state 

specific basis. Most invoices are paid by the central Accounts Payable Office using the 

same corporate payment policy. Invoices that could be assigned on a situs basis are 
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assumed paid at the same frequency for all jurisdictions since the central Accounts 

Payable Office uses a uniform payment policy for all invoices. Similarly, accounts 

payable invoices are not paid on a functional basis (generation, transmission, 

distribution), as all invoices are again paid by the central Accounts Payable Office using 

the same uniform policy. 

The Lag Days for the expense categories are calculated at the Total Company 

level, and the same number of Lag Days is used for each jurisdiction. Property Taxes and 

both Federal and State Income Taxes are allocated to the jurisdictions on system factors 

in the Results of Operations. The jurisdictional Lag Days are also assumed to equal Total 

Company Lag Days for Payroll, because all organizations within the Company are on the 

same payroll schedule. The Lag Days for the category of Taxes Other varies by 

jurisdiction, caused by state specific fees and taxes. 

Changes from 1998 Study 

The methodology used in this Lead-Lag Study is conceptually very similar to the 

1998 Lead-Lag Study. The largest change is in the approach used to calculate the 

expense lag. In this study, the expense lag is not calculated on a FERC account basis. 

Instead, the lag is calculated by areas of the Company's operations including coal, gas, 

purchased power, wheeling, payroll, other taxes, income taxes and operations and 

maintenance. As previously explained, PacifiCorp has one central Accounts Payable 

Office which pays all expenses using the same policy regardless of FERC account or 

jurisdiction. 
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Revenue and Expense Detail 

The material in Tabs 3 and 4 of this report describes, in detail, the calculation of 

the revenue and expense lag days used to determine the Cash Working Capital 

requirement. Examples of calculation worksheets are provided, starting with summary 

level documents and tracing the calculations backward through successive levels of 

detail, to identify the source materials. It is hoped that this approach will be informative 

and will prove to be a useful method of identifying and explaining the scope of the 

voluminous source documents necessary to support a lead-lag study. Graphical 

flowcharts on pages 2.0.6 through 2.0.8 depict the working capital calculation described 

above. 

0th er Working Capital and Appendix 

Tab 5 contains information regarding Other Working Capital, and Tab 6 includes 

a copy of the previously referenced FERC NOPR, which supports the assumptions used 

by the Company in this study. Tab 6 also includes an extract of Robert L. Hahne's book 

Accounting for Public Utilities, which provides a valuable commentary on the subject of 

working capital. 





REVENUE LAG DAYS 
Flowchart of Data and Lead-Lag Procedure 

Represents Operating 
Revenues as presented in the 

"Unadjusted Results of 
Operatins" report. the revenues for those services are received. 

Calculation of Total Reverlue Lag Days 

A detail of each of the lag components by 
revenue category. A brief explanation of how the 

lag was determined is shown. 



REVENUE LAG DAYS 
Flowchart of Data and Lead-Lag Procedure 

CUSTOMER ACCOUNT RECEIVABLE DATA REVENUE and TAX DATA 

Compar~son of Operating 

Dally AIR Balances 
Shows the Total Company dally balances by 

FERC Account 



EXPENSE LAG DAYS 
Flowchart of Data and Lead-Lag Procedure 

Gas Transaction data by amount, start 
date, payment date and weighted lag Total Accounts Payable Lag. This is calculated by dividing 

DOLLARDAYS by AMOUNT for each of the following 
Groups. 

I 1 COAL 23.88 1 - -  - 

STEAM 23.88 1 

Detail of Purchased Power. Shows 
calculation of Lag Days. end of service 

date. payment date. amount and 
Dollardays 

STATE INCOME TAXES 21.16 1 
Calculates the lag for payments received 

from BPA. This credit adjustment for Shows BPA credit to ID, OR & WA. I T7 

Monthly AP lnvoice Detail including 
Amount, lnvoice Date, Paid Date and 

Weighted dollar average 
of AP invoices by payment terms by month 

1 AP Amounts and Lag Days by month used to 
calculate Dollardays 

Accounts Payable Dollar Amounts. 
Summary of invoices by payment terms by 

month. 



EXPENSE LAG DAYS 
Flowchart of Data and Lead-Lag Procedure 

yroll. Therefore, by separating out the 
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March 2003 Lag Calculation 

Total Company 

I Description Amount Reference 1 

Revenue Lag Days 

Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1365) 
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March 2003 Lag Calculation 

Total Company 

I Descri~tion Amount Laa Days Dollardays Reference 1 

Sales to Ultimate Customen 
General Business Revenues 2,201,236,811 46.09 101,462,193,741 3.0.2 

Special Contracts 95,958,159 37.51 3,598,989,880 3.0.1 1 

Total Sales to Ultimate Customers 2,297,194,970 45.73 105,061,183,621 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 

Sales for Resale 

Provision for Rate Refund (2,500,035) 28.43 (71,075,995) 
TOTAL REVENUE LAG 3,485,313,119 43.34 151,060,730,747 

Accounts Payable Lag 
Fuel Expense - Coal 398,572,410 23.88 9,517,909,151 4.0.5 

Fuel Expense - Gas 92,417,939 40.66 3,757,713,412 4.0.9 

Purchased Power Expense 1,009,070,498 39.39 39,745,624,024 4.0.10 

Wheeling Expense 72,170,304 38.98 2,813,198,447 4.0.1 1 

Materials 8 Supplies 447,544,398 35.16 15,735,661,034 4.0.3 

Total Accounts Payable Lag 2,019,775,549 35.43 71,570,106,067 

Payroll Lag 403,966,432 13.56 5,478,794,734 4.01 1 

Total OMAG 2,423,741,983 31.79 77,048,900,801 

Taxes Other Lag 

Property Taxes 
Other Taxes 56,305,115 51.74 2,913,226,650 

Total Taxes Other Lag 122,671,115 133.77 16,410,080,070 4.0.1 1 

lncome Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State 10,880,439 21.16 230,230,089 

Total Income Tax Lag 64,581,263 17.78 1,148,514,180 4.0.12 

TOTAL EXPENSE LAG 2,610,994,359 36.23 94,607,495,051 
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March 2003 Lag Calculation 

California Jurisdiction 

I nocrrintion Amount Reference 1 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 2.45 

Daily Cost of Service (Total Expense Lag 1365) 154,920 2.0.2 
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March 2003 Lag Calculation 

California Jurisdiction 

I Descri~tion Amount Laa Davs Dollardavs Reference I 

Sales to Ultimate C~stomerS 
General Business Revenues 

Total Sales to Ultimate Customers 59,386,696 45.46 2,699,719,200 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 

Sales for Resale 19,701,126 38.98 767,949,891 3.0.13 
TOTALREVENUELAG 81,459,749 43.57 3,549,122,219 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

Purchased Power Expense 

Wheeling Expense 

Materials 8 Supplies 10,402.821 35.16 365,763,186 4.0.3 

Total Accounts Payable Lag 41,920,614 36.05 1.51 1,057,662 

Payroll Lag 9,679,190 13.56 131,274,014 4.0.1 1 

Total OMAG 51,599,804 31.83 1,642,331,676 

Taxes Other Lag 
Property Taxes 

Other Taxes 1,722,603 173.02 298,044,771 

Total Taxes Other Lag 3,485,603 188.37 656,586,081 4.0.11 

lncome Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State 259,524 21.16 5,491,528 

Total Income Tax Lag 1,460,262 17.82 26,024,148 4.0.12 

TOTAL EXPENSE LAG 56,545,669 41.12 2,324,941,905 
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March 2003 Lag Calculation 

Oregon Jurisdiction 

I Description Amount Reference I 
I 
CASH WORKING CAPITAL 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1 365) 
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March 2003 Lag Calculation 

Oregon Jurisdiction 

I Descri~t ion Amount Lag Days Dollardays Reference 1 

Sales to Ultimate Customers 
General Business Revenues 

Special Contracts 3,004,627 38.29 115,047,168 3.0.11 

Total Sales to Ultimate Customers 707,210,153 46.43 32,832,435,906 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 
Sales for Resale 301,730,677 38.98 11,761,461,789 3.0.13 
TnTAl RFVENUE LAG 1.072.860.125 43.79 46.976.532.192 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

Purchased Power Expense 

Wheeling Expense 
Materials & Supplies 132,022,572 35.16 4,641,913,632 4.0.3 

Total Accounts Payable Lag 542,391,122 34.84 18,895,423,125 

Payroll Lag 127,590,167 13.56 1,730,441,640 4.0.1 1 

Total OMAG 669,981,289 30.79 20,625,864.765 

Taxes Other Lag 
Property Taxes 

Other Taxes 28,587,586 40.05 1,144,932,819 

Total Taxes Other Lag 48,365,586 106.84 5,167,184,679 4.0.11 

lncome Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State 7,803,209 21.16 165,115,902 

Total Income Tax Lag 47,211,150 17.77 838,991,694 4.0.12 

TOTAL EXPENSE LAG 765,558,025 34.79 26,632,041 , I  38 
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March 2003 Lag Calculation 

Washington Jurisdiction 

Description Amount Reference 

4 " - A CASH WORKING CAPITAL 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1365) 

TOTAL CASH WORKING CAPITAL 3,674,649 
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March 2003 Lag Calculation 

Washington Jurisdiction 

f Descriotion Amount Laa Days Dollardays Reference I 

Sales to Ultimate Customers 

General Business Revenues 

Total Sales to Ultimate Customers 176,053,124 42.91 7,554,439,551 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

Purchased Power Expense 
Wheeling Expense 

Materials & Supplies 38,914,283 35.16 1,368,226,190 4.0.3 

Total Accounts Payable Lag 164,603,067 34.75 5,719,569,772 

Payroll Lag 31,710,976 13.56 430,080,112 4.0.1 1 

TOTAL OMAG 196,314,043 31.33 6,149,649,884 

Taxes Other Lag 

Properly Taxes 

Other Taxes 3,305,903 70.54 233,198,398 

Total Taxes Other Lag 8,777,903 153.34 1,346,039,038 4.0.1 1 

lncome Tax Lag 
Income Taxes Lag - Federal 13,275.308 17.10 227,007,767 

Income Taxes Lag - State 2,579,346 21.16 54,578,961 

Total Income Tax Lag 15,854,654 17.76 281,586,728 4.0.12 

TOTAL EXPENSE LAG 220,946,600 35.20 7,777,275,649 
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March 2003 Lag Calculation 

Wyoming - COMB. 

Amount Reference 

CASH WORKING CAPITAL 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1365) 

TOTAL CASH WORKING CAPITAL 3,213,605 
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March 2003 Lag Calculation 

Wyoming - COMB. 

1 Descri~tion Amount Lag Days Dnllardavs Reference I 

-- 

Sales to Ultimate Customers 
General Business Revenues 

Special Contracts 11,237,074 44.62 501,398,242 3.0.1 1 
~ o t a l  Sales to Ultimate Customers 305,999,397 41.03 12,554,229,629 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 
Sales for Resale 152,275,834 38.98 5,935,712,009 3.0.13 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

Purchased Power Expense 

Wheeling Expense 

Materials 8 Supplies 55,822,928 35.16 1,962,734,148 4.0.3 
Total Accounts Payable Lag 309,713,313 35.88 11,112,769,220 

Payroll Lag 49,141,673 13.56 666,483,940 4.0.1 1 

Total OMAG 358,854,986 33 11,779,253,160 

Taxes Other Lag 
Property Taxes 8,534,000 203.37 1,735,559,580 

Other Taxes 6,197,959 51.73 320,620,419 

Total Taxes Other Lag 14,731,959 139.57 2,056,179,999 4.0.1 1 

Income Tax Lag 
lnwme Taxes Lag - Federal (973,746) 17.10 (16,651,057) 

lnwme Taxes Lag - State (1 0,438) 21.16 (220,868) 

Total Income Tax Lag (984,184) 17.14 (16,871,925) 4.0.12 
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March 2003 Lag Calculation 

Utah Jurisdiction 

r n--..-:-*:..- Amount Reference 1 
uraLl rpuvlm 

CASH WORKING CAPITAL 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1365) 

TOTAL CASH WORKING CAPITAL 23,646,881 
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March 2003 Lag Calculation 

Utah Jurisdiction 

Sales to Ultimate Customers 

General Business Revenues 886,704,269 48.37 42,889,885,492 3.0.2 

Special Contracts 51,457,327 37.38 1,923,474,883 3.0.1 1 

Total Sales to Ultimate Customers 938,161,596 47.77 44,813,360,375 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue , 

Sales for Resale 

Accounts Payable Lag 
Fuel Expense - Coal 156,114,902 23.88 3,728,023,864 4.0.5 

Fuel Expense - Gas 36,198,736 40.66 1,471,840,617 4.0.9 

Purchased Power Expense 440,676,445 40.1 4 17,688,752,502 4.0.10 

Wheeling Expense 28,321,235 38.98 1,103,961,724 4.0.11 

Materials 8 Supplies 183,220,871 35.16 6,442,045,824 4.0.3 

Total Accounts Payable Lag 844,532,189 36.04 30,434,624,531 

Payroll Lag 162,919,096 13.56 2,209,590,240 4.0.1 1 

Total OMAG 1,007,451,285 32.40 32,644,214,771 

Taxes Other Lag 
Property Taxes 

Other Taxes 14,246,941 62.04 883,880,220 

Total Taxes Other Lag 40,873,941 154.11 6,299,013,210 4.0.1 1 

lncome Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State 4,009,001 21.16 84,830,461 

Total lncome 1 ax Lag 21,741,796 17.85 388,061,256 4.0.12 

TOTALEXPENSELAG 1,070,067,022 36.76 39,331,289,236 
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March 2003 Lag Calculation 

Idaho Jurisdiction 

I Descri~tion Amount Reference I 

Revenue Lag Days 

Expense Lag Days 

Net Revenue Lag Days 

Daily Cost of Service (Total Expense Lag 1365) 
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March 2003 Lag Calculation 

Idaho Jurisdiction 

I Descriotian Amount Laa Davs Dollardavs 

Sales to Ultimate Cu~tomefS 

General Business Revenues 

Special Contracts 30,259,130 35.00 1,059,069,550 3.0.1 1 

Total Sales to Ultimate Customers 110,384,005 41.74 4,606,999,015 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Properly 
Other Electric Revenue 

Sales for Resale 66,697,010 38.98 2,599,849,450 3.0.13 
TOTAL REVENUE LAG 184,040,100 40.56 7,463,746.557 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

Purchased Power Expense 

Wheeling Expense 

Materials 8 Supplies 26,106,934 35.16 917,919,799 4.0.3 

Total Accounts Payable Lag 109,576,397 33.23 3,641,285,412 

Payroll Lag 22,077,910 13.56 299,431,654 4.0.1 1 

Total OMAG 131,654,307 29.93 3,940,717,066 

Taxes Other Lag 
Property Taxes 

Other Taxes 2,159,915 62.00 133,914,730 

Total Taxes Other Lag 6,193,915 154.07 954,309,310 4.0.1 1 

Income Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State (3,778) 21.16 (79,942) 

Total Income Tax Lag (547,825) 17.13 (9,383,146) 4.0.12 

TOTALEXPENSELAG 137,300,397 35.58 4,885,643,230 
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March 2003 Lag Calculation 

FERC Jurisdiction 

. .. Amount Reference I 

Revenue Lag Days 
Expense Lag Days 

Net Revenue Lag Days 1.54 

Daily Cost of Service (Total Expense Lag 1365) 22,197 2.0.2 

TOTAL CASH WORKING CAPITAL 34,152 
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March 2003 Lag Calculation 

FERC Jurisdiction 

nesrrintinn A m n ~ ~ n t  Lao Davs Dollardavs Reference I 

Sales to  Ultimate Customers 

General Business Revenues 0.00 3.0.2 

Total Sales to Ultimate Customers 

Forfeited Discounts 8 Interest 

Miscellaneous Service Revenue 

Rent from Electric Property 

Other Electric Revenue 

Sales for Resale 9,673,488 38.98 377,072,562 3.0.1 3 
T n T A l  RFVENUE LAG 9.978.810 38.97 388,844,766 

Accounts Payable Lag 
Fuel Expense - Coal 

Fuel Expense - Gas 

, , Purchased Power Expense 

Wheeling Expense 

Materials & Supplies 1,015,635 35.16 35,709,727 4.0.3 

Total Accounts Payable Lag 7,000.492 36.29 254,027,819 

Payroll Lag 847,420 13.56 11,493,134 4.0.11 

Total OMAG 7,847,912 33.83 265,520,953 

Taxes Other Lag 
Property Taxes 159,000 203.37 32,335,830 

Other Taxes 83,209 62.04 5,162,286 

Total Taxes Other Lag 242,209 154.82 37,498,116 4.0.1 1 

lncome Tax Lag 
lncome Taxes Lag - Federal 

Income Taxes Lag - State 5,098 21.16 107,874 

Total Income Tax Lag 11,762 18.86 221,828 4.0.12 

TOTAL EXPENSE LAG 8,101,883 37.43 303,240,897 







MARCH 2003 ROLLED-IN 
BEGlNNlNGlENDlNG AVO 

RESULTS OF OPERATIONS SUMMARY 

California Qggj Washinaton No-PP8L Idaho-UP6L Wo-UP&L m C  
pescriotion of Account Summarv: 

Operating Revenues 
General Business Revenues 
Interdepartmental 
Special Sales 
Other Operating Revenues 

Total Operating Revenues 2.4 

Operating Expenses: 
Steam Production 2.6 
Nuclear Production 2.7 
Hydro Production 2.8 
Other Power Supply 
Transmission 2.11 
Distribution 2.13 
Customer Accounts 2.13 
Customer Service 2.14 
Sales 2.14 
Administrative 8 General 2.15 

Total 0 B M Expenses 2.15 

Depreciation 
Amortization Expense 
Taxes Other Than lncome 
lncome Taxes - Federal 
lncome Taxes - State 
lncome Taxes - Def Net 
Investment Tax Credlt Adj. 
Misc Revenue 8 Expense 

Total Operating Expenses 2.22 

Operating Revenue for Retum 

Rate Base: 
Electric Plant in Semce 2.31 
Plant Held for Future Use 2.32 
Misc Deferred Debits 2.33 
Elec Plant Acq Adj 2.32 
Nuclear Fuel 2.32 
Prepayments 2.33 
Fuel Stock 2.32 
Material 8 Supplies 2.33 
Working Capital 2.33 
Weatherization Loans 2.32 
Miscellaneous Rate Base 2.33 

Total Electric Plant 

Rate Base Deductions: 
Accum Prov For Depr 2.38 
Accum Prov For Arnort 2.39 
Accurn Def lncome Taxes 2.35 
Unamortized ITC 2.36 
Customer Adv for Const 2.35 
Customer Service Deposits 2.35 
Miscellaneous Rate Base De 2.35 

Total Rate Base Deductions 

Total Rate Base 

Return on Rate Base 

Return on Equity 

1 W Basis Points in Equity: 
Revenue Requirement Impact 
Rate Base Decrease 



ELECTRIC REVENUES BEGlEND AVG 

EAuw EAcmRBPI Dl&. s5 QB He w LIL MC' EEBS 

S*S IE Lllmd* C W m  

U O  R . w m u  5 d . S  
' 812.925.381 1 7 . ~ 1 . 1 ~  307.071.~)6 61.791.727 M.3Q5.127 342.161.5% 8,*02.518 8,179,671 0 

01 1 822 915 381 17QQlr6! 307071 6 M  61 791 717 25.402 518 8.179671 0 M.395 117 342 182 5% 

Totd s.101 to Ulornm. Cum- 1.87.197.176 0 

ELECTRIC REVENUES 
FERC 

ACUDESCRIPTIMI Exm EBUPRBel UuL c& PB YLd me LIL m' YLLU EEEC 

+,I IW R.* 
5 6.865.~2 0 971 411 0 10.W 0 0 0 5 . m  ldl 

SG SG 1015.4M.B9 19.336 Z 6  195.368.165 65.343.755 18.715.134 3.7A6.4M W 12.116 130.382.542 401,413,267 

SE SE 19.683.611 361.Y0 5.367.SW 1.676.m 2,746,491 7 7OP.779 1.353.IY 401.Y3 66.121 

DCP SG 0 0 0 0 0 0 0 0 0 

ELECTRIC REVENUES 
FERC 

EscnlPrlm 

4% 'Xw E W C  R w  





02 2 6 301 317 118.993 1817496 554 319 a2 231 2.176010 401 M. 175.153 230.11 

Steam Power Generation 
F F K  

Nuclear Power Generation 
FERC 

aCUMSCRIPT1MI Ea.UQB 
517 ornoam SWW 6 EnpMmng 

SWPN 

518 W l e a  Fuel 

SE 

519 C m  sn( W*U 

SWPN W P N  0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 

5 m  ma Euwser 
W P N  SI9PN 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 c 

Nuclear Power Generation 

W&f u 5k 5e mq '2 !w w E I E  

523 Ewhc E4m.I 
S W N  YSPN 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 

524 MSE W1.W &.MU 

SIPRl YSPN 0 0 0 0 0 0 0 0 0 

0 0 0 c, 0 0 0 0 0 

528 Monmoocc ~ y w  d E w m  
SNPPN SWPN 0 0 0 0 0 0 0 0 0 

0 0 c, 0 0 0 0 0 0 

S M  M a n m e  o l  Rorlor f?m 

SWPN SLPPN 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 

WN SWPN o o 0 o o n o o 0 

c, 0 0 0 0 0 c, 0 0 

Hydraulic Power Generation 
FERC 

a EsCnlPrloN &gg-RBll xx4 5k m wn Ex La a' w m!z 

82 3 16.M8 8771 1131 8WI 12 073 2511 1614 034) 1888.637) 12,742,5951 I U 5  358) (127,5561 l H . 5 Y )  

536 W d r  Fer P a r  

YPRI S*PPH 50.156 MS 14.451 4,400 6.379 19.17 3.197 916 183 

02 3 m.156 w 6  14451 4 408 6.379 16 .67  3.1~7 916 183 



Hydraulic Power Generation 
F E K  

&xlDEscnlprlrm F&l!aB 
Y3 Man-. 01 D m  6 WUr*a,'S 

SWFn 

Other Power Generation 
FERC 

a ~ S C R I P T I W  UE5 
559 Man m s r n  6 Emnmng 

W O  

Told 0th" P a r  G.nr*lon 



Other Power Supply 
F F K  

Other Power Supply 
FERC 

a o E s C R l P r l a r  EAclc3 
537 oms U e r  

SG 

SGCT 

SE 

TKO* 

5 0 0 0 0 0 0 0 0 0 

SG d9.571.473 9Y.WO 11,219,808 4.355.184 6.303 016 19.453.M3 3,151,881 W.741 161,111 

SGCT 0 0 0 0 0 0 0 0 0 

SE 0 0 0 0 0 0 0 0 0 

TRm 0 0 0 0 0 0 0 0 0 

826 69 571 113 934 909 11 279,808 a.355 B4 6.303 516 19453 663 3 158 181 W.741 111 111 

7a.l ah-r P a w  Sup* 81 7 1.08.619.89 ZE6.4 2bi.SQ2.211 8q.W.189 1W,417,610 40 lJ3.111 48,%,W 11.61,WU 4,=,416 

l D T U  P R W V C n O H  EXPENSE 1 . m  YB.792 X,293,914 rn,317,S 117.SS8.9?7 261.0m.623 7 W . W . W  R.Tm.363 %,-3,318 8,910,294 

PRODUCTION EXPENSE SUMMARY 
FERC 

aruDEsCnlPrlar &CUE m B P l  L?.m s8 m LYB YLLe Lli IMI YcS EEKC 

Smmm? 01 RDdUCDM mWS* by F h W  

S 1114.W.2921 (€6210.506) IM.050.5951 lrn.DS3.189) 

SG 1.067.070 011 20.124.781 307 385.935 93,751,463 135.678.188 418,75?.9C,2 67.DS7 703 19.475.378 3.898.572 

SE 5P7.036.512 10.975.M 162 819 740 50.8(2.051 83.305.W 233.8M.371 41,046,436 12,39l,e€6 2.K6.553 

W P H  25.~2.679 <71.%7 7.m2.406 2.196.705 3.179.086 1.811.980 1.593.267 48,331 91.348 

TRO* 0 

SGCT C 

DEU 

-;. 
G 

0 

225.23 728 4.247.@3 M.882.3B 10,788.847 38.638.645 88 3ffi 172 14,352,811 4,110,819 822.W2 

W P O  25.15P.MH 474C87 7,X?&W 2,2lO,U7 3,101,984 9.873.3$3 1,603.2Y 450.185 91.911 

T~RWUCDP~ -9. DY F h M  1 835 (48.792 36.P3.PIl '83 327 356 147 938.917 2Y.wO.523 76C 681,088 K M0.361 36.693.318 6.110 191 

TRANSMISSION EXPENSE 

FERC 

OESCRIPIION f&qQ?&f LI c4 Q8 K A  !J Qi KIiJ 
5Mi Warn Sqamum 6 Ewnmno 

W 7  SIP1 3.649.3X 72.598 1.108.858 338,197 489U3 1,510,611 245.234 70.H5 14,061 





595 vanmans. O l L l l u  T n n r I O n m r r  
S 0 2  14 74.317 1.115 43.765 3.888 1.342 16.350 7 . w  0 0 

.%NO ShPD 82 14 0 0 0 0 0 0 0 0 0 

74 317 1.125 43 765 3 888 1342 16 350 7 8.6 0 0 

DISTRIBUTION EXPENSE 
5% vart 01 Saw.( LlplPw 6 S I N  SP 

S 8 2  15 4.769.755 60.785 757.m 141.615 279.989 3.4M a35 69.668 53.036 0 

SnPD y 9 D B l 1 5  38.761 I.M5 I2 915 2WO 3 I67 I5 807 1689 625 0 

4 808.516 61 440 770 223 lU.535 283.155 3 421 161 71.357 54% 0 

CUSTOMER ACCOUNTS EXPENSE 
FEW 

a -&I IQyL c& Lx w* mp Y? w EEx 

W151O.MYcn 
S 8 2  17 1,382,453 39 678 752.224 268.581 496.M3 711.431 12.573 5 5 . W  0 

CN W 8117 8 .3M.M 131 031 2 744 4U €47479 585.883 3 7 a 0 ~  318 191 73.551 C, 

10.688 147 210 7@ 3 536 717 913,059 l.Ml.786 4 117.156 331 161 133.X5 0 

931 Wta Rearm Wnre 
S 02 7 18.118,850 %.I87 5.243.809 l.3Sl.262 1,515,115 8 092.808 1,181,331 217.238 0 

W CN 02 17 77.097 2.145 15 476 6.010 5.438 34,352 1- 683 0 

18 195,9(7 508.332 5 169.285 1363.272 1,520,663 8.127.1W 1.1Y.285 217.921 0 

CUSTOMER ACCOUNTS EXPENSE 
933 CYI1- R.S*DU 6 CakQON 

S 8 2  15 4.978.832 271 188 1.671.877 98.317 210.13 2.105.417 232.301 46.019 0 

W CN 82 19 29,557,181 822 164 9 766 76€ 2.301 168 2 OM.R9 13 l%.R6 1 131 YO 261 885 0 

34,537,113 1053 351 11 138 €43 2652.545 1.295.651 15.361.&73 1,361,541 307,507 0 

T O T ~ U . C U ~ O M E R A C C ~ S E X P E H S E  s , w , o m  2 , 9 n , W  n . w . 6 1  7 , W , m  6.9P.12P s . w 1 , m  3.06.m) W,@ 0 

CUSTOMER ACCOUNTS EXPENSE SUMMARY 
sumay o l  CYI1- Accb Ew BY F M w  

38.139 171 1.31.983 13.776 t63 3.W.404 1.9X 326 14 4 U . m  1.655.033 431,930 0 

CUSTOMER SERVICE EXPENSE 
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92s R~NW c m r s o n  b o w s 8  

S 8232 6.886.788 97.597 1,554,451 393.759 b5Q.936 1852.459 316.595 0 0 

CN CN 8 2 3 1  (1.8321 I511 (6051 (7431 11291 I11171 (701 1161 0 

SO SO B232 145,Wl 3.M1 M.485 11.37 16.526 57.011 8,611 2.613 338 

S t  SG 82 32 2310.W2 43 568 665 456 202.%2 293 729 906 1 6  147,208 42 162 8,110 

SYO951 145 055 3.165 789 608.915 971 062 3 815.226 481 3 3  U.759 8 778 

DMlNlSTRATlVE 8 GENERAL EXPENSE 
929 DupLcde C m p e r  (lnsl9221 

S 0233 0 0 0 0 0 0 0 0 0 

SO SO 8233 (4 707 6W) (127 156) (1 435.312) 1398 M5) (633 2191 (1.839756) l278.8011 1~1,3201 110 OWL 

("07 55W1 1127 1%) ( 7  435 3121 (398,015) (533.219) ( 1  839.756) (276 8011 ( 1  3231 ( 1 0 , m L  

T O T U  MYH¶PA?lVE L GEN EXPENSE 

Srmmo 01 A6G by FdLor 8 so 

T O T U  O W  EXPENSE 

DEPRECIATION EXPENSE 

FERC 

DESCRIPTION ~ n c r o n ~  J,Q!.& M Ge Wn mp E W WY E W  
403SP Stem D.(<eclmm 

DGP SG 33.622.677 637.691 9,743,187 2.871.615 4,Y4.%1 13.273.174 2.155.311 617.307 113.571 

DGU SG 42.021 519 809.13 12.%.I(Y 3.771.032 5.457181 16,813,998 1.735.11 783.372 156615 

SG SG 45 637,381 860 714 13 146 5% 4 009.64 5 807 803 17.SW803 1.W8 189 832 810 1W 738 

03 2 122.381 576 2 308.OS6 35,253,896 ( ( 8  752.295 15 560.W 48 027,076 7 758.623 2.133.6f9 47.125 

4 0 W  NhkaDWrnsPon 

DGP SG 0 0 0 0 0 0 0 0 0 

e o 0 o 0 o o o o 

4 o w  HyUO D.PT.o*~ 

R + ~ . r p r P m # c  DGP SG 5.OW.371 111,280 1.699.693 518.399 750.133 2.315.5X 3 7 5 . m  107.639 11.557 

PlbMaporWh O W  SG 1,071,188 20,221 308.8W 91.21  138.319 4M.766 M.324 19.549 3017 

Port-Mergn PVL S t  SG 6 6 5 . M 5  124.945 l.POB417 582.W M1.363 2599.874 422 167 1M.914 ~ . m  
03 4 13 597,501 256 4 7  3 916.970 1 1 M . M '  1.728.926 5.336 165 866.485 246 171 49 679 

403TP l r a m r 9 o n  D w m a l m  

DGP SG 11,Ml 780 123 334 3 3 1  1.210 1.DM.406 1.~~6.686 4.617.158 73.MY 116,1111 4 3 . W  

DW SG 12.812.138 241.635 3.6M.733 l . lX.659 1.610.(46 5,017,959 816.439 133.838 66.810 

SG SG 21 130.621 398.520 6 0 8 7 . W  1854.510 2,686,761 8.297 4 0  1.346.524 385.661 77.201 

0 B3 7 15 7M,L8 863.4.00 13 186.943 4,022,674 5 821.515 17,967,557 2917.667 835.626 167.275 

DEPRECIATION EXPENSE 

DESCRIPTION pgB u& 5 2  - Mi !W !FIE L I  a' WY % 
403 h m W m  D W W c d o n  @- L I M h L I M R m  3W S 87.2% 15.891 71.125 6.362 %,dl0 1M. Id8 19.060 26.238 0 

SLmetW.5 381 S 682.810 34.W 2 2 6 . m  3 1 . m  126.W Z5.331 13.648 4.323 0 

*em E w W  362 S 13.398.YI 363.752 4.012.120 1.0?~.275 2,467,092 5.016.067 365 679 113.857 0 

PoUI 6  1- 364 S 31 062.483 1.978.856 15.W3.262 3.771.W 1 . 8 7 2 . ~  10,114,010 2.OM~.571 MG.W 0 
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DEPRECIATION EXPENSE 

FERC 

m a E s C R l P r l o N  EatlPB fBuMIw L0.W s4 B we m2 ILi r2.t w.u EFRC 

- 
rota O.prmc\rmon Ea-a 67 FKLor 

AMORTIZATION EXPENSE 
FERC 

A= pESCRlPllCU E & Y Q R ~  X!.T& S4 B WA "P LT W W EEG 

DGP S t  0 0 0 0 0 0 0 0 0 

0d 1 1 L 9  826 35 WO €46 0I16 156 Y 6  396 390 535488 59 434 17.055 1817 

M j p  SG 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 

AMORTIZATION EXPENSE 
ICUIP Pmat 01 LTPk2-I. 1-M. Pls1 

S 2~03.875 17.178 1.3N.867 131.558 116.232 613.578 127.301 8.158 0 

SE SE 0 0 0 0 0 0 0 0 0 

SG SG 2078.192 39.184 598.655 162.507 264.243 8 1 5 . W  132 4% 37,936 7.593 

SO SO 32 788.419 885.931 1 0 , ~ , m  2.773.290 3.115.078 12 818.075 1.W2484 587.482 75.871 

W W  8,356,398 260.257 3.091.633 72e.387 66O.MO 4.173.726 356.44 82 GO1 0 

DGP SG 215.b16 4 . W  62.074 18.932 27.399 LU.565 0 .732  3.933 787 

DC*' SG 24 691 469 7 171 2.187 3 165 1.769 1585 451 1 

04 9 47 077,261 1237 W 15.W.658 3 837.U2 4880117 18 55 .271  2 575 978 8G1.155 LU.302 

405 Amomzmcn " l a w  E M <  Pls1 
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DGP SG 0 0 0 0 0 0 0 0 0 

D W  SG 0 0 0 0 0 0 0 0 0 

86 3 108.276 2 M 2  31 191 9.513 13 767 12492 6 90PI 1 975 396 

SCHEDULE M ADJUSTMENTS 
FERC 

G u O E S C R l P T l P N  €AuQE EAucs IQLS c6 PB YYB me L? IM! YLZY EEBC 

s c w  owusam-Prmanr  

s 
BnDDEBT 

ShP 

DGP 

SE 

SG 

GPS 

so 
TAXDEPRL 

W D  

TOTAL SChEDUE - M nDASlhtENTS 4 ,  (2,659,607) I , ,  i e m e . t r r  I i a 3 6 o r 6 2 )  r r o 1 s . w )  11.81~.3~1) I- 4681 

MTE p0.m S O ~ ~ U  H m m ~ s  n b x n  laem Imme m n r e l a e  r a e  tl~i w e  

M@r Scr*QU M tncras. I d  l n c m  sM W r l o e  rnM.=e tlDi 

STATE INCOME TAXES 

FEDEWL INCOME TAXES - CALCULATION 
FERC 

~3 p m  wlm&f La& Lx B L A  W Ur IPL' Ui EEK 

. - -- . 
DurKI&m Wm?se 374,543,985 11.5L.789 121.787.367 31.760.942 *0.712.770 139.787.137 21 483.662 6.677.83 756.634 

m l * W  EWWm 59.5S5.819 1.413.017 21.221.335 4,652,1181 6.231.Xa 2 1 . ~ . a 5  3.113.585 PSd.OlK, 113.46 

is* m h 1 ; m  121.671.115 3 r85.603 48.365.586 8.177.503 11,858,836 40,873,Ml 6.103.915 1.873.123 242.iVd 

1 m n d  6 DM- l Y V X < w h )  110.192.5631 1276.160) (3.111.Pl7) 1851.665) 11,124,4921 l~.M3.273] l5SW581 (182,2781 121.701) 

Mre R- 6 m a  I744 871) 156.326) 1.M7 510 1271.9741 1926.8681 I1.2%1 4UI I l ~ . 0 7 7 ]  110 8%) 110.7971 

TMU Opnednp WrOM 2 Q69.572.467 67.7W.737 EQ.101.169 H0.382.230 370.451.163 1.I(Y,671.733 161.611.334 55,438,081 8.916.661 



,4z4wa m cuddea la 
4W10 RII 

F l T M C  U n o s X C d  

FIT FIT 1- 

FIT FIT 1- 

FUI# l n c m  le P* B o r n  

TOT& W E P A W  EXPENSES 
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I Function 1 

P A C I F I C O R P  
Labor and Overhead by FERC Account 

SNPPS 

ACCT 

SE 
SNPPS 
SNPPS 
SNPPS 
SNPPS 
SNPPS 
SNPPS 
SNPPS 
SNPPS 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPH 
SNPPO 
SNPPO 
SNPPO 
SNPW 
SNPW 
SNPPO 

SG 
SG 

SNPT 
SNPT 
SNPT 
SNPT 

SG 
SNPT 
SNPT 
SNPT 
SNPT 
SNPD 

UT 
SNPD 
SNPD 

OR 
LJ-r 

WYP 
IDU  
WA 
CA 
OR 

SNPD 
UT 
WA 
I DU 

TITLE 
Overhead 1 

9,136,668 500 OPERATION SUPERVISION AND ENGINEERING 
501 FUEL CONSUMED 
502 STEAM EXPENSES 
505 ELECTRIC MPENSES. 
506 MISCELLANEOUS STEAM POWER EXPENSES 
510 MAINTENANCE SUPERVISION AND ENGINEERING 
5 1  1 MAINTENANCE OF STRUCTURES 
512 MAINTENANCE OF BOILER PLANT 
513 MAINTENANCE OF ELECTRIC PLANT 
514 MAINTENANCE OF MISC STEAM PLANT 
535 OPERATION SUPERVISION AND ENGINEERING 
536 WATER FOR POWER 
537 HYDRAUUC EXPENSES 
539 MISC HYDRAULIC POWER GENERATION EXPENSES 
540 RENTS (HYDRO GENERATION) 
541 MAINTENANCE SUPERVISION AND ENGINEERING 
542 MAINTENANCE OF STRUCTURES 
543 MAINT OF RESERVOIRS, DAMS AND WATERWAYS 
544 MAINTENANCE OF ELECTRIC PLANT 
545 MAINTENANCE OF MISC HYDRAUUC PLANT 
548 GENERATION EXPENSES 
549 MISC OTHER POWER GENERATION MPENSES 

8 551 MAINTENANCE SUPERVISION AND ENGINEERING 
552 MAINTENANCE OF STRUCTURES 
553 MAINT OF GENERATING AND ELECTRIC PLANT 
554 M A I N  OF MISC OTHER POWER GEN PLANT 
556 SYSTEM CONTROL AND LOAD DISPATCHING 
557 OTHER EXPENSES 
560 OPERATION SUPERVISION AND ENGINEERING 
561 LOAD DISPATCHING 
562 STATION EXPENSES (TRANSMISSION) 
563 OVERHEAD LINE MPENSES 
565 SHORT-TERM FIRM WHEEUNG 
566 MISC TRANSMISSION EXPENSES 
570 MAINTENANCE OF STATION EQUIPMENT 
571 MAINTENANCE OF OVERHEAD UNES 
573 MAINTENANCE OF MISC TRANSMISSION PLANT 
580 OPERATION SUPERVISION AND ENGINEERING 
580 OPERATION SUPERVISION AND ENGINEERING 
581 LOAD DISPATCHING 
582 STATION MPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
582 STATION EXPENSES (DISTRIBUTION) 
583 OVERHEAD LINE EXPENSES 
583 OVERHEAD UNE MPENSES 
583 OVERHEAD LINE EXPENSES @ 583 OVERHEAD LINE EXPENSES 
583 OVERHEAD UNE EXPENSES 

Page 1 of 4 



TITLE 

OVERHEAD UNE EXPENSES 
OVERHEAD UNE EXPENSES 
OVERHEAD UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND UNE EXPENSES 
UNDERGROUND LINE EXPENSES 
UNDERGROUND UNE EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
METER EXPENSES 
CUSTOMER INSTALLATIONS EXPENSES 
M I X  DISTRIBUTION EXPENSES 
MISC DISTRIBUTION EXPENSES 
MISC DISTRIBUTION EXPENSES 
M I X  DISTRIBUTION EXPENSES 
M I X  DISTRIBUTION EXPENSES 
M I X  DISTRIBUTION EXPENSES 
M I X  DISTRIBUTION EXPENSES 
M I X  DISTRIBUTION EXPENSES 
RENTS (DISTRIBUTION) 
MAINTENANCE SUPERVISION AND ENGINEERING 
MAINTENANCE SUPERVISION AND ENGINEERING 
MAINTENANCE SUPERVISION AND ENGINEERING 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF STATION EQUIPMENT 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF OVERHEAD LINES 
MAINTENANCE OF OVERHEAD UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 

CA 
WYU 
WYP 
OR 
UT 
CA 

WYP 
WA 

WYU 
I DU 

SNPD 
SNPD 

OR 
UT 
WA 

WYP 
IDU 
CA 

WYU 
SNPD 
SNPD 

UT 
OR 

WYP 
WYU 
WA 
CA 

IDU 
SNPD 

UT 
OR 

SNPD 
SNPD 

OR 
UT 

WYP 
WA 
I DU 
CA 

WYU 
SG 
UT 
OR 

WYP 
IDU 
WA 
CA 

WYU 
SNPD 

UT 
OR 

WYP 
WA 
IDU 
CA 

I Overhead 1 
541,341 
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TITLE 

MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNDERGROUND UNES 
MAINTENANCE OF UNE TRANSFORMERS 
MAINTENANCE OF UNE TRANSFORMERS 
MAINTENANCE OF UNE TRANSFORMERS 
MAINTENANCE OF UNE TRANSFORMERS 
MAINTENANCE OF UNE TRANSFORMERS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINT OF SREET UGHT & SIGNAL SYSTEMS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINT OF STREET LIGHT & SIGNAL SYSTEMS 
MAINT OF STREET UGHT & SIGNAL SYSTEMS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF METERS 
MAINTENANCE OF MISC DISTRIBUTION PLANT 
MAINTENANCE OF MISC DISTRIBUTION PLANT 
MAINTENANCE OF MISC DISTRIBUTION PLANT 
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Revenue Lag 

This section of the report explains how the Revenue Lag was computed for the 

2003 Lead-Lag Study. As shown on exhibit 2.1.1 the Total Company Revenue Lag was 

calculated as 43.34 days. Lags were computed for Sales to Ultimate Customers 

(including General Revenue and Special Contracts), Forfeited Discounts, Miscellaneous 

Service Revenue, Rent from Electric Property, Other Electric Revenue, and Sales for 

Resale. The following is an explanation of how each of the separate components of the 

revenue lag was computed. Information from the state of Wyoming is provided as an 

example in the attached exhibits. The same process that is documented for Wyoming 

was followed for each jurisdiction. 

