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I. INTRODUCTION 7 

A. Witness Identification 8 

 Please state your name and business address. Q.9 

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

Marlborough, Massachusetts 01752. 11 

 By whom are you employed and in what capacity? Q.12 

A. I am a Vice President with Concentric Energy Advisors, Inc. (Concentric). 13 

 Are you the same David A. Heintz who previously sponsored testimony in this Q.14 

proceeding? 15 

A. Yes, I sponsored rebuttal testimony on behalf of Ameren Illinois Company d/b/a Ameren 16 

Illinois (AIC or the Company). 17 

B. Purpose, Scope and Identification of Exhibits 18 

 What is the purpose of your surrebuttal testimony in this proceeding? Q.19 

A. The purpose of my testimony is to comment on and respond to the rebuttal testimony of 20 

certain Illinois Commerce Commission (Commission) Staff (Staff) and Intervenor witnesses.  21 
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Specifically, I respond to Staff witness Mr. Daniel G. Kahle (ICC Staff Ex. 7.0) and Intervenor 22 

witness Mr. Michael L. Brosch (AG/AARP Ex. 3.0).  23 

 Are you sponsoring any exhibits in support of your testimony? Q.24 

A. Yes, I am sponsoring Ameren Exhibit 22.1. 25 

II. RESPONSE TO STAFF WITNESS, MR. KAHLE 26 

 Have you reviewed the rebuttal testimony of Mr. Kahle in this proceeding as it Q.27 

relates to the Company’s Cash Working Capital requirements? 28 

A. Yes, I have. 29 

 Do you agree with Mr. Kahle’s positions set forth in his rebuttal testimony Q.30 

pertaining to the Employee Benefits and Payroll Lead days? 31 

A. Yes, I do. 32 

 Does Mr. Kahle also support the Company’s proposed treatment of the expense lead Q.33 

associated with income taxes? 34 

A. Yes, he does.   35 

 Do you agree with Mr. Kahle’s revenue lags and expense leads for pass-through Q.36 

taxes? 37 

A. No.  Mr. Kahle’s position substitutes a factual analysis of the timing of the receipt of 38 

funds and the payment of expenses (i.e., the Company’s lead-lag analysis) with Mr. Kahle’s 39 

assumptions of how long he believes the Company theoretically has access to the pass-through 40 

tax amounts after receipt of the funds.  Mr. Kahle’s recommendation rests solely on his belief 41 

that the Company should not remit the pass-through tax amounts until 20 (for EAC) or 30 (for 42 
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MUT) days after the funds are actually received.  But he has performed no analysis of when the 43 

funds are actually received and when payments are actually made.   44 

 What revenue lag do you apply to the pass-through taxes? Q.45 

A. The revenue lag was determined to be 34.54 days. 46 

 How was the revenue lag applied to pass-through taxes determined? Q.47 

A. The pass-through taxes are billed and collected in the same manner as all other revenues.  48 

The revenue lag consists of a service lag, a billing lag, a collection lag, a payment processing lag 49 

and a bank float lag.  The total revenue lag is 49.75 days.  Staff has argued in past proceedings, 50 

however, that the Company provides no service associated with pass-through taxes, so the 51 

service lag of 15.21 days was excluded from the revenue lag applied to pass-through taxes.  52 

Therefore, the revenue lag for pass-through taxes was determined to be 34.54 days. 53 

 How did the Company determine the expense lead associated with pass-through Q.54 

taxes? 55 

A. The expense lead days for the pass-through taxes consist of two parts, the revenue lag 56 

plus a lead day allowance reflecting how long the Company has access to the funds.  This lead 57 

day amount is 4 days for the EAC and 14 days for the MUT.   58 

 Please explain how you determined the dates on which funds were available to the Q.59 

Company and when such funds were remitted to the taxing authorities for each of the pass-60 

through taxes. 61 

A. I used the same data used to prepare the lead-lag study to determine the timing of the 62 

Company’s billings, collections and remittances.  The days, by billing cycle were used to 63 

determine the date meters were read, the date bills were issued, and the elapsed time until 64 
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customer payments were made and processed.  This analysis provided a date, by billing cycle, on 65 

which the funds were available for use by the Company.  Reviewing all of the billing cycles for a 66 

given month, I was able to determine the midpoint of when funds would be available during a 67 

given month.  This midpoint date serves as the date funds were available to the Company. 68 

The second facet of the analysis was to determine the date on which the funds for each tax 69 

are remitted to the taxing authorities.  For this portion of the analysis, I referred to the enabling 70 

legislation for each of the pass-through taxes to determine the payment date—the day of the 71 

month, quarter or year on which the funds were to be remitted.  The Company’s practice is to 72 

remit taxes to the taxing authorities based upon billings adjusted for debts written off each month.  73 

