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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 12-0001 2 

REVISED SURREBUTTAL TESTIMONY OF 3 

DAVID A. HEINTZ 4 

Submitted on Behalf Of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is David A. Heintz.  My business address is 293 Boston Post Road, Suite 500, 9 

Marlborough, Massachusetts 01752. 10 

Q. Are you the same David A. Heintz who submitted direct and rebuttal testimony in 11 

this proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

Q. What is the purpose of your surrebuttal testimony in this proceeding? 15 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony of Illinois 16 

Commerce Commission (Commission) Staff (Staff) witness Mr. Daniel G. Kahle (ICC Staff Ex. 17 

14.0), Illinois Industrial Energy Consumers (IIEC) witness Mr. Stephen M. Rackers (IIEC Ex. 18 

5.0), the People of the State of Illinois through the Office of the Attorney General (AG) and the 19 

AARP joint witnesses Mr. Michael L. Brosch (AG/AARP Ex. 3.0) and Mr. David J. Effron 20 

(AG/AARP Ex. 4.0), and the Citizens Utilities Board (CUB) witness Mr. Ralph C. Smith (CUB 21 
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Ex. 3.0) regarding Ameren Illinois Company’s (AIC, or the Company) cash working capital 22 

(CWC) requirement.  Other Company witnesses respond to Mr. Kahle, Mr. Rackers, Mr. Brosch, 23 

Mr. Effron and Mr. Smith’s rebuttal testimony related to topics other than CWC. 24 

Q. Are you sponsoring any exhibits with your surrebuttal testimony? 25 

A. Yes, I am sponsoring Ameren Exhibit 25.1. 26 

III. RESPONSE TO STAFF WITNESS, MR. KAHLE 27 

Q. Have you reviewed the rebuttal testimony of Mr. Kahle (ICC Staff Ex. 14.0) in this 28 

proceeding as it relates the Company’s CWC requirements? 29 

A. Yes, I have. 30 

Q. Does Mr. Kahle continue to recommend an adjustment to the revenue lag associated 31 

with pass-through taxes? 32 

A. Yes, he does.  Mr. Kahle continues to recommend that the revenue lag period associated 33 

with pass-through taxes, specifically the Energy Assistance Charges (EAC) and Municipal 34 

Utility Taxes (MUT) included in the Company’s CWC determination be set to zero days.  He 35 

does not propose to modify the Company’s expense lead for the two taxes, which were 36 

calculated to be 38.54 and 48.54 days, respectively.  In fact, Mr. Kahle states “Staff has accepted 37 

the Company’s calculation of lead days.1”  As a result, Mr. Kahle’s proposed adjustment 38 

contradicts the very reason that he espouses for modifying the Company’s revenue lag assigned 39 

to the pass-through taxes. 40 

Q. What justification does Mr. Kahle provide for the proposed adjustment? 41 
                                                 
1 ICC Staff Exhibit 14.0, p. 4, lines 73-74. 
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A. At lines 40-41 of his rebuttal testimony, Mr. Kahle asserts that “I state my position 42 

clearly on lines 89-90 of my direct testimony (ICC Staff Ex. 5.0, p. 5).”  At lines 88-90 of Mr. 43 

Kahle’s direct testimony he states “The lag days associated with EAC and MUT should be zero 44 

in the CWC calculation because there is no lag between a delivery of utility service and the 45 

receipt of cash for these pass-through taxes. Since there is no lag, investors are not providing any 46 

financing related to pass-through taxes.”  47 

Q. Has Mr. Kahle provided any new information on rebuttal to support his position? 48 

A. No, he has not.  All of the points raised by Mr. Kahle in his rebuttal testimony were 49 

previously responded to in my rebuttal testimony. 50 

Q. Has Mr. Kahle provided any evidence as support for eliminating the revenue lag for 51 

the MUT? 52 

A. No.  Mr. Kahle remains mute on this issue.  The basis for Staff’s recommendation 53 

appears to be the result of Mr. Kahle’s interpretation of the filing instructions for the EAC.  The 54 

issues and filing instructions that Mr. Kahle discusses apply solely to the EAC.  Mr. Kahle 55 

provides no explanation as to why a revenue lag of zero days should be applied to the MUT. 56 

Q. Do you agree with Mr. Kahle’s position? 57 

A. No.  According to his rebuttal testimony, Mr. Kahle’s position is prefaced on his belief 58 

that “there is no lag between a delivery of utility service and the receipt of cash for these pass-59 

through taxes.”  If such a position were true, there should be neither a revenue lag nor an expense 60 

lead applied to the pass-through taxes.  Applying a zero revenue lag and a zero expense lead 61 

would reflect Mr. Kahle’s position.  This is not, however, the position set forth by Mr. Kahle.  62 
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While he proposes to set the revenue lag to zero days, he does not propose to modify the expense 63 

lead for either of the pass-through taxes.  As a result, Mr. Kahle’s position implies that the 64 