The basic sources for detailed data used to calculate the revenue lag are the 

Customer Service System (CSS), SAP accounting system (SAP) and the Revenue 

Reporting System (RVN). Revenue classes reported from these systems, which are 

detailed in this study, correspond to FERC Operating Revenue accounts. The Revenue 

Amounts shown on the summarized Total Company and Jurisdictional lag calculation 

sheets (exhibits 2.1.1 through 2.8.2) come from the Company's March 2003 Unadjusted 

Results of Operations which is included at exhibit 2.9.3. As explained in the Overview 

section of this report, the remaining information on the Total Company report is derived 

from combining information from the seven jurisdictions. Wyoming information comes 

from exhibits 2.5.1 and 2.5.2. 

Exhibit 3.1.1 shows the Wyoming Combined Jurisdictional revenue amounts 

with the associated lag amounts that feed to exhibit 2.5.2. General business revenue lag 
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amounts come from the amounts shown for Wyoming (both Wyoming PPL and UPL 

jurisdictions) on the March 2003 Unadjusted Results of Operations Report (exhibit 2.9.3). 

The special contract amounts come fiom exhibit 3.10.1 - PacifiCorp Special Contract 

Customers, The Forfeited Discount and Interest, Miscellaneous Service Revenue, Rent 

from Electric Property, Other Electric Revenue and Sales for Resale come fiom the 

March 2003 Unadjusted Results of Operations (2.9.3). It can be seen that the revenues on 

page 3.1.1 are consistent with both the Wyoming Jurisdiction lag calculation sheet (2.5.2) 

and the Wyoming jurisdictions Results of Operations. For example, the Sales to Ultimate 

Customers of $305,999,397 on 3.1.1 is the sum of the General Business Revenues for 

WY-PPL of $259,633,798 and WY-UPL of $46,365,599 in the Unadjusted Results of 

Operations in exhibit 2.9.3. Likewise, Forfeited Discounts and Interest for Wyoming of 

t $417,086 on 3.1.1 comes from the Wyoming amounts $353,937 and $63,869 for WY- 

PPL and WY-UPL respectively in exhibit 2.9.3-2 account 450 Forfeited Discounts and 

Interest. The development of the Lag Days on the lag calculation sheets is explained in 

detail in the remainder of this section. 

General Business Revenue Lag; 

The General Business Revenue Lag was computed by subdividing the lag into 

three components: Service Lag, Billing Lag and Collection Lag (see exhibit 3.2.1). 

General Business Revenue Customers include the revenue categories of Residential 

Sales, Commercial Sales, Industrial Sales, Public Street and Highway Lighting, and 

Other Sales to Public Authorities. Collectively, these categories are referred to as Sales 

to Ultimate Customers. Special Contract Industrial Customers are calculated separately; 

therefore the special contracts are not included in the General Business Revenue lag 
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calculation. 

Service Lag 

The service lag is the time period beginning when the customer starts receiving 

service for a billing cycle and ending when the customer's meter is read, which begins 

the next service period. The Service Lag equals the total number of days in the year 

(365), divided by the number of billing periods per year (12), divided by two, to arrive at 

the midpoint for each service period. This calculation would not change if the meter 

reading date fluctuated fiom month-to-month, since any shortage of days from one month 

would be reflected as an increase in days for the following month. The average Service 

Lag is therefore 15.2 days for General Business customers. This is the amount shown in 

the Service Lag column of exhibit 3.2.1. 

Billinn Lag 

The Billing Lag is the period ,beginning when the meter is read and ending when 

the invoice is processed in CSS. This lag was calculated using extracts obtained fiom 

CSS. Because there are millions of CSS records that must be evaluated each month, we 

based our analysis of the March 2003 Billing Lag on a three-month sample incorporating 

CSS billing data for metered usage in each jurisdiction during the months of July and 

November of 2002 and February of 2003. Since it is impractical to extract all twelve 

months, we took a representative sample consisting of a summer, winter and fall (similar 

to spring) month. The CSS extract includes regular bills (noted as "In Period") and 

adjustments, both positive and negative. Special Contract customer data and taxes 

included on the bills were identified on the extract so that we could exclude them fiom 
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our lag calculations for the General Business customers. Using this data, we have , 

calculated a Billing Lag of 6.83 days for the state of Wyoming, as summarized on exhibit 

3.3.1. 

The amounts shown on exhibit 3.3.1 come from the Billing Lag Calculation 

exhibit 3.4.1. Exhibit 3.4.1 presents billing data by month and by Revenue Class. 

Referring to the top part of this exhibit, Wyoming information for the month of February 

is presented in five sections. The first section with a heading designated "WY FEB IN- 

PERIOD" identifies the Invoice Amount (Invoice Amt), Dollardays ($Days) and Lag 

Days associated with revenues from February regular bills for the state of Wyoming. The 

next section presents the same type of information for "OUT-PERIOD" bills. These bills 

include February bills that relate to a meter read in a previous month. Section 3 identifies 

a the In-Period and Out-Period OFFSETS, which are mostly cancelled billings. The 

Invoice Amount column of Section 4 is the result of the In-Period OFFSETS being 

subtracted from the In-Period Invoice Amount in the first section. The Invoice Amount 

in Section 5 has this same relationship to the Invoice Amount in Section 2. The process 

of subtracting the OFFSETS from the Invoice Amounts weights the Lag Days 

appropriately as both the In-Period and Out-Period bills are net of offsets. In Section 4 

and Section 5, the Lag Days brought forward from Section 1 and Section 2, respectively, 

are multiplied by the adjusted Invoice Amounts to calculate the adjusted $Days for both 

In-Period and Out-Period billings. The sum of the adjusted $Days $155,908,452 is 

divided by the sum of the adjusted Invoice Amts $24,497,804 to yield the adjusted Lag 

Days for the month of February of 6.36 days. The OFFSET section (Section 3) and the 

Amounts shown in the columns of Invoice Amt, $Days and Lag Days in Section 1 and 
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Section 2 are generated from the Billing Lag Detail exhibits (3.5.1 and 3.5.2), which are 

discussed in the following paragraph. 

The Billing Lag Detail exhibits, 3.5.1 and 3.5.2, present an Invoice detail report 

and an Offset detail report, respectively, for the month of February for the state of 

Wyoming. Because of the high volume of data, only the first and last page of the Invoice 

detail report (3.5.1) and the last page of the Offset detail report (3.5.2) are printed. A 

summary is provided at the bottom of each exhibit that accumulates the In-Period 

transactions and Out-of-Period transactions included in each report. These summarized 

amounts are carried forward to exhibit 3.4.1. Referring to the column headings on 

exhibit 3.5.1, the Lag (Days) are calculated for each record by finding the difference 

between the Invoice Date and the Read Date. The Lag amount is multiplied by the 

amount of Electric Revenue Billed to determine the Dollardays ($Days), which is shown 

in the far right column. The sum of the $Days is divided by the sum of Electric Revenue 

Billed to calculate the weighted Billing Lag of 6.69 days for Wyoming General Business 

customers in February. This is the amount of Billing Lag Days relating to customer 

invoices before reflecting the OFFSETS that are derived from exhibit 3.5.2. As can be 

seen in the totals sections on pages 3.5.1-2 and 3.5.2, the totals exclude special contracts. 

The special contract customers were not included in the extracts and their lags are 

calculated separately in a later part of the study. 

The layout for exhibit 3.5.2 is the same as for exhibit 3.5.1. These OFFSETS are 

summarized as In-Period or Out-of-Period and are incorporated into the Billing Lag 

calculation as described previously for exhibit 3.4.1. The Summary shown at the bottom 

of the last page of the Wyoming offset detail for February documents that all offsets 
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related to the Revenue Classes containing metered usage ($1,370,894) are included in the 

calculation performed on exhibit 3.4.1. 

Collection Lag 

The Collection Lag is the time interval from the invoice date until the customer 

pays for the service. The Collection Lag calculation is by far the most complex process 

in the study. There is no automated reporting process within CSS to track payments 

against specific bills. The payment patterns of some customers when paying only partial 

bills, multiple bills or combining payments for multiple agreements renders a logical 

programming approach to tracking the Collection Lag on specific agreements extremely 

difficult, if not impossible. 

Therefore, we have developed another process for determining the Collection 

Lag. Using this process, the Collection Lag is calculated by summing the daily accounts 

receivable balances for the year and dividing by the total revenues for the same period. 

This yields an average age of the revenues in customer accounts receivable, or in other 

words the Collection Lag. 

The Collection Lag for General Business Revenues is shown on exhibit 3.6.1, for 

the state of Wyoming. The General Business Revenue Collection Lag also includes the 

revenue categories of Forfeited Discounts and Interest, Miscellaneous Service Revenues, 

and Rent from Electric Property. A series of calculation sheets are the source documents 

that feed exhibit 3.6.1. 
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Daily Accounts Receivable 

Development of the Collection Lag begins with identifying the daily customer 

accounts receivable balances. Daily accounts receivable balances for the Total Company 

can be obtained by extracting the daily activity for each accounts receivable General 

Ledger account from SAP, the company's accounting system. Each day's activity is 

added to the previous days balance to come up with a daily balance. Zero activity is 

input for those days with no activity due to holidays and weekends and the previous days 

balance is carried forward to the next day with activity. Exhibit 3.7.5 shows the 

components of the total company accounts receivable for April 2002. These daily 

balances are carried forward to exhibit 3.7.3 where the previous day's balance is camed 

forward to fill in holidays and weekends, and the sum of the daily balances for the month 

is calculated. 

Because the associated state-level detail was not available to be analyzed 

electronically, we allocated the actual Total Company daily accounts receivable balances 

from the SAP system Report to the various states. This was done according to the ratio 

of the actual beginning and ending monthly state balances, which were available from a 

monthly accounts receivable Aging Report generated from CSS. The compilation of the 

s m  of the daily accounts receivable balances by state and month is shown on exhibit 

3.7.1. A small amount of the accounts receivable total is unassignable to any particular 

state, this amount is allocated to the states based on the total assignable amounts. This 

can be seen at the bottom of 3.7.1. 

The procedure to develop the allocation of the monthly Total Company sum of 

the daily accounts receivable balances to the states, shown on exhibit 3.7.2, is explained 
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below. On page 4 of exhibit 3.7.2, note the Beginning AIR Balance for Wyoming in May 
' 

of $14,201,691. It and the Ending A/R Balance of $14,724,269 come from the Aging 

Report (exhibit 3.7.4). The Average AIR on exhibit 3.7.2, page 4, is simply the average 

of the beginning and ending May balances. The Daily Adjust(ment) Factor is calculated 

at the Total Company level. It is the ratio between the BegimingJEnding Average A42 

(Total Company column on the Aging Report - exhibit 3.7.4), and the Calculated Daily 

A/R at the Total Company level. The Calculated Daily A/R comes from exhibit 3.7.3, 

page 1, for the month of May in the amount of $150,551,033. Dividing this number by 

the Total Company Average A/R of $146,923,981 yields the monthly ratio of 

1.024686593, which is then applied to each state. This process allocates the actual Total 

Company Calculated Daily A/R average balance to each jurisdiction. 

The calculation described above accounts for a conflicting adjustment that must 

be incorporated into the calculation. Exhibit 3.7.3 shows that the Total Company Daily 

A/R Balances typically increases during the month before falling towards month end. So, 

an average of the beginning and ending balances understates the sum of the actual daily 

balances. 

Referring again to page 4 of exhibit 3.7.2, it can be seen that the monthly ratio 

explained above is applied to each state, which yields the Calculated Daily A/R for May 

in Wyoming of $14,820,022. This adjusted daily average amount is multiplied by the 

number of days in the month (31) to obtain the Calculated Sum of Daily A/R for the 

month. This amount of $459,420,668 is carried forward to exhibit 3.7.1. When added to 

the other months' calculated balances, along with an allocation of the minor unassigned 

amounts in the Aging Report month end balances, the annual sum of the Daily AIR 
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Balances for the state of Wyoming is calculated as $5,910,714,087. This is the amount 

carried forward to the State of Wyoming Calculation Lag worksheet on exhibit 3.6.1. 

Revenues 

Next, the total electric revenues applicable to the customer accounts receivable 

must be determined. Total electric revenues by state are obtained from RVN Reports 

305A and 310F after adjusting them to reflect only the appropriate revenue classes. A 

copy of the March 2003 RVN Report 3 1 OF for Wyoming is provided as exhibit 3.8.2. A 

breakdown of the Wyoming "Other" Electric Revenue amount of $4,601,222 from 

Revenue Report 310F is presented on exhibit 3.8.3 with the detail being provided by 

RVN Report 305F, a sample of which is included as exhibit 3.8.4. The revenues used in 

the calculation of the General Business Collection Lag are tallied on exhibit 3.8.1. The 

t Wyoming total revenue that is related to customer accounts receivable is $306,933,199. 

This amount is transferred to exhibit 3.6.1 in the Total Electric Revenue column. 

Tax Adjustment 

On exhibit 3.6.1 an adjustment is made for the effects of sales taxes and other 

taxes for the states in which the Company bills these taxes directly on the customer bill 

each month. This adjustment is necessary because the daily accounts receivable balances 

in most states also include amounts owed for saIes and other taxes. Therefore these taxes 

are added to revenues. The tax data for each month was taken from RVN Report 308C. 

This data was used to produce exhibit 3.9.1. Pages 4 and 8 of this exhibit show the 

calculated total tax amount for Wyoming - UPL and Wyoming - PPL of $835,841 and 

$7,671,396 respectively. The summation of these amounts, $8,507,237, is carried 
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forward to exhibit 3.6.1 as "Sales and Other Taxes" and is added to the electric revenue 

amount to compute a more accurate Collection Lag. 

Exhibit 3.9.2 is an example of the 308C report for Wyoming-UPL for the period 

of March 2003. As can be seen at the bottom of the exhibit, the totals amounts of 

$75,068 and $2,875 for Sales Tax and Other Taxes respectively are the same as those for 

Wyoming-UPL for March 2003 on 3.9.1 page 4. 

Special Contract Adjustment 

The Collection Lag calculation (3.6.1) then excludes the revenues and receivables 

for the Special Contract customers. These accounts are removed from the General 

Business Revenues. The collection lags on these accounts are calculated separately. The 

Special Contract customers have their revenues and associated accounts receivable 

balances removed in the amounts summarized on exhibit 3.10.1. The Accounts 

Receivable amounts for the Special Contract customers come from exhibit 3.10.4. See 

the sum of the Daily AIR balances for 12 months ending March 2003 for Wyoming 

Customer B on page 8 of that exhibit. More information about the source of these 

Accounts Receivable amounts as well as information regarding the calculation of the 

Special Contract revenue amounts is explained later in this report in the Special Contract 

Customer section. 

Unbilled and Journal Voucher Revenue Adjustment 

The final adjustment needed for the General Revenue Collection Lag calculation 

is the exclusion of the Unbilled Revenue amounts and other revenue amounts generated 

on Journal Vouchers. These items are included in electric revenues, but are not included 
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in the CSS accounts receivable numbers. The amount of annual unbilled revenue by state 

is presented as exhibit 3.1 1 . l .  The amounts on this exhibit were obtained fiom the RVN 

305F report, portions of which are shown as exhibits 3.1 1.2 and 3.1 1.3, where Total 

Company and Wyoming - PPL Residential Unbilled Revenue for Fiscal Year-to-Date 

March 2003 is noted. The "Subtotal AIR Related" credit of $2,210,000 is the amount of 

this adjustment for Wyoming. 

Likewise, BPA Balancing Account Journal Vouchers are excluded to enable the 

calculation of a more accurate lag. Exhibit 3.1 2.1 shows the amount of these adjustments 

for the State of Oregon. The subtotal amount of ($5,173,827) is the amount that relates to 

General Business Revenue customers. This information was also obtained from the RVN 

305F report. Exhibit 3.12.2 shows the residential amount in 3.12.1. BPA balancing 

account entries only exist for the Oregon, Idaho and Washington jurisdictions. The totals 

of both the Unbilled Revenue and the Journal Voucher entries (for Oregon, Idaho and 

Washington) are carried forward as adjustments to Total Electric Revenue on exhibit 

3.6.1. This provides the final component of the General Business Revenue Collection 

Lag calculation. The calculated Combined Wyoming Collection Lag of 18.86 days is 

transferred to exhibit 3.2.1. 

Special Contract Customers 

A separate lag was computed for special contract customers. Reference has 

previously been made to exhibit 3.10.1, which shows the sum of the 12 months ending 

March 2003 Accounts Receivable and Electric Revenue amounts for each of these 

customers. The calculation of the Service Lag, Billing Lag, and Collection Lag for each 

s jurisdiction for the Special Contract customers is shown on exhibit 3.10.2. On this 
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exhibit, the CSS Billing Amount and the Dollardays amounts in the columns of Service, 

Billing, and Payment are summed for each jurisdiction. For example, Wyoming Lag 

Days is the lag for special contracts in Wyoming. The LAG DAYS are calculated by 

dividing the DoIlarday totals by the Total CSS Billing Amount. The Dollardays amounts 

on exhibit 3.10.2 come from the individual calculation sheets for each of the 11 Special 

Contract customers, an example of which is presented as exhibit 3.10.3, which shows 

detailed Customer Service System billing information for Wyoming "Customer B". The 

data for this exhibit was obtained from CSS online screens as explained below. 

From the CSS customer account information described above, the Lag 

Days and Dollardays on exhibit 3.10.3 are calculated. The Dollardays calculation is the 

product of the monthly lag days times the revenues for that month. This calculation is 

used to weight the lag days. The weighted average TOTAL Lag Days are then calculated 

by dividing the sum of the monthly Dollardays for a lag category by the sum of the 

annual monthly Billing Amounts. A detailed example of these calculations is provided in 

the following paragraph using the Billing Lag calculation of 8.23 days for Wyoming 

"Customer B" as shown on exhibit 3.10.3. 

The bottom line of the "Customer B" exhibit (3.10.3) shows an Ending Service 

Date of 2/28/2003 and a Billing Date (Invoice Date) of 3/07/2003. The Bill(ing) Lag 

Days column shows 7 days, which is the difference between the Billing Date and the 

Ending Service Date. The associated Billing Amount of $923,832 is multiplied by the 7- 

day Billing Lag to calculate the Billing Dollardays amount of $6,466,824. Each Lag Day 

and Dollarday column is derived using this same calcuIation procedure. The TOTAL 

Dollardays are carried forward to exhibit 3.10.2 where the weighted Lag Days for all 
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Special Contract customers in each jurisdiction is calculated. These amounts are then 

transferred to exhibit 3.2.1. 

A copy of the screen print of CSS screens JCBI and JUSM are provided as 

exhibits 3.10.5 and 3.10.6 respectively. The JCBI is the source of the Accounts 

Receivable data in 3.10.4. Exhibit 3.10.6 is a screen print of the JUSM screen and is the 

source for the billing amounts on exhibit 3.10.3. For example, the 12/30/2002 billing 

amount (From 11/27/02 to 12/30/02) of $1,025,892 on 3.10.6 is what is used for the 

period ending 12/30/2002 on 3.10.3. Exhibit 3.10.4 shows data for two of the Special 

Contract customers, including Wyoming "Customer B", as well as the total for all 11 

Special Contract customers. This information is carried forward to exhibit 3.10.1 as 

explained previously. 

Sales for Resale and Wheeling (Other Electric Revenue) 

Sales for Resale and Wheeling represent system revenues, so their Lag Days are 

identified at the Total Company level. The Commercial and Trading Back Office 

calculated the Lag Days for these revenue categories. This calculation incorporates all 

energy transactions for 12 months ending March 2003 posted to Account 142.41, Power 

Sales Receivable. Each payment received was analyzed through an automated process 

that tracks the average lag in payment received from the mid-point of the service period 

until payment is received. The individual lags are then weighted to develop a weighted 

average Revenue Lag for these accounts. Exhibit 3.13.1 is from the C&T Back Office 

file that performs the calculations. It shows the first and last pages of the file. The 

weighted average of 38.98 days is transferred to exhibit 3.2.1. Due to netting agreements 

the Amounts on 3.1.1 and the summary sheets on 2.1.2 - 2.8.2 for Sales for Resale come 



Revenue Lag Page 3.0.14 

from the Unadjusted Results of Operations on page 2.9.3. A more detailed description of 

the netting agreements is provided in the expense lag section. 

Forfeited Discounts (and Interest) 

Miscellaneous Service Revenues 

Rent from Electric Property 

The Collection Lag for these accounts is included in the calculation of the 

Collection Lag for the General Business Revenue customers so the lag would be the same 

lag as that calculated for those customers. See exhibit 3.6.1 for the state of Wyoming. 

This lag is transferred to exhibit 3.2.1, which summarizes the Revenue Lag components 

for the Wyoming jurisdiction. Typical charges in these accounts would include late 

payment fees, miscellaneous connection fees, temporary service loop rental, etc. Given 

the nature of these accounts, there is no Service Lag or Billing Lag associated with them, 

because they do not reflect metered usage. Therefore, there is no service period 

information in CSS to use in calculating either of these lags. What Service Lag or Billing 

Lag there might be on some items in these accounts would be immaterial to the overall 

Revenue Lag calculation. 



P A C I F I C O R P  
March 2003 Revenue Lag 

Wyoming Combined 

Description Lag Do,lam Days 
Amount (2) (3) 

TOTAL ELECTRIC REVENUE LAG 

General Business Revenues 

Special Contracts 

Forfeited Discounts 8 Interest 
Miscellaneous Service Revenue 

Rent of Electric Property 
Other Electric Revenue 
Sales for Resale 

Notes: 

(1 1 
(2) 
(3) 

Does not include Interdepartmental Revenue 
See exhibit 3.1.2 
See exhibit 3.2.1 





STATE OF WYOMING 
General Business Billing Lag Summary 

For 12 Months Ending March 31,2003 

LAG 
'Nvo'CE DOLLARDAYS DAYS MONTH YEAR AMOUNT 

July 2002 23,363,611 187,591,989 8.03 

November 2002 24,069,138 148,080,765 6.15 

February 2003 24,497,804 155,908,453 6.36 

TOTAL BILLING LAG 71,930,553 491,581,207 6.83 

? 
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STATE OF WYOMING 
General Business Billing Lag Detail - Offsets 

For he Mnh d February 2003 

evenue Status of Type of lnvolce lnvoice Accounting Account~ng 
State Class Invoice Billing Year Period Year Period Invoice Date Read Date Billing Lag Bill Amount Dollar Days Inlout Period 

WY RES 0 P 2003 2 2003 8 8/12/2003 2/26/2003 167 -18.2 (3,039) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/15/2003 2/6/2003 190 -8.05 (1,530) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/15/2003 2/13/2003 183 -72.98 (13.355) OUTPERIOD 
WY RES 0 P 2003 2 2003 8 8/18/2003 211112003 188 -117.58 (22,105) OUTPERIOD 
WY RES 0 P 2003 2 2003 8 8/18/2003 2/13/2003 186 -72.98 (13,574) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/19/2003 2/11/2003 189 -58.04 (10,970) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/22/2003 2/20/2003 183 0 .14  (26) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/22/2003 2/24/2003 179 -89.29 (15.983) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/25/2003 2/17/2003 189 -62.72 (1 1,854) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 B/27/2003 2/26/2003 182 -19.11 (3.478) OUT-PERIOD 
WY RES 0 P 2003 2 2003 8 8/29/2003 1/31/2003 210 -7.97 (1,674) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/4/2003 2/26/2003 190 -133.76 (25,414) OUTPERIOD 
WY RES 0 P 2003 2 2003 9 9/5/2003 2/26/2003 191 -65.19 (12,451) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/8/2003 2/3/2003 217 -69.09 (14.993) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/9/2003 2/6/2003 215 -0.67 (144) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/10/2003 2/4/2003 218 -207.78 (45,296) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 911 1/2003 2/4/2003 219 -102.27 (22.397) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 911 112003 2/6/2003 217 -97.93 (21.251) OUTPERIOD 
WY RES 0 P 2003 2 2003 9 911 1/2003 2/7/2003 216 -67.54 (14.589) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/12/2003 2/11/2003 213 -235.23 (50,104) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/16/2003 2/13/2003 215 -12.76 (2,743) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/19/2003 2/13/2003 218 4 . 5 1  (9,703) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/23/2003 2/18/2003 217 -8 (1,736) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/24/2003 2/4/2003 232 -8 (1.856) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/25/2003 2/5/2003 232 -67.83 (15,737) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/25/2003 212112003 216 -16.52 (3.568) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/26/2003 2/25/2003 213 0 - OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/30/2003 1/29/2003 244 -52.02 (12.693) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 9/30/2003 2/26/2003 216 -9.53 (2,058) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 10/3/2003 2/3/2003 242 -8.07 (1,953) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 10/7/2003 2/72/2033 237 -15.46 (3.664) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 10/8/2003 2/6/2003 244 -63.87 (15.584) OUT-PERIOD 
WY RES 0 P 2003 2 2003 9 10/8/2003 2/7/2003 243 -32.16 (7,815) OUT-PERIOD 
WY RES 0 P 2003 2 2003 10 10/9/2003 2/7/2003 244 -11.17 (2.725) OUTPERIOD 
WY RES 0 P 2003 2 2003 10 10H0/2003 2/6/2003 246 -1 1.07 (2,723) OUT-PERIOD 

SUMMARY 
COM (151.637) OUT-PERIOD 
IND (286,803) OUT-PERIOD 
IRG (12) OUT-PERIOD 
OSP OUT-PERIOD 
PSH (32) OUT-PERIOD 
IRES (88,169) OUT-PERIOD 
TOTAL OUT-PERIOD (526.652) To 3.cl. 1 

~ C O M  (26,421) . IN-PERIOD - - 
IND (784,028) IN-PERIOD 
IRG (39) IN-PERIOD 
OSP IN-PERIOD 
PSH IN-PERIOD 
PES (33.756) IN-PERIOD 
TOTAL IN-PERIOD (844.243) --+ )b 2 .q. I 



STATE OF WYOMING 
General Business Revenue Collection Lag 

For the 12 Months Ending March 31, 2003 

Sum of Daily CSS Total Sales & Total 
Balances Customer Electric Other Revenue 
Accounts Receivable Revenue Taxes & Taxes 

STATE TOTALS 

Less Large Customers: 
Special Contracts: 

WY Customer A 
WY Customer B 
WY Customer C 

Unbilled Revenue 

NET 5,694,985,976 301,993,362 

Collection Lag Days - 2003 





Sum of Daily Customer Accounts Receivable Balances by Month 
For 12 Month Ending March 31, 2003 

Total - 
MonthlDescri~tion Company California Idaho Oreaon 

April 
Beginning AIR Balance ' 155,403,234 4,463,866 3,778,433 52,818,201 
Ending AIR Balance 147,831,579 3,726,670 2,977,806 50,086,905 
Average AIR 151,617,407 4,095,268 3,378,119 51,452,553 
Daily Adjust. Factor 1.046318178 1.046318178 1.046318178 1.046318178 
Calculated Daily AIR 158,640,049 4,284,953 3,534,588 53,835,742 
Days in Month 30 30 30 30 
Calc. Sum of Daily AIR 4,759,201,465 128,548,598 106,037,634 1,615,072,259 

May 
Beginning AIR Balance 
Ending AIR Balance 

C,lcul~d Average AIR 
@ = -Daily Adjust. Factor 
a y ~ g  Calculated Daily AIR 

Days in Month 
Calc. Sum of Daily AIR 

June 
Beginning AIR Balance 
Ending AIR Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily AIR 

July 
Beginning AIR Balance 158,076,264 4,290,245 4,984,778 47,933,903 
Ending AIR Balance 167,318,513 4,627,626 7,557,233 46,428,675 
Average AIR 162,697,389 4,458,936 6,271,005 47,181,289 
Daily Adjust. Factor 1.03301 6752 1.033016752 1.033016752 1.033016752 
Calculated Daily AIR 168,069,128 4,606,155 6,478,054 48,739,062 
Days in Month 3 1 31 31 3 1 
Calc. Sum of Daily AIR 5,210,142,976 142,790,819 200,819,665 1,510,910,922 
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3 a 1 . 3 - 3  
PAC1 FlCORP 

Sum of Daily Customer Accounts Receivable Balances by Month 
For 12 Month Ending March 31,2003 

Total - 
MonthlDescription Company California Idaho Orenon 

August 
Beginning AIR Balance 167,318,513 4,627,626 7,557,233 46,428,675 
Ending AIR Balance 181,256,870 4,872,343 9,666,244 47,326,573 
Average AIR 174,287,692 4,749,985 8,611,738 46,877,624 
Daily Adjust. Factor 1,048175912 1.048175912 1.048175912 1.048175912 
Calculated Daily AIR 182,684,160 4,978,820 9,026,617 49,135,996 
Days in Month 31 31 31 31 
Calc. Sum of Daily AIR 5,663,208,971 154,343,415 279,825,117 1,523,215,877 

September 
Beginning AIR Balance 
Ending A/R Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
~ a i c .  Sum of Daily AIR 

October 
Beginning AIR Balance 
Ending A/R Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily AIR 

November 
Beginning AIR Balance 164,121,950 4,050,835 6,980,713 46,293,296 
Ending AIR Balance 156,878,160 4,639,829 4,573,751 47,231,485 
Average AIR 160,500,055 4,345,332 5,777,232 46,762,391 
Daily Adjust. Factor 0.999635349 0.999635349 0.999635349 0.999635349 
Calculated Daily AIR 160,44 1,528 4,343,747 5,775,125 46,745,339 
Days in Month 30 30 30 30 
Calc. Sum of Daily AIR 4,813,245,850 130,312,423 173,253,750 1,402,360,160 
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PAClFlCORP 
Sum of Daily Customer Accounts Receivable Balances by Month 

For 12 Month Ending March 31, 2003 

Total - 
Companv California - Idaho Oregon 

December 
Beginning AIR Balance 156,878,160 4,639,829 4,573,751 47,231,485 
Ending AIR Balance 172,912,315 4,752,749 3,865,102 54,367,421 
Average A/R 164,895,238 4,696,289 4,219,426 50,799,453 
Daily Adjust. Factor 1.053987596 1.053987596 1.053987596 1.053987596 
Calculated Daily AIR 173,797,535 4,949,830 4,447,223 53,541,993 
Days in Month 31 31 3 1 3 1 
Calc. Sum of Daily AIR 5,387,723,592 153,444,742 137,863,919 1,659,801,787 

January 
Beginning AIR Balance 172,912,315 4,752,749 3,865,102 54,367,421 
Ending AIR Balance 176,177,909 4,945,332 3,192,356 57,673,549 
Average AIR 174,545,112 4,849,041 3,528,729 56,020,485 
Daily Adjust. Factor 1.055953778 1.055953778 1.055953778 1.055953778 
Calculated Daily AIR 184,311,570 5,120,363 3,726,175 59,155,043 
Days in Month 31 31 3 1 3 1 
Calc. Sum of Daily AIR 5,713,658,677 158,731,244 115,511,421 1,833,806,324 

February 
Beginning AIR Balance 176,177,909 4,945,332 3,192,356 57,673,549 
Ending AIR Balance 170,633,202 4,487,952 3,123,354 53,552,895 
Average AIR 173,405,556 4,716,642 3,157,855 55,613,222 
Daily Adjust. Factor 1.028753164 1.028753164 1.028753164 1.028753164 
Calculated Daily AIR 178,391,514 4,852,261 3,248,653 57,212,278 
Days in Month 2 8 28 28 2 8 
Calc. Sum of Daily AIR 4,994,962,388 135,863,295 90,962,283 1,601,943,789 

March 
Beginning AIR Balance 170,633,202 4,487,952 3,123,354 53,552,895 
Ending AIR Balance 151,611,151 3,816,448 2,950,321 50,230,288 
Average AIR 161,122,177 4,152,200 3,036,837 51,891,591 
Daily Adjust. Factor 1.058068810 1.058068810 1.058068810 1.058068810 
Calculated Daily AIR 170,478,350 4,393,313 3,213,183 54,904,874 
Days in Month 3 1 31 31 31 
Calc. Sum of Daily AIR 5,284,828,848 136,192,711 99,608,673 1,702,051,102 

