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I. INTRODUCTION 8 

Q. Please state your name and business address. 9 

A. My name is David A. Heintz.  My business address is 293 Boston Post Road, Suite 500, 10 

Marlborough, Massachusetts 01752. 11 

Q. Are you the same David A. Heintz who previously submitted direct testimony in this 12 

proceeding? 13 

A. Yes, I am. 14 

Q. On behalf of which parties are you presenting this rebuttal testimony? 15 

A. I am sponsoring this rebuttal testimony on behalf of the electric and gas businesses of 16 

Ameren Illinois Company (Company or AIC). 17 

II. PURPOSE OF TESTIMONY 18 

Q What is the purpose of your rebuttal testimony? 19 
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A. The purpose of my rebuttal testimony is to respond to the direct testimony of Illinois 20 

Commerce Commission Staff (Staff) witness Scott Tolsdorf.  In his testimony Mr. Tolsdorf 21 

presents a conceptual argument regarding the level of days lead/lag for several pass-through 22 

taxes that should be used in determination of the cash working capital (CWC) requirement.  He 23 

has presented no study that supports his conclusions nor has he made any study of the time the 24 

Company has access to funds and the time the tax payments are made.   25 

The CWC requirement attributable to pass-through taxes should be based solely upon the 26 

actual time during which the Company has access to the funds and the date the funds are 27 

remitted to the taxing authority.  Staff’s proposed treatment of pass-through taxes, for CWC 28 

purposes, fails to accurately reflect the time that the Company actually has access to the funds.  29 

In this testimony I demonstrate the time that the Company has access to the funds. 30 

Q. Are you sponsoring any schedules? 31 

A. Yes, I am sponsoring Ameren Exhibit 25.1. 32 

III. RESPONSE TO STAFF WITNESS, MR. TOLSDORF 33 

Q. Have you reviewed the direct testimony of Mr. Tolsdorf filed in these proceedings?  34 

A. Yes, I have. 35 

Q. Do you agree with the revenue and expense levels reflected in Mr. Tolsdorf’s 36 

determination of the Company’s CWC requirements? 37 

A. No.  The revenues and operating expenses reflected in Mr. Tolsdorf’s analyses reflect 38 

Staff’s adjusted levels.  The ultimate level of CWC requirements should reflect the level of 39 

operating expenses authorized by the Commission in these proceedings. 40 
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Q. Beyond the adjusted expense levels used in Staff’s calculation, what adjustments has 41 

Mr. Tolsdorf proposed to the CWC requirements proposed by the Company? 42 

A. Mr. Tolsdorf proposes that the revenue lag days associated with pass-through taxes 43 

should be zero1.  The expense levels to which the CWC factors were applied were also adjusted 44 

to reflect Staff’s adjustments to operating expenses. 45 

Q, Please explain Mr. Tolsdorf’s proposed adjustment to the treatment of pass-through 46 

taxes. 47 

Staff witness Tolsdorf opines that:  48 

The revenue lag days associated with pass-through taxes in the CWC 49 
calculation should be zero because there is no lag between a delivery of 50 
utility service and the receipt of cash in regards to pass-through taxes.2 51 

Staff witness Tolsdorf further asserts: 52 

When revenue is collected after a product has been provided, a revenue 53 
lag is created.  For pass-through taxes, however, the Company is merely a 54 
collection agent for the taxing authorities, receiving pass-through taxes 55 
from ratepayers and holding them until they are remitted to a taxing 56 
authority.  Since cash received from ratepayers for pass-through taxes is 57 
not a payment for delivery of utility service, there can be no revenue lag.3  58 

Q. How do you respond to Mr. Tolsdorf’s argument that there is no revenue lag 59 

relevant to determine the Company’s CWC requirement related to pass-through taxes? 60 

                                                 

1 ICC Staff Exhibit 4.0, p. 13, lines 292-294. 
2 Id., p. 13, lines 297-299. 
3 Id., p. 14, lines 307-313. 
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A. While I disagree with Mr. Tolsdorf, the argument that there is no revenue lag should be 61 

irrelevant to the determination of the Company’s CWC requirement related to pass-through 62 

taxes.  The CWC requirement attributable to pass-through taxes should be based solely upon the 63 

actual time during which the Company has access to the funds and the date the funds are 64 

remitted to the taxing authority.  Neither Staff’s nor the Company’s proposed treatment of pass-65 

through taxes, for CWC purposes, currently reflects the time that the Company actually has 66 

access to the funds. 67 

Q. What conclusions are reached employing Mr. Tolsdorf’s proposed treatment of 68 

pass-through taxes?  69 

A. By excluding the revenue lag, Mr. Tolsdorf effectively concludes that the Company has 70 

access to the funds attributable to the pass-through taxes for 30 days or more before remitting 71 

such funds to the taxing authorities. 72 

Q. Do you believe that Mr. Tolsdorf’s position is an accurate portrayal of the timing of 73 

the collection and remittance of the funds? 74 

A. No.  The underlying data presented in the lead-lag study does not support Mr. Tolsdorf’s 75 

position.  Unfortunately, Staff’s position regarding whether there should be a revenue lag affixed 76 

to pass-through taxes obscures the real issue – how long does the Company have access to the 77 

funds before such funds are remitted to the taxing authorities. 78 

Q. Are you proposing changes to the CWC requirement of the Company? 79 

A. Yes.  After reviewing Mr. Tolsdorf’s testimony, I am proposing an alternative method of 80 

determining the CWC requirement associated with pass-through taxes.  81 
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Q. Please elaborate. 82 