Company has access to the funds associated with the EAC and MUT for 38.54 and 48.54 days, 65 

respectively.  The position that Mr. Kahle presents in the exhibits to his testimony are markedly 66 

different than the rationale that he provides in support of his position.  Mr. Kahle’s position is 67 

flawed and should be rejected. 68 

Q. What factors need to be considered when evaluating Mr. Kahle’s proposed 69 

adjustment? 70 

A. There are two components to each transaction in the CWC analysis; 1) when are cash 71 

funds collected; and 2) when are the cash funds remitted.   72 

Q. Under Mr. Kahle’s proposed adjustment, when and how does the Company collect 73 

the funds associated with the pass through taxes? 74 

A. Mr. Kahle is silent on that point.  Apparently, Mr. Kahle would have the Commission 75 

believe that the funds just appear in the Company’s bank account.   76 

Q. Are the amounts associated with the pass-through taxes booked as operating 77 

revenues on the financial books of the Company? 78 

A. Yes.  The amounts are booked as operating revenues, but are removed via a revenue 79 

allocation adjustment when a rate case is filed.  80 

Q. How does the Company collect the funds associated with the pass-through taxes? 81 

A. The funds are collected in the same manner as all other revenues, via the customers’ 82 

payment of the monthly utility bill.  Such payment is the only vehicle available by which 83 
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payment of the pass-through taxes occurs.  Mr. Kahle acknowledges this fact in response to Data 84 

Request AIC-Staff 8.01. 85 

Q.   In his rebuttal testimony, Mr. Kahle criticizes you for not addressing the comment 86 

that “collecting and remitting pass-through taxes is not related to the delivery of a utility 87 

service.2”  How do you respond?   88 

A. Mr. Kahle is correct.  I do not address the comment, because the statement is irrelevant.   89 

The focus of the lead-lag study that I sponsor is on the actual timing of the receipt of customer 90 

payments and the remittances of funds.  The net difference between the receipt of cash and 91 

remittance of funds produces the number of days that the Company has access to funds.  The 92 

study does not focus on whether the pass-through taxes are related to the provisioning of a 93 

service or not.  Such an issue is not relevant to the timing of the collection and remittance of the 94 

taxes, which was the focus of the Company’s analysis.  95 

 As I discussed in my rebuttal testimony, the Commission addressed this issue in Docket 96 

No. 11-0282.  In that proceeding, beginning at page 13 of the Final Order, the Commission 97 

stated: 98 

There is a single issue with respect to the cash working capital 99 
(“CWC”) methodology, relating to the lag days associated with 100 
Energy Assistance Charges (“EAC”) that AIC collects from its 101 
customers and remits to the State of Illinois. AIC and Staff agree 102 
that the EAC funds are, on average, available to AIC on the 16th 103 
day of each month. AIC remits the EAC funds as of the 20th day 104 
of each month, and thus calculates that the funds are available to 105 
AIC for four days. Staff notes that the enabling legislation requires 106 
funds to be remitted by the 20th day of the following month (See 107 
305 ILCS 20/13(f)), and thus calculates that AIC has the use of the 108 
funds for up to 35 days. 109 

                                                 
2 Id., p. 3, lines 52-53. 
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 110 
The question is whether the additional month that AIC could hold 111 
the funds should be imputed for CWC purposes. If AIC were to 112 
change its practices, it would mean that it would effectively remit 113 
no EAC charges to the State for one month. Hence, at the test year 114 
level of EAC charges, in the first year of the change, AIC would 115 
remit about $2.3 million less to the State than it would under its 116 
current practices. AIC states that this could impact the 117 
comprehensive low income energy programs administered by the 118 
Illinois Department of Commerce and Economic Opportunity with 119 
these funds. AIC requests that, in calculating the CWC 120 
requirement, the Commission recognize AIC's past method of 121 
remitting this pass-through tax and avoid any negative impacts on 122 
the State, low-income customers, and AIC. Staff, on the hand, 123 
contends that ratepayers should not bear the cost of AIC’s 124 
unnecessary early payment and urges the Commission to base the 125 
CWC calculation on AIC's access to these funds and not the date 126 
AIC chooses to remit them. 127 

Appropriately, nowhere in the decision did the Commission consider whether the taxes 128 

were related to the delivery of a utility service.   129 

Q. Does Mr. Kahle argue that your analysis of the timing of the receipt and remittance 130 

of the funds associated with the EAC and MUT is invalid? 131 

A. He does.  In support of his position, Mr. Kahle argues that pass-through taxes have no 132 

revenue lag and that the Company remits the pass-through taxes earlier than statutorily required. 133 