Sum 13 Months Balances 
Annual Sum Daily Bal's. 
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PAClFlCORP 
Sum of Daily Customer Accounts Receivable Balances by Month 

For 12 Month Ending March 31, 2003 

April 
Beginning AIR Balance 
Ending AIR Balance 
Average N R  
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily N R  

M aY 
Beginning AIR Balance 
Ending AIR Balance 
Average N R  
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily N R  

June 
Beginning AIR Balance 
Ending AIR Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily N R  

July 
Beginning AIR Balance 
Ending A/R Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily N R  

Utah - Washington Wyoming Unassigned 
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PAClFlCORP 
Sum of Daily Customer Accounts Receivable Balances by Month 

For 12 Month Ending March 31, 2003 

August 
Beginning N R  Balance ' 
Ending N R  Balance 
Average N R  
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily AIR 

September 
Beginning AIR Balance 
Ending N R  Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily AIR 

October 
Beginning AIR Balance 
Ending AIR Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily AIR 
Days in Month 
Calc. Sum of Daily AIR 

November 
Beginning AIR Balance 
Ending AIR Balance 
Average AIR 
Daily Adjust. Factor 
Calculated Daily N R  
Days in Month 
Calc. Sum of Daily AIR 

Utah - Washinqton Wyoming Unassigned 
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PACIFICORP 
Sum of Daily Customer Accounts Receivable Balances by Month 

For 12 Month Ending March 31, 2003 

MonthlDescription - Utah Washinqton Wyoming Unassinned 

December 
Beginning AIR Balance 72,548,776 12,790,994 15,093,326 0 
Ending AIR Balance 78,795,929 13,347,866 17,783,248 0 
Average AIR 75,672,352 13,069,430 16,438,287 
Daily Adjust. Factor 1.053987596 1.053987596 1.053987596 1.053987596 
Calculated Daily AIR 79,757,721 13,775,017 17,325,751 0 
Days in Month 31 31 31 31 
Calc. Sum of Daily AIR 2,472,489,346 427,025,527 537,098,272 0 

January 
Beginning AIR Balance 78,795,929 13,347,866 17,783,248 0 
Ending AIR Balance 79,690,513 13,249,064 17,427,095 0 
Average AIR 79,243,221 13,298,465 17,605,171 
Daily Adjust. Factor 1.055953778 1.055953778 1.055953778 1.055953778 
Calculated Daily AIR 83,677,179 14,042,564 18,590,247 0 
Days in Month 31 31 31 31 
Calc. Sum of Daily AIR 2,593,992,541 435,319,493 576,297,656 0 

February 
Beginning AIR Balance 79,690,513 13,249,064 17,427,095 0 
Ending AIR Balance 80,426,976 12,906,427 16,131,078 4,520 
Average AIR 80,058,745 13,077,745 16,779,086 2,260 
Daily Adjust. Factor 1.028753164 1.028753164 1.028753164 1.028753164 
Calculated Daily AIR 82,360,687 13,453,772 17,261,538 2,325 
Days in Month 2 8 28 28 28 
Calc. Sum of Daily AIR 2,306,099,233 376,705,612 483,323,071 65,106 

March 
Beginning AIR Balance 80,426,976 12,906,427 16,131,078 4,520 
Ending AIR Balance 69,156,028 11,502,243 13,951,303 4,520 
Average AIR 74,791,502 12,204,335 15,041,191 4,520 
Daily Adjust. Factor 1.058068810 1.058068810 1.058068810 1.058068810 
Calculated Daily AIR 79,134,555 12,913,026 15,914,615 4,783 
Days in Month 3 1 3 1 31 31 
Calc. Sum of Daily AIR 2,453,171,219 400,303,809 493,353,064 148,271 

Sum 13 Months Balances 
Annual Sum Daily Bal's. 29,173,068,011 4,325,279,240 5,910,693,649 213,377 
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PACIFICORP 

Mo. End 
* 

TOTAL MONTH 
Daily Average 

Daily Accounts Receivable Balances 
12 Months Ending March 31, 2003 

April @ June July 
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PAClFlCORP 
Daily Accounts Receivable Balances 

12 Months Ending March 31, 2003 

Day August September October November 

Mo. End 157,064,188.09 

TOTAL MONTH 5,663,208,971 5,311,605,562 5,342,522,959 4,813,245,850 
Daily Average 182,684,160 177,053,519 172,339,450 160,441,528 
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Daily Accounts Receivable Balances 
12 Months Ending March 31, 2003 

Day December January February March 

Mo. End 152,199,994.87 

TOTAL MONTH 5,387,723,592 5,713,658,677 4,994,962,388 5,284,828,848 
Daily Average 173,797,535 184,311,570 178,391,514 170,478,350 
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PAClFlCORP 
Daily Accounts Receivable Balances 

For the Month of April 2002 

40 3.113- \ 

Total 
AR 

$150,618,190 
$150,618,190 
$145,153,281 
$1 52,869,805 
$160,624,217 
$167,827,145 
$171,035,762 
$171,035,762 
$171,035,762 
$1 64,672,300 
$169,566,279 
$1 70,059,397 
$168,494,896 
$169,681,777 
$169,681,777 
$169,681,777 
$1 56,802,172 
$155,655,504 
$158,632,303 
$159,511,334 
$1 59,474,079 
$1 59,474,079 
$1 59,474,079 
$146,934,293 
$148,903,548 
$1 50,835,771 
$149,809,050 
$149,360,487 
$149,360,487 
$149,360,487 
$1 33,575,670 

b 

SAP 11 5000 
FERC 142.7 

$156,330,168 
$1 56,330,168 
$150,897,123 
$158,733,593 
$166,319,435 
$173,134,906 
$1 76,283,175 
$176,283,175 
$1 76,283,175 
$1 70,003,997 
$174,722,243 
$175,231,100 
$173,634,212 
$1 74,792,668 
$1 74,792,668 
$174,792,668 
$162,189,798 
$161,409,366 
$164,348,485 
$165,190,348 
$165,057,541 
$165,057,541 
$165,057,541 
$152,683,940 
$1 54,640,599 
$1 56,606,294 
$1 55,524,575 
$154,877,020 
$1 54,877,020 
$1 54,877,020 
$1 39,453:019 

SAP 11 5025 
FERC 142.19 

-$5,779,185 
-$5,779,185 
-$5,817,502 
-$5,956,845 
-$5,788,811 
-$5,402,322 
-$5,353,420 
-$5,353,420 
-$5,353,420 
-$5,420,445 
-$5,250,163 
-$5,266,648 
-$5,234,578 
-$5,205,001 
-$5,205,001 
-$5,205,001 
-$5,472,950 
-$5,840,521 
-$5,800,790 
45,762,866 
-$5,684,443 
-$5,684,443 
45,684,443 
-$5,835,664 
-$5,820,983 
-$5,854,372 
-$5,804,176 
-$5,598,711 
-$5,598,711 
-$5,598,711 
-$5,959,207 

Posting 
Date 

03/31/02 Balance 
4/1/2002 
4/2/2002 
4/3/2002 
4/4/2002 
4/5/2002 
4/6/2002 
4/7/2002 
4/8/2002 
4/9/2002 

411 012002 
411 112002 
411 212002 
411 312002 
411 412002 
411 512002 
411 612002 
4/17/2002 
411 812002 
411 912002 
4/20/2002 
412 112002 
4/22/2002 
4/23/2002 
4/24/2002 
4/25/2002 
412 612 002 
4/27/2002 
412812002 
4/29/2002 
4/3012002 

SAP 11 6455 
FERC 172.7 

$67,207 
$67,207 

, $73,660 
$93,057 
$93,593 
$94,561 

$1 06,006 
$106,006 
$1 06,006 

$88,747 
$94,7 99 
$94,945 
$95,262 
$94,110 
$94,110 
$94,110 
$85,324 
$86,659 
$84,607 
$83,851 

$100,981 
$100,981 
$100,981 
$86,018 
$83,932 
$83,849 
$88,651 
$82,177 
$82,177 
$82,177 
$81,858 

























Wyoming-UPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31,2003 

Revenue Class 
Apr-02 
Residential 
Commercial 
lndustrial 
Public,Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Total Sales Tax Other Taxes 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

May-02 
Residential 
Commercial 
lndustrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Jun-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 
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Sales Taxes and Other Taxes Included in Customer Receivables 
For 12 Months Ending March 31, 2003 

Revenue Class Total Sales Tax Other Taxes 

Jul-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Aug-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Sep-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 
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Wyoming-UPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31, 2003 

Revenue Class 
Oct-02 
Residential 
Commercial 
lndustrial 
Public Street 8 Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

NOV-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Dec-02 
Residential 
Commercial 
lndustrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Total Sales Tax Other Taxes 
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Wyoming-UPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31, 2003 

Revenue Class 
Jan-03 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Total Sales Tax Other Taxes 

Subtotal 89,137 86,084 

Sales for Resale 
Other Electric Revenues 

Total 89,137 86,084 

Fe b-03 
Residential 42,649 41,206 
Commercial 24,809 23,536 
Industrial 15,031 15,010 
Public Street & Hwy. Ltg. 44 15 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 15 15 

Subtotal 82,547 79,782 

Sales for Resale 
Other Electric Revenues 

Total 82,547 79,782 

Mar-03 
Residential 40,342 38,985 
Commercial 23,967 22,651 
Industrial 1 3,576 13,402 
Public Street & Hwy. Ltg. 44 15 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 15 15 

Subtotal 77,944 75,068 2,875 

Sales for Resale 
Other Electric Revenues 

Total 77,944 @ 
12 Month Total 3 5 , 8 4 1  805.445 30,397 

+ 
Cb 2,C- I 
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Sales Taxes and Other Taxes Included in Customer Receivables 
For 12 Months Ending March 31, 2003 

Revenue Class Total Sales Tax Other Taxes 
Apr-02 
Residential 280,732 220,258 60,474 
Commercial 199,615 144,519 55,096 
Industrial 1 19,248 108,892 10,356 
Public Street & Hwy. Ltg. 194 84 109 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 599,788 473,753 

Sales for Resale 
Other Electric Revenues 

Total 599,788 473,753 

May-02 
Residential 236,224 184,654 
Commercial 189,658 136,470 
Industrial 167,324 157,872 
Public Street & Hwy. Ltg. 201 90 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 593,406 479,086 

Sales for Resale 
Other Electric Revenues 

Total 593,406 479,086 

Jun-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 
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Wyoming-PPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31,2003 

Revenue Class 
Jul-02 
Residential 
Commercial 
lndustrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Aug-02 
Residential 
Commercial 
lndustrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Total Sales Tax Other Taxes 

Sep-02 
Residential 247,076 183,517 63,559 
Commercial 240,592 160,794 79,798 
Industrial 184,361 169,876 14,485 
Public Street 8 Hwy. Ltg. 25 19 7 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 672,054 514,205 157,849 

Sales for Resale 
Other Electric Revenues 7 7 

Total 672,061 514,213 157,849 
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Wyoming-PPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31,2003 

Revenue Class 
Oct-02 
Residential 
Commercial 
lndustrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Total Sales Tax Other Taxes 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

NOV-02 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 

Dec-02 
Residential 
Commercial 
l ndustrial 
Public Street 8 Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 

Sales for Resale 
Other Electric Revenues 

Total 
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Wyoming-PPL 
Sales Taxes and Other Taxes Included in Customer Receivables 

For 12 Months Ending March 31,2003 

Revenue Class 
Jan-03 
Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Total Sales Tax Other Taxes 

Subtotal 858,829 667,535 

Sales for Resale 
Other Electric Revenues 

Total 858,829 667,535 

Feb-03 
Residential 328,059 243,904 
Commercial 232,967 155,763 
Industrial 166,647 154,508 
Public Street & Hwy. Ltg. 206 78 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property 

Subtotal 727,879 554,253 

Sales for Resale 
Other Electric Revenues 7 7 

Total 727,886 554,261 

Mar-03 
Residential 329,510 245,605 
Commercial 238,056 160,766 
Industrial 165,244 152,914 
Public Street & Hwy. Ltg. 291 88 
Other Sales to Public Auth. 
Misc. Service Revenue 
Rent from Electric Property - 

Subtotal 733,101 559,372 

Sales for Resale 
Other Electric Revenues 

Total 733,101 559,372 173,729 

12 Month Total 1,834,830 

b ?,6,1 
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I j 
PAClFlCORP - Special Contract Customers 
General Business Revenue Collection Lag Detail 

For 12 Months Ending March 31, 2003 

Idaho 
Customer A 
Customer B 

ldaho Subtotal 

Oregon 
Customer A 

Oregon Subtotal 

Utah 
Customer A 
Customer B 
Customer C 
Customer D 
Customer E 

Utah Subtotal 

Wyoming 
Customer A 
Customer B 
Customer C 

Wyoming Subtotal 

Sum of Daily 
Balances Customer 

Accounts Receivable 

CSS 
Identified 
Revenue 

TOTAL COMPANY 



PAClFlCORP - Special Contract Customers 
3.16, a 

Revenue Lag Calculation 
For 12 Months Ending March 31, 2003 

CSS Identified 
Billing ------ Dollardays----- 

Amount Service Billinq Pavment 

ldaho 
Customer A 
Customer B 

State Subtotal 30,259,130 475,563,337 67,465,862 51 5,858,304 

Idaho Lag Days 34.99 1 15.72 2.23 17.05 ] 

Oregon 
Customer A 

State Subtotal 3,004,627 45,661,884 9,733,654 59,656,194 

Oregon Lag Days 38.29 1 15.20 3.24 19.85 1 
Utah 

Customer A 
Customer B 
Customer C 
Customer D 
Customer E 

State Subtotal 51,457,327 804,649,220 371,399,985 747,003,196 

Utah Lag Days 37.37 1 15.64 7.22 14.52 1 
Wyoming 

Customer A 
Customer B 
Customer C 

State Subtotal 11,237,074 177,893,443 91,511,198 231,993,490 

Wyoming Lag Days 44.62 ( 15.83 8.14 20.65 1 -+ to 3,a. I 





Wyoming 
Customer C 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

26,881 .I 5 
26,881.15 
26,881 .I 5 
26,881 . I5  
26,881.15 
26,881 . I 5  
26,881 . I 5  
26,881.15 
26,881.15 
26,881 . I5  
26,881.15 
26,881.15 
26,881 . I 5  
26,881 .I 5 
26,881 . I 5  
26,881 . I5  
26,881.15 
26,881.15 
26,881.15 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

PAClFlCORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31,2003 

Wyoming 
Customer C 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 
46,461.40 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 
44,598.79 

0.00 
0.00 

Wyoming 
Customer B 

0.00 
0.00 
0.00 
0.00 

786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 
786,996.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 
836,136.00 

TOTAL ALL 
3,199,548.86 
3,726,182.98 
4,355,675.72 
5,694,201.65 
7,133,502.49 
7,133,502.49 
7,133,502.49 
7,133,502.49 
7,179,963.89 
7,179,963.89 
7,179,963.89 
7,179,963.89 
7,179,963.89 
7,207,036.27 
6,924,929.39 
4,694,905.14 
5,881,049.1 1 
5,910,340.16 
5,937,221.31 
5,937,221.31 
5,890,759.91 
5,890,759.91 
5,238,455.07 
5,238,455.07 
5,238,455.07 
3,821,966.33 
3,821,966.33 
3,704,711.32 
2,515,417.32 
2,346,886.50 
3,237,279.98 
3,855,875.02 
3,855,875.02 
3,855,875.02 
3,855,875.02 
6,297,767.40 
6,342,366.1 9 
6,315,485.04 
6,315,485.04 
7,763,147.47 
7,763,147.47 
7,763,147.47 
7,791,591.56 
5,898,985.31 
5,473,186.64 
5,301,750.87 
5,332,193.45 
5,332,193.45 
5,287,594.66 
5,287,594.66 
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Wyoming 
Customer C 

29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 
29,251.04 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 
23,224.77 

0.00 

PACIFICORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31,2003 

Wyoming 
Customer C 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

35,751.27 
35,751.27 
35,751.27 
35,751.27 
35,751.27 
35,751.27 
35,751.27 
35,751.27 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

37,529.30 
37,529.30 
37,529.30 
37,529.30 
37,529.30 
37,529.30 
37,529.30 

Wyoming 
Customer B 

836,136.00 
836,136.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 
850,500.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

735,966.00 
735,966.00 

TOTAL ALL 
5,017,379.93 
4,547,322.62 
3,711 , I  86.62 
3,711 ,I 86.62 
3,711 ,I 86.62 
3,711 ,I 86.62 
3,711 , I  86.62 
3,092,591.58 
3,092,591.58 
1,648,079.18 
1,588,385.56 
1,588,385.56 
1,559,941.47 
2,549,165.27 
4,887,300.27 
6,918,900.27 
6,918,900.27 
6,918,900.27 
6,918,900.27 
6,918,900.27 
6,562,314.58 
7,871,290.03 
7,907,041.30 
7,907,041.30 
7,907,041.30 
7,907,041.30 
7,907,041.30 
7,698,061.34 
7,728,324.95 
7,751,549.72 
7,256,756.72 
7,256,756.72 
7,256,756.72 
7,256,756.72 
6,406,256.72 
4,105,686.52 
3,472,497.89 
3,472,497.89 
2,163,522.44 
2,163,522.44 
2,163,522.44 
2,489,511.89 
4,778,453.45 
5,212,027.20 
5,212,027.20 
5,181,593.79 
5,181,593.79 
5,181,593.79 
5,917,559.79 
6,925,580.1 1 
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Wyoming 
Customer C 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

27,558.27 
27,558.27 
27,558.27 
27,558.27 
27,558.27 
27,558.27 
27,558.27 
27,558.27 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

21,911.59 
21,911.59 
21,911.59 
21,911.59 
21,911.59 
21,911.59 
21,911.59 
21,911.59 
21,911.59 

PACIFICORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31, 2003 

Wyoming 
Customer C 

37,529.30 
37,529.30 
37,529.30 
37,529.30 
37,529.30 
37,529.30 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 
37,449.84 

0.00 

Wyoming 
Customer B 

735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 
735,966.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 
1,010,772.00 

0.00 
0.00 

TOTAL ALL 
6,924,136.78 
6,924,136.78 
8,203,032.26 
8,203,032.26 
8,203,032.26 
8,203,032.26 
7,610,911.52 
7,610,911.52 
7,633,102.58 
7,660,660.85 
7,660,660.85 
7,660,660.85 
7,639,845.19 
7,639,845.19 
7,639,845.19 
5,469,325.94 
4,733,359.94 
4,705,801.67 
4,705,801.67 
3,426,906.1 9 
3,426,906.19 
3,426,906.19 
5,639,866.98 
5,623,362.70 
5,019,940.39 
5,019,940.39 
5,019,940.39 
5,041,220.88 
6,457,920.1 9 
7,468,692.1 9 
7,468,692.1 9 
7,468,692.1 9 
7,468,692.1 9 
7,132,081.24 
7,132,081.24 
7,132,081.24 
7,163,873.37 
6,563,873.37 
6,563,873.37 
6,563,873.37 
4,724,973.37 
4,746,884.96 
4,746,884.96 
4,746,884.96 
4,562,748.85 
4,562,748.85 
4'1 53,411.25 
4,153,411.25 
2,551 9,796.90 
2,482,347.06 
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PAClFlCORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31,2003 

Wyoming Wyoming 
Customer C Customer C 

21,911.59 0.00 
21,911.59 0.00 
21,911,.59 0.00 
21,911.59 0.00 
21,911.59 0.00 
21,911.59 0.00 
21,911.59 0.00 

0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 
0.00 34,666.12 

28,909.86 34,666.12 
28,909.86 0.00 
28,909.86 End Of Contract 
28,909.86 813 112002 
28,909.86 
28,909.86 
28,909.86 
28,909.86 
28,909.86 
28,909.86 
28,909.86 

0.00 
i d  Of Contract 

813 112002 

Wyoming 
Customer B TOTAL ALL 

3,394,253.25 
3,362,461 . I2 
1,945,761.81 
1,945,761.81 
1,945,761.81 
4,910,132.61 
5,289,735.28 
5,002,856.92 
5,002,856.92 
5,002,856.92 
5,002,856.92 
5,860,916.92 
7,366,651.85 
8,272,784.33 
8,272,784.33 
8,272,784.33 
8,272,784.33 
8,272,784.33 
8,301,896.03 
8,301,896.03 
8,301,896.03 
7,966,481.16 
7,931,815.04 
7,931,815.04 
7,178,595.63 
7,141,096.63 
5,048,746.63 
5,048,746.63 
4,464,728.34 
3,606,668.34 
3,606,668.34 
3,606,668.34 
2,106,689.67 
4,662,338.48 
4,931,042.76 
4,893,333.74 
5,905,827.76 
5,905,827.76 
5,905,827.57 
7,109,328.48 
7,109,328.48 
7,109,328.48 
7,109,328.48 
8,069,351.38 
8,069,351.38 
8,069,351.38 
8,069,351.38 
8,069,351.38 
7,529,328.35 
7,529,328.35 
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PACIFICORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31,2003 

Wvominn Wyoming Wyoming - 
Customer C Customer B 

1,012,284.00 
TOTAL ALL 
7,529,328.35 
5,325,589.35 
5,325,589.35 
5,325,589.35 
4,313,305.35 
4,313,305.35 
4,313,305.35 
4,313,305.35 
4,313,305.35 
3,662,100.20 
3,662,100.20 
3,662,100.20 
2,544,062.58 
3,154,463.65 
5,323,668.24 
5,323,617.34 
5,323,617.34 
4,870,962.54 
4,820,962.54 
4,858,522.54 
7,142,043.87 
7,142,206.33 
7,142,206.33 
7,142,206.33 
7,142,206.33 
8,121,319.27 
5,877,593.67 
5,877,593.67 
5,877,593.67 
5,877,593.67 
5,877,593.67 
5,038,305.36 
5,038,305.36 
5,038,305.36 
5,038,305.36 
5,038,305.36 
5,038,305.36 
5,038,305.36 
5,038,305.36 
4,427,904.29 
4,228,000.29 
4,228,000.29 
4,228,000.29 
2,732,470.96 
2,732,470.96 
4,824,548.69 
4,819,492.97 
4,819,492.97 
6,479,568.28 
6,450,323.29 
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PACIFICORP 
Special Contract Daily A/R Balance 
For 12 Months Ending March 31,2003 

Wyoming Wyoming 
Customer C Customer C 

12I712002 
12/8/2002 
121912002 

1211 012002 
1211 112002 
1211 212002 
1211 312002 
1211 412002 
1211 512002 
1211 612002 
1211 712002 
1211 812002 
12/19/2002 
1212012002 
12121 12002 
1212212002 
1212312002 
1212412002 
12/25/2002 
12/26/2002 
12/27/2002 
1212812002 
1212912002 
1 213012002 
12131 12002 

1 11 12003 
11212003 
1/3/2003 
1 1412003 
1 1512003 
1 1612003 
1 I712003 
1 1812003 
11912003 

111 012003 
111 112003 
1 11 212003 
111 312003 
111 412003 
111 512003 
1 11 612003 
1 11 712003 
111 812003 
1 11 912003 
112012003 
1/21/2003 
1 12212003 
1 12312003 
1 12412003 
1 12512003 

Wyoming 
Customer B 

625,648.00 
625,648.00 

1,528,690.00 
91 2,426.72 
91 2,426.72 
912,426.72 
91 2,426.72 
91 2,426.72 
91 2,426.72 
912,426.72 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 
903,042.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 
1,025,892.00 

TOTAL ALL 
6,450,323.29 
6,450,323.29 
8,658,937.12 

11,362,980.10 
11,362,980.10 
11,362,980.10 
11,362,980.10 
11,362,980.10 
11,362,980.10 
11,396,641.54 
10,779,816.64 
10,779,816.64 
10,472,411.78 
10,472,411.78 
10,472,411.78 
10,472,411.78 
10,472,411.78 
10,472,411.78 
10,472,411.78 
10,472,411.78 
8,263,797.95 
6,096,100.80 
2,775,794.54 
2,111,239.41 
2,111,239.41 
2,111,239.41 
4,417,765.41 
4,343,143.14 
4,343,143.14 
4,343,143.14 
8,497,925.93 
9,521,419.09 

' 9,521,419.09 
11,702,029.74 
11,702,029.74 
11,702,029.74 
11,702,029.74 
11,702,029.74 
11,702,029.74 
11,702,029.74 
11,059,279.64 
8,752,753.64 
8,752,753.64 
8,439,295.91 
8,439,295.91 
4,920,268.05 
4,920,268.05 
4,920,268.05 
4,920,268.05 
4,920,268.05 
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Wyoming 
Customer C 

1 I2612003 
1 12712003 
112812003 
1 12912003 
1 13012003 
113112003 
211 12003 
2/2/2003 
2/3/2003 
21412003 
2/5/2003 
2/6/2003 
2/7/2003 
21812003 
2/9/2003 

211 012003 
211 112003 
211 212003 
211 312003 
211 412003 
211 512003 
211 612003 
211 712003 
211 812003 
211 912003 
212012003 
2121 12003 
2/22/2003 
2/23/2003 
212412003 
2/25/2003 
2/26/2003 
212712003 
212812003 

311 12003 
3/2/2003 
31312003 
31412003 
3/5/2003 
31612003 
3/7/2003 
31812003 
31912003 

311 012003 
311 112003 
311 212003 
311 312003 
311 412003 
311 512003 
311 612003 

PACIFICORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31,2003 

Wyoming Wyoming 
Customer C Customer B 

1,025,892.00 
1,025,892.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 
742,014.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

TOTAL ALL 
4,920,268.05 
4,920,268.05 
3,258,621 . I2 
2,077,577.97 
2,077,577.97 
2,077,577.97 
2,077,577.97 
2,077,577.97 
1,689,497.97 
2,303,369.45 
6,445,401.91 
7,187,415.91 

10,806,855.83 
10,806,855.83 
10,806,855.83 
10,806,855.83 
12,100,052.80 
12,100,052.80 
12,100,052.80 
11,417,819.44 
11,417,819.44 
11,417,819.44 
11,417,819.44 
1 1,449,211.62 
8,696,345.98 
8,696,345.98 
8,382,888.25 
8,382,888.25 
8,382,888.25 
8,382,888.25 
7,640,874.25 
7,027,002.77 
7,027,002.77 
5,733,805.80 
5,733,805.80 
5,733,805.80 
7,661,815.16 
7,661,815.16 

11 , I  10,788.70 
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PACIFICORP 
Special Contract Daily AIR Balance 
For 12 Months Ending March 31, 2003 

Wyoming Wyoming 
Customer C Customer C 

3/17/2003 
311 812003 
311 912003 
3/20/2003 
312 1/2003 
3/22/2003 
3/23/2003 
3/24/2003 
3/25/2003 
3/26/2003 
3/27/2003 
3/28/2003 
3/29/2003 
3/30/2003 
3/31/2003 

AVG. DAILY 6,012 7,808 

TOT. 365 DAY 2,194,306.71 2,849,970.98 

Wyoming 
Customer 6 

923,832.00 
923,832.00 
923,832.00 
923,832.00 
923,832.00 
923,832.00 
923,832.00 
923,832.00 
923,832.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

TOTAL ALL 
8,294,730.41 
8,310,872.45 
8,310,872.45 
8,310,872.45 
8,310,872.45 
8,310,872.45 
8,310,872.45 
8,310,872.45 
8,310,625.20 
7,386,793.20 
6,050,353.53 
5,464,087.44 
5,464,087.44 
5,464,087.44 
5,464,087.44 
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Residential 
Commercial 
Industrial 
Public Street & Hwy. Ltg. 
Other Sales to Public Auth. 
Forfeited Discounts 
Misc. Service Revenue 
Rent from Electric Property 

STATE OF OREGON 
BPA Balancing Account 

(Per RVN-305A) 
For 12 Months Ending March 31, 2003 

JV10250-1 
BPA 

Balancing Account 

Total 
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Expense Lag 

This section of the report documents how the Expense Lag was computed. As 

shown in exhibit 2.1.1, the Total Company Expense Lag was calculated as 36.23 days. The lead- 

lag analysis identifies the Expense Lag as the elapsed time from the receipt of goods and 

services, to the time the utility pays for the goods and services. In most cases, this study uses the 

invoice date to represent the date goods and services were received and the check date to 

represent the date payment occurred. The Expense Lag is comprised of four elements including: 

(1) accounts payable lag, consisting largely of coal expense, gas purchases, purchased power, 

wheeling and other O&M expense; (2) payroll lag; (3) other taxes lag and, (4) income tax lag. 

The calculation conforms to the method sponsored by the Federal Energy Regulatory 

Commission in Docket No. RM84-9-000. The following narrative explains the method and 

assumptions underlying the Expense Lag analysis. The explanation begins with the summarized 

Expense Lag and illustrates how the Lag Days were calculated. Next, each part of the Expense 

Lag Summary is gone over in detail. 

Expense Lag Summary 

As mentioned in the Overview section, most Expense Lag calculations are performed at 

the Total Company level. All of the Accounts Payable Lag operational groups except for 

Purchased Power have the same lag. The Purchased Power Lag is adjusted in the Idaho, Oregon 

and Washington Jurisdictions to reflect the impact of the BPA regional credit. For Accounts 

Payable, payments are not paid on a state specific basis. Most invoices are paid by the central 

Accounts Payable Office using the same corporate payment policy. Invoices that could be 

assigned on a situs basis are assumed paid at the same frequency for all jurisdictions since the 

central Accounts Payable Office uses a uniform payment policy for all invoices. Similarly, 
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accounts payable invoices are not paid on a functional basis (generation, transmission, 

distribution), as all invoices are again paid by the central Accounts Payable Office using the 

same uniform policy. 

The Lag Days for the expense categories are calculated at the Total Company level, and 

the same number of Lag Days is used for each jurisdiction. Property Taxes and both Federal and 

State Income Taxes are allocated to the jurisdictions on system factors in the Results of 

Operations. The jurisdictional Lag Days are also assumed to equal Total Company Lag Days for 

Payroll, because a11 organizations within the Company are on the same payroll schedule. The 

Lag Days for the category of Taxes Other varies by jurisdiction, caused by state specific fees and 

taxes. 

By accessing information from the PacifiCorp Accounts Payable Office, Commercial and 

Trading Back Office, Fuels Group, Payroll Department and the Tax Department, reports were 

e utilized to calculate the elapsed time from the invoice date to the check date (payment lag) for 

transactions processed through 12 months ending March 2003. A description of each section is 

provided below, as the computation process is explained. 

Lag Amount & Dollardays Summary 

Exhibit 4.1.1 is the Expense Lag Summary. For calculation purposes, the Expense Lag is 

subdivided into the following groups: Operations and Maintenance, Coal, Gas, Purchased Power, 

Wheeling, Payroll, Taxes Other and Income Taxes. The Lag Amount and Dollardays are 

provided in exhibit 4.1.1. The Dollardays amounts represent the product of the charges being 

analyzed times the number of payment lag days after incurring those charges. The Amount and 

Dollardays include transactions processed from April 2002 through March 2003. On exhibit 

4.1 .l ,  the Lag Amount and Dollardays in the Coal Expense category are adjusted for joint owner 

billings. This adjustment is described later in the Coal Lag section. Referring again to exhibit 
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8 4.1 . l ,  the GRAND TOTAL Lag Amount is $2,610,994,359 and the GRAND TOTAL Dollardays 

is $94,607,495,051. Below, each section is reviewed in more detail. 

For the Expense Lag section, the source of the amounts is the PacifiCorp March 2003 

Unadjusted Results of Operations (2.9.3) and the JARS Jurisdictional Summary (2.9.2). The 

source of the lag days is the business units that are in charge of the operation being evaluated. 

However, the amounts do not match. The reason the amounts do not tie is that for coal, gas, 

wheeling and purchased power there are netting agreements in place. For example, we have a 

total company purchased power expense of $1,009,070,499 for 12 months ending March 2003, 

but the detail we received from the Commercial and Trading Back Office showed an amount of 

$677,843,290 for the same period. The lower number is due to the fact that many of the 

purchased power amounts were reduced by the amount we sold to counter parties. The Company 

has many netting agreements in place which require this for purchased power, gas transactions 

and sales for resale. The $677,843,290 number is the wholesale payments PacifiCorp made to 

counter parties. Using the detail provided by the business units, an accurate lag can be 

calculated. However, to adjust for the netting agreements, the amount used to calculate the 

Dollardays should come from the gross amounts. The gross amounts are taken from the 

Unadjusted Results of Operations and JARS Jurisdictional Summary Exhibit. Using the amounts 

from the Unadjusted Results of Operations, JARS Summary and the lag days calculated from the 

data obtained from the individual business units, the Dollardays amount is calculated by 

multiplying the two numbers together. 

Accounts Payable Lag 

The Accounts Payable (AP) lag is for O&M expenses not included in other sections of 

the study (coal, pas, purchased power, wheeling, payroll and taxes). Exhibit 4.2.1 is the 

Accounts Payable lag. It was calculated using two monthly reports. The first report is Accounts 
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8 Payable Dollar CounWolume by Term. This report shows the doI1a.r amounts and count of 

invoices by payment terms for a given month. Exhibit 4.2.2 is the Dollar CounWolume by 

Term for April 2002. The bottom TOTAL line shows that for the month of April 2002, 18,285 

invoices in the amount of $63,168,416 were paid. The second report is the Accounts Payable 

Point to Point Report. It shows the days between invoice date, processing date and check date. 

Exhibit 4.2.3 is the Point to Point report for April 2002. The bottom line on the report, Average 

Days, is a weighted average by dollar amounts for each payment term of the number of days 

from invoice to paid. It shows that for April 2002 the invoices were paid on a dollar weighted 

average 35 days after the invoice date. Using both 4.2.2 and 4.2.3, the Accounts Payable Lag, 

4.2.1 is built. The Amount and Lag Days are from the Dollar CountNolume by Term and Point 

to Point Accounts Payable reports respectively. The Dollardays is the Amount times the Lag 

Days. Dividing the total Dollardays by the Total Amount gives a lag of 35.16 days for the AP t la.. 

Exhibit 4.2.4 is the detail that makes up exhibits 4.2.2 and 4.2.3. Due to the large size of 

the file, only the first and last pages of the report are included. The source data that makes up 

exhibit 4.2.4 comes from the SAP Accounting System. From SAP the company code, vendor 

number, vendor name, document number, transaction code, amount, term, approver, receive date, 

code, invoice date, post date, entry date, paid date, processor and discount are all downloaded. 

A database for each month of the test period was created excluding all documents 

associated with Doc Type AB (wholesale trading postings) and HR (payroll related deductions 

payable to 3rd party vendor). Also, any other invoices pertaining to fuel/gas purchases, property 

taxeslother taxes, and power purchases were excluded. The lags for these areas are calculated 

separately in a later part of the study. 

0 Invoices with payment terms of RECUR and R999 were removed from the data. RECUR 
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t are associated with recurring payments that have the potential of being set up in SAP as a parked 

document since 1999 and would skew the study. The payment terms of R999 are the retention 

holdouts on invoice payments that are typically not due and payable until the end of a project. 

We could hold these invoices up to 3 years or longer, depending on the project. The database is 

only for company code 1000, which only includes the regulated electric operations portion of the 

business. 

Next, the following is calculated in Excel: 

IDCD =Number of calendar days between Invoice Date and Paid Date. If Paid Date is Null, 
value is set to "999". 

From this data, two queries can be run. The first query is 'All Invoices with Dates'. 

This query selects all records where IDCD < > "999". This eliminates any invoices missing 

payments dates which would skew the results. The second query is the 'Point to Point'. The 

Point to Point query uses the data set from the query "All Invoices with Dates". This query 

groups by payment term the average days for IDCD. The Average Days Summary is a separate 

calculation and is an average of IDCD without groupings, so it is a dollar weighted average. 

Since the study is concerned with the period between the invoice date and the payment date, the 

Invoice to Paid Lag Days is used from the Point to Point and is what flows to 4.2.1. The Invoice 

to Paid is 35 days for April 2002 which is seen on the bottom line of 4.2.3. The total amount of 

$63,168,416 on page 2 of 4.2.4 ties to the total amount on 4.2.2 and the Amount for April on 

4.2.1. 

Coal Lag 

The Coal Expense Lag is calculated from several sources. Exhibit 4.3.1 is the Coal 

Expense Lag Summary and shows Lag Days of 23.88 days. The exhibit consists of expenses for 

@ Coal and Transportation of Coal (detailed in 4.3.2), Steam Purchases (also included in 4.3,2), 
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Energy West Payables (4.3.3), Bridger Payables (4.3.4), Adjustment for Joint Owner Billings 

(4.3.6 pages 1 & 2), Energy West Management Payroll (4.3.5-I), Energy West Workforce 

Payroll (4.3.5-2) and Bridger Payroll (4.3.5-3). The amount on page 4.1.1 comes fiom the 

Jurisdictional JARS Summary on 2.9.2. 

The Coal and Transportation lag analysis (4.3.2) includes the following groups of fuel 

expenses: coal purchases, captive coal operations, steam purchases for the Blundell plant and 

coal transportation. Page 2 of 4.3.2 shows that the weighted average number of days between 

when the coal and purchased steam is received and when it is paid for is 25.58 days. 