A. The purpose of a lead-lag study, as it relates to pass-through taxes, should be to focus 83 

solely on and measure the time between when the Company received funds related to such taxes 84 

and when such funds are remitted to the various taxing authorities.  To that end, I am proposing 85 

an alternative method of determining the CWC requirement associated with pass-through taxes. 86 

Q. How are you proposing that the CWC requirement associated with pass-through 87 

taxes should be determined? 88 

A. I am proposing that the Company’s CWC requirement related to pass-through taxes be 89 

based solely upon the timing of the cash receipts and cash payments, thereby eliminating the 90 

concern of whether pass-through taxes are related to the provisioning of a service.  As I will 91 

explain, I have updated my CWC analysis related to pass-through taxes, to focus solely on when 92 

the funds become available to the Company and when the funds are remitted to the taxing 93 

authorities. 94 

Q. Does Mr. Tolsdorf’s proposed treatment of pass-through taxes consider the timing 95 

differences associated with the collection and remittance of the pass-through taxes? 96 

A. No.  Mr. Tolsdorf merely recommends that the revenue lag, as proposed by the Company, 97 

be eliminated.  He has performed no analysis as to the timing of the Company’s cash receipts and 98 

remittances. 99 

Q. How do you propose to determine the date on which the funds become available to 100 

the Company? 101 
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A. The sole method by which funds are collected from customers is via the monthly bill and 102 

the customers’ ultimate payment of that bill.  Therefore, I have analyzed the billing and 103 

collections process, as it relates to pass-through taxes, to determine when such funds become 104 

available to the Company. 105 

Q. Does Staff agree that the monthly bill is the only method by which funds are 106 

collected by the Company? 107 

A. Yes.  Mr. Tolsdorf agrees that the monthly bill is the only vehicle by which the Company 108 

receives payment for the services it has rendered.  Mr. Tolsdorf also agrees that the monthly bill 109 

is the only vehicle through which the Company collects pass-through taxes on behalf of taxing 110 

authorities4.  111 

Q. Please explain how you determined the timing of the collection and payment of the 112 

pass-through taxes. 113 

A. I analyzed the billings, collections and cash remittances to assess the timing of cash 114 

funds.  I reviewed the enabling legislation associated with the various pass-through taxes to 115 

determine when each tax had to be remitted. 116 

Q, How does your proposed approach differ from the position you supported in your 117 

direct testimony? 118 

                                                 

4 Response to Data Request AIC-Staff 3.17. 
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A. The lead-lag study relied upon billing, collection and payment data for the twelve months 119 

ended September 30, 2010, and included a service lag for most of the pass-through taxes.  A 120 

revenue lag and an expense lead were calculated and the net value (i.e., the net lead) was applied 121 

to the tax dollars. 122 

I am proposing, via this rebuttal testimony, that the focus not be on the revenue lag and 123 

expense lead, but rather when the funds were available to the Company and when the funds were 124 

remitted by the Company. 125 

Q. Please explain how you determined the dates on which funds were available to the 126 

Company and when such funds were remitted to the taxing authorities for each of the pass-127 

through taxes. 128 

A. I used the same data used to prepare the lead-lag study to determine the timing of the 129 

Company’s billings, collections and remittances.   130 

The days, by billing cycle were used to determine the date meters were read, the date bills 131 

were issued, and the elapsed time until customer payments were made and processed.  This 132 

analysis provided a date, by billing cycle, on which the funds were available for use by the 133 

Company. 134 

Reviewing all of the billing cycles for a given month, I was able to determine the 135 

midpoint of when funds would be available during a given month.  This midpoint date serves as 136 

the date funds were available to the Company.   137 

The second facet of the analysis is to determine the date on which the funds for each tax 138 

are remitted to the taxing authorities.  For this portion of the analysis, I referred to the enabling 139 

legislation for each of the pass-through taxes to determine the day of the month, quarter or year 140 
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on which the funds were to be remitted.  The Company’s practice is to remit taxes to the taxing 141 

authorities based upon billings adjusted for debts written off each month. 142 

The difference between the date on which are funds are available to the Company and the 143 

date on which funds were remitted by the Company reflects the number of days that funds are 144 

available to the Company. This difference should be used to determine the CWC requirement 145 

associated with each tax. 146 

Q. Can you provide an example of how the date on which funds were available was 147 

determined? 148 

A. Certainly.  The calculation of the date on which funds were available to the Company for 149 

the month of February 2010 is shown on Ameren Exhibit 25.1. Using data for the month of 150 