Q. How do you respond? 134 

A. Mr. Kahle ignores all components typically considered when calculating a revenue lag 135 

such as the midpoint of the service month, the time to create the bill, the collection lag, the 136 

payment processing lag, and bank float.  By ignoring each of these components, Mr. Kahle 137 

arrives at a revenue lag of zero days.  While I disagree with the position that there is no revenue 138 
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lag, because the funds cannot just appear in the Company’s bank accounts, I have no problem 139 

with that approach as long as similar treatment is afforded to the calculation of the expense lead.   140 

 Mr. Kahle, however, fails to apply the same approach for the calculation of the expense 141 

lead.  When calculating the expense lead, Mr. Kahle considers the midpoint of the service period 142 

and the date the taxes are remitted.  This inconsistent approach is what generates the illusion that 143 

the Company has access to the funds for a period longer than they actually have the funds.   144 

 The Company has presented the results of a study showing the actual period of time 145 

during which the Company has access to the funds associated with pass-through taxes.  Mr. 146 

Kahle dismisses the study solely because it reflects a revenue lag.  If Mr. Kahle’s treatment of 147 

the revenue lag is accepted, then the same treatment should be afforded to the expense lead – it 148 

should also be set to zero. 149 

 With regard to Mr. Kahle’s second argument concerning the timing of the Company’s 150 

remittance of the funds for the EAC, the Commission has recently addressed this argument.  In 151 

its Final Order in Docket No. 11-0282, beginning at page 13, the Commission stated: 152 

The Commission understands Staff's position but is not inclined to 153 
adopt it. Given the circumstances surrounding the EAC, the 154 
Commission does not believe that the adjustment sought by Staff is 155 
warranted. The Commission will revisit this issue, however, if AIC 156 
alters its EAC remittance schedule. 157 

 Further, as I stated in my rebuttal testimony, the timing of the Company’s remittance of 158 

the pass-through taxes has no impact whatsoever on the revenue lag.  Mr. Kahle’s proposed 159 

adjustment is wrong and incorrectly applied. 160 

Q. Has the Company altered its EAC remittance schedule since the Commission’s 161 

decision in Docket No. 11-0282? 162 
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A. No.  As I stated in my rebuttal testimony, after discussions with the Illinois Department 163 

of Revenue (IDOR) regarding the timing of the remittances of the funds associated with the EAC 164 

and the changes that would be necessary to meet IDOR’s requirements, the Company decided 165 

not to change the payment schedule. 166 

Q. Mr. Kahle claims that “Staff now has information that mitigates the concerns 167 

discussed in the most recent gas rate case’s Final Order.3”  How do you respond? 168 

A. It is difficult to respond to the statement because Mr. Kahle does not discuss what 169 

“information” Staff now has.  If he is responding to the fact that the Company contacted IDOR 170 

regarding the timing of the remittance of the funds associated with the EAC, as I previously 171 

stated, the Company has not modified its remittance schedule, nor does it have any plans to 172 

modify the remittance schedule. 173 

Q. Does Mr. Kahle point out that the Commission adopted a zero lag for EAC and 174 

MUT in Docket No. 11-0721, ComEd’s formula rate filing? 175 

A. He does.   He has provided no evidence, however, that ComEd remits the funds 176 

associated with the EAC in the same manner as does AIC.  It would be inappropriate to treat all 177 

utilities in the same manner without considering the company-specific facts as to how the 178 

utilities treat the issue.  Further, simply because both ComEd and AIC will have formula rates 179 

does not suggest that the treatment of all issues for the two companies need to be identical. 180 

Q. What is your recommendation to the Commission regarding the treatment of the 181 

EAC as it relates to the determination of the Company’s CWC requirements? 182 

                                                 
3 Id., p. 5, lines 99-100. 
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A. The Company has presented the results of a study that proves that there is only a slight 183 

difference between the time that the Company collects the funds associated with pass-through 184 

taxes and the remittance of such funds to the taxing authority.  The results of the study are 185 

reflected in the calculation of the Company’s CWC requirement. 186 

If, as Mr. Kahle suggests, there is no lag between the timing of the receipt and remittance 187 

of the funds associated with the pass-through taxes, the Commission should set the revenue lag 188 

and expense lead for the pass-through taxes to zero.  Such a change would actually increase the 189 

Company’s CWC requirement. 190 

In summary, as there is no justification for modifying the Company’s long-standing 191 

practice of remitting pass-through taxes based upon monthly billings adjusted for write-offs, and 192 

the time and resources that would be required to modify systems to file the reports on an 193 

alternative date, I recommend that the Commission permit the Company to continue to remit the 194 

EAC in a manner consistent with past practices.  This will avoid negative impacts on both the 195 