The following details exhibit 4.3.2: 

Column A: Plant 

Column B: Supplier 

t 
Column C: Expense type 

Column D: As a starting point, the total dollars for delivered fuel was obtained from the March 

3 1,2003 PacifiCorp Fuel Resources Fuel Light Report. The dollars have been split 

by supplier and type. 

Column E: Reflects information fiom the Fuels Management System which tracks fuel for the 

Company. These numbers are a closer estimate of the delivered dollars because they 

exclude any month end estimates and true-ups of the subsequent month. 

Column F: Reflects the dollars used for the weighting. The value from C o l m  E is used where 

available, otherwise Column D. Any non-cash costs are excluded since they have no 

relevant lag. 

Column G: For coal and transportation purchased from external supplier, the invoice frequency 

is shown. 
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Column H: Product lag is the average number of days over which the Company receives the 

product or service billed on a given invoice. This number assumes that the product 

or service is received evenly over the period. 

Column I: Billing lag is the average number of days from the end of the period and the invoice 

date for the product or service. 

Column J: Payment lag is the average number of days from the invoice date to the payment date. 

Column K: Total lag is the total of the product lag, the billing lag and the payment lag for 

external supplied fuel. For internal fuel, it is the average number of days per the 

Energy West and Bridger lag study, see below. 

Column L: Dollar days equals Column F * Column K 

This analysis is based on a number of assumptions, which include the following: First, 

the lag for coal expense can be approximated by the lag for delivered coal. Second, purchased 

coal lag should be divided into coal contracts and transportation contracts since the lags may be 

different depending on contract terms. Third, any non-cash costs that can be identified in the 

fuel should be excluded since there is no lag related to non-cash costs. Fourth, where possible, 

delivered dollars should be adjusted to exclude any period end estimates that are included in 

delivered fuel costs. Finally, for purchased coal, it is assumed that the product is received evenly 

over the invoice period 

Energy West and Bridger Mines Lag 

In addition to the amounts in the Coal and Transportation Summary worksheet, the Fuel 

Lag incorporates accounts payable data from Energy West and Bridger Mine. Because 

PacifiCorp funds the daily operations of our captive mines, an analysis of the various cash 
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8 expenditures of the mines is needed. This analysis incorporates the accounts payable lag and the 

payroll lag for each of the mines. 

Accounts Payable Lag Days 

Using their independent accounting systems, the two mining operations produced reports 

to calculate the Accounts Payable Lag for the transactions they processed during the test period 

of 12 months ending March 2003. The lags were calculated by taking the difference between the 

invoice date and the payment date for all payments excluding capital / plant expenditures. 

As these reports are voluminous, only the last page of each report is provided. Exhibit 4.3.3 

shows 18.1 7 Lag Days for Energy West Mining Company. Exhibit 4.3.4 is the Bridger Accounts 

Payable lag; only the Company's portion of Bridger Coal's accounts payable amount is included, 

which is 66.67%, as seen on the bottom of the exhibit. The Amounts and Dollardays of exhibits 

4.3.3 and 4.3.4 carry forward to the Coal Expense Lag Summary, Exhibit 4.3.1. For example, 

referring to exhibit 4.3.4, Bridger Accounts Payable Data, the PacifiCorp Share Total Amount of 

$31,025,346 and Dollardays of $825,404,821 are carried forward to exhibit 4.3.1. 

Payroll Lag Days 

The Fuel Expense Lag includes not only the Accounts Payable Lag at Energy West and 

Bridger Coal but also the Payroll Lag at the two mining operations. The calculation of the 

Payroll Lag for each mining operation is shown on exhibit 4.3.5, pages 1-3, and is carried 

forward to exhibit 4.3.1. For Bridger, both union and management are on the same payroll 

schedule, while at Energy West, there are two different schedules: one for union and another for 

management employees. To illustrate, turn to page 1 of exhibit 4.3.5, Energy West Management 

Payroll. The payroll Amount of $6,560,347 and the Dollardays of $1 07,470,676 carry forward 
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to exhibit 4.3.1. All of the Amounts and Dollardays summarized on exhibit 4.3.5 pages 1-3 are 

then carried forward to exhibit 4.3.1. 

Joint Owner Billings 

One last item dealing with the Fuel Expense is the joint owner contract associated with 

the Hunter Plant. An adjustment was made directly to page 1 of exhibit 4.3.1, for joint owner 

billings. The lag days of 63.5 shown on exhibit 4.3.1 was calculated, on page 1 of exhibit 4.3.6, 

from the monthly payments. The lag arnount of ($9,983,106) on exhibit 4.4.1 comes from the 

year-to-date booked amount for joint owner billings, shown on page 2 of exhibit 4.3.6, the 

addition of lines 16 and 18. The Dollardays of ($633,927,249) on exhibit 4.3.1 is simply the 

product of the Amount and Lag Days previously explained. 

0 
Concerning the Joint Owner Billing Lag, there is a payment dispute involving some of 

8 the billings. In this study the dispute is ignored and it is assumed that the date for the paid 

amount would normally be the same date for the full billed amount. This ignores the date when, 

or if, other payments would be received which would be at a later date and skew the results of 

the lag days. The billing dispute is an unusual event and for normalization purposes it is ignored. 

Gas Purchases 

The Gas Purchases Lag is calculated on Exhibit 4.4.1 pages 1-3. The Exhibit, prepared 

by the Commercial and Trading Back Office, was put together directly from vendor invoices. 

Page 3 of the Exhibit shows the Total Amount of invoices of $132,973,641 and Total Dollardays 

of $5,406,728,341 for the test period of 12 months ending March 2003 which are used to 

calculate the Gas Purchases lag. Total Dollardays divided by Total Amount of Invoices equals 

40.66 Total Gas Lag Days. The Amount used for Gas Purchases in exhibit 4.1.1 is from the 

0 JARS Jurisdictional Summary (2.9.2) due to netting agreements in place. 
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Purchased Power Lag 

Purchased power expenses are accrued as liabilities and special sales as assets on the 

balance sheet. When a cash payment occurs, the debit is recorded in account 235.13 1 (accrue 

Electric purchases) and credit in 1 15.750 (accounts receivable). Exhibit 4.5.1 provides 

information on the net payment by PacifiCorp to counter parties for purchased power for the test 

period of 12 months ending March 2003. 

Wholesale power transactions are typically delivered throughout the month and invoiced 

after month end. Because of the refinements that needed to be made in calculating the purchased 

power lag, the calculation was made on an individual invoice basis. Exhibit 4.5.1 captures net 

payable transactions processed through accounts 235.13 1 and 1 15.750. The lag was calculated 

as the difference between the payment date and the end of service date, effectively combining the 

billing .lag and payment lag into one amount. An additional 15.2 day product lag was added to 

the lag calculated above, to account for the receipt of energy that was assumed to occur evenly 

throughout the invoice month. 

Exhibit 4.5.1 page 2 shows the Total Purchased Power lag days of 40.14. The total C&T 

Back Office Dollarydays amount of $27,211,668,954 divided by the total C&T Back Office Net 

AMOUNT of $677,843,290 is the Purchased Power Lag of 40.14 days. The 40.14 days is 

carried forward to exhibit 4.1.1 for Purchased Power Excluding BPA credit Lag Days. As 

explained previously, the Amounts on 4.1.1 are taken from the Unadjusted Results of Operations 

due to netting agreements in place. 

BPA Regional Credit 

Exhibit 4.5.1 captures most of the purchased power transactions; however, the Bonneville 

Power Administration (BPA) Regional Credit is not reflected in the above reports. Idaho, 

@ Washington and Oregon received significant credits during the March 2001 test period. Exhibit 
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4.5.2 calculates the BPA Regional Credit Lag Days for Idaho, Washington and Oregon to be 

46.79 days, which is carried forward to exhibit 4.1.1. As the lag is a credit, when combined with 

the 40.14 days purchased power expense lag described above, the net result is a lower lag for 

Idaho, Washington and Oregon. For example, Oregon's net lag days is 38.42 as shown on 

exhibit 4.1 . l .  At the Total Company level, the lag is reduced from 40.14 days to 38.98 days, also 

shown on exhibit 4.1.1. 

Wheeling Expense 

The Wheeling Expense lag is the same as the Sales for Resale as described in the 

Revenue Lag section. The lag days for wheeling expense is 38.98 days as shown in exhibit 

3.13.1 page 2. Due to netting agreements in place, the amount on 4.1.1 is from the JARS 

Jurisdictional Summary on page 2.9.2. 

The Payroll Lag is calculated on exhibit 4.6.1, which shows the lag between the midpoint 

of each pay period and the Pay Date. The total lag is calculated as 13.56 days, which carries 

forward to exhibits 4.1.1 and the jurisdictional summary exhibits (2.1.2-2.8.2). Total Payroll & 

Overhead by FERC Account is used to weight the lag. Exhibit 4.6.2 pages 1-3 contains the 

detail. The amount carried forward to exhibit 2.1.2 is $403,966,432, which is labor and overhead 

by FERC account minus non-utility, capitalized labor and the large majority of account 501. 

Most of the account 501 labor is captured in the payroll lag in the Coal Lag section which can be 

seen in exhibit 4.3.1 under the heading Coal Payroll. 

Taxes Other Lag; 

The Taxes Other Lag has two primary components, the Property Tax Lag and the Other 

Taxes Lag. These lags were calculated from the midpoint of the tax period to the payment date 
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from schedules obtained from the Tax Department for taxes paid for 12 months ending March 

2003. 

The Property Tax Lag relates specifically to property taxes. As each state has different 

schedules for paying property taxes, the lags by state varied widely. For example, California has 

a 100 day lag versus a Colorado lag of 304-days. The Total Company Property Tax Lag is the 

weighted average of the state leads or lags. Referring to exhibit 4.7.1 the Total Company lag 

days were calculated to be 203.37 days, which is carried forward to the jurisdictional summaries 

(exhibits 2.1.2 - 2.8.2). The Amounts on exhibit 4.7.1 are detailed on exhibit 4.7.2, pages 1-3. 

For example, Washington's tax return Amount and Dollardays of $3,862,154 and 1,528,844,553 

respectively, found on page 2 of exhibit 4.7.2, are carried forward to exhibit 4.7.1. 

The Other Taxes Lag is the composite lag for a number of taxes including franchise, use 

and regulatory commission taxes. Exhibit 4.7.3 summarizes the tax payment Amounts and 

Dollardays brought forward from the detail on pages 1-4 of exhibit 4.7.4. Referring to page 1 of 

exhibit 4.7.4, the Oregon Franchise Tax payment Amount of $16,306,991 and Dollardays of 

$569,301,580 are carried forward to exhibit 4.7.3, The lag days calculated on exhibit 4.7.3 are 

carried forward to the appropriate jurisdictional exhi bit (2.1 -2-2.8.2). Prepaid tax expenses 

(Regulatory commission taxes and property taxes) have been excluded from the study. 

Income Tax Lag 

For purposes of normality, the test period of 12 months ending March 2001 was used for 

the income tax lag. The reason for using March 2001 data is that fiscal year 2003 federal and 

state income tax returns were not complete as of November 2003, and may very well result in a 

taxable net operating loss with no tax liability due. FiscaI year 2002 was a taxable net operating 

loss year. The main reason for the taxable loss, or possibility thereof, in those years results from 

bonus depreciation deductions that are currently scheduled to sunset in December 2004 (fiscal 
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8 year end 2005). Therefore neither of these two fiscal years is representative of a normal tax year. 

The fiscal year ended 2006 would be the first year without bonus depreciation but it would 

include the effects of the bonus depreciation on asset additions from the fiscal years 2002 

through 2005. Essentially the effects of the bonus depreciation are extreme depreciation 

deductions in the first year of the asset's life with the remaining asset basis depreciated over the 

remainder of the asset's tax life. This alters the normalcy of the tax depreciation of an asset, and 

will distort any analysis that focuses on current tax expense only without taking into account the 

associated implications of the deferred tax expense. Results of the lead lag study based on these 

years would be extremely abnormal since the study focuses on actual tax payments based on a 

tax return that represents current tax expense only. 

Since it would be too untimely to use 2007 data, it is determined to be prudent to step 

t back to the fiscal year ended March 2001 that was prior to bonus depreciation. This fiscal year 

more closely represents a normal tax year for purposes of analysis in the 2003 lead lag study 

which is planned to be used in rate case proceedings for the next several years. 

The Tax Department furnished the payment information for 12 months ending March 

2001. The federal and state Income Tax Lags were calculated as the midpoint of the tax period 

to the payment date for payments relating to 12 months ending March 2001 tax liability. Both 

federal and state income taxes are paid quarterly with an annual extension payment. Referring to 

page 1 of exhibit 4.8.2, the 17.1-day federal income tax lag was calculated as the Dollardays of 

$1,330,975,528 divided by the Amount of $77,902,620. The 17.1-day lag is carried forward to 

the jurisdictional summary exhibits. 

The composite State Income Tax Lag is calculated on exhibit 4.8.1 from the Amounts 

and Dollardays brought forward from the detail on pages 1-2 of exhibit 4.8.2. Oregon's tax 

@ 
Amount and Dollardays on page 2 of exhibit 4.8.2 of $5,452,000 and $1 19,348,000 respectively 
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can be followed through to exhibit 4.8.1 with the headings Oregon and Total PacifiCorp. The 

total amounts are then allocated to the jurisdictions using each of the jurisdictions allocation 

factor. The State Income Tax Lag of 21.16 days is carried forward to the jurisdictional summary 

exhibits. 



PAClFlCORP 
EXPENSE LAG SUMMARY 

I Description Amount Lag Days Dollar Days Reference I 

Operations 8 Maintenance 447,544,398 35.16 15,735,661,034 4.2.1 

Coal Lag 398,572,410 23.88 9,517,909,151 4.3.1 

Gas Lag 92,417,939 40.66 3,757,713,412 4.4.1 

Purchased Power Excluding BPA Credit 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 

PacifiCorp 

BPA Credit 

Oregon 
Washington 
ldaho 

Purchased Power Net of  BPA Credit - - 

California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 

PacifiCorp 

Wheeling Lag 

Payroll 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 

PacifiCorp 
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PAClFlCORP 
EXPENSE LAG SUMMARY 

Taxes Other Lag 
Property Taxes 

California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 
PacifiCorp 

Other Taxes 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 
PacifiCorp 

Total Taxes Other Lag 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 
PacifiCorp 

Income Tax Lag - Federal 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 
PacifiCorp 

Income Tax Lag - State 
California 
Oregon 
Washington 
Wyoming 
Utah 
ldaho 
FERC 

Total State Income Tax Lag 

Grand Total 

Page 2 of 2 



PacifiCorp 
Accounts Payable Lag Calculation 

12 Months Ending March 31,2003 

Amount Lag Days Dollardays bqba13L 1 
+& w,% 

April-02 63,168,416 Y 35 2,210,894,560 
May-02 64,999,106 34 2,209,969,604 
June-02 79,793,582 34 2,712,981,788 
July-02 66,830,368 35 2,339,062,880 
August-02 50,528,159 35 1,768,485,565 
September-02 54,469,398 35 1,906,428,930 
October-02 75,943,605 34 2,582,082,570 
Novem ber-02 80,248,871 35 2,808,710,485 
Decem ber-02 124,044,355 36 4,465,596,780 
January-03 58,705,968 3 9 2,289,532,752 
February-03 65,436,167 35 2,290,265,845 
March-03 89,371,573 35 3,128,005,055 

TOTAL $ 873,539,568 35.16 $ 30,712,016,814 + 
+0'-I.l. I 

Amount source is Accounts Payable Dollar CounWolume by Term by month 
Average days source is Accounts Payable Point to Point Report 

Payables for fuellgas, property taxeslother taxes, power purchases, 
wholesale trading positions and payroll are excluded. 





Accounts Payable 
Point to Point Report 
For April 2002 

Payment Invoice to Received to Received to Invoice to 
Terms Received Entered Paid Paid 

.5%5 

0.50% 

1%10 

1 .OO% 

1.50% 

2%10 

2%15 

BLANK 

DUE 

N15T 

NT02 

NT05 

NTlO 

NTI 5 

NT20 

NT25 

NT30 

NT45 

NT7 
- - 

Average Days 20 

Wednesday, December 03, 2003 Page 1 of 1 















Bndger AccounS Payable Data 

&&.&$J&~*$$@$@g@p~~~*:. &,yy@--L* --.-\.- *-w. 
a a- ,., --M.x--u -rm x*w* - ALvx* .rx .lr.- * - ' ! i r n ~ ~ ~  
29-Jan-03 12-Mar-03 42.0 522.23 20084309 1,226.85 M-161744 21,934 
13-Feb-03 12-Mar-03 27.0 253.20 20084309 1,226.85 M-161909 6,836 
13-Feb-03 12-Mar-03 27.0 146.52 20084309 1,226.85 M-161915 3,956 

Total 
PacifiCorp Share Q 66.67% 

1,226.85 M-161927 
1,751.55 12-MAR-03 
1,907.44 3375597A 
1,907.44 3381324A 
1,907.44 3372677A 
1,907.44 3375596A 
1,907.44 3371669A 
1,907.44 3372676A 
1,907.44 3378553A 
1,907.44 3381322A 
1,907.44 3381323A 

220.25 10-MAR-03 
2,085.00 12-MAR-03 
2,559.82 PO 0537272 
2,559.82 PO 0546785 
1,280.00 27-MAR-03 

44,007.00 19-MAR-03 
44,007.00 25-MAR-03 
14,830.51 25-MAR-03 
1,000.00 25-MAR-03 

100.00 27-MAR-03 
437.19 19-MAR-03 

3,754.43 CARRICK J 0203 
3,754.43 GERHARD W 0203 
3,754.43 KNAZAVICH M 130203 
3,754.43 BAUGH H 0203 
3,754.43 CURRIER M 0203 
3,754.43 BODENHAGEN J 0203 
3,754.43 ESQUlBEL S 0203 









P A C I F I C O R P  
Lead-Lag Study 
Hunter Joint Owner Fuel 

I DPEC (Account 143.10 CNTW 748) 1 

Mar-03 $552,780.59 $413,531.87 512012003 64.5 35,654,348.06 15.50 

TOTAL 5,305,767.58 3,984,998.00 65.4 347,254,779.48 

PERIOD 

Mar-03 $416.457.93 $41 6,457.93 511 912003 63.5 26.445.078.56 15.50 

TOTAL 3,762,435.63 3,762,435.63 61.8 232,470,748.35 

Apr-02 $54,599.97 $49,955.1 1 612412002 69.0 3,767,397.93 15.00 

Fuel Expenses 

UAMPS (Account 143.10 CNTW 7776) 

Payment I Payment I Lag Days I 
Date 

S Days 

Mar-03 $191,323.72 $1 91,323.72 5/16/2003 60.5 11,575,085.06 15.50 

TOTAL 1,770,656.54 1,770,656.54 61.3 108,467,110.08 

Payment ( Payment I Lag Days 1 
Date 

S Days PERIOD 

UMPA (Account 143.10 CNTW 7777) 

TOTAL 10,838,859.75 9,518,090.17 63.49 688,192,637.91 

- 
Apr-02 $28,033.69 $28,033.69 6/18/2002 63.0 1.766.122.47 15.00 

May-02 ($1.533 14) ($1,533.14) 7/16/2002 60.5 (92.754.97) 15.50 

Jun-02 $169.41 1.73 $169,411.73 811612002 61 .O 10,334,115.53 15.00 

Jul-02 $396.954.02 $396,954.02 911712002 62.5 24,809,626.25 15.50 

AUQ-02 $305.840 80 $305.840.80 1011612002 60.5 18,503.368.40 15.50 

Sep-02 $357.650 35 $357,650.35 1111812002 63 0 22,531,972.05 15.00 

Oct-02 $405,698.92 $405,698.92 12/1712002 61.5 24,950,483.58 15.50 

NOV-02 $426,290 55 $426,290.55 111612003 61 .O 26,003,723.55 15.00 

Dec-02 $438,489.23 $438,489.23 2/19/2003 64.5 28,282.555.34 15.50 

Jan-03 $424,070.80 $424,070.80 311712003 59.5 25,232,212.60 15.50 

Feb-03 $ 395,070.75 $395.070.75 411612003 60.0 23,704,245.00 14.00 

Fuel Expenses 

PERIOD Fuel Expenses Lag Days $Days Payment 
Payment 

nat,, 
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PacifiCorp 
Gas Purchases Lead Lag Study - FY 2003 (Operating period April 2002 - March 2003) 



PacifiCorp 
Gas Purchases Lead Lag Study - M 2003 (Operating period April 2002 -March 2003) 



PacifiCorp 
Gas Purchases Lead Lag Study - FY 2003 (Operating period April 2002 - March 2003) 











PacifiCorp Electric Operations 
Lead Lag Study for Electric Payroll 
12  months ending March 2003 

Beginning Date Ending Date Pay Period 
Pay Period Pay Period Days Pay date 

Check 
Lag 

Total 
Lag 

AVERAGE 





















PacifiCorp Electric Operations 

8 
Lead-lag Study on Cash Payments for Franchiseluse Taxes and Regulatory Fees 
12 months ended 3/31/2003 

Payment 2003 Payment Midpoint of 
Category Period Payment Amt. date Tax Period Lag Days Dollardays 

Oregon Franchise Tax 

Washington Franchise Tax 

Washington Business 8 Occupation Tax 

Washington Use Tax 

Page 1 of 4 



PacifiCor~ Electric Operations 

8 
Lead-lag 'Study on cash Payments for Franchiseluse Taxes and Regulatory Fees 
12 months ended 3/31/2003 

Payment 2003 Payment Midpoint of 
Category Period Payment Amt. date Tax Period Lag Days Dollardays 

Washington Public Utility Tax Mar-02 595,058 4/25/2002 03/16/02 40 23,802,320 
Apr-02 490,879 5/25/2002 0411 5/02 40 19,635,160 
May-02 478,646 6/25/2002 0511 6/02 40 19,145,840 
Jun-02 468,383 7/25/2002 0611 5/02 40 18,735,320 
Jul-02 607,544 8/25/2002 0711 6/02 40 24,301,760 

Aug-02 530,932 9/25/2002 0811 6/02 40 21,237.280 
Sep-02 538,330 10/25/2002 0911 5/02 40 21,533,200 
Oct-02 561,141 11/25/2002 1011 6/02 40 22,445,640 
NOV-02 709,324 12/25/2002 1 111 5/02 40 28,372,960 
Dec-02 591,603 1/25/2003 1211 6/02 40 23,664,120 
Jan-03 574,551 2/25/2003 01 11 6/03 40 22,982,040 
Feb-03 492,261 3/25/2003 0211 4/03 39 19,198,179 

Washington Regulatory Fees 

ldaho Franchise Tax 
All pass-through (billed to 
customers) and is not charged to 
to expense account 408 on 
on FERC Form 1 

ldaho Use Tax 
Use tax is embedded in the cost 
of materials, supplies and other 
tangible personal property 
purchased by the Company. For 
example, use tax on materials 
would be charged to the same 
expense account as the material 
as it is considered part of the cost 
of the material. Use tax is not 
charged to account 408 on 
FERC Form 1 

ldaho Kilowatt Hour Tax 

California Franchise Tax 
Paid annuallv in March 

Page 2 of 4 



PacifiCorp Electric Operations 
Lead-lag Study on Cash Payments for Franchiseluse Taxes and Regulatory Fees 

n 12 months ended 3/31/2003 

Category 
California Use Tax 
Use tax is embedded in the cost 
of materials, supplies and other 
tangible personal property 
purchased by the Company. For 
example, use tax on materials 
would be charged to the same 
expense account as the material 
as it is considered part of the cost 
of the material. Use tax is not 
charged to account 408 on 
FERC Form 1 

Payment 2003 Payment Midpoint of  
Period Payment Amt. date Tax Period Lag Days Dollardays 

Mar-02 45,149 04/24/02 0311 6/02 39 1,760,811 
Apr-02 2,061 05/24/02 0411 5/02 39 80,379 
May-02 1,245 06/24/02 05/16/02 39 48,555 
Jun-02 18,253 07/24/02 0611 5/02 39 71 1,867 
Jul-02 2,790 08/24/02 0711 6/02 39 108,810 

Aug-02 1,116 09/24/02 0811 6/02 39 43,524 
Sep-02 2.1 28 10124/02 0911 5/02 39 82.992 
Oct-02 706 11 124102 1011 6/02 39 27,534 
NOV-02 3,625 12/24/02 1 111 5/02 39 141,375 
Dec-02 1,803 01/24/03 12/16/02 39 70,317 
Jan-03 1,177 02/24/03 01 11 6103 39 45,903 
Feb-03 2,866 03/24/03 02/14/03 38 108,908 

California Public Utility Commission Fees Jan 1 to Mar 31 23,981 05/06/02 0211 5/02 80 1,918,480 
Apr 1 to Jun 30 23,621 08/08/02 0511 5/02 85 2,007,785 
Jul 1 to Sep 30 26,198 11/05/02 0811 6/02 81 2,122,038 
Oct 1 to Dec 31 23,798 01/10/03 11/15/02 56 1,332,688 

Wyoming Franchise Tax 

Wyoming Use Tax 
Use tax is embedded in the cost 
of materials, supplies and other 
tangible personal property 
purchased by the Company. For 
example, use tax on materials 
would be charged to the same 
expense account as the material 
as it is considered part of the cost 
of the material. Use tax is not 
charged to account 408 on 
FERC Form 1 

Wyoming Public Service Commission Fees 7/1/02 to 6/30/03 331,368 0311 8/03 12/31/02 77 25,515,336 

Utah Franchise Tax 
All pass-through (billed to 
customers) and is not charged to 
to expense account 408 on 
on FERC Form 1 

Page 3 of 4 



PacifiCorp Electric Operations 
Lead-lag Study on Cash Payments for Franchiseluse Taxes and Regulatory Fees 
12 months ended 3/31/2003 

Payment 2003 Payment Midpoint of 
Category Period Payment Amt. date Tax Period Lag Days Dollardays 

Utah Use Tax Mar-02 579,506 4/30/2002 0311 6/02 45 26,077,770 
Use tax is embedded in the cost Apr-02 223,444 5/31/2002 0411 5/02 46 10,278,424 

of materials, supplies and other May-02 184,999 6/30/2002 0511 6/02 45 8,324,955 

tangible personal property Jun-02 348,351 7/31/2002 0611 5/02 46 16,024,146 

purchased by the Company. For , Jul-02 178,688 8/31/2002 07/16/02 46 8,219,648 
example, use tax on materials Aug-02 90,091 9/30/2002 0811 6/02 45 4,054,095 
would be charged to the same Sep-02 114,095 10/31/2002 0911 5/02 46 5,248,370 
expense account as the material Oct-02 193,069 1 1/30/2002 1011 6/02 45 8,688,105 

as it is considered part of the cost Nov-02 82,600 12/31/2002 1 111 5/02 46 3,799,600 
of the material. Use tax is not Dec-02 98,580 1/31/2003 12/16/02 46 4,534,680 

charged to account 408 on Jan-03 84,352 2/28/2003 01 11 6/03 43 3,627,136 

FERC Form 1 Feb-03 209,749 3/31/2003 02/14/03 45 9,438,705 

Utah Gross Receipts Tax 

Montana Wholesale Energy Transaction Tax Jan 1 to Mar 31 31,979 0411 9/02 0211 5/02 63 2,014,677 
Apr 1 to Jun 30 38,420 07/17/02 0511 5/02 63 2,420,460 
Jul1 to Sep 30 36,688 10/16102 0811 6/02 6 1 2,237,968 
Oct 1 to Dec 31 33,177 01/29/03 1111 5/02 75 2,488,275 * Montana Energy License Tax Jan 1 to Mar 31 45,762 4/22/2002 0211 5/02 66 3,020,292 
Apr 1 to Jun 30 55,027 711 712002 0511 5/02 63 3,466,701 
Jul 1 to Sep 30 52,557 1011 612002 0811 6/02 61 3,205,977 
Oct 1 to Dec 31 47,422 1/29/2003 11/1 5/02 75 3,556,650 

TOTAL 33,013,701 1,708,010,351 
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Category 

PacifiCorp 
Lead-lag Study on Cash Payments for Income Taxes 

Based on 12 Months Ending March 2001 Tax Returns and Tax Payments 

Federal lnwme Tax Q1 Estimated Tax Payment 
Q2 Estimated Tax Payment 
Q3 Estimate Tax Payment 
Q4 Tax Payment 
FY 01 Extension Payment 

Total Federal 

State lnwme Tax 
Arizona Q1 Estimated Tax Payment 

Q2 Estimated Tax Payment 
Q3 Estimate Tax Payment 
Q4 Tax Payment 
FY 01 Extension Payment 

Total Arizona 

Tax Return Payment Midpoint of 
Amount Date Tax Period Lag Days Dollardays 

California Q1 Estimated Tax Payment 1 1 1,000 711 512000 913012000 -77 (8,547,000) 
Q2 Estimated Tax Payment 1 1 1,000 911 5MOOO 9130/2000 -15 (1,665,000) 
Q3 Estimate Tax Payment 74,000 1211 512000 913012000 76 5,624,000 
Q4 Tax Payment 0 3/15/2001 913012000 166 0 
FY 01 Extension Payment 45,000 6/15/2001 913012000 258 11,610,000 --- 

Total California 34 1,000 20.6 7,022,000 

Category 
Tax Return Payment Midpoint of 

Amount Date Tax Period Lag Days Dollardays 

State lnwme Tax (cont'd) 
Idaho Q1 Estimated Tax Payment 21 5,000 711 512000 913012000 -77 (1 6,555,000) 

Q2 Estimated Tax Payment 21 5,000 911 512000 913012000 -1 5 (3,225,000) 
Q3 Estimate Tax Payment 141,000 1211 512000 913012000 76 10,716,000 
Q4 Tax Payment 0 311 5M001 913012000 166 0 
FY 01 Extension Payment 87,000 611 512001 913012000 258 22,446,000 

- 
658,000 20.3 13,382,000 Total ldaho 

Montana 

Total Montana 

New Mexico 

Total New Mexico 

Q1 Estimated Tax Payment 
Q2 Estimated Tax Payment 
Q3 Estimate Tax Payment 
Q4 Tax Payment 
FY 01 Extension Payment 

Q1 Estimated Tax Payment 10,000 711 512000 913012000 -77 (770,000) 
Q2 Estimated Tax Payment 10,000 911 512000 913012000 -1 5 (1 50,000) 
Q3 Estimate Tax Payment 6,000 1211 512000 913012000 76 456,000 
Q4 Tax Payment 0 311512001 9/3012000 166 0 
FY 01 Extension Payment 4,000 611 512001 913012000 258 1,032,000 



PacifiCorp 
Lead-lag Study on Cash Payments for Income Taxes 

8 
Based on 12 ~ o n t h s  Ending March 2001 Tax Returns and Tax Payments 

Tax Return Payment Midpoint of 
Category Amount Date Tax Period Lag Days Dollardays 

State Income Tax (cont'd) 
Oregon Q1 Estimated Tax Payment 1,761,000 711 512000 913012000 -77 (1 35,597,000) 

Q2 Estimated Tax Payment 1,761,000 911 512000 9/30/2000 -1 5 (26,415,000) 
Q3 Estimate Tax Payment 1,190,000 1211 512000 9130/2000 76 90,440,000 
Q4 Tax Payment 0 311 512001 9/3012000 166 0 
FY 01 Extension Payment 740,000 611 512001 9/30/2000 258 190,920,000 --- - 

Total Oregon --Gzoh f-04.b. I f 2 1 . 9  11 9,348,000 3 
Utah 0 1  Estimated Tax Payment 

Q2 Estimated Tax Payment 
Q3 Estimate Tax Payment 
Q4 Tax Payment 
FY 01 Extension Payment 

Total Utah 

Total State lncome Taxes 

Total Federal and State 





Other Working Capital 

The Lead-Lag Study does not include Other Working Capital. As shown on exhibit 5.1.1, 

Other Working Capital is included in the Miscellaneous Rate Base Section of the Results of 

Operations Report. It is separate fiom Cash Working Capital, and since the related balances change 

on a continual basis, Other Working Capital was excluded from the Lead-Lag Study. The omission 

of the Other Working Capital does not have an impact on the outcome of the Lead-Lag Study 

related to Cash Working Capital. 



FERC 

&a Qm FACTOR 

1% Materials and Supp4ies 

S 

SG 

SE 

SO 

SNPPS 

SNPPH 

SNPD 

SNPT 

SG 

SG 

SNPP 

SG 

SE 

SO 

SNPPS 

SNPPH 

SNPD 

SNPT 

DGU 

DGP 

SNPP 

163 Slons Expense UndisMbuled 

SO 

25318 Pmvo Working Capital Dsposil 

SNPPS SNPPS (273,000) 

Total Materials 6 Supplies 

S 

GPS 

SG 

SE 

SO 

GPS 

SG 

SE 

SO 

182M ' MisdRepulatory Aascb 

SG 

SGCT 

S 

SG 

SGCT 

SE 

SO 

MlSC RATE BASE ADDITIONS BegJEnd Avg 
I S M  MISC Delsod Debhr 

S 

DGP SG 

DGU SG 

SG SG 

SO SO 

SE SE 

SNPPS SNPPS 

EXCTAX EXCTAX 

Working Capital 

CWC Cash Working Capital 

Other Wofhing Capitll 

131 Cash SNP 

135 Working Funds SG 

143 Other Acwunb SO 

SNP 

SG 

SO 

SO 

SE 

SE 

SE 

232 Acwunis PayabSO 

232 Aecountr PayabSE 

253 Defemd HedgeSE 

25330 Other Deferrsd SE 

Total Working Capital 
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Proposed Regulations 

132,373 Calculation of Cash Working Capital Allowance 
for Electric Utilities 

49 F.R. 14384 (April  11. 1984). reduce  the  burdens  on r a t emak ing  

I 8  C F R  P a r t  35 participants, including the Commission. 
currently causcd by litigation of the cash 

[Docket .NO. RM84-9-0001 working capital issue. .. ; 

Calculation of C a s h  Work ing  Capital  . . 

~l~~~~~~ for E~~~~~~~ Util i t ies;  pro- In a related order, published elsewhere 

posed R u l e m a k i n g  in this issue. the Commissi,on is also 
terminating a previous proposed rule- 

Issued: April 5..1984. making on cash working capital (44 F R  
AGENCY:  Federal Energy Regulatory 33410,,June 11. 1979) tha t  is replaccd by 
Commission. . this proceeding. 
A C T I O N :  Noiice of proposed rule- DATE:  W r i t t e n  ,cqmmenis o n ,  t h e  
making. proposed rule must be received. on or 
S U M M A R Y :  T h e  Federa l  Energy before June 4, 1%. 
Regulatory Commission (Commission) is A D ~ ~ ~ ~ ~ r  W r i t ~ e n  commenu must be  
proposing to amend its regulalions by the submi t t ed  to  the  S*tretary, Federa l  
addition of a new 5 35.24 which would Energy Regulatory . Commission. 825 
provide that  the cash working capital ~ ~ ~ t h  Capitol Street, NE.. Washington, 
requirements of any public utility that D.C. 20426 and  should,.reler LO Docket 
files any electric rate schedule under the N ~ .  ~ ~ 8 4 - 9 - 0 0 0 .  An or ig inal  a n d  
Federal Power Act will be presumed to be fourteen be filed. : 

zero dollars, unless it is demonstrated 
that the overall time difference between 
the average date  01 payment of certain 
current operating expenses by that utilily 
and the average  d a t e  of receipt or 
revenues for services to ratepayers is 
significant. A significant demonstrated 
time difference would result either in an  
addition to ratc base to permit a rcturn 
on working cash rcquircd to be kept on 
hand by thc utility or a reduction in rale 
basc to account for revenucs received by 
the  u t i l i ty  prior t o  paying relaled 
expenses. Any adjustment to ratc base 
rcqucstcd by any  participant in a ratc 
case must be suppor ted  by a fully 
dcvelopcd and reliable study. 

Proyscd 5 35.24 would prescribe the 
cxwnse clcments to  be considered in cal. 
c u l a t i n g  c a s h  w o r k i n g  c a p i t a l  
adjustments to r a t c  basc and other 
critcria applicable to  studics submitted in 
support of any rcqucst lor an adjustment. 
The proposed rulc woultl also cstahlish a 
threshold standard that  must bc met to 
support a cash working capital adjust. 
mcnt. Conforming amcndmcnts are also 
prupuscd fur thc filing rcquircmcnts in 
$ 35.13. 