The difference between the date on which funds are available to the Company and the date on 74 

which funds were remitted by the Company reflects the number of days that funds are available to 75 

the Company.  This difference was used to determine the Cash Working Capital (CWC) 76 

requirement associated with each tax. 77 

 Can you provide an example of how the date on which the funds were available was Q.78 

determined? 79 

A. Yes.  The calculation of the date on which funds were available to the Company for the 80 

month of June 2010 is shown on Ameren Exhibit 22.1.  Using data for that month as an example, 81 

the customers’ meters included in billing cycle 1 were read on May 27, 2010.  The bills were 82 

mailed, on average, 1.5 days later.  Based upon collections data, it was determined that, on 83 

average, customers paid those bills approximately 30 days after they were mailed by the 84 

Company.  Adding to that, payment processing time and bank float of approximately 2.5 days, the 85 

total elapsed time from meter reading date to cash in hand was 34.53 days.  Adding 34.53 days to 86 

the date the meter was read produces a date of June 30, 2010. 87 



Ameren Exhibit 22.0 
Page 5 of 12 

 Since there are 21 billing cycles in a month, the midpoint for each cycle was 88 

determined.  Again, based on billing and collections data, the midpoint of the month was 89 

determined to be June 16, 2010.  The midpoint date for each month is the date on which 90 

funds were available to the Company.  91 

To simplify this analysis, all months were treated the same, and therefore concluded that 92 

funds would be available to the Company on the 16th of the month in which service was 93 

provided to the customer.  The actual midpoint, by month, may vary slightly depending upon the 94 

number of days in the month and the date on which each billing cycle was read.  95 

The numbers of days the funds were available to AIC was then determined by counting 96 

the number of days between the June 16 midpoint day and the payment date for each type of pass 97 

through tax. Thus, for the EAC, the 4 days were calculated by counting the days from the mid-98 

point (June 16) to the payment date, June 20. 99 

 What are Mr. Kahle’s recommendations regarding CWC related to pass-through Q.100 

taxes? 101 

A. Mr. Kahle asserts that there should be zero revenue lag days for pass-through taxes but 102 

accepts the Company’s filed expense lead days for these taxes as they were within 3.33 days of 103 

his calculations.1   104 

 What is the net effect of Mr. Kahle’s proposed adjustment of applying zero revenue Q.105 

lag day to the pass-through taxes? 106 

A. By zeroing out the revenue lag but not adjusting the expense lead days for the EAC and 107 

MUT, Mr. Kahle is effectively implying that the Company has access to the funds for 38.54 and 108 

                                                           
1 The Company’s filed expense leads are 38.54 days for EAC and 48.54 days for MUT. 
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48.54 days, respectively.  Such an adjustment unjustly reduces the Company’s rate base by $1.59 109 

million.  There is simply no basis to support Mr. Kahle’s implication that AIC has access to these 110 

funds for those periods. 111 

 Has Mr. Kahle performed an analysis of the timing of the receipt and remittance of Q.112 

the pass-through taxes? 113 

A. He has not.  His position on the revenue lag is a conceptual argument, but the 114 

implications to the Company if the Commission were to adopt Mr. Kahle’s conceptual argument 115 

are very real and results in a significant reduction in rate base.   116 

 Does Mr. Kahle cite any other support for his zero revenue lag days Q.117 

recommendation? 118 

A. Yes, Mr. Kahle notes that the Commission has previously addressed this issue in the 119 

Company’s prior electric rate case (Docket No. 09-0306 (cons.)) and in Commonwealth Edison 120 

Company’s (ComEd) formula rate case order (Docket No. 11-0721).  Mr. Kahle does note the 121 

Commission decided this issue differently in the Company’s last gas rate case (Docket No. 11-122 

0282), but argues that a gas case decision is not relevant to an electric proceeding.   123 

Although ComEd and the Company do not have the same operating territory, customer 124 

make-up, billing systems and practices, Mr. Kahle believes that it would be “unreasonable” to 125 

incorporate a different method for calculating the lag for the same type of tax across formula rate 126 

cases.  127 
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 Do you agree with Mr. Kahle’s apparent “one size fits all” proposal as it relates to Q.128 

pass-through taxes? 129 

A. I do not.  While the taxes that each utility in the State are assessed may be the same, the 130 

manner in which each utility manages the recording, collection and remittance of such taxes is 131 

unique to each specific utility.  Given that companies handle pass-through taxes in different 132 

manners, it is only appropriate that the specific methods employed by AIC should be examined 133 

and relied upon to assess the timing associated with the billing, collection and remittance of the 134 

pass-through taxes to the appropriate taxing authorities.  Therefore, I disagree with Mr. Kahle’s 135 

proposed homogenized treatment of the pass-through taxes for cash working capital purposes.  136 