Company and the State.  Such a determination would also be consistent with the Commission’s 196 

decision in Docket No. 11-0282. 197 

IV. RESPONSE TO IIEC WITNESS, MR. RACKERS 198 

Q. Have you reviewed the rebuttal testimony of Mr. Rackers (IIEC Ex. 5.0) in this 199 

proceeding as it relates to the determination of the Company’s CWC requirements? 200 

A. Yes, I have. 201 

Q. Does Mr. Rackers continue to propose a collection lag of 21 days for AIC? 202 

A. Yes, he does.   203 
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Q. Do you agree with Mr. Rackers’ recommended adjustment to the Company’s 204 

revenue collection lag? 205 

A. No, I do not.   206 

Q. Has Mr. Rackers provided any evidence that a 21-day collection lag is a suitable 207 

proxy to reflect Ameren Illinois’ collection lag? 208 

A. No.  Mr. Rackers has provided no analysis to suggest that a 21-day collection lag reflects 209 

AIC customers’ payment patterns.  It appears that Mr. Rackers simply does not find the result of 210 

the Company’s analysis “reasonable”, although he has no company-specific data to support his 211 

position. 212 

Q. Does Mr. Rackers support the use of Company specific data to calculate the 213 

collection lag for AIC? 214 

A. Yes, although he caveats his position by stating that “the analysis of company-specific 215 

data must use appropriate data and produce reasonable results.4”   216 

Q. Mr. Rackers suggests there is an inconsistency in your rebuttal testimony when you 217 

cite the collection lags of other Illinois utilities while recommending that the Commission 218 

rely upon company-specific data to calculate AIC’s collection lag.  Do you agree there is an 219 

inconsistency? 220 

A. No.  When I presented the collection lags of other Illinois utilities, I was merely pointing 221 

out the variability of the collection lags.  I also pointed out that the Commission has 222 

appropriately relied upon company-specific collections data in past decisions to establish the 223 

                                                 
4 IIEC Exhibit 6.0, p. 4, lines 79-81. 
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collection lags for each utility.  There is no inconsistency in those statements.  Mr. Rackers, 224 

however, is proposing to introduce the inconsistency by ignoring the AIC-specific collection data 225 

in favor of a contrived “estimated” collection lag derived from the language of a rule that merely 226 

authorizes the minimum number of days after the issuance of a monthly utility bill when the 227 

companies in the State may charge a late fee.  In no way does the 21-day figure represent AIC’s 228 

collection lag. 229 

Q. In his rebuttal testimony Mr. Rackers states “I would welcome an analysis of actual 230 

customer bill payment behavior over time that relied on a statistically valid sample of 231 

individual Ameren customers as a basis for determining the collection lag.”5  How do you 232 

respond? 233 

A. The accounts receivable analysis performed by the Company reflects the timing of not 234 

only the issuance of actual bills to AIC’s customers over the course of the test year (e.g., 235 

increases in the accounts receivable balances) but the timing of AIC customers’ payments during 236 

the test year (i.e., reductions to account receivables balances).  Granted, the analysis did not 237 

examine individual customers’ bill payment behavior, but it does accurately reflect the payment 238 

patterns of the customer base as a whole. 239 

Q. At p. 4, beginning at line 70 of his rebuttal testimony, Mr. Rackers states “Had the 240 

aging analysis prepared by Mr. Heintz produced a more reasonable result, such as the 241 

23.24 collection lag for North Shore Gas Company cited by Mr. Heintz, the proxy of 21 242 

days would be unnecessary.”  How do you respond? 243 

                                                 
5 Id., lines 81-83. 
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A. There are numerous things wrong with such a statement.  First of all, based upon his 244 

statement, Mr. Rackers has predetermined what constitutes a “reasonable result” without 245 

consideration of company-specific data.  Mr. Rackers thus appears to support an analysis based 246 

upon company-specific data, but only if it produces a result to his liking.  Further, Mr. Rackers 247 

fails to mention that I cited the collection lag for five utilities.  Mr. Rackers focused only on the 248 

lowest collection lag.  He does not mention that Peoples Gas, NiGas and ComEd all had 249 

collection lags higher than AIC’s collection lag.  The variation in the collection lags for each of 250 

the Illinois utilities reflects the need to examine company-specific data and not to impose a 251 

number that has no relevance to the actual collection performance of a company, as 252 

recommended by Mr. Rackers.  253 

Q. Mr. Rackers states that Staff of the Missouri Public Service Commission is working 254 

to select a random sample of individual customer data to analyze the bill payment behavior 255 

of customers.  How do you respond? 256 

A. I understand that Ameren Missouri currently has an electric rate proceeding pending 257 

before the Missouri Public Service Commission (“PSC”).  I further understand that Missouri 258 