T h r  prvpuscd rulc is intcndcd to 
promutc accurate, cost-bascd raicmaking 
hy establishing a presumption ol cash 
\vurking ca j~ i t a l  rcquircmcnts ~cnc ra l ly  
rcflcr~i\.r of utility intlustry cxpcricncc. 
The prupuscd rulc is a ls t~  intended to 

7 32,373 

F O R  FURTHER I N F O R M A T I O N  
CONT-ACT:  Jack 0. Kendall, Federal 
Energy Regulatory Commission. 825 
~ o r t h ' c a p i t o l  St.; NE.. Washington, D.C. 
20426. (202) 357-8033.' 
s u P P L'E M E N T A R"Y 
I N F O R M A T I O N :  

I. In t roduc t ion  

The Federal Energy Regulatory Com- 
mission (Commission) is proposing to  add  
a new 5 35.24 to its regulations under 
Part  I1 of the'Federal Po\\.er Act (FPA).' 
The new section would providc, first. tha t  
the cash working capital requircmcnts of 
any public utility tha t  files any electric 
rate schedule under the FPA will bc pre- 
sumed to be zcro dollars. As a result. a 
filing utility will not receive a n  adjust-  
ment  to  r a t e  base representing the  
utility's. cash working capital requirc- 
ments, bnless it is demonstrated tha t  thc 
overall t i m e  difference between t h c  
averagc da t e  of payment of cer ta in  
current operating cxpcnscs by that  utility 
and  the  average  d a t e  ol rcccipt of 
revcnues for scr\~iccs to ratcpaycrs 7 s  
significant. A significant demonstrated 
"I3g" in rcvcnuc collection in relation to 
the lag in the payment of cxpnscs  would 
result in an  addition L U  rate basc to 
providc a rcturn on the working cash 
rcquircd to bc kc\,\ on hand. Convcrsely. 
3 significanl drmunstretcd lag in thc 
paymcnt of rxpcnscs relative lo thc lag in 

Federal Energy Guidelines 
Wr a:, 



Proposed Regulations 

receipt of revenurs (typically referred LO 

as a revenue "lead") would be subtracted 
from rate base: Any such adjustment to 
rate base must be supported by .a fully- 
developed and reliable .study, whether 
filed by the utility, a wholesale customer, 
or other participant in the rate case. 

Proposed 5 3524 would prescribe the 
e x p e n s e  e l e m e ' n t s '  c o n s i d e r e d  i n  
calculating cash working capital adjust- 
ments  t o '  i,a.le base,  the 'threshold 
standard to' supj>orr a cash working 
capital adjusiment, and the nature of the 
studies thai'.may,be submitted in support 
of, or in o p p i i i o r i  to; kny.request for a 
cash working capitdl adjustment to rate 
base. Coriiorming arirenamenu are also 
p r o p d ' . f o r  the filing requirtments in 
5 35.13. . . . ' . 

The p r o p e d  rule is intended to pro- 
vide. .a ptesumption of .cash working 
capital .requirements that more clearly 
reflecu utility practice. To that end, the 
objective 41 the .rule is accurate, cost- 
based ratemaking. The Commission also 
wishes to,rcmove the,,-h working c a p i ~ a l  
issue, from electric rate .litigation in a s  
many cases as ,,pssible. I t  anticipates 
that the proposed. rule could reduce  he 
burdens.on the partics and the resoutccs 
of the Commission that litigation of this 
issue tends,to produce. 

Comments are requested on alterna- 
tives or modifications to the approach 
proposed. : . 

In a related'order, the Cornmission is 
also terminating a previous proposed 
rulemaking on cash working capital tha t  
is replaced by this proceeding. 

A. Commission Practice 

Cash 'working capital, as it relates to 
wholesale electric rs tu ,  is the term that  
historically has referred to the amount of 
cash needed on hand by a public u~ i l i t y  to 
pay its day-to-day operating expenses for 
the time p e r i t  during which the utility 
has provided electric service to i ts  
customers and has not yet been fully paid 
for the service. If ,  on the average, ihe 
time difference between the provision of 
service and the collection of revenue for 
that service exceeds' the tirne difference 
between the rendition of service, and the 
payment of expenses incurred to render 
that service, the utility is experiencing a 
" n e t  r e v e n u e  r e c e i p t  lag" t h a t  
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necessitates having cash on hand. On the 
other hand, if the lag in the payment  of 
expenses is longer than t h e  lag  in  
collecting revenues, there is  a ."net 
expense payment lag," meaning t h a t  the 
collection of revenues occurs in advance 
of paying expenses.,' . 

. The Commission historically has a1- 
lowed a utility to include in ra te  base the 
dollar amount of borrowed. or investor. 
supp l i ed .  -working cash r e q u i r e d  to 
compensate for net . lags in: receiving 
revenue. .This permits the uti l i ty,  and 
thus its investors,, LO earn a return on Lhe 
working cash used by the uti l i ty t o  p y  
expenses 'before corresponding rev.enues 
have . k e n  . received from . the .  utiliry's 
customen: The term describing. . the ,  per- 
mi?.ible neb- addition to r a t e  , base . to 
reflect, borrowed or investor-supplied 
working cash is. the cash ,w'orki~rig"capilhl 
allowance. T h t  .average amount  :of uni 
recovered expenses a t  any, given l i m e  can 
neveriheless be difficult to ,determine: 
Thrdif f icul ty  arises bccaux up+ses'ak 
paid, seririce rendered, a n d  revenues 
collected throughout the year,  ' b u t  .a 
company may receive revenues t o  cover 
expenses and services before ' o r  after 
paying the'expenses. 

The Commission historically has per- 
mitted the  cash working capi ta l  allow- 
ance to be calculated in accordance with 
some form of the "45-day convention.:'2 
Under this policy, the tirne tha t  elapses 
between the expenditure of a borrowed or 
investor-supplied dollar to pay for current 
operating expenses and the  recovery of 
that dollar in consumers' p a y m e n u  for 
services has been presumed to average 
one-eighth of a year.  or 45 days.  
Accordingly, the convention permits a 
utility generally to include in  rate base a 
cash working capital allowance equal to 
oneLeighth of its annual operation and 
majntenance expenses minus purchased 
bower expenses.' 

This Commission's predecessor, the 
Federal Power Commission, xt forth the 
rationale for the 45-day convention as 
follows: i 

Electric energy furnished by the com- 
pany during the current month is billed 
to the customer as of the first day  of the 
succeeding month with a fifteen-day dis- 
count period. The full period between the 
dates of rendition of service and the pay- 
ment has been adopted a s  the period of 
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lag and 'the working capital required for substi tuted for the resulu otherwise 
this period (exclusive of .fuel and other obtained for. ..that expense item,using the  
supplies) was determined to be 45/365 of 45day,convention. In addition, if such a n  
orxratina.cosu. * *.4 . . adjustment is .made for fuel cost lags, a P" 

~ r o k n e n t s  ol' the 45-day convention 
argue that  when uncontested, it is 
inexpensive to compute and easy to apply 
in electric rate cases.. This convention 
may nevertheless be anomalous in certain 
respects. Although modified since its 
inception, there exisu considerable doubt 
whether the 45-day convention reflects 
the experiences or practices of utilities 
generally. Consequently. :cash working 
capiml allowances determined solely in 
acco rd  wi th  t h e  c o n v e n t i o n  may 
exaggerate the actual needs of utilities. to 
the detriment. of utility.customen. 

If  cash working capital allowances do 
not reflect utility needs, rates may have 
unintended effects on utility manage- 
rrient behavior. For example, if utility 
stockholders receive a n  allowance in 
excess of a utility's actual  cash working 
capital needs, as  may result from applica- 
t ion of t he  cu r r en t ly -used  45-day 
conventions, the utility's incentives to 
minimize costs are reduced. The return 
on working cash amounts that may be 
overstated provides a cushion which 
reduces the penalty a utility might other- 
wise suffer for incurring excessive costs, 
o n c e  c u s t o m e r  r a t e s  h a v e  been  
established. With the excessive return as  
a cushion, a utility may  still be able to 
earn irs allowed return while unneces- 
sarily incurring extra costs, or it may 
retain the money as  extra profit above its 
allowed return. 

As a result of the variations in. utility 
experiences with t h e  paymen t  a n d  
recoupment of operating expenses. the 
Commission has traditionally allowed any 
participant in a, ratemaking proceeding to 
file a study to establish a cash working 
capital allowance on the basis of a 
utility's actual leads and lags in revenue 
coll tct ions for a l l  major  opera t ing  
exptnses.2 I n  add i t i on ;  recognizing 
seve ra l  l i m i t a t i o n s  of t h e  45-day 
convention, it has been Commission 
practice to provide for adjustmenls in 
applying the 4 5 d a y  convention, in the 
absence of a reliable lead-lag study and 
provided appropr ia ie  information is 
available.6 Under this "modified 45day  
convention", when actual lags in fossil 
fuel payments are known. they have been 

fuither adjustment is performed t o  r e f l e c ~  
the lag.,in .payment of purchased power 
expenses. In the pas& .,a utility. .was 
thought generally Lo pay, for. purchased 
power a t  about the same that it, in ' turn .  
received paymenl ,for the resale of. t h e  
power a n d  pu rchased -power - r e l a t ed  
expenses were therefore. not included in 
cash working capital computatidns'under 
the original 4 S d a y  convention. .&cause 
o f ,  ciiis historic. assumption and practice. 
any  ac tual .purchase:pow~ lag represents, 
a working w h . , n e e d  in .addition,, t o  
calculations.under.be 4 S d a y  convention. 

'The  modif ied  45 -day  conv;htioh 
generally resulu  in*.a- somewhat .more 
accurate assessmenti of cash working 
capital needs. It nevenheless'.shares t h e  
weaknwes  of the original application of 
the 4 5 d a y  'convention. Cash working 
c a p i t a l  - r e q u i r e m e n t s  c a n  s t i l l  : b e  
s igni f icant ly  overs ta ted  and  seve ra l  
important expense  items, notably taxes, 
a& routinely not' .accounted 'for. Par t ies  
still invest .resources in lead-lag studies 
and, &hilt a fully-developed and reliable 
lead-lag s tudy  .is the most accu ra t e  
method of determining the working cash 
needs of a particular utility, such a s t u d y  
tends to be a costly use ol  company,  
customer,  and Commission resources, 
relative to the dollars typically involved 
in a.dccision. Customarily, thousands of 
vouchers and invoices are reviewed in 
compiling the expense components of a 
study. Finally. all refinements of the  
45-day convention share'the same funda- 
m e n t a l  f l aw:  i t  h a s  n e v e r  b e e n  
conclusively decided which opera t ing  
expenses.ought LO be taken into account 
in establishing a n .  allowance, al though 
certain expenses have been disallowed in 
~ o m m i & i o n  ra te  opinions. 

The    omm mission believes tha t  a n y  in- 
adequacies and inaccuracies created by 
the existing convention enhance the  likeli- 
hood tha t  more lead-lag studies will & 
prepared in ratemaking proceedings. T h e  
Commission would like ,to avoid the  use of 
these studies when possible because 
preparation and review of the studies 
create a significant drain on the resources 
of those involved in the proceeding. 
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The cornmenters on the previous Corn- 
mission proposal to reform cash working 
capital ratemaking practices informed 
:he Commiss ion  t h a t  the Cost of 
developing a complete lead-lag study LO 

ascertain the exact working cash needs of 
a utility for a specific period, is between 
$30.000 a n d  $50,000. Because the  
methods used in these studies are not 
thcmselves~ beyond dispute, there con- 
tinues to be protracted litigation that  
costs the parties and the Commission 
even more time and expenx. The cosu to 
a' utility of litigating the issue or of 
developing studies d ~ e  includable in rates. 
For customers that  develop lead-lag 
studies to rebut claimed working cash 
allowances. the. related expenses must .be 
absorbed directly. ' ' 

8. Prior Norice o i  pro+d . . Rulemaking 

In  1979, the .Commission began to 
reexamine irs practices to determine how 
it might streamline i ts  ra temaking 
procedures and practices to reduce i ts  
backlog oi  electric rate proceedings and to 
i ssue  m o r e  t i m e l y  decisions. T h e  
Commission issued a Notice of Proposed 
Rulemaking (NOPR)' to es~ablish a 
formula for calculating utilities' d s h  
working capital allowancc~. Under that  
proposal, the 4 5 d a y  convention in all its 
forms would have been abandoned and 
lead-lag studies rendered unnecessary. 

T h e  Commiss ion 's  proposal w a s  
designed to provide a uniform, binding, 
a n d  r easonab ly  accurate  means  of  
arriving a t  a cash working capi ta l  
allowance. Although recognizing that the 
formula would yield only approximations 
of actual revenue receipt lags or expense 
payment lags,. the objective was to create 
a reasonably precise and indisputable 
working cash amount for each rate case. 

The NOPR proposed that the cash 
working capital allowance be determined 
by application of a formula accounting 
lor the following six annual expense 
items: (1) Fossil fuel; (2) wages and  
salaries (labor) expenses; (3) operation 
and maintenance expenses (olher than 
nuclear or other fuel expenses, purchased 
power expenses, and labor expenses); (4) 
ad valorem taxes; (5) revenue taxes 
(based on projected revenues under 
proposed rates); and (6) income taxes 
payable. The total annual expense for 
each of the six items would have been 
mul~iplied by 40/360, corresponding to 
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the fraction of the year (one-ninth) that  
the Commission. a t  that time, believed to 
be fairly representative of the length of 
t i m e  t h a t  t he  revenues needed to 
c o m p e n s a t e  a u t i l i t y  for expenses  
incu r red .  rendering service typical ly  
remain uncollected (the "revenue receipt 
lag"). 

The formula would have required that  
the six expense amounts thus obtained be 
totalled t o  yield the average amount  of 
cash that  is uncollected by a utility 
between the time it provides service to its 
customers and   he time a t  which it 
receives payment for' that  service. This 
was to be the  first of two steps.' The 
for.mula also would have required t h a t  the 
total amount of caih associated with,  the 
revenue receipt lags of, the six  expense 
i t e m s  b e  t e d u c e d  by. a n  a m o u n t  
representing .cash which is .not needed by 
a u t i l i t y  d u r i n g  the  t ime  between 
r e n d e r i n g  se rv ice  a n d  p a y i n g  the  
expenses attributable. to such service (the 
."expense payment lag"), but which would 
have, been needed if all expenses were 
paid when incurred. This.  adjustment 
recognizes that  utilities generally pay 
expenses incurred in providing,.service a t  
some time after the service is rendered. 
As a result of this calculation, the Com- 
mission had,  tentatively concluded that 
the fraction of the yuar for which expense 
payment lags exist for three of the ,six 
expense items does, not vary significantly 
f rom ut i l i ty  to utility. T h e  formula 
therefore would have mulitiplied these 
a n n u a l  e x p e n s e s  b y  f i x e d  t i m e  
coefficients: labor expenses (10/360), 
o t h e r  o p e r a t i o n  a n d  m a i n t e n a n c e  
expenses (25/360), and income taxes 
payable (90/360). With respect to f w i l  
fuel expenses. ad valorem taxes, and 
revenue taxes, the Commission proposed 
that  time coefficients be determined on a 
case-specific basis because the length of 
time t h a t  utilities delay payment of these 
eipenses varies significantly from utility 
rb utility. 

T h e  Commission received seventy  
cornmen& in response to the 1979 NOPR. 
M a n y  cornmenters  predicated that .  
rather than reducing litigation +I rate 
proceedings, the previously proposed 
formula would cause increased IitigaLion 
b e c a u s e  e a c h  of t h e  s i x  expense  
components could be disputed. Many 
c o m m e n t s  objected to t h e  formula 
because administrative costs of applying 
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i~ :would b c ' g r c a ~ e r  . than  thc cost of lags ranging . l r o m  .thrcc':to .thirty-1u.o 
applying ~ h c .  45-day convention. Many days.  T h e  other four showed.net cxpcnsc 
utili!ics .rcqucstcd . [hat .  .if ~ h c  proposccl payment  lacs 'of .one LO fourteen days., 
formula \%*ere nc\~crthclcss adopted. any  T h e  a s s u m p t i o n s  t h a t  . undcr l ie  t h c  
filing utility . b c '  permitted to substitute formula t ion  of this  proposcd rulc .arc 
ac iua l  cxpense lag cxpcriencc. lor thc based on d a t a  derived from thcsc tight 
fixcd coefficients in thc  formula. u h c n  studies.  . .  . 

significant diffcrcnccs exist. in ortlcr to  
achicve grcatcr accuracy. Some wholcsalc 
customers also suggested that .  as  a n  
alternative to ?he application of the 
prppuscd formula, a zcro cash wurking 
capital  allouancc should bc established in 
lieu of the ,  45-day con\.ention a s  the  
govcrning prcsumption about the wurking 
cash needs of most utilitics. . . 

T h e  cummenib rcc*cd pursuant to the 
prior NOPR " h a w  bcrn  reviewcd and  
proGide a p i n t  of d c p a r ~ u r e  for the Corn: 
mission's proposals in this notice. I n  light 
of thcsc commcnts a n d  the Comm'ission's 
e x p c r i ' e n c c ,  ' I h c  ' C o m m i s s i o n  h a s  
dc\.clopcd a rule tha t  uses a s  i ts  s ta r t ing  
point what it bcliives to bc a morc 
accura tc  prcsumption of the 'net  working 
cash needs of utilities. Only in unusual  
c i r c u m s ~ a n c e s  does t h e  size of n e t  
reIacnue receipt lags or  ncl .expense 
paymcni lags a p p c i r  to  jusiify cxpcnding 
t ime a n d  funds to suppor t  a cash tvorking 
capital  .adjustment greater  or less than  
zero. 'As a result of i t s  reexamination of 
t h i s  s u b j e c t .  t h e  C o m m i s s i o n  h a s  
d c t c r m i n c d  to  w i t h d r a w  i t s  car l ic r  
proposed gcneric formula for calculat ing 
cash working capital allowanccs. 

T h c  Commission's rccent cxpcriencc 
suggcsts that a 45-day cash working 
c a p i t a l  allo\r.ancc m a y  be u n r c p r c -  
s c n t a t i \ . c  of i n d u s t r y  r e q u i r e m e n t s  
gcncrally. Somc utilitics a re  experiencing 
lcads in thc collection of revcnucs, ra thcr  
than  lags. Although cash working cap i ta l  
is a n  clcmcnt in ncarly all ra te  filings. 
rcliahlc Icad-lag studics a rc  not commonly 
dc\.clopcd. For cxamplc.  s tudies wcrc 
filcd with the Commission in twclvc of 
thc  twcnly.onc clcctric rate cases in 
which Commission opinions wcre issucd 
aftcr  a formal hcaring a n d  initial decision 
i n  fiscal years 1982 a n d  1983.8 Only eight 
of. these ~ t u d i c s  were accepted b y  ~ h c  
C o m m i s s i o n  a?: " f u l l y - d c v c l u p e d "  
( includinp;  al l  r e l c v a n t  expense  a n d  
rc\.cnuc i laia)  ant1 "reliable" (accura te ly  
a n d  apprirpriatcly computed).  Four ol the 
acccptcd studics %how nr l  rc\vcnuc reccipl 

f h c   omm mission's‘ proposy?  ru!b 
accounts  lor all typical current cxpcnscs 
t h a t  significantly affcct a utility's nccd to  
main ta in  cash on hand. While all ut l i t ics  -.--- 
pay  ad valorem taxes (mostly propcr ty  
t a x e s )  a n d  income taxes, t h c  , e igh t  
accepted studies show tha,t utilities pa,y 
ihese tax expenses infrequently, ~ y p i c a l l y  
a f t e r  long de lays  relarive to-lhc s t r c a m  of 
services provided in relation to thcsc Lax 
dollars. T h i s  long lag in tax p a y m e n t  
a p p c a r s  to  b c  the  major, facaor rcducing 
t h e  nct  revcnue reb ip&lag  ti'mc. I n  tact .  
dc lays  in tax paymefits may bc c r c a l i n g  
overall ne t  expense paxmcnt lags t h a ~ ;  on 
t h e  average,  leave some companics wi th  
more working cash than  needed t o  meet  
c u r r e n t  cash  expenses. 

Although taxes a re '  significant cash 
expenses t h a t  must  be paid by utilities, 
they  generally have not been t a k e n  in to  
account  in determining u~i l i t i es '  cash 
w o r k i n g  c a p i t a l  r e q u i r c m c n t s ,  
contr ibuting.  t o  the perceived exccssivc 

i 
allo\vances.'O T h e  fact tha t  applicat ion of  
t h e  45-day convention does not t a k e  in to  
account  all necessary expcnses m a y  hc 
responsible lor the failure in s o h c  cases of 
t h e  convention to yield allowances tha t  
rcllcct utilitics'  working cash ncetls with 
reasonable accuracy. Application of t h c  
con\.ention selectively to only cer ta in  
expenses also skews its results because 
thcre  m a y  be important  timing variat ions 
in the  p a y m e n t  of the unaccounted-lor 
c x p c n s e s .  S o m e  p a y m e n t s .  s u c h  a s  
employees '  wages and  salaries a n d  .bills 
covering train-delivered coal, a r c  made  
quickly; O t h e r  payments likc a d  valorcm 
a n d  incyme tax bills. are: typically paid 
a f t e r  )$ng delays. The  variability of thcsc 
working elements has Icd the  Commission 
t o  reexamine its general rulc fur affording 
r a r e  base treatment to cash o n  h a n d ,  LO 

covcr those cxpenscs. - 
111. T h e  P r o p o s e d  R u l e  

T h e  Commission belie\pcs tho1 the  
interests of greater accuracy, cost-bascd 
ra tcmaking .  and  rcducrd administrative 
de lay  rcquirc a rccxaminrtion uf cash 
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working c a p i t a l  allowances t h a t  a re  exception to the general rule u.ould be 
included in r a t c  bssc.  provided in recognition t h a t  n o t  all 

Clcarly. i f  the  commission can identify 
a n d  sct forth a n  equitable allowancc level 
tha t  rcflects more  closely the average 
u t i l i ty ' s  a c t u a l  cash working capilal  
needs. the less incentivc there is for a 
ut i l i ty,  an intervenor,  or Commission 
staff  to file a s t u d y  to justify some other 
allowance. A rule t h a t -  more accurately 
reflects u t i l i~ ies '  'actual  needs a n d  tha t  
permits  exceptions from the  general rule 
only in unusua l  circumsLanceS should 
help reduce l i t igat ion tirne a n d  costs. T h e  
result would be t o  reduce :burden for all 
ratemaking par t ic ipants ,  including the  
Commission, . uti l i t ies ,  a n d  ratepayers. 
T h e  Commission therefore proposes such 
a n  approach. . !  . 
A. Presumption Againsf ~ l l o w a n c e  ' 

' 

T h e  Commission acknowledges, tha t  c!n 
the  basis of i t s  observations-including 
t h e  eight  c a s e s  discussed above-s 
perfect m a t c h i n g .  of expense payments 
with revenue collections. so a s  t6 p r d u c e  
a net lag in r e v e n u e  r e c e i p t ~ , o r ' e x p e n ~ e  
payments of exac t ly  zero, is uncommon. 
Howcver. t h e  commission's  experience 
indicates t h a t  a c t u a l ' n e t  lags in revenue 
receipt or expense payment  a r e  generally 
so small t h a t  t h e y  have a minor affect.on 
ra tes  and real izat ion of t h e  allowed ra te  
of return. Therefore.  t h e  Commission 
belie\.es t h a t  w h a t  is. in effect, a working 
c a s h  a l lowancc  of zero dollars  more 
accurately rcflects  the needs of most 
utilities. I t  proposes t o  establish t h a t  
allowance a s  t h e  operable presumption 
lor all utilities. filing ra te  changes with 
t h e  Commission.11 T h i s  prcsumpt ion  
against a d j u s t m e n t s  to rate base a s  a 
result of w o r k i n g  cash  needs is t h e  
primary focus of this  proposal. Increased 
accuracy in s e t t i n g  rates, based on costs 
will r e s u l ~  f rom th is  presumption in most 
cases. The  proposed rule would never- 
theless provide for a n  ad jus tment  other  
than  zcro if, a b s c n t  the adjustment.  the  
impact on a u t i l i ty ' s  abi l i ty to  earn i t s  
return would b e  impaired or t h e  utilities' 
rates to its wholesale customers would be 
significantly h igher .  , 

I n  c o n j u n c t i o n  w i t h  t h e  z e r o  
prcsumption. t h e  Commission proposes to 
allou. inclusion of cash working capital  in 
the  rate base of a filing ut i l i ty i f  i t  is 
shown that  t h e  t iming of i ts  expenses a n d  
re\.enues collection is abnormal.'2 This  
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f a c t o r s  a f fec t ing  thcsc  r c v c n u e  a n d  
expense payment timing differences a r e  

particularly when t a x e s  a r e  
taken into account. For tha t  reason.  a 
utility may find itself with working cash 
needs, i.e.. a ncl revenue receipt l ag .  t h a t  
w i t h o u t  r a t e  b a s c  t r e a t m e n t .  a r e  
sufficient to impair  the utility's ab i l icy  to 
earn its allowed return. Conversely. .net  
expense payment lags, par t icu la r ly   hose 
created by taxes, may p u ~  a u t i l i t y  in a 
posi~ion 1.0 earn  in excess of its allowed 
relurn. In  bot,h 'cases. the Commission 
believes a n  adjustment to, r a t e  base  is 
appropriate and equitable.. I t  therefore 
pmposes a m e a m  of obtaining e i t h e r  such 
adjustment. .  . . 

8. Filing for an Adjustmenl: Threshold  ... I. 

Criterion 

T h e  Commission believes a d o p t i o n  of 
the ,zero allowance presumpt ion  would 
s,ignifican'tly reduce the  amount  of tirne 
and . .money  spent  on the cash working 
capital  issue in wholesale e lec t r ic  rate-  
m a k i n g ,  p r o c e e d i n g s .  D e s p i t e  t h e  
perceived viability o l  this  p resumpt ion .  
the Commission recognizes, on o n e  hand,, 
t h a t .  d i sputes  might still.  a r i se ,  even  
though the  amount of ra te  base  a t  s lake  
might not j u s ~ i f y  the costs of resolving 
the  dispute and ,  on the other h a n d .  t h a t  a 
prohibition against a n y  cash working 
capital  allowance in ra te  base could  work 
a n  undue hardship on investors o r  rate-  
p a y e r s  i n  some c a s e s .  T h c s c  c o n -  
siderations argue for a n  exception to  the 
general rule. 

I f  a p a r t i c i p a n t  a d e q u a t e l y  
demonstrates that  a utility's working 
cash needs vary significantly f rom the  
general rule, i.e.. a zero a l lowance ,  a n  
adjustment to rate base i h a i  reflects 
either the  utility's cash needs o r  i t s  early 
col\ection of revenues would be made .  I n  
oth'er'words, the Commission is proposing 
t h i t  a cash working capital  al lowancc not 
be changed from zero. unless a ut i l i ty or 
o ther  par t ic ipant  in t h e  proceeding .  
including the Commission, s u b m i t s  a 
lead-lag study t h a ~  demons t ra tes  c ? h e r  a 
significanl "net revenue recc ip t  lag." 
[ h a t  is, a delay in collecting m o n e y  from 
ratepayers lor expenses incurred in their 
behalf. or a s ign i i ican~ "ne t  expense 
payment  lag" in relation t o  revenue 
collection. T h e  Commiss ion  will not 
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accept  such a s tudy  and rcqucst lor 
adjustmcnt,  howcvcr, unlcss it is shown 
tha t  such a lag is grcater than 15 days. 
This  proposed cxccption to the gcncral 
ru le .  thus  would create . a  15-day lag 
threshold s tandard  or. LO state it anothcr  
way. , a , .  thir ty-day "no-allowance zone" 
bounded on one cnd by a net expense 
paymcnt lag of  15 days and on the other  
end by a net  revenue receipt lag of 1 5  
days.  

T h e  p r i m a r y  purpose ol the filing 
threshold, or no-allowance zone. would be  
to  reduce the  t ime and money spent  
ligitating the cash working capital issue 
b y  discouraging parties from conducting 
lead-lag sludies where the amount  a t  
s t a k c  is not likely to be large. The  15-day 
revenue or expense lag requirement is 
s u f f i c i e n t l y  l a r g e  to  provide  s o m e  
significant relief lrom litigation costs a n d  
thercby reduce the burden on the par t ies  
a n d  Commission resources, but  no1 so  
1 a r g c . a ~  to prevent  rate base ad jus tments  
t h a t  would reflect lags large enough to  
seriously impact  on cither 'a utility's 
investors o r  i t s  c u s t o m e r s .  T h e  
Commiss ion  believes the 15-day  . l ag  
requirement would provide a reasonable 
b a l a n c i n g  of t h e s e  object ives.  T h e  
Commission invites comment both a s  10 

\r.hct her such a threshold filing require- 
ment  is needed a n d  the appropriateness 
of the  s tandard  selected. In  addit ion.  
comments a r c  rcqucstcd regarding how 
difficult it would be for a part icipant  in a 
ra te  case to dctermine the likelihood of a 
greater- than-15-day lag and,  based on 
t h a t  est imate.  whether preparation of a 
lead-lag s tudy  would be justified. 

Of the eight Icad-lag studies acceptcd  
by the  Commission in fiscal years 1 9 8 2  
a n d  1983. t w o  would have bctn accepted 
undcr the rule proposed here for the  
purposc of adjust ing the rate base. A zcro 
allo\\,ancc rvould havc rcplaced thc  o ther  
six studics. which produced r e s u l ~ s  t h a t  
u a u l d  not mcct thc 15-day-lag threshold 
a n d  thus would lie within the ~~~~~~~11 
~ - . . ,--- 

t h i r t y - d a y  n o - a l l o w a n c e  zone .  T h c  
Commiss ion  bclicvcs tha t  the  filing 
threshold should also save t ime  a n d  
money in m a n y  of thc large numbcr  of 
r a t c m a k i n g  p r o c e e d i n g s  t h a l  w i l l  
ultimately be resolved in set t lement but  
which might  otherwise involve more  
extended cash  ueurkin~ capital disputes.  
Whilc part icipants  in rate proceedings 
still would need to  dctcrmine whcn r 
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fully-dcvcl.opcd study wouid bc worth. 
while, cvcn il thc thirty-day no-allownnce 
zunr is adopted,  rhc !csourccs dcvolcd t o  

f ':* 
thc cash working capital issucs gcncrally 
should bc signilicantly reduced. 

T h e  Commission recognizes tha t  a zero 
cash working capital requircmcnt m a y  
not bc possiblc for every utility. T o  .a 
greatcr  or lesser extent..the timing.of t h e  
collec~ion of rcvcnues and  payment of 
expenses  m a y  be subject  . t o  fac tors  
b e y o n d  a u t i l i k y ' s .  c o n t r o l .  T h e  
Commission has nevertheless concluded 
l hat the proposed s tandard  for filing .a 
s t u d y  w o u l d  p r o v i d e  . r e a s o n a b l e  
p r o t e c t i o n  l o r  . . s t o c k h o l d e r s  . . a n d  
c u s t o m e r s ,  while he lp ing  . t o .  r e d u c e  
1itigation.of this  issue. If a ~ e l i a b l e  s t u d y  
meeting the standard is filed, r a t e  b a s e  
will be adjusted -:to reflect fu l ly ,  t h e  
d e m o n s t r a t e d  ne'L."lag i n  e x p e n s e  
payments  or revenue receipts. . . . 

' . 
I n  this , ratemaking dcvic;, 

t h e  Commission , i s  cognizanl  of . the 
i m p a c t  on the.respectivc parties. .Insofar 
a s  jurisdictional rates a r e  involvcd., all 
costs incurred by a ulilily for c o n d u c ~ i n g ,  
filing, a n d  litigating a s t u d y  a r e  borne by 
wholesale ratepayers, including, s tudies 
submi t ted  b y  a utility filing lor a ratc 
change.  Assuming t h a t  such costs can  be 
reasonably  an t ic ipa ted ,  they c a n  be 
included in test period estimates. Therc-  
lore. there is a theoretical incentive lor a 
ut i l i ty to  file a s tudy showing a n y  lag 
g r c a t e r  t h a n  IS days. If ra te  bases 
ad jus tments  were permitted LO account 
lor only t h a t  portion of a lead or lag in 
cxccss of 15 days. a n  option on which 
commcnls  a r e  invited. the  eflcctivc no- 
a l lu \vancc  zone would bc s o m c w h a t  
grca te r  in practice. Because of who bears 
t h e  costs, however, thc  inccnti\.c to 
prepare  a s tudy  to demonstrate a rcvenuc 
receipt lag will always be grcater  than 
t h e  incentive to customers l o  shu\v a 
smaller ,  nct rcvenuc rcceipt lag or a nct 
expens; payment lag. 

Differences between revenuc collection 
a n d  cxpensc paymenls tend generally to 
h a v e  %*hat the Commission views asia 
relatively small impact on customer rates 
a n d  stockholders' equity. a n d  this would 
r c m a i n  t rue  i f  the proposcd rulc is 
adopted ,  whether or not the first IS days 
of nct  revcnue receipt lags or expcnsc 
p a y m e n t s  lags werc rccognizcd for rate 
purposes. For example, il both a utility 

Federal Energy Guidelines 
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and  a ralepayer submitted lead-la8 
s tud~es ,  but the customer's study was the 
one accepted by the Commission, rates 
would be. on average, approximately 
0.03% lower for each day of lag claimed 
by the u t~ l i t y  but demonstrated not to 
exist by the customer's s t u d y . I V f  the 
customer's study showed the lag to be 15 
days less than that claimed in the 
utility's study, rat- would- be about 
0.4490 lower than they would be if the 
utilily's findings were accepted. For 
fur ther  i l lustration,  .if the  uti l i ty 's  
unaccepted study shows a 4 5 d a y  net 
revenue receipt lag, but the customer's 
study demonslratcs that there is no net 
lead or lag, there would be no adjustment 
a t  all to rate base, and. r a t u  would be 
1.28% lower than they would be if 8 

4 5 d a y  lag was given effect. However, the 
cosu of preparing, filing, and litigating a 
study would be borne by the customers, 
t ha t  overall customer savings would 
depend on how much study costs are  
exceeded by actual rate reductions. If 
rate savings realized by a customer ~s 1 

result ,of doing a lead-lag study, a r e  1- 
than the customer's cost in preparing the 
study, the customer would Ime money by 
d o i n g  a s t u d y  e v e n  t h o u g h  i t  
demonstrated that  the actual lag was  less 
than' tha t  .stated by the utility. , 

' A fi l ing u t i l i t y  t h a t  s u b m i t s  a n  
acceptable lead-lag s tudy  under  the  
proposed rule, rather than accep t  a 
p re sumpt ive  zero allowance,  , would 
receive similarly small benefiu even if i ts  
study is deemed reliable. Each additional 
day  of lag shown by a study .would raise 
shareholders' total earned re turn  on 
investment approximately 0.02 of a 
percentage point. This, for example,  
would be equivalent to increasing a 
12.50% rate of return on equi ty  Lo 
12.52%. If a 15-day lag is shown, the  
utility's equity return would be increased 
by an amount equivalent to increasing 
the effective rate of return by about  0.30 
of a percentage point, while demon- 
stracing a 45-day lag would increase 
equity return by an amount equivalent to  
raising the rate of return 0.92 of a 
percentage point. Unlike the si tuation 
with customers,  however, filing a n d  
l i t igation costs do  not offset  rhese 
benefits, because they are also borne by 
the customers of the filing utility. not the 
shareholders. These costs, to the  extent 
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they can k anticipatcd by the uti l i ty.  
may be included in test period estimates.  

The Commission also proposes a n  
a l t e rna t ive  me thod  of s t a l i n g  a n d  
computing the filing threshold t h a t  would 
represent an  impact on utility rates 
equivalent to the IS-day test. As a 
substitute for the 15-day lag s t anda rd .  a 
percentage of total revenue requirements 
test could be used. In other words. if a 
c u s t o m e r  o r  u t i l i t y  r e q u e s t s  a n  
adjustment, the s tudy must show that  
any net exFnse  payment lag or revenue 
receipt lag. if given effect, would increase 
or decrease she utility's projected revenue 
requirements; before taking into account 
cash workirig'capital, by a t  least 0.5 of 
one percent. If a rate base reduction or 
i n c r e a s e  w e r e  r e q u e s t e d ,  by  a n y  
participant, the first s tep  in determining 
whether   his threshold standard was  .met 
would be to mul.tiply the amoun t  of the  
requested cash'working capital  adjust-  
ment to be added .to, or deducted from, 
rate base by the .claimed. overall ra te  of 
return, or deducted from, rate base  by the  
claimed overall ra te  of return, adjusted to 
reflect income and  revenue tax effecrs. 
This amount would then be divided. by  
total projected ..revenue requirements.  
yielding a percentage of total rates.  If 
this ca.lculation ' demons t r a t ed ,  in a 
qualifying lead-lag s t u d y ,  l h a t  0.5 
p e r c e n t  of t h e  p r o j e c t e d  r e v e n u e  
requirements  would be r ea l i zed  or 
foregone by the utility if the requested 
adjustment were made, an  adjus tment  to 
test period rate base estimates would be 
allowed. 