February 2010 as an example, the customers’ meters included in billing cycle 1 were read on 151 

January 29, 2010.  The bills were mailed, on average, 1.5 days later.  Based upon collections 152 

data, it was determined that, on average, customers paid those bills approximately 30 days after 153 

they were mailed by the Company.  Adding to that, payment processing time and bank float of 154 

approximately 2.5 days the total elapsed time from meter reading date to cash in hand was 34.53 155 

days.  Adding 34.53 days to the date the meter was read produces a date of March 4, 2010. 156 

Since there are 21 billing cycles in a month, the midpoint for each cycle was determined.  157 

Again, based on billing and collections data, the midpoint of the month was determined to be 158 

March 18, 2010.  The midpoint date for each month is the date on which funds were available to 159 

the Company.   160 

To simplify this analysis, I treated all months the same, and therefore concluded that 161 

funds would be available to the Company on the 18th of each month.  The actual midpoint, by 162 
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month, may vary slightly depending upon the number of days in the month and the date on which 163 

each billing cycle was read. 164 

The payment date, per the enabling legislation for each of the pass-through taxes, is as 165 

follows: 166 

Tax Date To Be Paid Per Enabling 
Legislation 

Energy Assistance Charge 20th of the month5 

Municipal Utility  Last day of the month6 

ICC Gross Revenue Tax 10th day of January, April, July and 
October7 

Electricity Distribution Tax 15th day of March, June, September and 
December8 

Illinois Gas Use and Gas Revenue 
Tax 

15th of the month9 

                                                 

5 305 ILCS 20/1 to 20/14. 
6 65 ILCS 5 8-11-2 and 220 ILCS 5 9 221 
7 220 ILCS 5/ Public Utilities Act. 
8 35 ILCS 620/2a.1. 
9 35 ILCS 173/5-1 to 173/5-999 and 35 ILCS 615/1 to 615/15 
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Q. Given the date on which the funds are available to the Company (i.e., the 18th of 167 

each month) and the prescribed remittance dates for each of the pass-through taxes, what 168 

is the elapsed time that the Company has access to the funds associated with each tax? 169 

A. The following table summarizes the net elapsed days that the Company has access to the 170 

funds prior to remitting the taxes. 171 

Tax Date Funds 

Available 

Date Funds 

Remitted 

Net Days Funds 

Available 

Energy Assistance 

Charge 

18th 20th 2 days 

Municipal Utility 

Tax 

18th 31 13 days 

ICC Gross Revenue 

Tax 

18th 10th of January, 

April, July, and 

October 

(67) days 

Electricity 

Distribution Tax 

18th 15th of March, June, 

September, and 

December 

(3) days 

Illinois Gas Use and 

Gas Revenue Tax 

18th 15th (3) days 

Q. How do the results of your proposed approach for the pass-through taxes compare 172 

to the filed approach? 173 
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A. The following table summarizes the net days lead for the pass through taxes. 174 

Tax Net Lag (Lead) 

As Filed 10 

Net Lag (Lead) 

As Proposed 

Difference 

Energy Assistance 

Charge (Gas) 

(7.31) (2) (5.31) 

Energy Assistance 

Charge (Electric) 

(7.30) (2) (5.30) 

Municipal Utility 

Tax 

(11.10) (13) 1.90 

ICC Gross Revenue 

Tax 

64.27 67 (2.73) 

Electricity 

Distribution Tax 

4.42 3 1.42 

Illinois Gas Use and 

Gas Revenue Tax 

4.74 3 1.74 

Q. Please summarize your revised method for the calculation of lead/lag for pass 175 

through taxes? 176 

                                                 

10  The net lag (lead) shown excludes the service lag included in the original filing. 
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A. The net lead/lag for pass-through taxes should reflect the number of days the Company 177 

has access to funds: i.e., the difference between when the Company receives funds from 178 

customers and when those funds are remitted to the taxing authorities.  The evidence that I have 179 

presented here measures this time. The evidence shows that Mr. Tolsdorf’s position as to the 180 

length of time the Company has access to the funds associated with pass-through taxes is 181 

unsupported by the facts. The Company’s position, as presented in this testimony, is the only true 182 

measure of the time the Company has access to the funds.  183 

IV. CONCLUSION 184 

Q. If the Commission were to conclude that no revenue lag should be applied to pass-185 

through taxes when determining the Company’s CWC requirements, as proposed by Mr. 186 

Tolsdorf, what other changes would you recommend? 187 

A. If, as the Commission maintained in Docket No. 09-0306 (cons.), there is no cost 188 

associated with pass-through taxes, there should be no impact on the Company’s CWC 189 

requirement.  Therefore, if no revenue lag is applied to the revenues associated with pass-through 190 

taxes, then no expense lead should be applied to the payments of the pass-through taxes.  This 191 

would at least apply symmetry to the treatment of the taxes. 192 

Q. Does this conclude your rebuttal testimony? 193 

A. Yes, it does. 194 