PSC Staff is expected to file its direct testimony in that proceeding in early July 2012.  It seems 259 

premature for Mr. Rackers to allege that such an analysis is being performed or that it may 260 

produce materially different results.  If Missouri PSC Staff were to file such a study, it would 261 

likely be subjected to rigorous review by Ameren Missouri and other parties to that proceeding.  262 

Moreover, any such study would still be subject to the Missouri PSC’s review and order.  The 263 

activities that may occur in another proceeding in another jurisdiction merit no discussion in this 264 

context in this proceeding.  265 
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Q. Mr. Rackers claims it is appropriate to reference Section 280.90 in the discussion of 266 

the Company’s collection lag.  Do you agree? 267 

A. No.  Although Section 280.90 sets the time frames after which a bill may be considered 268 

late, it has little relevance to the determination of AIC’s actual collection lag.  Mr. Rackers can 269 

attempt to style the use of the arbitrary number of days as an average number of days, but the 270 

fact remains that the 21 days has no real relevance to the Company’s actual collection 271 

experience. 272 

Q. Mr. Rackers suggests that the late payment fee set forth in Section 280.90 would be 273 

a “detriment” to customers that might otherwise pay their monthly utility bill late.  Do you 274 

agree? 275 

A. No.  Based upon the late payment fees collected by the Company (i.e., over $11 million), 276 

it is clear that (1) customers do in fact pay late and (2) the fee is obviously not a sufficient 277 

deterrent to incent all customers to pay their bills on or prior to the due date.  Given the 278 

collection lags sponsored by the other utilities in the State, this is clearly not just an issue 279 

impacting AIC. 280 

Q. Mr. Rackers presents IIEC Exhibit 5.2 which purportedly supports his 281 

recommendation of a lower collection lag.  Do you agree with the content of the exhibit? 282 

A. No.  IIEC Exhibit 5.2 is wrought with errors and should be accorded no evidentiary merit.  283 

Mr. Rackers uses percentages from the Company’s accounts receivable analysis and applies 284 

them to time frames of his own design.  The percentages from the Company’s analysis are based 285 

on a defined number of days, i.e. 0 – 30, 30 – 60, 60 – 90 and 90 plus, and cannot possibly be 286 

correct for a different set of days.  He also inexplicably excludes accounts receivables 90+ days 287 



Ameren Exhibit 25.0R 
Page 14 of 24 

outstanding from the analysis.  He further mistakenly applies the percentages for the number of 288 

customers from each range to the midpoint.  The percentage of dollars outstanding should have 289 

been used. 290 

Q. Have you prepared an exhibit correcting Mr. Rackers’ Exhibit 5.2? 291 

A. Yes, I have.  Ameren Exhibit No. 25.1 shows the corrected calculation.  Page 2 of this 292 

exhibit is the accounts receivable data supplied to Mr. Rackers in response to IIEC Data Request 293 

6.01 and shows the percentages of customers and amounts in the various account receivable 294 

groups maintained by the Company.  Page 1, lines 1 to 4, of this exhibit reproduces Mr. Rackers’ 295 

calculation and shows that the source of his percentages are the account-based totals employing 296 

incorrect data.  Lines 5 to 9 of Page 1 shows the corrected calculation using the dollar-weighted 297 

days outstanding percentages.  The correct collections lag is calculated to be 32.49 days as 298 

shown on Column (D), line 9. 299 

Q.  How does the calculated dollar-weighted days outstanding of accounts receivables 300 

compare to AIC’s proposed collection lag? 301 

A. The calculated dollar-weighted days outstanding of accounts receivables of 32.49 days is 302 

greater than the 30.67-day collection lag reflected in the CWC analysis. 303 

Q. Why is there a difference between the results of the two calculations? 304 

A. The calculation shown on Ameren Exhibit 25.1 reflects accounts receivables as of 305 

September 30, 2010, and was a point-in-time analysis intended to provide information regarding 306 

the number of customers with past due balances. 307 

The collection lag of 30.67 days was determined based upon 52 weekly balances of 308 
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accounts receivables from the test year. 309 

Q. Does Mr. Rackers continue to recommend a revenue lag of zero days for the EAC? 310 

A. Yes.   311 

Q. Has Mr. Rackers provided any new arguments in support of his proposed revenue 312 

lag for EAC? 313 

A. He has not. 314 

Q. Are the same arguments that you have set forth herein in response to Mr. Kahle’s 315 

proposed adjustment to the revenue lag for EAC and MUT applicable to Mr. Rackers’ 316 

arguments? 317 

A. Yes.  Unlike Mr. Kahle, however, Mr. Rackers’ argument is focused solely on the 318 

position that the Company is remitting the taxes based upon revenues billed instead of charges 319 

collected. 320 

As I stated in response to the arguments made by Mr. Kahle, the Commission has 321 