This approach has two advantages.  It 
may be clearer to express t h e  filing 
threshold in terms of a percentage impact 
on revenue requirements. Cash working 
c a p i t a l  r equ i r emen t s  a r e  n o r m a l l y  
expressed in dollars, not time periods. A 
threshold test that  is intended t o  exclude 
from.consideration those cases t h a t  might 
inyolve only minimal amounts of working 
cpsh is easily expressed as  a percent of all 
r a t u  and such calculations will use .the 
dollar level of cash working capi ta l  
adjustments as  their  ~ t a r t i n g ~ p o i n t .  
Moreover, a threshold expressed a s  a 
p e r c e n t  of a u t i l i t y ' s  r e v e n u e  
requirements will result in proportion- 
ately the same impact for each utility 
insofar as the effect of precluding a n y  
adjustment to rate base is concerned. 
Regardless of which s tandard  it sclccts, 

132,373 
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the Commission is proposing funda-  dctermincd. The expenses considered in 
mentally one threshold test. Comments arriving at  this determination should 
on the  need for the nature of that include only those expenses that  are  
threshold are solicited. allowable for ratemaking purposes under .. . - 

D. Proposed E l c m e n ~ s  of Lcad-Lag 
Studies 

Under ,the proposed rule, the rate base 
of a fi1in.g utility may be adjusted to 
reflect cash working capital other than 
zero if a proceeding participant .files a 
fully developed and reliable lead, lag 
study. In order to ensure thal  q s h  
working capital adjustmenu to.rate base 
are made in a consistent and justifiable 
manner, the p r o ~ e d  rule also would set 
forth ,general specifications. for lead-lag 
studies. . ,  

The  Commission is propasing that lead- 
lag studies be limited - to  t h w  nine 
"allowable" expense items which the 
Commission has determined to have the 
most significant impact upon working 
cash needs. These e r p e n w  are; ( I )  Fossil 
f u e l ,  (2)  l eased -nuc lea r  fuel.  43)  
purchased power. (4) labor, (5) other 
operation a n d  maintenance (excluding 
owned-nuclear fuel), (6) payroll Wes, (7) 
a d  valorem taxes, (8) revenue taxes, and 
(9) income taxes payable. No txpenses 
a i e  permit ted  any.  impact on juris- 
dictional ra te  base unless they arc either 
allocable or assignable to the wholesale 
service a t  issue. For example, fuel 
expenses no t  associated with trans- 
mission-wheeling services would not be 
includable  in cash working capi ta l  
calculations. Three of these nine expense 
items--purchased power, payroll taxes, 
and income taxes-were not included in 
t h e  J u n e  1 9 7 9  proposed fo rmula .  
However, many commenters on  hat 
propasal suggested that these additional 
expenses have a significant impact on a 
utility's working cash needs and therefore 
should be accounted for in the formula.14 

5 35.13 and  a r e  not accounted for 
e lsewhere  unde r  one  of the  o t h e r  
categories of expenses in addition to 
working cash that  a re  includable in the 
overall total working capital allowance: 
the allowance for materials and supplies, 
including fuel inventor ies ,  a n d  the  
prepayment allowance. AIW, calculations 
of cash working capital, adjustments 
s h o u l d  n o t  i n c l u d e  ; a n y  r e v e n u e s  
associated with a n y  portion. of. a revenue 
receipt lag period with respect to which a 
late-payment de.vjce has  accounted;. or 
will account, for. t he  time-value of those 
;cvenuu during qe .pe r iod  that  collection 
of those revenues lag+,bebind the utility's 
paymenu  of associa)+ expnses ;  

The Commission' recognizes tha t  darn 
from two different,accounting periods is 
required to be employed in a n y  s tudy  
rebutting the presumption of i.a cash 
working capital ad jus tmen t  or zero. The  
timing of revenue tollections and .upense  
payments are derived from Period I da ta  
or from a previously approved study. 
Such data  must be updated for any a 

known and measurable .changes. , n e s e  
coefficients are  applied to Period I1 
al lowable  expenses  t o  deve lop  the  
appropr ia te  Period I1 cash 'working 
capital allowance. I n  addition, some of 
.these expense components have asset 
counterparts 16 a n d  therefore lead-lag 
studies must make a distinction between 

, c e r t a i n  of t h e  p a r t i c u l a r  expense  
components which qualify for r a t e  base 
treatment as c,asash' working capital  and 
their complementary asset counterparts 
for which rate base i rea tment  is otherwise 
provided. The proposal would permit  cash 
working capital calculations to include 
a m o u n t s  with r e spec t  t o  cos t s  for 

method of computing net revenue components of the nine expcnx  categories 
that  :are includable in cost of service receipt lags and net expense payment 

lags is set  forth in proposed 0 35.24(~)  statements submitted pursuant t o  5 35.13 

and the related fil ing in  for ratemaking purposes. Cost of service 
s ta tements  filed under  535.13 must 8 35.13(hXlZ)(ii). More specifically,, to t h e  allocation of to {' 

de te rmine  the  proper cash workrng 
capital allowance for a particular utility, accounts in t h e  Uniform System of 

the overall time period between the AcCOUnLS~la  

u t i l i t y ' s  weiehted rve rane  d a t e  of T o  avoid another source of possible 
paymint  of e-xpenscs incu;red in the confusion, the Commission notes tha t  the 
rendition of service and i t s .  weighted derivation of t h e  a t t e n d a n t  lead-lag 
average da te  of receipt of payl-nent for  coefficient^ for each of the qualified 
the serivce from its customers must be expense components may be based upon 

7 32,373 Federal Energy Guldellner 
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the actual experience for a time period 
other than Period I. The .cwfficients 
derived from either actual Period I data 
or data from some other representative 
period, i f  Period 1 is not and cannot be 
modified LO be representative, would be 
a p p l i e d  t o  p r o j e c t e d  P e r i o d  11 
counterpart chargeable amounks for each 
qualifying item that is allocable to the 
service a t  issue. 

1 .  Determination of Net  Revenue 
R e c e i p t  Lags. The  proposed ru l e  
presumes that customers' generally pay 
for all utilicy expenses once during a 
billing cycle. A single fraction of the year 
during which the revenue to compensate 
ttie ut,ility for incurring: the expenses'is 
uncollecied is therefore' developed and 
applied the same for a!! expenses. This 
"reCenue receipt lag" is the t ime peiibd 
from the midpoint of the service period to 
the average date of payment by' the 
customer. A "service period" is the period 
f o r  which the u t i l i ty  c u s t o m a r i l y  
measures the service rendered to its 
customers. typically 30 days. 
' 

For purposes of cash worki,ng capital 
analysis, the revenue' lag may be broken 
down into three periods: 'rendition of 
s e r v i c e ,  bill prepara t ion ,  a n d  ' b i l l  
paymen t .  For example, a s suming .  'a 
continuous rendition of electric service 
during a 30-day billing cycle, service is 
provided, on the average, I S  days prior .to 
the end of the service period. The revenue 
lag, therefore, consists of this 15-day 
p e r i o d  p l u s  a l l o w a n c e s  f o r  b i l l  
preparation and bill paymcnt less the  
t ime frame covered by any late payment 
penal t ies .  Fur ther ,  the  Commission 
believes that utilities typically allow 
about 10  days for meter reading, bill 
preparation, and mailing, with a 15-day 
period thereafter for bill payment. 

I n  view of the above considerations, the 
Commission's 1979 NOPR would have 
required that the total revenue lag be 
considered to be 40 days in all cases. 
However, many commenlrrs on the 1979 
proposed rule, predominately utilities, 
opposed the es~ablishment of a fixed 
40-day revenue lag. Relying .upon results 
of individuals' revenue lag calculations. 
utilities claimed that the 4 0 d a y  period is 
LOO short. Utilities indicated tha t  the 
revenue lag is longer because customers 
d o  not or. in some instances. cannot be 
required to pay their bills within the  

Federal 
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15day  payment period used in deriving 
the proposed 40-day revenue lag.. Because 
the revenue lag was to be multiplied by 
the total of all expense items included in 
the formula. utilities claimed t h a t  any  
d i f f e r e n c e b e t w e e n  i n d i v i d u a l l y  
calculated lags and  the 40-day lag is 
&tical and should be recognized in the  
formula. Furthermore,  utilities indicated 
that  the revenue lag is relatively easy  to 
calculate. Therefore, many respondents 
favored calculation of individual revenue 
receipt lags for each utility. 

. In response to  these commcnls a n d  due 
to the fact t h a t  the previous proposal and 
current policy ignore the effect of late 
payment penalties, the Commission has 
determined tha t ,  in preparing . lead-lag 
studies, utilities , a n d ,  other race case 
pa r t i c ipan t s  ,+~ould be r equ i r ed  to  
calculate company-specific ,revenue lags. 
This d e t e r m i n a t i p  has been made also in 
view of the Commission's belief t h a t  the 
proposed presumptive zero allowance and  
t h i r t y - d a y  no -a l lowance  z o n e  wi l l  
substantially. ' diminish the number  of 
i n s t a n c e s  l ead - l ag  s t u d i e s  w i l l  be  
prepared. 

Under the proposed rule, this revenue 
receipt lag would be netted against  the 
weighted average expense payment  lags 
t o  y i e ld  a c a s h  w o r k i n g  c a p i t a l  
adjustment t h a t  would be added  to 
(CWCA - R E V  - E X P )  or deducted 
from (CWCA = E X P  - REV) r a t e  base. 

2 .  Fossil Fuel and Leased Nuclear Fuel  
Expense Component. Payment for fossil 
fuel purchases is a large part of allowable 
expenses and therefore has a significant 
impact upon cash working capital  needs. 
The expense payment lag associated with 
the fossil fuel expense is dependent upon 
billing and payment procedures employed 
by the fuel suppliers, with considerable 
variation to be anticipated, depending on 
s u i h  factors a s  quantities purchased, 
fr.equcncy of deliveries, available onsite 
storage .facilities for each type of fuel 
used, and type of purchase (contract  or 
spot). The expense payment lag -h also 
dependent upon the fuel mix used for 
generating purposes, which varies from 
utility LO utility. Accordingly, an  analysis 
of fossil fuel purchases and their payment 
patterns is needed for each utility in 
order to obtain a reasonably accurate 
measure of working cash needs resulting 
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from fossil fuel purchases over and above 
that covered by fuel stock. 

A concern raised by many of the 
comments on the June 1979 proposal 
pertained to the proper fuel amount to  
include in the formula. Several comments 
indicated that  the dollar amount of fuel 

, purchased for the test period may  not 
equal the amount of fuel expensed during 
that period due to inventory fluctuations. 
This concern appears misplaced, since the 
dollar amount of fuel paid for prior to  
service rendition is recognized in the  
overall working capital allowance on 
account of fuel inventories. 

Another major concern expressed in the 
comments on the June 1979 proposal t ha t  
pertains to fossil fuel expense lags is the 
extent of the cilculation which is required 
to be made;.Many commenters contended 
that  the volume of fuel purchases::is so 
g r e a t  c h a f  a n  a n a l y s i s  of e v e r y  
transaction would be costly, impractical, 
burdensome,  arid unnecessary.  TWO 
alternative procedures were suggested in 
the commenu  as  practical means of 
determining the expense payment  lag 
coefficient for fmsil fuel. . . 

The first alternative was to limit the  
analysis to major fossil fuel suppliers and  
to t e r m s  of delivery a n d  p a y m e n t  
specified in contracts and/or purchase 
orders for spot fossil fuel purchases. 
Although such procedure may reduce the 
rnanhours  required  t o  perform t h e  
analysis, this would further reduce the  
validity of the results obtained from the  
proposed rule, because target contract  
payment dates, not ac tual  paymen t  
dates, would be used. 

A second alternative suggested was the 
use of a sample of fuel purchases with 
which to calculate the expense lag. Even  
in cases where m a n y  thousands  of 
purchase invoices are involved, analysis 
of an  adequate sample should produce 
very little deviation. The  Commission 
would be inclined to favor the use of a 
sampling technique to determine the 
weighted average expense lag for a fuel 
type (e.g., coal) if use of the sampling 
technique would reduce administrative 
b u r d e n  a n d  c o s t  w h i l e  e n s u r i n g  
reasonable accuracy.  Therefore ,  t he  
Commission requests comments a s  to  
whether a sampling should be permitted 
and. i f  so, how accu racy  could be 
adequately maintained. 

3 .  p u r c h a s e d  P o w e r  E x p e n s e  
Componenl. The 1979 NOPR slated t h a t  
purchased power was to be excluded from 
the cash working capital  formula because 
the revenue lag and assigned expense'lag 
associated with purchased power were  
equal. Many commenrers disagreed wi th  
the assumption t h a t  t he  billing a n d  
payment procedures used in purchased 
power t ransact ions  between ut i l i t ies  
conform closely with those associated 
with the rendition of elecuic 'service Lo 
wholesale CUStOIT!erS. Utilities indicated 
t h a t  they p a y  o t h e r .  u t i l i t i e s  f o r  
purchased power before they in , t u r n  
receive payment :from . t h e  wholesale 
customers to whom the :purch'ase,d power 
was resold. Utilities suggested t h a t  they 
be permitted the , o p ~ i o n  of usjng , a n  
individually calcula!.cdd e x + n k  payment  
lag for purchased ,fidwcr if t he  'uti l i ty 
could prove that  a significant difference 
existed, between the  .formula r e su lu  a,nd 
actual experience. 

Some urilities suggested not only t h a t . a  
review of interchange .agreements would 
provide sufficient support  for refuting the  
assumption of equal revenue receipt  and  
expense payment lags for purchased 
power  b u t  a l s o  . t h a t " i n t e r c h a n g e  
t r a n s a c t i o n s  s h o u l d  b e  u s e d  i n  
determining the . expense payment  lag 
associated with purchased power. T h e  
Commission believes t h a t  interchange 
transactions generally involve payments- 
in-kind, netting out  t o  zero, .so t h a t  cash 
working capital  is unnecessary with 
respect LO such arrangements. However, 
since this is apparently not always the 
case. the Commission ' is proposing to  
permit inclusion of purchased power 
expense,  inc luding t h e  n e t , .  of a n y  
interchange reportable under Account 
No. 555 of the Commission's Uniform 
System of Accounts. I n  computing cash 
working cap i t a l  r e q u i r e m e n t s ,  each 
utility 'would determine a n d  app ly  its 
own.' i n d i v i d u a l  a p p r o p r i a t e  l a g  
coefficient for this expense item. 

4. Labor Expense Component. The 
1979 NOPR proposal assigned ,a fixed 
expense lag coefficient of 10 days  t 2 t h i s  
expense i t e m .  Seve ra l  c o m m e n t e r s  
ques t ioned t h e  a p p r o p r i a t e n e s s  o f  
assigning 10 days  a s  t he  coefficien~. 
voicing concern over the Commission's 
lack of consideration o l  biweekly wage 
payments .  T h i s  conce rn  s h o u l d  be  
eliminated by the Commission's decision 
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tha t  all time lag cwfficients should be periods, thereby giving the taxes added 
determined individually by utilities. . importance in determining average cash 

availability for .. working ,capital. They '. Other Operacion and :Main'cnance should therefore be takeg into account. ,  
E x p e n s e s .  O t h e r  o p e r a t i o n  a n d  
m a i n t e n a n c e  expenses '  i n c l u d e  a l l  ,' The Payment lags for ad valorem and 
operat ion and maintenance expenses revenue taxes f luctuate  .widely from 
except fuel, purchased power expense, utility 10 utility because each company is 
labor expenses, and owned-nuclear fuel subject t o  localized assessments and 
expense. Although the other operation Payment 'schedules. Some expenses are 
.and ma in tenance  expense,  category paid in advance while others a re  paid a t  
includes a variety of items, operation a n d  varying lagging intervals. A .  wide range 
maintenance supp ly  expenses are  usually of payment dates 'within a n  individual 
the  predominant items. utility,'s  ax items in the% categories may 

occur due l o  the difference in the  taxes 
Because of the and e e s s e d  aTong  ,:sec~ors,'of the  service . 

nature  of the items included within other terrjtory of utility. Therefore, in order 
operation and maintenance 'ex~cn*~* the !hat suitable.expense payment lags for,ad 
Coinmission had concluded in '1979 valorem and  rcvcnue taxes be calculaled, 
performing a detailed payment t h e  Co?  mi ,ss i  qn ..is p r ,o  p o s i  n g  ,.a 
w o u l d  c a u s e  excess ive  a d d i t i o n a l  requirement . t h a t  . b e  expense payment 
admin i s t r a t ive  costs. The re fo re , .  the lags for thae8items be determined on a 
Commission proposed. that  a 2(rday u~ilily-specific.pasis. . . 
expense lag be assigned to operation and 
maintenance expenses. However, several ' Almost a'1 the on the 
c o m m e n t e ~  that  questioned the validity earlier proposal addressing the  issue 
of the for the fixed 2 a e y  supported , the provision for  individual 
exptnse lag proposed that a n  option. to  calculation of expense lags for a d  valorem 
calculate an  individual lag be included in iaxes"  a n d  ' r e v e n u e  S o m e  
the  fornula  as an  to .the .comme"'ers however, proposed that 'all 
2 5 d a y  expense lag, if the individual other taxes also be included in - t h e  
result is substantially different. Because formula .  Because  of  t h e  numerous 

commission believes i t s  new proposed .miscellaneous o the r  taxes reflecting 
r u l e  would result in fewer relatively small expense liabilities and 
studies, i t  has decided in favor of the number of. these taxes which ' a r e  
requir ing grea ter  accuracy in,  ~ t ,o se  incurred in securing rights to provide 

that  still be prepared and, retail service k g . ,  franchise taxes), the 
therefore, is proposing that  each utility June '1979 proposed formula included 
be required to calculate and apply its own only those taxes tha t  the commission a t  

company-specific expense lag for other t ime believed Lo generally have a 
operation and maintenance expenses, significant impact upon working cash 
based dr! t he  requirements related to wholesale service, 
operation and maintenance supplies. i.e., ad valorem taxes and revenue taxes. 

6, Ad v ; ~ ~ ~ ~ ~  T~~~~ and R~~~~~~ Fur thermore ,  revenue taxes would 

j ~ - ~ ~ ~ ~ ,  ~d taxes are thosetaxes include only those.taxes which are based 

which are  based upon a n  assessment or solely upon wholesale revenue collections 

v a l u a t i o n  of (tangible a n d  0' gross receipts. Ad valorem taxes would 

in t ang ib le )  owned by a (e.g., include only those iaxes for which the 

prdperty taxes). R~~~~~~ taxes are those principle underlying basis is a n  assessed 

taxes which are based open the level of . ialue of that  on which the tax is being 

revenue earned by a utility (e.g., gross levied. 

receipts taxes). Ad valorem taxes are 7. Payroll Taxes. Payroll taxdxpenses 
typically less than 5% of t h e '  total were not allowable expenses under the 
operating expenses. Revenue taxes are 1979 NOPR because the Commission felt 
applicable only in certain jurisdictions a t  that time tha t  the expense had an 
and may not be a large component of insignificant impact upon working cash 
operating expenses. Even if these taxes needs. However ,  many  commenlers  
are  not a significant consideration in cash argued that  payroll taxes expense should 
working capital evaluations, tax payment be recoverable in the cash working capital 
schedules frequently involve lengthy lag allowances. Utilities and other parties 
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indicated that social security taxes. the 
predominant component of payroll taxes, 
are  paid  during the enrlrc year for almost 
all employees. Based upon information 
supplied in the commenu relating to the 
p a y m e n t  of  t axes ,  a n d ' w i t h  t h e  
knowledge t h a t  these amounts  a r e  
continuously growing, the Commission 
proposes now to incorporate this expense 
element in working capital calculations. 
Each utility would determine lu own 
expense payment lag time coefficient. 

8. .ln&orrie Tsxu. Income~taxes paya%Ie 
was.includ'cd'asan expense component in 
the June 1979 proposed 'rule. Income tax 
pajtable i s  income tax allowable under 
5 35:13(hX36) '(Statement BK(iXC)). -less 
any  d i f e i i d '  t%xes. Income taxes payable 
was considered ' to be .ihe appropriate 
a m o u n t  T o r  'wh'ich w o r k i n g '  c a s h  
'requirenienti'should be analyzed, because 
income tax allowable iricludes deferred 
taxes which..are . c a p i ~ l  .related:.and 
typically do, not require a cash outlay 
during the t q t .  period. I n c b e  a x e s  
,payable would ..include state .as well as 
federa l  income taxes, because . s t a t e  
income tax payment procedures generally 
reflect  payment patterns for federal 
income taxes. , . . .  

T h e  expen'se lag for 'jncome taxes 
payable in the earlier proposed rule was 
fixed a t  90 dk'ys. Although many of the 
r e sponden t s ' ,  were" nbncommi t t a l  , or 
generally .supported the figure, some 
commenters obgerved that the W a y  
expense lag represents the hypothetical 
ba re  minimum tax payment by  the  
utility' during the taxable year. Such 
amount. ' i t '  was contended,' can be paid 
only if a perfect estimate of taxes payable 
is  m a d e .  Var ious .  commente r s  also 
indicated .that. utilities generally remit 
more than: 80% of. their tax liability 
during the .taxable year to provide a 
cush ion  i n '  avoiding. u n d e r p a y m e n t  
penalties.. 

i n c o m e  r r x e s  p a y a b l e  L O  a v o i d  
unnecessary complications. /'i 

9. Non-Allowable  Expenses.  T h e  
Commission's proposed resolution i n ,  this 

s. .: 
rulemaking of which expensu.should be 
considered in formulating the cash 
working capital  needs of any utility 

. r e f l ec t s  i t s  a n a l y s i s  of cases  a n d  
c o m m e n t s  o n  t h i s  i s s u e  a n d  a 
determination t h a t  various kinds of 
expenses and expense-related issues are 
best .  considered elsewherr in . a uti l i ty. '~ 
cost of service. . .. .. . 

, Q . u e s t i o n s  w e r e  r a i s e d  b y  !he 
. c o m m e n t e r s .  on . .  t h e  1979 NOPR 
concerning the inclusiveness of the term 
. " t a t  period fossil.! .fuel upcnse.". , One 
u . t i l i ty  proposed . . that t h e  c o s . ~ .  of 
g e o t h e r m a l  e n e ~ g j t  be.. cons ide rbed  
equivalent to fossil.. .fuel expense and 
included in the formula calculations. The 
cast of geothermal energy is an  elecuic 
power production expense b u t  i t  is  not a 
fossil, fuel expense and rherefore is not 
Includable in the fossil fuel expense item 
category. The cost 01 geothermal energy 
and. i t s  expense payment lag should be 
considered as par t  of the other operation 
and maintenance expense item category. . i - 
' A substan~ia l  num,bcr of the comments { 
on the 1979 proposal  deal^. with ,the 
e x c l u s i o n  f r o m  c o n s i d e r a t i o n  of 
depreciation and amortizatibn expense 
relating to nuclear fuel owned, as opposed 
to  leased, .by the  utility. ,Although 
amortization of such "owned-nuclear 
fuel" in the reactor does not require a 
cash outlay during the'service period. 
many' respondents pointed out that  there 
is a reduction in the rate base upon which 
utilities ' are allowed to earn a return. 
Because  the  process of r a t e  base 
averaging implies a reduction in ra te  base 
prior to the time that revenues reflecting . 
such ;+adjustments are received from 
customers, these commenters argued that 
utiliiies therefore require working .cash 

I n  order that the rule more accurately "' l h e  
rat' base 

reduc~ion and revenue receipt. Without 
ref lec t  tax payment experience, t he  cash for this wiod, 
Commission is proposing that each utility some commenters contended, utlfities ca lcula te  i ts  expense lag coefficient would be deprived of the opportunity to 
associated with income taxes payable. e a r n  a r e t u r n  on a l l  i n v e s t m e n t  
H o w e v e r ,  while some c o m m e n t e r s  necessarily tied up in the u t i l i~y  business 
proposed separate components for federal but not appearing in the plant accounts 
income taxes payable and state income 
taxes payable the Commission believes 

(rate base). 

tha t  the iederal tax lag coefficient should T h e  commiss ion  recognizes tha t  
be applied to both federal and  s ta te  depreciation and amortization expenses. 
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including owned nuclear fuel expense. are 
significant operating expenses. However. 
such expenses Iepresent recovery of 
investments and do not require a current 
outlay of cash. Therefore, the Commission 
has concluded that such items need not 
be included in a calculation of cash 
w o r k i n g  c a p i t a l  r e q u i r e m e n t s  fo r  
purposes of this rule. This decision is 
consistent with past Commission practice 
under which it has repeatedly rejected 
the inclusion in cash working capital 
calculations of non-cash items such as 
depreciation, amortizations of various 
i tems, insurance premiums, pensions, 
etc.17 The rationale for the policy has 
been explained: 

The purpose of the cash working 
allowance is to compensate the investors 
for the use value of their money where 
the compapy is required to pay expenses 
prior to receiving from the ratepayers the 
revenues associated with those expenses. 
Depreciation expense is not a cash 
expense  requir ing paymen t  b y  the  
Company prior to receipt of revenue from 
the  ratepayers. Rather, it is in the nature 
of a bookkeeping expenx.. U 

The Commission also recognizes that, 
although a return on investment is due a 
u ~ i l i t y  when service is rendered, . the 
equity and preferred return cornponenu 
of revenue typically are not received until 
forty days  af ter  service is rendered. 
However. the Commission has concluded 
that  the proposed rule need not address 
this matter because of the offsetting 
consideration t h a t  neither does the 
proposed rule require a utility to utilize 
the interest component of return as 
working cash, even though the interest 
may not be paid to the bondholders until 
after the related revenue is received by 
the utility. Further. the Commission has 
taken the  position tha t ,  since both 
common and preferred equity return 
belong to the utility it cannot be expected 
to use the related revenues subsequently 
received a s  working c a s h  wi thou t  
remuneration.lg 

Fur ther .  the Commission docs not 
believe that minimum bank balances that 
a utility may be required to maintain in 
order to secure bank account services'are 
properly considered part  of a utility's 
cash flow requirements for day- today 
o p e r a t i o n s .  I n  t h i s  r e g a r d ,  t h e  
Commission notes that,  if a utility is 

Federal 
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required .. to maintain minimum bank 
ba lances  u n d e r  t e r m s  . o f  w r i t t e n  
agreements, the utility may make  a 
separate claim lo r . r a t e  base t rea tment .  
AS a related matter,  the  Commission 
reiterates its position . that any need for 
compensating bank balances required to  
:compensate a lending insti tution for 
extending a line of. credit- necessary to 
provide. for short-term loans is more 
a p p r o p r i a t e l y  considered e i t h e r  in  
esmblishing an appropriate rate of return 
or in. fixing the proper accrual r a t e  for 
a l l o w a n c e  for  f u n d s  u s e d  d u r i n g  
cons~ructio6.20 

10. C a l c u l a t i o n  o f  F o r m u l a  
Cornponenu. Many comments on the 
1979 NOPR expressed some uncertainty,  
of continuing relevance to this proposal, 
regarding Lhe.,procedure for calculating 
the ,fuel expeqses lag coefficient. Under 
this new proposed rule, the fuel expense 
lag coefficient would be de te rmined  
through analysis of the payment da te s  for 
the particular expenses charged t o  service 
periods covered by that  test  period. 
Payments for fuel received dur ing the 
first month of the test period would be 
analyzed with respect to their relation to 
the midpoint of the first month (service 
period). Payments for deliveries during 
the second month would be compared 
with the midpoint of that second month. 
and so on. Since payment da te s  are  
entered in cash payment journals when 
cash is disbursed in settlement of a 
par t icular  expense obligation, there 
should be no Uncertainty surrounding the 
determination of when cash is disbursed. 
The midpoint of a service period does not 
change, and the lag between the midpoint 
of the service pericd and the payment 
dates for fuel should therefore be  readily 
calculable. Therefore, the comparison of 
payment dates for fuel deliveries with the 
midpoint of the service period in which 
delivery occurs should provide a defined. 
objective procedure for determining the 
duel expense payment lag coelficient lor 
the test period. 

S e v e r a l  r e s p o n d e n t s  also, r a i s e d  
questions regarding the t rea tment  of 
payments made before the end or the 
service period in calculating expense lags. 
Paymcnu made before the end of a 
service period should be included, but  this 
d o e s  n o t  m e a n  p r e p a y m e n t s .  
Prepayments are  a separa te  working 
capital  component and  consequently 
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must not'be included in the cash working many instances. ~ d o p t i o n  of the ~ r o p o s e d  

capital calculations. ' 
filing threshold would even further reduce 0 

. . the number of lead-lag studies propased. \ ,, 

Some cOmmenters On Ihe Finally, the substitution of the ze io  
e x p r w e d  confusion regarding Lh: period resumption for the 45.day co"venLion 
for which ad  valorem uxes and revenue would only result . i n  a net reduction .in 
tax- expense payments .lags are to be by u t i l i ty  customers. 

. .  . 
' 

calculated. This uncerminty is reflected 
bv those reswndenu! concern over the V. ~ a p c r w o r k  Reduct ion Act 
validity of the expense payment. lag 
calculation when the test period does not 
coincide with the 'fiscalyear of the Laxing 
author i ty .  'For  'cash' working capital  
purposes, the noncoincidence of the - IAX 

year and .the test year is immatciial to 
expense payment .lag calcula'tion. The 
purpose of. . the calculation is no t .  LO 

ana lyze  paymen t s  .made 'during the 
period encompassed by the t u t  year, but 
rather to.determine the lag in payment of 
tax expense incurred during each service 
peiiod of Period I. 
IV. ~ e r i i f i c a t i o n  '. of NO" signific& 
E c o n o m i c  I m p a c t  .: . 

T h e  ~ i g u ' l a t ' o r ~  F lex ib i l i t y .  Ac't 
( R F A ) ~ ~  requires cer~ain  s ta temenu,  
descriptions' and a n a l y k  of proposed 
rules  t h a t  will have "a significant 
economic impact on a substantial number 
of small entities.:' r? Pursuant LO section 
605(b) of the RFA, the Commission 
certifies tha t  i t  is not required to make an  
RFA analysis. 

This  proposed rule would only affect 
electric utilities that engage in wholesale 
activities and their wholesale customers. 
These companies would be required to 
develop and file lead-lag studies only if 
they decided to retjut the presumption of 
a zero cash working capital adjustment to 
test period rate base estimates. Virtually 
a l l  e lec t r ic  ut.ilities that  d is t r ibute  
electricity on wholesale level have annual 
opera t ing levels over $1 million. I n  
addition, this rule. .if promulgated should 
habe an  insignificant effect on the filing 
burden on these electric utility companies 
b e c a u s e  t h e y  a l ready collect  t h e  
informat ion needed to analyze cash 
working capital needs for other purposes. 
Further,  the Commission expects that  
a n y  filings of lead-lag studies pursuant 10 
this proposed rule would be infrequent 
because the .presumption that zero is the 
a p p r o p r i a t e  cash  working c a p i t a l  
adjustment would not be contested in 

The information collection provisions in " 
this proposed rule are,being submitted' t o  
!he Office of Management and Budget 
(OMB) for i t s  .apj?roval under t h e  
Paperwork R d u c i i o n  Act 2" and OMB's 
regulations.z? In teres ted  .persons,'"can 
obta in  information on the ,  proposed 
information collection provisions by  
c o n t a c t i n g  t h e  F e d c ' r a l  E ' n e i g y  
Re-gulatory Comiiii 'hion, 825 N o r t h  
Capitol Street, NE:, . Washirihon., D.C. 
20426 (Attention: J a t k  ,Kendall; (202) 
3578033). Copiments on ihc i n f o ~ m ~ a ~ i o n  
collection provisions 'can be sent t o  the 
'Office of Information and Regulatory 
Affairs of OMB.(Attention: Desk Officer 
fo r  the Federal  E n e r g y  Regula tory  
Commission). . 
VI. Termina t ion  of  Ea r l i e r  D o c k e t  - 
N u m b e r  . . ... .. ( :  

This notice of proposed rulemaking 
begins the Commission's reexamination of 
t h e  cash working cap i t a l  issues in 
ratemaking proceedings and has been 
a s s i g n e d  t h e  n e w  D o c k e t  N o .  
RM84-9-000. Comments  received in 
D o c k e t  No.  R M 7 9 - 4 9 - 0 0 0  o n  t h e  
C o m m i s s i o n ' s  e a r l i e r  p r o p o s e d  
rulemaking on the same issues have been 
considered in '  formulat ing t h e  new 
proposed rule. However, in view of the 
length of period that  has passed since 
those comments were submitted,  the 
Commission does not assume tha t  the 
commenters' views expressed a t  t h a t  rime 
remiin unchanged or applicable to the 
new proposed rule .  Tnerefore .  t h e  
Commission will not further consider 
those comment s  on the  J u n e  )i979 
proposal in its deliberations as to wherher 
t o  issue a f inal  ru le  in t h i s  new 
proceeding. Any further action by the 
Commission with respect to cash working 
c a p i b l  issues will be taken in Docket No. 
R M 8 4 - 9 - 0 0 0 .  A c c o r d i n g l y ,  t h e  
Commission is issuing in conjunction with 
this notice of proposed rulcmaking a 
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seoarate order withdrawing the June 
1979 notice of proposed rulemaking and 
terminating Docket No. RM79-49-000, 
effective on the publication of thai  order 
in the Federal Register. 

VII. Wrinen  Comment  P r o c e d u r e  

The Commission ' invites all inierestcd 
persons to submit written data,  views and 
other information concerning  he matters 
set out in this riotice. All comments in 
response to this notice should  be 
submitted.  - to  ,the Secretary, Federal 
Energy Regulatory Commission.' 825 
North Capitol S t r k t ,  NE., Washirigtbn, 
D.C.. ,20426, and should refer to Docket 
No.. R?yI&l-94XXli An original and  14 
copies should be filed. All comrnenu 
received' prior to 4:30 p.m. EDT., June 4; 
1984,  will  be considered '  b y  t h e  
Commission-prior to promulgation of the 
final regula tions. 

All written submissions will be placed 
in the .publ ic  file which has  been 
.established 'in this docket and which is 
available for public inspection .during 
r e g u l a r  b u s i n e s s  h o u r s  i n  t h e  
C o m m i s s i o n ' s  O f f i c e  of P u b l i c  
Information, Room 1000. 825 .Norrh 
Capitol Street, NE., Washington, D.C. 
20426. 

 is; df sub- in 18 CFR Pan 35 

Electric power rates. Electric utilities, 
R e p o r t i n g  a n d  r e c o r d k e e p i n g  
requiremenu. 

I n  consideration of the foregoing; the 
Commission proposes to amend Pa r t  35, 
Tille 18, Chapter I. Code of Federal 
Regulations, as set forth below. 

By direction of the Commission. 

h i s  D.  asb bell. 
Acting Sccrerary. 

P A R T  35-FILING OF RATE 
SCHEDULES 

1. The  .author i ty  for P a r t  35 is 
amended to read as follows: 

Authority:  Federal Power Act, 16 
U.S.C. 791 -828~. 

2. Part 35 is amended in the table of 
contents by adding in a p p r o p r i a t e  
numerical order a new 35.24 to read a s  
follows: 

3524 Cash working capital  adjustment: 

Federal Energy Regulatory Cornmlulon 
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3. SeAion 35.13(h)(12Xii) is revised to  
read as follows: 

5 35.13 Fi l ing of Changes  i n  Rate 
Schedules. . . . 

(h) CoslsfSemice  ~ t a  f em'encs. 

(1 2) Sta temenc AL- Working capi~al. 

a .  . .. , 

(ii) Cash .working ..capiuJ::.The filing 
uti l i iy .(or other paaticipant. i n  . t h e  
~roceeding,+ appropriate.under 5 3524) . 
m a y .  request ;. a cash. ,working . p g i t a l  
adjustment .to rate b a y  (CWCA),under 
this ,.clause b y  :submitti?g .a :study .of 
a v e r a g e  . . m o n t h l y  ',w,o:rkin'g . c a s h  
rcq .ui r imtnl .  'that' .reflect. tI~c,' e x t i p c  LO 
which 'day-t*G. ,opeiationa! , u t i l i t y  
Gmrce' rcvenixs 'are received. la ter  'or 
ea;li=r'than cash disbursements necessary 
to provide :the service. .Such request :and 

.study.:may be .filed-only .if the net revenue 
receipt 1ag"or. net. .expense. payment ,  lag 
. can .  .shown to ,.exceed a month ly  
averag,e~,of. 15 days..in accordance wi th  
h e  standards .of 3 3524.. S ~ a t e m e n t  A&. 
shall contain a summary of such g,udy. 
w h i c h  co;iforms t o  t h e ,  f o l l o w i n g  
requirements. 

(A) ~ d d i t i o n  lo raLe base. If the  s tudy  
demonstrates a net revenue receipt lag 
for Period I, adjusted to reflect changes 
t h a t  a f f ec t  revenue collections a n d  
expense payments during the test period 
and that are known and measurable with 
reasonable accuracy, provide the follow- 
ing data in accordance with the  general 
provisions of paragraph (hXIZ)(ii)(D) of 
this section. 

