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• 	 Methods used to measure Cash Working Capital include:
./ Formula Method - most popular 45-days 
./ Balance Sheet Method 
./ Lead Lag Study 

3.7 Audit of Rate Base - Customer Advances 
• 	 Source of non-investor supplied capital 
• 	 Accounting treatment different for different industries 

./ Energy Industry- this is usually netted against costs in plant account 
• 	 Consistent with tariff 
• 	 Tax treatment 

3.8 Audit of Rate Base 
• 	 Prepayments:

./ Type of payment: Related to Service? 
• 	 Materials and Supplies 

./ Level of inventory: Reasonable or Excessive? 

-/ Use of 13 month average 
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