previously ruled on the Company’s method of remitting the EAC in Docket 11-0282 whereby it 322 

accepted the Company’s method and timing of remittance.  The Commission stated that it would 323 

revisit this issue if the Company changed its remittance practices.  As I have previously stated, 324 

the Company has not modified its remittance practices.  325 

Q. Has Mr. Rackers appropriately reflected his proposed adjustment? 326 

A. No.  As I pointed out in my rebuttal testimony, based upon the nature of the proposed 327 

adjustment made by Mr. Rackers (i.e., that the Company is remitting the funds before they are 328 

statutorily required to do so), Mr. Rackers’ adjustment should have reduced the expense lead for 329 
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the EAC.  Mr. Rackers, however, eliminated the revenue lag, which reflects how long it takes the 330 

Company to collect the funds from its customers.  As I discussed in my rebuttal testimony, there 331 

is only one vehicle by which the Company collects funds from its customers, and that is via the 332 

customers’ payment of the monthly utility bill.  The EAC is included on the monthly bill.  It is 333 

not possible for the customer to collect the funds associated with the EAC prior to the remainder 334 

of the monthly bills. 335 

Q. Is the manner in which Mr. Rackers calculated his proposed adjustment a material 336 

issue? 337 

A. No.  As I have stated in my rebuttal testimony and here, Mr. Rackers’ proposed 338 

adjustment is flawed and should be rejected.  No adjustment to either the revenue lag or expense 339 

lead should be approved by the Commission. 340 

 As I stated in response to Mr. Kahle’s proposed adjustment to the revenue lag for EAC 341 

and MUT, however, if the Commission agrees that there is no lag between the collection of the 342 

funds and the remittance of such funds to the taxing authorities, both the revenue lag and 343 

expense lead should be set to zero.  That is the appropriate way by which to reflect that the pass-344 

through taxes have no effect on the Company’s CWC requirement. 345 

Q. What do you conclude regarding Mr. Rackers’ recommendations? 346 

A. I conclude Mr. Rackers’ proposed 21-day revenue collection lag is unsupported and 347 

should be rejected and that the Company’s 30.67-day collection lag should be accepted.  I also 348 

conclude Mr. Rackers’ recommendations regarding the appropriate lag for the EAC disregard the 349 

Company’s actual practices and likewise should be rejected. 350 
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V. RESPONSE TO AG/AARP WITNESS, MR. BROSCH 351 

Q. Have you reviewed the rebuttal testimony of AG/AARP witness Mr. Brosch (AG/AARP 352 

Ex. 3.0) in this proceeding as it relates to the determination of the Company’s CWC 353 

requirements? 354 

A. Yes, I have. 355 

Q. Are there continuing areas of disagreement between you and Mr. Brosch over the 356 

lead-lag study? 357 

A. Yes, Mr. Brosch continues to assert that: 358 

a) The Company’s collection lag calculation is excessive; 359 

b) The revenue lag and expense lead days for income taxes should be zero days; and 360 

c) The revenue lag for pass-through taxes should be zero days. 361 

Q. Has Mr. Brosch provided any evidence that AIC’s collection lag is excessive? 362 

A. No.  Absent any empirical evidence to support his assertion, Mr. Brosch merely presents 363 

information regarding the overall revenue lag of utilities in other jurisdictions. I would note that 364 

in AG/AARP Exhibit 3.3, the one utility in his list for Illinois, ComEd, has a revenue lag of 365 

57.32 days, higher than AIC’s.   366 

Q. Have you reviewed Mr. Brosch’s comparison of AIC’s methodology to non-Ameren 367 

utilities outside of Illinois? 368 

A. Yes, I have. 369 

Q. Mr. Brosch chastises you for not being aware of a “preferred and most accurate 370 

approach” to calculating the collections lag.  How do you respond? 371 



Ameren Exhibit 25.0R 
Page 18 of 24 

A. I am aware of a number of different methodologies used by various state and federal 372 

jurisdictions to calculate a company’s CWC requirement.  Unlike Mr. Brosch, I do not believe 373 

there is a single “preferred and most accurate approach” employed by state and federal 374 

regulatory agencies. That said, it is my understanding that the Commission has expressed a 375 

preference for the use of actual data for calculating the collections lag. 376 

Q. What is your reaction to Mr. Brosch’s analysis of revenue lags utilized by utilities 377 

outside of Illinois? 378 

A. Mr. Brosch presents information regarding nine utilities outside of Illinois and presents 379 

the revenue lags filed by the utilities showing a range from 37.0 days to 44.2 days.  The only data 380 

provided by Mr. Brosch was the filed cash working capital requirement exhibit.   381 

Q. Has sufficient information been provided by which to adequately compare the 382 

calculations used in the examples cited by Mr. Brosch and that employed by AIC? 383 