( 1 )  With respect to the sum of all 
allowable expenses. the average t ime 
during Period ' I  between rendition of 
xrvi.ce to custom'ers by the uti l i ty a n d  
.when revenue attributable to tha t  service 
is, mllected by the utility, 'measured a s  
the,nurnber of.days from the midpoint of 
the service period to the average d a t e  of 
receipt of payment by the wholesale 
customers and exprused as a fraction of a 
yea r  (360 days); and the  m a t  of 
allowable expenses for ihe test period. 
REV - ?I360 (sum of allowable expenses) 

(2) For each allowable expense, the 
average time during Period I between 
when t h e  r end i t ion  of s e r v i c e  t o  
customers by the utility, measured a s  the 
number of days from the midpoint of the 
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service period to the average date DI expense payment lag, the study shall.use 
paymcnt of the allowable expcnx and data for Period I .  adjusted t o  reflect 
expressed as a fraction of a year (360 changes that affect revenue collection 
days), and the total of each allowable and expCnK payment  during the tes t  \. 
expense for the test period. EXP. - Sum per iod a n d  t h a t  a r e  k n o w n  a n d  
of ?/360 (each allowable expense) for all measurable with reasonable accuracy., 
allowable erpenxs  (4) If data other than P e r i N  I data .  
(3) State the tom1 CWCA requested as such as data from a previous?y-approv.ed 

an addition, to rate base. CWCA .. REV s ~ u d y ,  are used for calculating the leng'rh 

- EXP of average expense payment or revenue - 
receipt lags, a s t a t e m e n t  m u s t  b e  

(B) Irom base. I f  the supplied explaining the reasons for using 
demons t r a t e s  a ne t  expense  the other dam a n d  why Period 1 da ta  a r e  

Payment lag for Period 1, adjusted to othenviK unnecqsary or inadequate. 
reflect changes t h a t  a f f ec t  revenue 
collections and expense payments during 4. ParL 3s is amended further 

the iut and that are known and adding a new 3524 10 read as follows: -. . - . - - . . ~ 

measur?brle w i d  re-sonable' Bccuracy, 5 '3'5.24 C a s h  w o r k i n g  ' c a p i t a l  
Drwide thc.daua described in paragraph dowance. 
i h x l ~ ~ i i x ~ j  of ihis'section and s ta te  the 
total CWCA +guested as a deduction 
from rate bast; Y C A  - EXP - REV, . . 

(C') As an indication that  the party is 
eligible to file this portion of Statement 
AL, under. 5 3524(cX2) "or (3). states'the 
toual.net cxpenw paynkrit ' lag or revenue 
receipt lag, Q l ~ l a t e d  in days u'sing the 
weighted average- t ime  components  
pr'esint* under paragraphs (hX I ZXiiXA) 
or (B) of this d o n .  

(D) General  provisions.  ( I )  T h e  
definitions and provisions of 9 3524 of 
this par t  apply.' 

(2) To achieve comparability. the  
amounts stated shall reflect uncollected 
revenue and unpaid. allowable expenses 
from the same point .in time, so that rhe 
n e t .  effect of uncollected revenue and 
unpaid .allowable u p e n x s  are calculated 
appropriately. The benchmark shall be 
the  rendition of service expressed as the 
midpoint of the service period during 
which service.  is. , rendered. For a n y  
expenses paid a t  intcy,a,ls greater than a 
service ,period, such.  as quarterly .or 
annual.  ra*es.. the pqint of rendition of 
service  hat h  be benchmark lor mcasur- 
ing all  expurse payment or.  revenue 
receipt lags. shall be .the point in the 
paymen t  cycle .  t h a t  represents  the  
average midpaint of all service periods 
during that cyde. 

(3) 'For' plrrpmes oi 'deteimining the 
levels of . a l h b l e  expenses. the s tudy 
shall. u w  dau. lor the test period, a s  
defined in pangraph  (d) of this section. 
For purposerof calculating the average 
length of any revenue receipt lag or 

(a) Scope and Applicability: T h i s  
section: 

, (1) applits to a n y  initial rate schedule 
or. r a t e  schedule change, other t h a n  
.certain rate increases under 5 35.13(aXZ). 
filed by a public uti l i ty under this pan; 
and . . 

(2) gwerns  a n y  cash working"capital . . . . 
adjustment to ra te  base. 

(b) Definitions. For purposes of this 
section and a n y  cash wor)cing capi ta l  
s t u d y  filed under § 35.13(hXlZXii). the 
following definitions apply.  . . 

(.I) "Cash working capital" means the 
total average amount  of cash needed by a 
public utility on a day-to-day basis t o  p a y  
allowable expenses, if the utility has  a net  
revenue receipt lag. 

(2) "Cash working capital  adjustment" 
means: 

(i) an  addition to a utility's ra te  base of 
an  amount of cash working cap i t a l  
required on hand, if a net.r,evenuc receipt 
lag is demonstrated under this paragraph; 
or . .  . .  

(ji) a deduction from a utility's r a t e  
base :of an  amoun t  of cash t h a t  is 
available LO the uti l i ty a s  a result of a net 
u p e n x  payment lag demonstrated under 
this paragraph. . i 

(3) "Allowable expenses" means  only 
the following utility operating' expenses 
chargeable to the test period, a s  recog- 
nized lor ratemaking purposes arid se t  
forth in the utility's rate schedule filing: 

( i )  "Fossil fuel expense" reported in 
5 35.ld(hKBXi) (Sta tement-  AH) .of ihis 

Federal Energy 
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part. reflectinR Accounts SO1 or Account 
547 of Part 101 of this chapter; ' ' 

( i i )  "Purchased power expense"  
reportcd in §35.13(h)(8Hi) (Statement 
AH) of this part. reflecting Account 55s 
of Part 101 of this c.hapter; 

(iii) "Leased nuclear fuel expenx" 
reportcd in 5 35.13(h)(8Xi) (Statement 
A H )  of this part. reflecting Account 518 
of Part 101 of this chapter; 

(iv) "Payroll taxes charged" reported 
in 535.13(hXIlXi) (Statement AK) of 
this part, reflecting Accuurit 408.1 of Pa r t  
101 of this chapter; 

. . ( v )  "Ad valorem'. ; tax& charged" 
r c p r t e d  in 5 35:13(hXllXi) .(Statement 
AK) of this part, reflecting~Account . ... 49:'l 
of Part 101 of this chadi* . .. 

. . 
.(vi) "Revenue taxes charged?'' reported 

in 9 35.13(h)ol)(i) (Statement AK) !of 
this part .  reflecting Account a . 1  of Pa r t  
101 01 this chapter: . - . . .  

(vii) "1korne ;axes payable" r F S r t e d  
in 5 35.13(h)(36Xi). (Statement BK) of 
this part. reflecting Account @.I of Pa r t  
101 of this chapter: 

~ v i i i )  "Labor exp&se" reported i'n 
5 35,13~hX9),(Sta1enierit AX) of this par). 
reflecting appropriate accounl j  of 'Par t  
101 of this chapter; and . 

(ix) "Other operation and'  maintenance 
cxpcnscs" reported in  5 35.13(h)(8) 
t s ~ a ~ c r n e n t  AH) of t h i s  p a r t . ,  not 
including nuclear fuel expenses for 'fuel 
o\vncd hy thc utility, reflecting appro- 
priate accounts of P a r t  101 of this 
chapter. 

(4) "NCI expense payment lag" means 
the p c r i d  hetween the average time that  
the utilily collects revenues for electric 
scrvicc iu wholesale customers and the 
avcrage time that  i t  ' l a ter  pays the 
allowable expenses incurred and charged 
to such service. a s  calculated under 
pa ragnph  (cH3) of this section.' 

( 5 )  "Nct rcvcnue receipt l agV 'means  
thc pcriod bctwecn the average time tha t  
the utility pays thc allowable expenses 
i n c u r r d  and charged LO eleclric service 
prv\,iJcd to n.holcsale customers and the 
a\*crogc t imc t h a t  i t  l a t e r  collects 
rc\ ,enua attributable to such service, a s  
calcula~cd undcr paragraph.(cXZ) of this 
sect ion. 

(6) "Strvicc pcriod" means the t imc 
inter\-al. buch as  3 0  days  from servicc 

Federal Energy Regulatory Commission 
0:  

rcndercd monthly,  used by the uti l i ty LO 
measure service rendered . to wholesale 
cuslomers. 

(c) Ccr...:.;! r u l e - 0 )  Prcsumpcion of 
Zero Cash lvorking Capital  Necded. 
Except. a s  provided undcr subparagraph 
(2) or (3). a filing utility will receive no 
cash working capital adjustment to its 
ra te.base. 

(2) ~ d j u s r m e n r  permir led---(i) Showing 
req,uired. A participant may file 10, pro- 
vide the  filing. utility a cash working 
c a p i ~ a l .  . > d j u s t m e n t ,  a s ,  d e f i n e d  in 
paragraph (b)(ZXi) of this sec!ion, only if . 
such a d j u s t m e n t  is  s u p p o r t e d  a n d  
justified by a study, that demonstrates, in 
accordance w i ~ h  5 35.13(h)(IZ)(ii) of this 
h s ~ ;  t h a t  the" averagc number o f ' days  
between t h e ,  pidpoint of t he  sei;;icc 
pcriod .and.. ' the . receipt of r evenues  in 
payment for. iervice provided during th?t 
:period; not incrudiiig days accourited 'lor 
t h r o u g h  a c u s t o m e r  l a t e  pay 'ment  
penalty,. is a t ,  least IS days.greater than 
the average .number of days between the 
midpoint of t he  service period and .cash 

,disbursements by the utility for allowabje 
expenses LO provide servi'ce dur ing the 
service pericd. 

(ii) Addjrion, l o  rare base. If ,  a ,filing 
utility or o ther  participant d e r n o n s ~ ~ a t e s  
a qualifying net revenue receipt lag in 
accordance with this subparagraph, the 
r a t e ' b a x  of the  utility will be increased 
by an amoun t  equal to the utility's total 
average uncollected revenues for a n  
avc rage  se rv i ce  pcriod m i n u s  to ta l  
average allowable cxpcnscs tha t  a rc  
unpaid for t h a t  period. in conformance 
with the  conclurions of a n  acceptable 
s tudy.  under  35.13(h)(lZ)tii\ of this 
part. 

(3)  D i s a l l o w a n c e  p t r r n i r  led-(i)  
Showing required. A participant may file 
to. obtain lor the filing uti l i ty a cash 
working capi ta l  adjustment, a s  defincd in 

I .  paragraph (bXZ)(ii) of this section, only if 

such a d j u s t m e n t  is s u p p o r t e d  a n d  
justified by a study that demonstrates, in 
accordance with 5 35.13( h)( 1 Z R i )  of this 
part. t h a t  the  average number  of Jays  
between t h e  midpoint of the  scrvice 
period a n d  cash disbursements by the 
utility to pay  expcnscs fur scrvicc during 
that  period is a t  least IS J a y s  greater 
than the average number of days  bctwcen 
the midpoint of thc scrvlcc p c r i d  and 
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reccipt of revenues in payment  for service Calculat ion of  C a s h  .Working C a p i t a l  
rendered during tha t  pericd. ~llowances for Electric Utilities. 1 32,026. 

(ii) D e d u c ~ i o n s  from rafc base. If a 
pa r t i c ipan t  demonstrates t h a t  a filing 
u t i l i ty  has a qual i fying n e t  'expense 
payment  lag in a c c o r d ~ n c e  with th i s  sub-  
paragraph.  the ra te  base of t h e  u t i l i ty  
will be reduced by a n  a m o u n t  e q u a l  to  
t h e  ut i l i ty 's  total  a v e r a g e  a l lowable  
expenses t h a t  a re  unpaid for a n  a v e r a g e  
s e r v i c e  pe r iod  m i n u s  t o t a l  a v e r a g e  
uncollected revenues for t h a t  p e r i a ,  in  
conformance w i ~ h  the conclusions of a n  
acceptable  s tudy  under 5 35.13(hXIZXiil 
of this  part. 

. 2 16 Ui5.C: 791a.828c (1676 and Supp. \, 
Ism).  , 

, 2 This method of approximating utility crsh 
working capital needs was first enunciated in 
ln tc ; s t a~c  Power Company,. 2 F.P.C. 71 
( 1939). 

. Purchased power expenses have historically 
been ucluded from the .alJo)vancc under the 
asumption Lh.1 the lap by a utility in paying 
for purchase power usually was approximately 
equal to the l ig  in the receipt by ' a  utility of 
r&~riue in t u n  from i!.s 'customen. This 
assumption was based on the tvm typu of 
tranwctionr. i.c. a utility's purchase of power 
or i u  wholeulc u l e  of it. k i n g  similar and 
'interrelated. However. more recently a utiliiy's 
payment for purchased power has no longer 
been assumed in ratemaking proceedings to 
necavr i ly  coincide with the utility's receipt of 
compensting rcvenue. Sre Opinion 19-A infra! 
note 6. 

4 Interstate. supra. note 2. a t  85. 

8 Such a study, lrequently called a "lead- 
lac" studv. cornDutu the overall net time " - .  
difference between the time. on rverage. when 
a utility pays i u  expenses of rendering service 
and the average time when i t  rcccives revenues 
in payment Iw the same service. This deter. 
mination as to whether the utility's receipt of 
revenues, ovcr.ll, generally leads or lags 
behind iu pabmcnt of cxpenw.is  determined 
by netting the lags and leads of the utility's 
various kinds d day-today operating expenses 
in relation to revenue collection. The number 
of days of net revenue receipt lag is translated 
into dollars char arc includable in the utility's 
rate base. 

6 See Opinion 19-A. tarolina P o u r r  a n d  
Lighi Co.. Docket No. ER76-495. i u u e d  
February 21. 1979.6 FERC 161.154. 

7 Calculation of Cash Working Capi ta l  
Allowance for Electric Utilities. 44 FR 33410. 
June 11, 1979. See also FERC Statutes and 
Regulations. Propoxd Regulations, 1977-IWI.  

*.The commission typically. receives more 
general rate filings. than is reflected.in.formal 
Commission opi,nions. At least 80 percent, a n d  
perhaps as high a! .90 percent, of general r a lc  
increase filings arc currently settled before '6 
Commission opinion is.  issued. Dir ing fiscal 
years 1982 and 1983. 165 general rate incrensc 
cases were filed with the Commission,. :. . . 

0 See Opinion NO. 145. issued September 10, 
1982, Docket No. E R 7 9 - I S W  . (Southern 
California Edison Company-32-day ne t  
revenue receipt lag) 2 0  FERC . f  61,301; 
Opinion No. 133, issued November 9, 1981, 
~ o c k c t  No. ER78-338000 (Public '&rvice 'of 
New Muic-7-day net revenue receipt lag) 
17 FERC 161,123;- Opinion No. 141. kued 
June 23, 1 s .  . D ~ ~ k e t  NO. ER77-347- 
(Wisconsin Power & Li6hl. Company-194ay 
net revenue receipt lag) 19 FERC 161288; 
Order on ~ ~ p l i c a t i o n . f i r  &re increase, issued 
M.,c~ 29, 1982. P a k e t  No. .ER7947&000 
(Public Service .Comp$ny of New M e x i c G  
I-day net cxperue payment lag) .18 F E R C  
p 61.276 (see also 16 q R C  163,040); Opinion 
No. 147. issued.Scpiembcr'Z, ,I-, Docket 
No. ER8Q21C000 (Pacific' G u  and Electric 
Company-3day n e t .  revcnue receipt lag) 20 
FERC 161,340. Opinion No. 155, i u u e d  
November 30, 1982. Docket .No. .ER805MX) 
(Minnesou Power & Light Company-14-day 
net expense payment lag) 21 FERC 1 6 1 2 3 3 ;  
Opinion No. 164, iuued  May 12. 1983. Docket 
No. ER.81-187-000 (Public Stmice Company of 
New Mexic-1Dday net u p e n x  payment 
lag) 23 FERC 161.218: Opinion No. 146. 
issued September 17. 1982. Docket No. 
ERSCb313401 (Public Seyicc Company of 
New Mexic-l44ay net upenre  payment 
lag) 20 FERC 1'61.290. 

10 See Opinion No. 19. Carolina Power a n d  
Lighi Company. Docket No. ER7-95. itrued 
Aunusl 2. 1978.,4 F E R C  161.107 a t  161.224. 

11 Under the proposed rule. the presumption 
zero will apply to each rate filing, including 

any filing by a utility that  has submitted a 
fullydcveloped and reliable study approved by 
the ~ o m m i u i o n  in a previous case. Pro& 
5 35,13(h)(lZ)(ii)(D). would. it should k 
noted. allow a u t i l i ty  to use the  d a ~ a  
concerning the timing of revenue collections 
and 'capenre payments  contained in the 
previous study. This is appropriate because 
such data tend to .bc relatively constanj. A 
utility would therefore have little difficulty 
overcoming the zero presumption in succeeding 
cases, il circumstances remained unchanged. 
The Commission uks comment on whether it 
should alternatively s e ~  that utility's cash 
working capital adjustment presumptively at  
its previously-determined level, subject to 
changes in Period I1 expense levels or rebuttal 
by othcr participants. 

Federa l  Energy Guide l ines  
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-" Commcntcrs tq.,this p~oposed.. rulei.who ' 

bclieve.that some prZurnption other'than zero 
would .be more rclj,ucntativc.:or-~fititiyf &sh 
working capital needs. are 'encoura8ed to 
submil data  demonstra t ing average cash 
working capital requirements lor the industry. 
Such data ,  howcver. should be sub&!tid .jn 
such a form as to f r&li ta tc  compa'risbn -with 
the lead-lag .s tudies  t h a t  rhc Commision 
a l r u d y  has accepted. and considered'ln final 
orders. The Commission , suggests, ,in this 
regard, adherence to the.forrnst required.under 
the proposed rule. . i  . 

1' f ' h e x  . e s t i m a t u .  a r c .  for the . " a v t r a g ~  
company" in the K n x ,  b a t  &ey tre,bPsCd Bn 
the relationship bccdeen ra te  b a g ;  ' total 
revenue. and ..opcrarion and. maintenance 
expenses, a s  m w u r e d  by annual industry 
aggregate data for 1981. , 

I4 T h e  comments  a l s ~  suggested..  three 
capital related items for inclusion in the pto 
p e d  formula. These items a r c  (1) t u ~  griod 
bond interest ( b e d  on the weighted. rofS of 
long-term debt and test pcriod rate' b~ 
cxcludin6 cash working o p i u l .  (2).lut.peri0d 
preferred stock dividends .(based.. on r b e  
wcightcd cost -01, preferred cquity,;nd Lul 
period ra te  base excIudi,ng cash working 
o p i t a l .  and (3) i h e  sum of (a) t a t  period 
depreciation ope-. *) icst p e r i d  owned 
nuclear furl u p e n w r .  a n d  (c) r u t  period 
provision for de fc ikcd  income t a x u .  T h e  
.Commission docs not agree; u d i s c 4  k l o w ,  

T h i  table indi.catu, the Uniform System ol 
,4<counl ex'+nx. account numbers a n d  the 
co'rrcspondipg;§ 3;5.13(B) cost o f  service  
provision: ' 

- 

r.: ? ?  ... ... . '; :..Uni!orrn syrlrp 
Cash working upilal accounl .- , ,O  35.15th) 

component n u m k i i  

F a u i i  luel expen$' 
' "" ' 501,547 ' ' 

(8) AH. 
PurchaYd ~r upmu - 555 @).AH. 
teYcd+uclcar fuel . - 518 @)AH. 
Payroll t a r u  a . 1  ' (1 1 ).hK. 
Ad Valorcm,Lixu tha&ec: '-.I . ' (1 1)-AX. 
Rcvenuc u r r i i h a r g d  .; 4CB.l. (I I).AK. 
lncorne tares p y a b k  a . 1  (56) :: : 

.. .: BKtiXC). 
bbor  capcnv , D932. (9 )  N. 
Riiidiial'opcratim and : SO3932 ( ~ I A H . .  . . 
maintenance capcnzb u- . .  .. . . ,.. 

. . . .  eluding own,d-nuc+r fuel.. .. . ,. , , 

- : , . .  . 
17 See Opini6h"No. SS, SOU+& Cl i fo rn i .  

Ldison Cornpony. Docket No. E 8 S 7 0 .  iuued  
August 1, l979,.!=~~ 1 61,099 a t  61.377. .. - - .  

..Y See, Initial ,&cision on ' Applicltion lor 
R a t e  Inc-; Southern Gl i fo rn ia  &dim 
Company, Docket No. WC-205. h u e d  June 
1. 1978,3 F E R C  1 63,033, a t  65.209. 

a* See Opinion No. 110. Louisiana Powr & 
Ligb~  C o r n p h y ,  Docket No. EW7-533 ,  iuued  
January  28, l B 1 .  14 FERC 161 ,075  a t  
61,122. , '. 

thac any of t h e  t h r k  .suggested. additional m S, opinion ~ ~ i .  19, ponr. ,,,d 
clcments.should be included in ulculalions of Lighl c~,,,~~,,, ~~~k~~ r ~ ~ .  ~ w - 9 ~ .  hued 
cash worljng up i (? l  adjustmenu.  August 2. 1978.4 FERC 161.107 a t  61224.  

For example. fuel stocks tha t  are giv+n ,, U.S.~.  60141t (supp. 1980). 
separate n t e  base t reatment  to cover the rime 
period r u n n i n g  f r o m  t h e  da te .  of a n y  Jd.,. 5 603(a). ' 

prepayment to the rendition ol utility service. 
2' 44  U.S.C; 3501-3520 (Supp. 1 1P80). 

1' T h e  Commission's Uniform.. System of 
Accounts is ul forth a t  1.8. CFR P.ar! 101. 5 C F R  1320.13 (I=). . . 

Federd Energy Regulatory Comrniuion 
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f i  32,374 Calculation of Cash Working Capital Allowance 
for Public Utilities; Withdrawal of Proposed Rulemaking 

49 F.R 14395 (April 11.1984). DATE: This withdrawal of proposed 

18 CFR Part 35 rulemaking is effective April 11, 1W. 

[Docka No. -7949-0001 
Calculation of Caah Working Capital 
A l l o w a n c e  f o r .  Publ ic  U t i l i t i e s ;  
Withilrawal of Pro+ Rulemaking 
a n d  T e r m i n a t i o n  of R u l e m a k i n g  
Docket 
April 5, 15\84. 
AGENCY:. ~ e d e r a l  Energy Regulatory 
Commission, DOE. . .. . 
ACTION: Notice of withdrawal of 
proposed rulemaking and termination of 
rulemaking docket. , 

SUMMARY: The Federal Regulatory 
Commission (Commission) is withdrawing 
the Notice of Proposed Rulemalcing that 
i t  issued on June 7. 1979, -proposing to 
establish a formula for calculating 
utilities' cash working capital allowances. 
(44 FR 33410, June 11, 1979); The 
proposed formula was intended to 
increax a m c y  in calculating cash 
working capital allowances and thereby 

'.'riduce litigation of this issue. 
Since' issuance of the 1979 proposal. rhe 

Commision bas concluded that generally 
the impact of cash working capital needs 
on rates is relatively minor and usually 
docs not justify upending time and funds 
to support a rate base adjustment. The 
1979 pro& mle does not reflect this 
conclusion; it  would require celculation of 
a u t i l i t y ' s  cash working c a p i t a l  
requirements each time it filed a rate 
schedule. The Commission is therefore 
proposing. concurrently with the issuance 
of this notice (published elsewhere in this 
issue), a new proposed rule that would 
provide for rate base adjustmenu only 
when  working cash needs  would 
significantly affect revenue requiremenU 
and are demonstrated with reasonable 
accuracy. Tbe new propmed rule is also 
intended to reduce litigation time and 
expense. 

I n  view of its new ru lemaking  
proceeding on the cash working c a p i d  
issue in Docket No. RM84-9-000. the 
Commission is withdrawing iu earlier 
proposed ~ l e m a k i n g  in Docket NO. 
RM7949m. . 

FOR FURTHER INFORMATION 
CONTACT. Jack 0. Kendall, Federal 
Energy Regulatory Commission, 825 
North Capitol Street NE.. Washington, 
D.C. 357-8033. (202) 3578033. 
S U P P L E M E N T A R Y  
INFORMATIOW;'? 

T h e  Federal  Energy Regulatory 
Commission (Commission) is withdrawing 
the Notice of Proposed Rulemaking that  
it issued on Junei7, -1979,' proposing to 
establish a f o r m a h  for calculating 
u t i l i t i e s '  c a s h ' . w o r k i n ~  c a p i t a l  
a l l~wances.~ 

The proposed rule &I this docket would 
have abandoned the "4Sday covention." 
the Commission's historical policy under 
which the time, difference between .the 
payment of current operating ' expenses 
incurred providing elec~ric service and 
the collection of. revenues for those /. 

services has been presumed to. average \ . . 
one-eighllr of a year, or 45 days.' Under 
this policy, utilities generally have been 
permitted to include in.test period rate 
base estimates cash. working ..capital 
allowances equal to one-eighth of their 
annua l  operation and maintenance 
expenses. 

The June 1979 proposed rule was issued 
because the 4Sday convention did not 
accurately reflect the experience of 
utilities with respect to how varying 
expense payment patterns affected their 
need for working cash. The Commission 
also was concerned that litigation of the 
cash working capital issue, a minor 
c o m p o n e n t  of u t i l i t y  r e v e n u e  
requkements, had substantially increased 
the expense of, and time consumed by, 
electric rate proceedings. - 

The 1979 proposed rule also was 
intcnded to provide a more uniform, 
fo rmulary  method of de te rmin ing  
utilities' cash working capital allowances 
based on analysis of six major expense 
items. Further, under the proposed rule 
the length of time that revenues needed 
to compensate a utility for expenses 
incurred to render service typically 
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Proposed .Regulatians 

remain uncollect,ed would ..have. been 
presumed to be '4d days  for all upense  
categories. In addition. the proposed rule 
a.lso presumed the length .of delay ,.in 
paying certain ,cxpinses  dw',riot. '  vary 
significantly from utiliiy'to utiliiy. .' ' ' .-. . 

After  f u r t h e r ,  co,ns.ideralion. t he  
Commission has concluded that  in only 
unusual circumstances does the size of a 
uti l i~y's  revenue or expense. lag justify 
expending time ' a n d  funds to support 
i nc lud ing  a c a s h  work ing  c a p i t a l  
allowance in rate base.:The Commission is 
therefore proposing a new propoaed rule 
that  it believes would be'more accurate 
than the 4 5 d a y :  convention and would 
reflect the Commission's. -belief' tha t  
utilities generally , d o  not experience 
significant net.rcvenue or cxpenx  lags for 
all major expense. i tems,. .~articularly.  if 
ux expenses. a re  :pken., . inlo accounL. 
Further,  .the' proposal would require 
consis~ency in the p.rcparation'of studies 
s u b m i i t e d ,  t q  t h e  C o m m i s s i o n  t o  
demonsirate t ha t  a significant net,lag in 
revenue receipts or e x F n x  payments 
exists. The new proposal would promote 
these  objec t ives  by e l t ab l i sh ing  . a  
r e b u t t a b l e  p r e s u m p t i o n  t h a t ,  t h e  
appropriate adjustment to test period 
rate b a x  estimates t o  account lor cash 
working capital is zero. The  p r o p w d  rule 
would also recognize more expcnx  items 

. i n  prescribing how the  presumption 
against any adjustment to  rate b a x  can 
be o\lrrcome. 

F u r t h e r  c o n s i d e r a t i o n  b y  t h e  
Commission of the cash working capital 
issue in electric ratemaking proceedings 

.will, be , conduc~ed  in the new rulemaking 
in dcicket NO. RM84-9000. 

No futher  action will be under taken 
pursuant to. t h e J u n e  ,1979 p ropscd . ru l e .  
The ~ o h % i s s i d ~ > ~  I'tiirejore withdiawipg 
that notice of proposed rulemaking arid 
terminating.Docket .No. RM7949-  a s  
of the date.of issuance of this order,. , 

[~dmi 'n is t ra t ive  ' ~ r o c e d u r e  " ~ c t ,  5 .U.S.C. 
551457 (1976);"Departm'erit' 'of " ~ n e r ~  
~rganiza ' t idn  "Art. 4 2 .  U.S.C.' 7101-7352 
(Supp. V 1981); Exec.'O'rder'No. 12009.3 
CFR 142 (1978); Federal Power Act: a s  . 
amended, 16 ,,U.S.C. ..291-828 .;.(.1976 & 
Supp. V 1981)l . .  .... .... . 

By direction of'the Commission. " 

" 1 ~ a l c ~ i a t i o n  ' oi ' Cash Working .Capital 
'~llowanct for Electric Ut i l i t iu  [htieihalter 
cited: ic' "the pmpored rule"'.]. .Docket No. 
RM79149-000;.iuuidi June 7. 1979. U F R  
33410 (June. .I 1. 1.979): FERC S-u & Rcgs. 
(Proposed Rep .  1977-1P81) 132,026. 

a In general, the term "cash working 
capital". as it relater to wholeule clectric 
rat-, historically has relerred,to the .amount of 
cash needed on hand by a public utility to pay 
its day - tday  operating expenses lor the time 
period during which the utility has provided 
electric service to its customers and has not yet 
been lully paid lor that service. 

a This method ol approximating utility cash 
working capital needs was first cnucleated in 
Interstate Power Company. 2 F.P.C. 71 
( 1  939). 

Federal Energy Regulatory Cornmluion 
3 7 4  m 
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CHAPTER 5 

Working Capital Component of Rate Base 

8 5.01 Fuel Inventow 

5 5.02 .Matern and SuppUa 

9 5.03 Rcpaymentr 

5 5.04 C u b  W o w  C a p i d  

9 5.05 Gcocnl M& lor Dctennlnbq C u h  Workins CapiLrl 

5 5.06 Lud-l .g Study 

5. 5.01 Rcvenw Lq 

9 5.09 Other Cash Working Capid R q u k w n u  In Lad-- Studies 

Accountants define working capital as a measure of liquidity 
based on a comparison of current assets to current Liabilities. On 
the other hand, "working, capital" as used for rate-making 
purposes has quite a different meaning. i 
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A general definition of  working capital as used in rate-making 
follows: 

Working capital is the average amount of capital provided by 
investors in the company, over and above the investment 
in plant and other specifically identified rate base items, to 
bridge the gap between the time cxpenditures arc required to 
provide service and the time collections arc received for that 
service. 

Hence. for rate making, working capital is not a measure of 
liquidity at a point in time. but the average amount of investment 
required o f  investors on a continuing basis over and above that 
invested in plant and other specified rate bax items. 

Regulatory commissions vary as to the identification of individ- 
ual components of working capital; howcver, in general, the 
components arc: 

(1) fuel inventory; 

(2) materials and supplies inventories; 

(3) prepayments; and 

(4) cash working capital. 

These components are discussed in the sections below, with 
particular attention given t o  cash working capital, the  most 
controversial item. 

5 5.01 Fuel Inventory 

Determination of the fuel inventory component of working 
capital usually is consistent with the method used for determining 
the plant investment component of rate base. For example, 
average balances during the year are used in the case of an  
average-year rate base, and year-end balances are used in the 
case of a year-end rate base. 

O n  occasion. some regulatory commissions restrict the  level of 
fuel inventory to a set number of days of supply. As an example, 
a commission may conclude that the level of coal inventory 
should be limited to seventy-five days of supply even though the 
actual quantity is ninety days. Such a restriction would b e  made 
only if the commission concludes the additional inventory supply 

(kl.l-7m blb.Ol6) 
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is an imprudent management decision. The managenlent 'decision 
should consider the requirements of purchase contracts, alternative 
generating sources, effects of weather. transportation conditions, 
and a host of other factors. In today's economic environment it 
would be highly unlikely for any utility management to finance a 
larger fuel inventory investment than that required to assure a safe 
and dependable supply of fuel. 

A commission would have to be absolutely convinced that a 
lower level of fuel inventory could be maintained without affecting 
the assured supply of fuel before it  would reduce the amounts al- , 

lowed in the rate base from that which is actually maintained. This 
reduction, in today's economic environment, would almost cer- 
tainly force the utility to lower its level of fuel inventory. If such a 
reduction is not consistent with sound operating conditions, the 
regulatory decision should not be restrictive. 

At the other end of the spectrum, some argue that the antici- 
pated quantities of fuel stocks needed during the period the rates 
will be in effect should be allowed in the rate base. This position is 
theoretically valid on the basis that rates should be designed to re- 
cover costs as incurred (including the cost of financing fuel inven- 
tory). An even better measure would be t~ value the anticipated 
inventory level at a projected price throughout the period that the 
rates are anticipated to be in effect. 

5.02 Materials and Supplies 

The measurement of the materials and supplies (M&S) inventory 
typically is the same as the fuel inventory component of rate base. 
A 13-month average is used if historical average balances are used; 
a year-end balance is used when plant investment is calculated on 
this basis; or a valuation at  year-end is used based upon the normal 
quantities required for the supply of inventories. 

One issue raised by regulatory commissions from time t o  time in 
the determination of materials and supplies inventory involves at- 
tempts to segregate M&S inventories into the portion to  .be used 
for construction and the portion to be used for opera t ionss t  is ar- 
gued that M&S inventory to be used for construction is similar to 
construction work in progress (CWIP) and, where CWIP invest- 
ment is not allowed to earn a current return, M&S inventory for 

(Rd.1-10'66 Pub.Olb) 
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construction activities should also not be allowed to earn a current 
return. The problem with this argument is that even though it is 
generally recognized that any dollar of investment should earn ei- 
ther a current return through inclusion in the rate base or  that the 
financing cost of the investment should be allowed to be capitalized 
for future recovery through allowance for funds used during con- 
struction (AFUDC), it is not generally recognized that capitalizing 
a return on the investment in M&S inventories related to construc- 
tion is needed if the investment is removed from the rate base. As a 
result, the removal of the investment in construction-related M&S 
inventories from the rate base 'precludes earning a return on that 
investment. 

If a regulatory commission disallows the inclusion of the materi- 
als and supply investment in construction-related materials'in rate 
base, the commission should specifically prescribe that the financ- 
ing costs of the investment be capitalized. Implementation of such 
a policy would be unduly burdensome, however, because it would 
require applying the carrying cost to the many individual supply 
items that may end up in construction or  in operation. Therefore, 
from a practical standpoint, all M&S inventory, including the con- 
struction-related items, should be included in the rate base. 

5 5.03 Prepayments 

Prepayments as a component of working capital represent an in- 
vestment of funds that is generally included in the rate base if that 
investment has not been recognized elsewhere, such as in cash 
working capital. Prepayments are made in advance of the period to 
which they apply and include items such as prepaid rents, insur- 
ance, and taxes. The amounts normally allowed are based on an 
average or normal levels of prepayment. 

From a theoretical standpoint, the average measurement period 
should probably encompass more than a single test year review, 
since certain prepaids (such as prepaid insurance) often are made 

I 

for periods in excus of one year. Therefore, one might measure the 
.c average prepaid balanct over whatever the longest cycle of any in- 

dividual component of the prepayment item might be. In  a period 
of continuing inflation or  price increases, it is inequitable to  make 
such a measurement based solely on prior years. Thus, prepay- 
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ments are best measured by averaging the amount of prepayments 
over the period that rates will be in effect. For a three-year prepay- 
ment period, for example, it would seem to be a fair measurement 
of the average investment required for prepaid expenses to use the 
most recent historical year as well as the test year and one year into 
the future. 

5 5.04 Cash Working Capital 

The determination of cash working capital is one of the most 
controversial elements in rate making. Even though cash working 
capital generally represents less than 3 percent of the total invest- 

' 

rnent in the rate base, i t  often consumes anywhere from 10 to 25 
percent of the hearing time in a regulatory proceeding. 

One of the first problems in determining cash working capital is 
to agree on its definition. Many practitioners consider that cash 
working capital represents the investment requirement for cash to 
pay for operating expens&, to maintain compensating cash bal- 
ances, and to provide for similar n c d ~ .  If the usual definition of 
total working capital as provided at the beginning of this chapter is 
scccpted, the important criterion is that the total of all components 
of working capital equal that definition. Therefore, if a commission 
chooses to use the typical working capital components (materials 
and supplies inventories, fuel inventories, and prepayments), cash 
working capital will have a different meaning than if accrued taxes 
or other offsets to working capital are identified as separate compo- 
nents of total working capital. The important point to remember is 
that the commonly used phrase "cash working capital" may lx de- 
fined differently in different cases depending on the extent to  which 
a commission segregates the individual components of the total 
working capital. 

8 5.05 General Methods for Determining Cash Working Capital 

In Smyrh v. Ames,' the Supreme Court recognized a need for an 
investment in working cash in the operation of a regulated utility. 
Subsequently, in the first 40 years of this century, most of the 
methods now used to detennint estimates of cash workin; capital 
were developed. 

171 US 361 (1898). 
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r Although many methods have been used by various regulatory 
bodies, nearly all are variations of one of three methods discussed 

? below. These are: 
I (1)  the 45-day standard formula approach ( ' I8 approach); 
1 (2) the balance sheet approach; and 

(3) the lead-lag study. 

As its name implies, the 45-day formula approach uses a simple 
formula for the calculation of cash working capital requirements. 
For an electric utility, the formula calculates l/s (451365 days) of 
operating expenses exclusive of purchased power as the estimate of 
cash working capital requirements. For a gas utility, the formula 
calculates 1 h  of operating expenses exclusive of purchased gas 
costs. One of the earliest references-to this formula is the following 
from a 19 17 case involving Potomac Electric Power Company: 

"[I]n a District of Columbia case the sum of 5135,000 was a]- 
lowed for cash working capital based on 1/8 of the annual operat- 
ing expenses for a period of four yean exclusive of taxes PIUS an 
allowance of S42,000 for extension."' 

Variations'vf the l/s formula approach were used by various regu- 
latory bodies for approximately 25 yean before 1940. However, it 
subsequently became known as the "FPC formula approach" after 
that agency (the Federal Power Commission) used it in a 1939 deci- - 
sion involving the Intestate Power Company. 