A. No.  The data presented by Mr. Brosch did not provide any details behind the various 384 

calculations. The methods utilized to calculate the revenue lags and components included within 385 

the total revenue lag cannot be determined based on the data provided.   386 

Moreover, he does not explain how, or even if, the utilities in these other jurisdictions are 387 

comparable to AIC.  There are likely issues unique to each of the other utilities included in Mr. 388 

Brosch’s “sample”, but given the lack of information provided, such differences cannot fully be 389 

determined.  Each of the utilities operate outside of Illinois, have different customer bases and 390 

demographics, and likely calculate the revenue lag based on state jurisdiction precedent, and 391 

company-specific data and company-specific operations.  As I discussed in my response to Mr. 392 

Rackers, the Commission should determine the collection lag for AIC in this proceeding based 393 
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upon Commission precedent, and AIC-specific data, operations and experiences during the test 394 

year.  Ultimately the revenue lags calculated by other utilities in other jurisdictions merit no 395 

discussion in this proceeding.   396 

Q. How does AIC’s collection lag compare to the collections lags of other utilities 397 

within Illinois? 398 

A. While I do not believe the collection lags calculated by other utilities should be given any 399 

weight when determining AIC’s collection lag, if the Commission wishes to compare the 400 

Company’s collection lag to that of other utilities, it should do so against other Illinois utilities.  401 

As stated in my rebuttal testimony, the Commission has previously approved collection lags for 402 

Nicor of 33.76 days; Peoples Gas Light and Coke of 32.72 days; North Shore Gas Company of 403 

23.24 days; MidAmerican Energy Company of 25.68 days; and ComEd of 36.32 days.  So the 404 

collection lags approved by the Commission range from 23.24 days to 36.32 days.  ComEd has 405 

requested a collection lag of 32.34 in its current filing.   AIC has proposed a collection lag of 406 

30.67 days in the current proceeding.  Thus, if we were to use the other utilities operating in 407 

Illinois as a proxy, AIC compares favorably.   408 

Q. Did Mr. Brosch also question why there was a difference between the level of 409 

revenue lag between Ameren’s Illinois and Missouri jurisdictions? 410 

A. Yes.  Mr. Brosch included information for Ameren Missouri in his analysis which 411 

reflects a revenue lag of 40.11 days.  This revenue lag represents the results of a lead-lag study 412 

produced for the utility utilizing a June 2006 test year.  It is unclear as to why Mr. Brosch would 413 

use such a dated case for Ameren Missouri when the utility has litigated three electric cases since 414 

that case and has recently filed another case.  The collection lag calculations on the Missouri side 415 
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have mirrored the calculations of the collection lag on the Illinois side.  However, there are some 416 

issues unique to Ameren Missouri that require adjustments to the revenue lag calculation.  On the 417 

Missouri side bank float is not included in the total revenue lag calculation and the retail revenue 418 

lag is weighted with off-system sales reducing the total revenue lag utilized in the CWC 419 

calculation.  Further, of course, actual payment experience in Missouri may be different than in 420 

Illinois. 421 

Q. What is your response to Mr. Brosch’s comparison of the collections lag calculated 422 

by AIC with Ameren Missouri’s? 423 

A. As stated previously, the revenue lags calculated by other utilities in other jurisdictions 424 

merit no discussion in this proceeding.  However, I will briefly compare the calculations of the 425 

two Ameren utilities.  In the last completed Ameren Missouri electric rate proceeding, Case No. 426 

ER-2011-0028, the retail revenue lag calculated by the company was 45.30 days which was then 427 

weighted with off-system sales which produced a proposed revenue lag of 42.19 days.  The 428 

calculation of the revenue lag in Missouri does not include bank float.  The 45.30-day retail 429 

revenue lag for Ameren Missouri included a collection lag of 27.44 days.  The collection lag 430 

proposed in the current AIC proceeding is 30.67 days.  The method for the calculation of the 431 

collection lag is identical to the calculation in this proceeding for AIC.  The same weekly 432 

Accounts Receivable Analysis reports were relied upon and the same calculations were made.  433 

The only differences between the calculations reflect the test year utilized and the use of state 434 

specific data.   435 

Q. Is it likely that “sister utilities” will have the same collections lag? 436 

A. Absolutely not. 437 
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Q. Please explain. 438 

A. While the utilities likely have the same collections processes in place, the utilities 439 

ultimately have a different customer base that will impact the actual collection experiences of 440 

each utility. 441 

Q. Please provide a specific example. 442 

A. Using utilities within Illinois as an example, one could look at Peoples Gas and North 443 

Shore Gas Company, both subsidiaries of Integrys Energy Group.  In their last rate proceedings, 444 

Docket Nos. 09-0166 (Cons.), the collection lag approved for Peoples Gas was 32.72 days versus 445 

and 23.24 days for North Shore Gas.  The utilities utilized the same method of calculation, but 446 

the differences were based upon the use of utility-specific data.  The difference between the 447 

collection lags of these two utilities is far greater than that of AIC and Ameren Missouri.  There 448 

is no reason to believe that two utilities with different customer bases should have the same 449 

collections lag regardless of whether they are subsidiaries.       450 

Q. Does Mr. Brosch assert that it is an “essential modification” for AIC to reflect a 451 

“grace period” in the calculation of the Company’s collection lag? 452 

A. Yes, he does. 453 

Q. How do you respond to Mr. Brosch’s assertion? 454 

A. Mr. Brosch is wrong.  I acknowledge that ComEd reflected an adjustment to its 455 

calculation of the collections lag.  I cannot explain the reasons behind why ComEd made such an 456 

adjustment, but such an adjustment is not necessary or appropriate for AIC.  As noted in my 457 
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rebuttal testimony, even with the adjustment, ComEd’s collection lag is greater than that 458 

proposed by AIC. 459 

Q. Have you seen other companies in Illinois make an adjustment to the revenue lag? 460 

A. Yes.  I am aware that Nicor reduced its revenue lag by 10 days.  Such an adjustment was 461 

made to reflect a corporate goal to reduce the overall revenue lag6.  I would note that even with 462 

the adjustment, Nicor’s collection lag was 52.39 days7.  The adjustment made by ComEd may 463 

have been made for similar reasons.  Such an adjustment is not necessary for AIC.  Despite Mr. 464 

Brosch’s accusations, the Company’s collection lag is not overstated. 465 

Q. Has the Commission imposed the inclusion of a “grace period” on the calculation of 466 

the collection lag for any other utilities in the State of Illinois? 467 

A. No.  ComEd decided for whatever reason, that a grace period was appropriate to include 468 

in the calculation of its collection lag.  ComEd’s decision should not be uniformly applied to all 469 

utilities in the State. 470 

Q. Does Mr. Brosch continue to recommend a revenue lag of zero days for the EAC, 471 

MUT and gross receipts taxes? 472 

A. Based upon a review of the exhibits to his testimony, it appears that he does.  I would 473 

also note that he provided no support for the proposed adjustments in his direct testimony; he 474 

merely included the adjustments in a listing of his proposed adjustments.  I will also point out 475 

that Mr. Brosch is the only witness to propose a zero revenue lag for the gross receipts taxes 476 

                                                 
6 Docket No. 08-00000, Exhibit 8.0, p.8, lines 151-152. 
7 Id., p. 7. 
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(GRT), which are not pass-through taxes.  No explanation has been provided by Mr. Brosch as to 477 

why the GRT should be treated the same as pass-through taxes. 478 

Q. Has Mr. Brosch provided any arguments in support of his proposed revenue lag for 479 

the taxes in his rebuttal testimony? 480 

A. No.  Mr. Brosch did not even address the proposed adjustments in his rebuttal testimony. 481 

Q. Do you have any comments regarding Mr. Brosch’s proposed treatment of the 482 

revenue lag for the three taxes? 483 

A. Given Mr. Brosch’s apparent affinity for comparing AIC’s CWC revenue lag to that of 484 

other companies outside the State of Illinois, I would only point out that in most of the instances 485 

for other, non-Illinois utilities for which Mr. Brosch provides information, the whole revenue lag 486 

is applied to pass-through taxes.  There are no instances in which a zero revenue lag is applied to 487 

the pass-through taxes. 488 

Q. What is the Company’s response to Mr. Brosch’s proposed treatment of income 489 

taxes in the CWC analysis? 490 

A. Company witness Mr. Ronald D. Stafford will respond to Mr. Brosch’s proposed 491 

treatment of income tax expense in the CWC analysis.  492 

VI. RESPONSE TO AG/AARP WITNESS, MR. EFFRON 493 

Q. Have you reviewed the treatment of vacation accrual discussed by Mr. Effron? 494 

A. Yes. 495 

Q. Will you be responding to Mr. Effron’s proposed treatment of the vacation accrual? 496 
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A. No.  Mr. Stafford will respond to Mr. Effron’s proposed treatment of the vacation 497 

accrual. 498 

VII. RESPONSE TO CUB WITNESS, MR. SMITH 499 

Q. Have you reviewed the treatment of vacation accrual discussed by Mr. Smith? 500 

A. Yes. 501 

Q. Will Mr. Stafford also be responding to the vacation accrual adjustment proposed 502 

by Mr. Smith? 503 

A. Yes, he will. 504 

VIII. CONCLUSION 505 

Q. Do you have anything further to add at this time? 506 

A. No.  This concludes my surrebuttal testimony. 507 
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