During the first quarter of this century other approaches were 
also being developed to calculate estimates of cash working capital. 
Credit for introduction of the lead-lag study approach for  deter- 
mining cash working capital is given to Arthur S. Field in recogni- 
tion of evidence he presented before the Interstate Commerce Com- 
mission in 1928. The specific method now referred to as a lead-lag 
study was presented in 1933 by F. T. Mylott before the New York 
Public Service Commission. In his presentation, Mylott used 
weighted average or dollar days leads or lags for determining an 
estimate for cash working capital. These lead-lag studies were used 
off and on for the next 15 years or until the post-World War 11 era. 
From that time until the late 1 9 6 0 ~ ~  however, the 1/8 formula was 

c - adopted by the majority of regulatory commissions in the United 
States as a relatively easy way to establish an  estimate of the 

H Spurr, Guiding Principles OJ' Public Service Replotion 2 13 ( 1925). 

(Rd.3-10186 Pub.0161 
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amount of cash working capital required for an operating utility 
company. This formula, even though adopted initially for a n  elec- 
tric company's operation, has also been used by regulators in cstab- 
lishing amounts for gas companies, communications companies. 
and. in some cases, water or sewerage utilities. 

The wide acceptance of the 1;s formula resulted from the  fact 
that it was determined to be a reasonable estimate of what a lead- 
lag study would produce without the related expense of a lead-lag 
study and the extensive hearing time used in reviewing these stud- 
ies. In fact, many commissions, which previously had used lead-lag 
studies, adopted the lh formula. 

In the 19705, with the proliferation of rate proceedings, commis- 
sions, their staffs, and intervenors all began to look more closely at 
the cash working capital component of the rate base. Even though 
it is a very small part of the rate base, it seemed to be more open to  
question than the much larger investment in plant. In these rate 
proceedings rather than preparing detailed lead-lag studies, short- 
cut methods were used and represented to be studies of cash work- 
ing capital requirements. One such method employed was the  "bal- 
ance sheet" approach. 

The balance sheet approach generally involves preparing a 13 . . 
month-end average of all balance sheet amounts. Then, after F-& 

nating separately identified rate base item~(~lant,-inventories, etc.) 
and capital accounts, it compares assets with liabilities. Under  this 
approach assets are requirements for cash working capital, a n d  lia- 
bilities are offsets. 

One of the problems with the balance sheet approach is its fail- 
ure to consider that a number of items included in current liabilities 
are investor-supplied or are applicable to nonutility activities. 
When a balance sheet approach is used to determine the amount  of 
working capital for rate-making purposes, in most cases, all current 
liabilities or current liabilities exclusive of notes payable, are in- 
cluded. This determination, in effect, ignores the fac: that a portion 
of those current liabilities are investor-supplied (e-g., theliabil i ty 
for dividends declared and interest accrued) or that liabilities do 
not relate t o  rate base assets (e.g., accounts payable for nonutility 
services). 
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I t  should be recognized that the balance sheet approach, as typi- 
tally used, results in an attempt to equate capitalization to rate 
base. The capitalization methodology might be acceptable if ap- 
plied properly; however, in most instances, the capitalization or  
balance sheet approach assumes that all nonutility or nonjurisdic- 
tional assets are investor-supplied and that all non-interest-bearing 
payables are used to support utility investments. These assump- 
tions are totally unrealistic and represent a fatal flaw in the typical 
application of this approach. 

Another shortcoming of the balance sheet approach is that, if 
unbilled revenues are not recorded, this method will not recognize 
the working capital requirement from the time semce is provided 
until revenues are recognized for financial reporting purposes (gen- 
erally when billing occurs). Because these unbilled revenues are 
generally a significant amount, the balance sheet approach may 
substantially understate the cash working capital requirement un- 
less unbilled revenues are recorded or are reflected as an adjust- 
ment to  the balance shcet approach. As evidence of this fact, in 
states that have decided to use the balance sheet or capitalization 
approach, many of the utilities have subsequently begun recording. 
unbilled revenues, at least in part, to ensure that this investment is 
recognized in determining rate base. 

The balance sheet approach often is referred to as short-cut or  an 
abbreviated lead-lag study. The balkce sheet approach, however, 
does not stand the test of.simple logic. The balance sheet approach 
as presented in most cases where current liabilities exceed current 
assets reaches the conclusion that there is no need for cash working 
capital. Such a position, taken to its extreme, suggests that a com- 
pany on the verge of bankruptcy (it has cunent liabilities signifi- 
cantly higher than current assets and is unable to meet its current 
liabilities) has no need for cash working capital. This point should 
emphasize the fact that comparing balances in balance sheet ac- 
counts merely reflects the current liquidity of a company (the ac- 
counting definition of working capital). I t  does not necessarily indi- 
cate the amount of invatment required in cash working capital to  
properly operate a public utility. 

The balance sheet, whether it is a one-point-in-time balance sheet 
or reflects an average of 13 month-end balances, represents only 

(Rd,J-10186 Pub.016) 



snapshots of a completed series of events. The determination of 
cash working capital, however, requires a moving picture over time 
of the flows of cash in and out of the company's treasury. A snap. 
shot of a particular event shows only what is happening at that in- 
stant, much like a snapshot of the tackle of a football play. From 
such a snapshot one could not determine whether there has been a 
gain, a loss, or a stop at the line of scrimmage, only that a tackle is 
being made. 

Similarly, the balance sheet approach taking 13 snapshots re- 
flects only what has happened at the end of those months's trans- 
actions. These snapshots are taken on the same day of the month 
for 13 months. But if, for example, a major expenditure such as in- 
terest is to be paid on the first day of the month, snapshots taken 
one day later for 13 months would show a significantly different 
amount of interest accrued and therefore a larger working capital 
requirement. Supporters of the balance sheet approach sometimes 
maintain that this makes no difference, because when interest ac- 
crued is paid (thereby increasing working capital), there is also a 
reduction in cash and therefore an offsetting reduction in the 
amount of cash working capital required. 

An efficient utility operation, however, always maintains the 
minimum amount of cash balances. If there is any available cash, it 
is invested in temporary cash investments, which typically are not 
included in the rate base. On the other hand, if no excess cash is 
available, the utility borrows short-term debt when needed to pay 
interest costs. Typically, short-term debt is not considered in deter- 
mining the rate base and in only limited cases is it considered .in the 
cost of capital. When interest accrued is paid on the first of the 
month, either temporary cash investments (a non-rate-base item) is 
reduced or short-term debt is increased. Based on this premise, the 
offset argument is invalid. Therefore, an average of month-end bal- 
ance sheet amounts normally is not representative of a utility's day- 
to-day working capital requirements. 

Absent unusual circumstances, such as a large property tax lia- 
bility for which payment is deferred for more than a year or ex- 
tended delays in the collection of revenues, the 118 form& ap- 

, proach, as opposed to the other so-called short-cut methods, 
continues to be a reasonable estimate of the cash working capital 

(Rd.J- l O f I 6  Pub.010 



Page 6.2.10 

8 5.06 ACCOUNTING FOR PUBLIC UTILITIES 5-10 

requirements of most utility companies. However, if a regulatory 
commission does not accept the l/s formula method for estimating 
an amount for the rate base, the preparation of a lead-lag study is 
required in most instances, rather than the balance sheet approach. 

A common complaint has been that lead-lag studies are expen- 
sive to prepare. This economic burden may be cut down, however, 
if the commission will accept the fact that absent significant 
changes in receipt patterns for ievenue or payment patterns of ex- 
penses, the lead-lag days determined will be valid for a period of 
two to three years and can be applied to the dollars of revenues, 
expenses, .etc., in future cases. (See the following sections, for a dis- 
cussion of these considerations.) 

4 5.06 Lead-Lag Study 

A lead-lag study measures the differences in the time frames be- 
tween (1) the time services are rendered until the revenues for that 
service are received and (2) the time that labor, materials, etc., used 
in providing services are incurred and recorded until they are paid 
for. The differences between these periods is expressed in terms of 
days. The number of days so calculated times the average daily op- 
erating expenses included in the calculation produces the cash 
working capital required for operations. T o  that amount, various 
other requirements for cash must be added and amounts not sup- 
plied by investors that have not been considered elsewhere in the 
determination of the rate base must be deducted. Without adequate 
consideration of all cash working capital requirements, a lead-lag 
study will produce only the current working capital situation of the 
company and not the ongoing investment required for working 
capital purposes. 

The remainder of this chapter discusses considerations in prepar- 
ing lead-lag studies and provides illustrations of the calculations to 
be made. In performing the calculation of a lead-lag study, gener- 
ally the first item considered is the determination of the lag in the 
receipt of revenues. 

5.07 Revenue Lag .ii 

' For companies with hundreds of thousands or even millions of 
customers, determination of the revenue lag appears to be very bur- 
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densome. Once the time frame is segregated into specific compo- 
nents, however, the task becomes much less onerous. The first corn- 
ponent of the total time frame of the revenue lag is the service pe. 
riod-the time from the previous meter reading to the current me- 
ter reading date. Individuals familiar with cycle reading processes 
recognize that monthly periods range anywhere from 27 to 33 days 
depending upon the meter reading cycle schedule. If a meter is 'read 
12 times in a year, it can be determined that the average time be- 
tween meter readings is 30.4 days. Further, assuming that service is 
rendered evenly throughout these meter reading periods, the aver- 
age service period to meter reading is a 15.2 day lag. See the first 
line of Figure 5-1 for this calculation. Stated another way, after the 
meter reading it  is approximately 30 days until the next meter read- 
ing date. Service rendered after the first meter reading has a 30-day 
lag, and that continues to decline until service rendered the day the 
meter is next read has a zero-day lag. Averaging those 30-plus days 
together the .15.2 day average service period lag. 

Figure 5-1 

Line No. 

Calculation of Number of Days 
From Service to Collection 

Number 
Description of Days 

Total Company 

1 Service period to date meter is read 
( 3 6 5 + 1 2 = 3 0 . 4 + 2 )  . . . . . . . . . . .  15.2 

. . . .  2 Reading date to date billing is prepared 7.0 
3 Billing date to date collection is 

received . . . . . . . . . . . . . . . . . . . .  20.1 - 
. . . . . . . . . . . . . . . . . . . .  4 Total 42.3 - - 

T h e  second time frame to be considered is from the meter read- 
ing date until the time the bill is prepared and rendered. This varies 
among utilities, but most companies have a specific schedule show- 
ing when meters are read and billings prepared. Those schedules 
are on file and maintained in an orderly fashion. Absent significant 
problems, such as delays in meter reading or billing due to strikes 
or computer down time, it is relatively simple to take 21 billing cy- 

I R d . b l O l U  Pub.Olb) 



Page 6.2.1 2 

I cles for 12 months and determine the average period from reading 
date to billing date. (See Line 2 of Figure 5-1.) 

Determination of the third period to be measured-the time 
from the billing date to the date collections are received-is more 
complicated because of the large numbers of customers' payment 
patterns that must be analyzed. Occasionally, statistical samples 
have been selected and individual analyses prepared of a large num- 
ber of customers' bills for an entire historical year. However, these 
studies have provoked much discussion as to the validity of the 
samples, and they have consumed a significant amount of review 
and hearing time. 

The easiest way to determine the average collection lag (billing 
to collection) is to use an overall system-wide basis. This can be 
done if the utility either produces a daily accounts receivable bal- 
ancc or has the information to produce such a number with a com- 
puter used to gather the 'data. In some cases, this can even be done 
manually. Once the average daily balance of accounts receivable is 
known, dividing the daily balance of accounts receivable by the av- . 

erage daily 'revenues produces the average number of days of reve- 
nue in the average receivable balance. This number is the average 
collection lag. Under present conditions the collection lags are usu- 
ally in the 18- to 30-day range. Some practioners are concerned 
that in a period of increasing rates, such a calculation over time 
may tend to slightly understate the collection lag, because the start- 
ing receivable balance is based on previous lower rates, and, each 
time rates are increased, it takes time for the receivable balance to 
reflect the new rates properly. However, the effect is typically less 
than 11 10 or 115 of a day and therefore, in most cases, it has been 
ignored. 

In the measurement process, the average daily receivable balance 
and the average daily revenues must be presented on the same ba- 
sis. Many states have a sales tax added to the revenues billed. In 
those cases, revenues must have the sales tax added before the com- 

I parison of receivables to revenues is made. A n y  other differences in 
what is included either in revenues or receivables should be consid- i 

ered before making tbe calculation. 

When the comparison of average daily revenues to average daily 

C 
receivables is used to calculate the collection lag, the effects of bud- 
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get billing or similar plans are already considered in the calculated 
answer. If the budget billing customer has paid more than the value 
of service received, the resulting credit is reflected in the daily re- 
ceivable balance. If the customer has paid less than the value of ser- 
vice received, the larger receivable balance is included. The effects 
of budget billing are therefore incorporated into the collection lag 
when the average revenue to average receivable comparison is 
made. 

Using this procedure for calculating the collection lag also elimi- 
nates the need for any special treatment of bad debts. The receiv- 
able balance is included until it is written off. When the bad debt 
expense item is considered, the average time frame is measured 
from when a provision for bad debts is charged to expense until i t  
is used to reduce the receivable balance. This caIculation is most  
easily made by comparing the average day's expense provision for 
bad debts to the average balance in the reserve for bad debts. . 

Figure 5-1 is an  example of an exhibit filed in a rate proceeding 
to show the calculation of a lead time from the rendering of service 
to receipt of revenues. In the case presented, it should be noted that  
adding the service period, the reading to billing, and collection lags 
produces a revenue lag of 42.3 days. 

The above calculations will produce the revenue lag for custom- 
ers whose'accounts are billed and maintained on a computer. Other  
large wholesale or'industrial customersv accounts may be billed 
manually. If there are a limited number of these accounts, all 12 
months' billing and collection data are usually reviewed t o  deter- 
mine the revenue lag. If large numbers o f  these accounts exist and 
the total receivable balances and revenue amounts cannot be deter- 
mined, a sample test of billing and collection data can be used. Fig- 
ure 5-2 is another sample exhibit where the revenue lag for com- 
puter billing, manual billing, and other operating revenues arc  
weighted together to produce the overall weighted revenue lag. 
Separate analyses of lags for the relative small amounts of o t h e r  
operating revenue also have been made. 
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Figure 5-2 

Summary of Lag Time From Date of Service 
to Receipt of Cash 

(Thousands of Dollars) 

Line Last Year's Lag Dollar 
N o .  - Description Revenues Days - Days 

1. Accounts billed by 
computer. . . . . . . . 4 751.313 42-30 43 1,780,540 

2 Manually billed accounts 776.445 47.20 . 36.648.204 

3 Total gas revenues . . 1,527,758 44.79 68,428,744 " 

4 Other operating revenues 51.909 54.20 2.8 13,468 

5 Total . . . . . . . . $1,579,667 45.10 57 1,242.2 12 

More detailed analyses of revenue lags by classes of customcn 
can be made if the receivable balances and revenue amounts can be 

. segregated. Normally, this has not been the case, however, because 
few companies have segregated their receivable balances by 'cus- 
tomer classes. AS a result, a total company calculation of cash 
working capital is completed and an allocation to separate classes 
of customers is made using the standard methodologies used to al- 
locate working capital. An exception to this general statement is 
that a company typically can segregate wholesale revenues and re- 
ceivables and, in some cases, present a calculation of cash working 
capital for FERC jurisdictional customers. 

5 5.08 Expense Lag 

[I] Operating and Maintenance Lag 

After determining the'lead time from rendering service to receipt 
of revenues, determining the lag time in payment of expenses is the 
next step. Figure 5-3   resents an example of the kind of exhibit 
that might be presented to show the lag time from when services' 
are rendered and expenses incurred until payments are made. For 
an electric company, the major expense item is fuel cost. Typically, 

f 4 

I 
this would be the first item in the exhibit. In measuring lag time in 

I 
payment of the fud expense, fuel costs would generally be segre- 
gated by type--coal, natural gas, oil, or nuclear. Added together, 

i these items produce the total electric fuel expense. A typical fuel 
i (Rd.3-10116 Pub.0161 
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expense lag calculation is  resented in Figure 5-4 .  In measuring lag 
time for each of these types of fuel, individual analyses of t h e  pur- 
chases from each of the suppliers of the various types of fuel must 
be prepared. Because fuel cost is such a large percentage of total 
operating expenses and generally a limited number of suppliers of 
each type of fuel exist, all fuel invoices (for the year) generally arc 
reviewed when measuring the appropriate lag from the time that  
the fuel was received and charged to inventory or burned until the 
time i t  was paid for. By weighting each of the suppliers for a partic- 
ular type of fuel, such as coal, an overall lag for the payment of 
coal-fuel costs can then be calculated. The same calculation would 
then be made for gas, oil, and nuclear. In turn, each of these types 
of fuel would be weighted for the determination of an overall lag 
time for total fuel costs, as done in Figure 5-4. 

It should be noted that the fuel expense lag was calculated o n  
the gross amounts of fuel charged to operating expense. In the ex- 
ample presented in this chapter, it has been assumed that the oper- 
ation of the fuel adjustment clause produced no effect on working 
capital requirements. This assumption is valid i f  the clause is a pro- 
spective clause with an equal chance of over- or under recovery of 
fuel cost over time. It may also be valid if carrying costs for both  
underrecovered and overrecovered fuel costs are allowed in the op- 
eration of the clause. If these conditions d o  not exist, the working 
capital effect of a lag in the recovery of fuel costs should be consid- 
ered in the lead-lag study. 

... The next major component of operating and maintenance ex- 
penses would be purchased and interchanged power (see Figure 
5-3). Again, all invoices for items charged to  this expense for the  
year would be analyzed for the payment lags from the time power 
is received (or sold) until the time it is paid for (or until funds were 
received). This process involves the segregation of interchange 
power purchases from the sales in measuring separate lags for each. 

After having determined the lag times for the payment of fuel 
and purchased power costs, the next major element of electric oper- 
ating costs usually is labor. Tie measurement of the lag times in 
payment of individual types of payrolls is relatively simple. Pot in- 
stance, if a biweekly payroll runs from Sunday through the second 
following Saturday and that payroll is actually disbursed 

(Text continued on page 5-1 7) 
(Rd.3-10186 Pub.010 
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Summary of Lag in Payment of Expenses and Investor Funds 
Advanced for Operations for the Year Ended December 31. 19x2 

(Thousands of Dollars) 

Average 
Line 
No. - 

Lag 
Dacription - Amount Days Dollar Days 

2 Purchased and 
interchanged power. . 194,547 35.20 6.848.070 

3 Waga and salaries 121.797 11.85 1,443.292 . . .  
Other operating and 

maintenancc u p c n s a  
(See Figure 5-5 for an 
illustration of the 
amounts included in 
this line.). . . . . . . .  

Depreciation and . 

. . . . .  amortization. 
Incpme t a x a  

Federal--net current . 
. . . . . . . . .  State. 

Deferred income t a x a  
General taxa 

FICA and 
unemployment. . . .  

. . . .  Gross recapts. 
. . . . . . .  Property. 

. . . . . . . . .  Other 

. . . . . . . .  Total 

Number of days in year. 
Average daily opcrating 

expenses..  . . . . . .  
Lag in rccdpt of revenue 

(Figure 5-2) . . . . . .  
Excess lag in recdpt of 

revenues over lag in 
payment of opaat ing 
expenses (Line 1 I 

. . . . .  minus line 8). 
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13 Cash working capital 
rqaircd fcr all 
operating and 
maintenance cxpensa 
(Linc 10 times Line 12) 574.964 

14 L a s  average withholding 
and utility tax on hand 2.44 1 

e__ 

15 Nct invator funds 
advanced for 
operating cxpenses - 572.523 

Figure 5 4  

Calculation of Fuel Expense Lag 
for the Year Ended December 3 1, 19x2 

(Thousands of Dollars) 

Line 
No. - Dacription 

Fossil fud . . . . . . . . 
Nuclear fuel . . . . . . . 
Other fud . . . . . . . . 

Total excluding fuel 
deferral. . . . . . . . 

. .' Dcfcrred fuel. . . . . . . 
Total fuel . . . . . . . 

kvcragc 
Lag - Days Amount - ~ o l l a r  Days 

4583.050 15.59 S 9.088.420 
37.209 29.64 1,102.749 
18,220 30.43 
7 

554.468 
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on the following Friday, the payment lag for this type of payroll . 
would be 13 days (calculated by determining an average service peri- 
od of seven days for the two-week period of the payroll, plus an addi- 
tion of six days from the end of the payroll period until it is actually 
paid). Similar measures would be made for the other types of payroll, 
whether they be weekly, monthly, or whatever. 

The most dificult measurement of the payroll lag is the break- 
down of the labor cost components from each type of payroll. While 
almost every utility has summary information showing the total 
amount of payroll charged to operations and the amount charged 
to capital additions and other accounts, it is unusual for companies 
to have that information summarized by type of payroll. Therefore. 
in most cases, the most dificult calculation. is to determine the 
amount of labor costs by type of payroll that are charged to opera- 
tions. The deterinination of these amounts will vary in individual 
cases depending on the type of information available within the utili- 

tY* 

After having determined the fuel lag, the purchased power lag, 
and labor costs, a relatively small percentage of. total operating and 
maintenance expenses remains to be calculated. Although identifica- 
tion of these expenses depends upon information available within the' 
company, items typically include pension costs (reflected in a sepa- 
rate general and administrative account), other employee benefits 
(such as employee insurance, etc.), the total materials and supplies 
inventory items charged to  expense and various clearing accounts 
(especially transportation clearing charges) charged to operations for 
the year. Figure 5-5 presents a list of typical remaining items. 
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Figure 5-5 
Calculation of Other O&M Expense Lag 
for the Year Ended December 3 1, 19x2 

(Thousands of Dollars) 

Total Company 

Line 
No. . - Dacn'pt ion 

Average 
Amount LaR Days Dollar Days - 

(a) (b) (c) 
I Materials and supplies S 12,046 . . . . .  
2 Transportation expense . . . .  7.226 1.92 S 13.874 
3 Rents . . . . . . . . . . . . . .  10,331 36.64 378,528 
4 Employee benefits . . . . . . .  7.282 1.85 13,472 

5 Employee pensions. . . . . . .  7.663 10.30 78,929 . 
6 Property insurance. . . . . . .  5.202 77.23 401,750 
7 Injuria and damages. . . . . .  4.078 8.60 35.071 
8 Uncollectible accounts . . . . .  3,657 145.96 533,776. 
9 Tree and brush control . . . .  10.104 16.06 162.272 

. . . . . . . . . . . . . .  10 Postage 2,686 
11 Maintenance boiler and 

clectric plant . . . . . . . . .  30.972 24.43 756,646 
. . . . . . . . .  12 Purchased gas. 37.1 10 32.10 1.191.231 

13 Other operating and 
maintenance (O&M) 
expense. . . . . . . . . . . . .  64,126 22.25 1,426.804 

14 Composite other O&M 
cxpensc. . . . . . . . . . . . .  $202.483 54,992.353 

I5 Composite other O&M 
lag (Line 14. Column 
(c) divided by Column 
(a)) . . . . . . . . . . . . . . .  24.66 - - 

*Zero lag based on offset to materials and supplies inventoria with accounts pay- 
able related thereto. 

After identification of these items, the individual lags for each item 
are measured from the time the item was charged to expense on aver- 
age until it was paid for. 

As indicated in the note to figure 5-5 above, the distribution of 
materials and supplies (M&S) in this case has a zero lag, because 
any lag in the payment of M&S items was considered when determin- 
ing the M&S inventory comppnent of rate base. That is, for the 13 
month-ends used to determine M&S inventory balances, the amount 
of accounts payable outstanding, related to M&S, was determined 
and deducted from the inventory balance. Therefore, the only 
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amounts included in rate base are M&S balances that have already 
been paid for. When these amounts are subsequently charged 10 ex- 
pense, there is no payment lag 10 consider. 

An alternative treatment for M&S inventories, if the determina- 
tion of accounts payable related thereto cannot be easily made, is 
to sample invoices for purchases to determine a payment lag that 
can be applied to the distributions from M&S inventory. The  M&S 
component of rate base would not be reduced for related accounts 
payable if this alternative is used. 

With respect to measurement of lag for transportation or  other 
clearing accounts, if the charges to the clearing accounts are distrib- 
uted within the same month, generally, no funher adjustments 
would be made to the expense lag measurement from the time that 
it was charged to the clearing account until. it was paid for. In  the 
measurement of these lags, charges are segregated to the clearing ac- 
count by function, such as labor, depreciation, prepayment distribu- 
tions, etc., and lags weighted to determine overall lag in the payment 
of the clearing expense. 

If, however, the utility's clearing operation always produces a bal- 
ance in the clearing account, the payment lag may be adjusted for 
the time from when an item is charged t o  the  clearing account until 
it is actually charged t o  expense. This adjustment is accomplished 
by comparing the average daily charges t o  the clearing account t o  
the average balance of that clearing account. For example, if the av- 
erage daily charges to  the clearing account are f 100,000 and the av- 
erage balance in the account is f 100,000, one day elapses from the 
time of the charge until the charge to expense, and the weighted 
clearing lag would therefore be reduced by one day. 

After identification and segregation of most operation and mainte- 
nance expenses, a few unidentified (or not specifically identified) op- 
erations and maintenance expenses remain. As shown in the example 
presented in figure 5-5, these represent from 2 to 5 percent of total 
operating expenses. T h e  measurement of a lag for these expenses gen- 
erally is based on a sample of vouchers and other types of charges 
over a number of months. 

[2] Depreciation and Deferred Tax h g  - 
From figure 5-3, it can be seen that after having determined the 

overall lag in operation and maintenance expenses, the next item, 
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depreciation expense, reflects a zero lag. This zero lag is used because 
accumulated depreciation, the contra account to the depreciatim 
provision, is deducted from the rate base. However, on occasion. the 
issue has been raised that depreciation is a noncash charge and there- 
fore cannot produce a need for cash working capital. While it is true 
that recording depreciation does not require the expenditure of cash 
at the time theexpense is recorded and charged to the customer, cash 
was expended at the time the property was acquired, and the re- 
corded depreciation is used to reduce the investment in that propeny 

- even though approximately one-andsne-half month's depreciation 
(equivalent to the revenue lag) has not yet been received from the 
consumer. To illustrate this point, the example of an investment in 
a utility pole is used. 

When a utility pole is placed in service, the investment is charged 
to a plant account and is pan of the rate base. The pole has a terminal 
life expectancy based on deterioration, obsolescence, and other fac- 
ton. Therefore, the customer is charged an appropriate monthly de- 
preciation expense so that the investment made in the pole will be 
returned approximately concurrently with its usefulness. Since de- 
preciation represents a return to the investor of h.k money, accumu- 
lated depreciation is deducted from the rate base. The question then 
becomes what the deduction from the rate base for accumulated de- 
preciation should be if a more precise measurement is attempted for 
other i t e k  of the rate base such as cash working capital. 

The accumulated balance for depreciation is made up of the 
monthly provisions charged to customers reduced by the net cost 
of property retired. That balance of accumulated depreciation always 
includes approximately one-and-one3haIf month's uncollected provi- 
sion for depreciation expense for any period being examined. I n  the 
example presented there is an approximate 45.10 day lag in the re- 
ceipt of revenues (see figure 5-2); therefore, the question involved 
in the depreciation issue is the recognition of the time differential 
between the reduction of the rate base (that is, when the provision 
is recorded) and the receipt of funds applicable to these provisions 
45 days later. Clearly, it is not a question of whether cash has been 
expended in the test year. 

It can be noted from figure 5-3 that a zero lag has also been used 
for deferred income taxes. The same issue is involved with respect 
to provisions for deferred income taxes which are used to reduce the 
rate base as that for depreciation. In the case of deferred income 

(Rd.4-I 1/81 Pub.016) 
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taxes, the balance also includes approximately 45 days of uncollected 
tax provisions. These provisions are used to reduce other investments 
made for rate base components even though the last 45 days have 
not yet been received from the customer. Again, the time differential 
between the reduction in the rate base and the receipt of funds appli- 
cable to these provisions 45 days later should be corrected. 

131 Current Income Tax Lag 

The next item in figure 5-3 is current income taxes. In calculating 
the lag in the payment of current federal income taxes, a payment 
lag is often used that is calculated on the basis of the statutory pay- . . 

ment requirement of 90 percent of the current year's liability paid 
in four installments on April 15, June IS, September 15, and Decem- 
ber 15, with the remaining 10 percent paid on March 15 of the fol- 
lowing year. On this basis, a lag of approximately 59 days is calculat- 
ed. This is generally more appropriate than attempting to calculate 
a lag based on actual income and payment patterns, since such a lag 
may be abnormal &use of changing patterns of income throughout 
a year or between years. This theory is also applied to state income 
tax payment requirements. 

141 Taxes Other Thsn Lncorne Tax Lag 

Moving to the area of general taxes, o r  taxes other than income 
taxes, the first step is to  segregate the total expense by type of tax. 
The lag is then measured from the time each tax is accrued and  
charged to operating expenseauntil the tax is paid: In most cases, 
property taxes and certain gross receipts taxes have extended pay- 
ment lags. As noted, the measurement is generally from the 'time a n  
item is expensed until the liability is paid. 

[5] Total Expense Lag 

Weighting the various lags for fuel, purchased power, and other 
operating expenses together, the overall weighted lag for the pay- 
ment of operating expenses is derived. As shown on figure 5-3, the 
net difference between the lag in the receipt of revenues and&e lag 
in the payment of those operating expenses is the excess lag in the 
receipt of revenues over the lag in the payment of operating expense.. 
The company must finance its operating expenses over this period 
of rime. 

(Rd.CIII87 Pub.016) 
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In addition, as shown in figure 5-3, an average daily amount for 
these operating expenses can be determined simply by dividing total 
operating expenses by 365 days. Multiplying the excess lag in the 
receipt of revenue by the average daily operating expense produces 
the cash working capital required for all operating and maintenance 
expenses. Any funds available from withholding taxes or any utility 
sales tax collected from the customer that is not reflected in the cost 
of service are subtracted from that amount. 

To explain further, when a company withholds federal income 
taxes or FICA taxes from employee wages, it typically holds that 
money for a short period of time until disbursement is made to the 
government. withholding provides a source of funds available to  the 
utility to meet its other cash working capital requirements. Since this 
source of funds has not been considered in the operating income 
statement, it must be recognized. In addition, if a company has a 
sales tax or gross receipts tax that is not included in the cost of service 
but is added to the customer's bill, the period from the time that cash 
is collected until it is disbursed to the state must be measured and 
the funds recognized as a source of w h  working capital. 

From the example presented in figure 5-3, the operating expenses 
are obviously not equal to the revenues reported in figure 5-2. The  
investment tax credit and operating income'make up the difference. 

The operating income component is subject to a wide d f i r e n c e  
of opinion in treatment when lead-lag studies are prepared. From 
a theoretical standpoint, operating income is earned when service is 
provided, and the operating income is the property of the investors 
in the company when earned. This view would recognize a cash 
working capital requirement for the lag in receipt of operating in- 
come. Such a requirement is equal to the revenue lag days times an 
amount equal to  one day's operating income. The amount for interest 

' 

or.prefened dividends would not be offset, since those amounts are 
paid from investor-supplied funds (operating income). At the o p p  
site end of the spectrum are those who take the position that a source 
of cash 

( T a r  conrinued on page 5-13) 



Page 6.2.24 

capital exists in the delay in disbursement of interest and 
preferred dividends without any consideration of the lag in  
receipt of operating income. 

In recent years, few commissions have accepted either o f  these 
opposing points of view. Usually, the decisions are somewhere 
between the two poles. The most prevalent is probably to not 
consider the operating income component in the lead-lag study, 
which results in not recognizing a need for cash working cap- 
ital to cover operating income and not recognizing accruals o f  
interest and preferred dividends as a source of cash working 
capital. 

The procedure o f  ignoring operating income generally pro- 
duces approximately the same effect as does the procedure o f  
recognizing the lag in collecting the operating income component 
of revenues while also recognizing a lag in the  payment of interest 
expense and preferred dividends. The majority of commissions 
considering the question have adopted o n e  of these latter two 
methodologies. Recognizing this, the examples presented herein 
give no consideration to operating income in calculating cash 
working capital requirements. 

8 5.09 Other Cash Working Capital Requirements in 
Lead-Lag Studies 

After having determined the cash working capital required fo r  
operating expenses, a need for minimum cash balances and 
compensating bank balances must be recognized unless they have 
been considered e1sewhere:The lead-lag study for determining 
cash working capital required for operating expenses assumes a 
zero cash balance and merely measures the  average amount of 
cash required to provide service before the time that the custom- 
e r  pays the utility for  that service. Some measurement of cash 

. . . balances obviously must also be considered. In determining 
minimum bank balances, measurement is normally made of the 
bank's service charges that would be incuned absent the compa- 
ny's maintenance of cash balances in the  bank. In abpition, 
working funds required and compensating bank balances are  
analyzed. From these amounts the net float available to the bank 
to meet these requirements is deducted. T h e  net amount is the 
cash balances that require an investment of funds. 
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The investment required in items such as miscellaneous debits 
or miscellaneous accounts receivable must also be considered. 
Examples of these items might be suspense work orders that have 
been opened to accumulate the charges for maintenance or repair 
of facilities that will ultimately be covered either by insurance 
reimbursement or by a manufacturer's warranty. These kinds of 
items require the expenditure of cash before reimbursement and 
are incurred as part of the operation of the public utility. They do 
not. however, enter the cost of service or operating income 
statement and rherefore have nor been measured in the lead-lag 
study of operating and maintenance expense. 

Another example of deferred debits might include highway 
relocation work. In this case, the utility incurs the cost of moving 
transmission lines. distribution lines, etc., for the relocation of a 
highway and is not reimbursed by the state for a period of months 
or. in some cases, even years. Again, these costs require the 
expenditure of cash in the course of conducting the utility 
operation before reimbursement and are  not reflected in the 
income statement. 

There are innumerable other requirements for cash working 
capital that could be considered in any particular utility's opera- 
tion. identifying them requires a detailed review of the other 
miscellaneous accounts receivable o r  deferred debits. 

On the other hand, there may be funds available that have not 
been reported on the operating income statement. These might 
include supplier refunds in the case of a gar distribution company. 
If the gas distribution company does not pay interest when it 
distributes these refunds to its customers, the fact that the 
company has those funds available from the time it receives the 
refunds until it reimburses the customers must be recognized. 
Similarly. a utility may have an exchange g a ~  or power agreement 
where it has received gas or  power and owes a like amount for  
later delivery. The liability for the gas o r  power to be returned 
must be considered in the measurement of the purchased gas or 
power lag days. 

An example of the other additions and other decuctions 
included in the lead-lag calculations of cash working capital is 
shown in Figure 5-6. 
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Figure 5 4  

Other Cash Working Capital Additions and Deductions for the 
Year Ended December 3 1, 19x2 

Line 
No. - 

I 
2 
3 
4 

Other additions: 
Cash balance 

Misccllaneou, accounts receivable 
Preliminary survey and invatiga- 

tion charga 
Ternpqrary iacilitia 
Other work in progrcu 
Deferred debits: 

P r o g r k  payments-trust fi nan. 
cinn $3,389,442 
- " 

O t h a  

Total deferred debits 

Total other additiom 

Other deductions: 
MiKellaneous liabilitia: 

Workmen's compensation awards 5 436,424 
Headwater benefits--licensed 

project 4,696,480 
Unclaimed items subject to a- 

cheat 723,717 
Fast breeder demonstration plant 1,050,700 
Deferred hospital premium 7 1 1.438 
Coal contract price incrcatc ' 1,108,984 

Total m i d l a n c o u s  liabilities 
Deferred gains on disposition of util- 

ity plant 1,496.030 

Total other deductions 

Net additions 

Adding together the cash working capita1 requirement from Figure 
5-3 and the net addition from Figure 5-6 products the amount of 
cash working capital ($84.4 million) -that would be includeMn the 
total working capital component of the rate base using the'lead-lag 
approach. 
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In June of 1979, the FERC issued proposed regulations3 for de- 
termining cash working capital. This proposal was terminated in 
March of 1984 and replaced by another proposed r~ lemaking .~  
which proposes a completely different policy for determining cash 
working capital requirements in wholesale electric rate cases. This 
latest proposed rulemaking is discussed in detail in Chapter 18. 

8 5.10 Conclusion 

In concluding this discussion on cash working capital, the 45- 
day formula generally continues to produce a reasonable estimate 
of all working capital requirements other than inventories. There 
can be exceptions when there are unusually large sources of work- 
ing capital or needs for working capital that are obvious. Absent 
those situations, the standard formula approach should produce 
reasonable and acceptable results. 

In addition to all the standard argumenu for using this formula 
(cost, ease of determination, hearing time, etc.), it should also be 
remembered that the use of detailed studies rewards the inefficient 
manager of cash and penalizes the more efficient. All other factors 
being equal, the inefficient manager of cash shows a greater need 
for cash working capital than does an efficient manager. Such a re- 
sult is contrary to enlightened regulation. However, this does not  
mean that a company that needs a large amount of cash working 
capital should be considered a poor manager of cash. There may 
well be conditions existing in its service area o r  operating charac- 
teristics that produce greater need for cash working capital. 

Given the preference far the continued use of the 4 5 d y  for- 
mula, it should be noted that in some situations a commission may 
be convinced that it cannot accept an answer produced by this for- 
mula. If that situation develops, a detailed lead-lag study should b~ 
prepared. Ar discussed in $ 5.05, above, answers produced by the 
balance sheet approach generally cannot be relied upon. 

FERC Prop Rulemaking. Dkt No R M 7 9 4 9 .  
4 FERC Prop Rulemaking. Dkt No RMS4-9. 


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