 Is it appropriate to utilize the Commission’s adopted treatment of pass-through Q.137 

taxes for AIC’s gas business for the Company’s electric business? 138 

A. Yes.  The finding in Docket No. 11-0282 rejecting Mr. Kahle’s zero revenue lag for pass 139 

through taxes was for the same utility as the utility in this proceeding – AIC.  The manner in 140 

which the Company collects and remits the funds associated with the pass-through taxes is the 141 

same for the gas and electric businesses.  Therefore, the same treatment that the Commission 142 

adopted for the gas business in Docket No. 11-0282 should likewise be applicable to the 143 

Company’s electric business. 144 



Ameren Exhibit 22.0 
Page 8 of 12 

 Mr. Kahle states that “Mr. Brosch also proposes zero lag days for both EAC and Q.145 

MUT2” as support for his position with regards to the zero revenue lag days for pass-146 

through taxes.   How do you respond? 147 

A. The fact that another witness in this proceeding has proposed a similar adjustment to that 148 

proposed by Mr. Kahle is irrelevant.  As I will address later in my testimony, Mr. Brosch’s 149 

recommendation is equally as unsupported as Mr. Kahle’s proposed adjustment.  Two wrongs 150 

clearly do not make the adjustment right. 151 

 Mr. Kahle states in his rebuttal testimony that “Mr. Heintz takes issue with my Q.152 

position that there is no revenue lag for pass-through taxes because, for rate setting 153 

purposes, items which are not part of operating revenue in the revenue requirement should 154 

not have a revenue lag.  His argument, however, speaks only to the timing of the collection 155 

and remittance of the taxes and are irrelevant to the issue of a revenue lag.  Mr. Heintz 156 

does not offer testimony to show that pass-through taxes should not be considered as 157 

revenue for rate making purposes.3”  How do you respond? 158 

A. The purpose of my testimony in this proceeding is solely to support the Company’s CWC 159 

requirement.  I was not tasked with recommending how pass-through taxes should be considered 160 

for ratemaking purposes.  In fact, I was not aware that such a question existed in this proceeding.  161 

The Commission has had a longstanding practice of excluding pass-through taxes from the 162 

revenue requirement.   163 

How the pass-through taxes are treated for CWC requirement purposes is, however, at 164 

issue in this proceeding.  The purpose of a lead-lag study is to measure the timing of the receipt 165 

                                                           
2 (ICC Staff Ex. 7.0, p. 6, lines 114-15.) 
3 (Id., p. 3, lines 47-53.) 



Ameren Exhibit 22.0 
Page 9 of 12 

of revenues and the remittance of payments.  Mr. Kahle’s proposed treatment of the pass-through 166 

taxes, for purposes of establishing the Company’s CWC requirement, is ill-founded, unsupported 167 

and unjustly penalizes the Company. 168 

 Has Mr. Kahle accepted your calculation of the expense lead days for pass-through Q.169 

taxes? 170 

A. He has.  However, as noted above, the expense lead I calculated included the revenue lag.   171 

 Is it logical that the pass-through taxes can have an expense lead but not a revenue Q.172 

lag? 173 

A. No.  That is precisely my concern with Mr. Kahle’s proposed adjustment.  The sole issue 174 

that should be the focus of the CWC requirement, as it pertains to pass-through taxes, is the net 175 

days that the Company has access to the funds prior to remittance to the taxing authorities.  As I 176 

have demonstrated, the Company has access to the EAC funds for 4 days and to the MUT funds 177 

for 14 days prior to remitting the funds to the appropriate taxing authorities. 178 

As I have previously stated, under Mr. Kahle’s proposal, the Company has access to the 179 

EAC and MUT funds for 38.54 and 48.54 days, respectively.  Mr. Kahle, however, has not 180 

conducted an analysis of the timing of the receipt and remittance of the funds. 181 

 If the Commission were to agree that the revenue lag for the pass-through taxes Q.182 

should be zero days, what adjustments must also be made to the expense leads for the pass-183 

through taxes? 184 

A. If the Commission were to conclude that the revenue lag for pass-through taxes should be 185 

zero days, then the expense leads for the EAC and MUT should be set to 4 and 14 days, 186 

respectively, to reflect the number of days that the Company has access to the funds.  Failure to 187 
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do so would misrepresent the actual timing of the collection and remittance of the funds 188 

associated with the pass-through taxes.  Alternatively, at minimum, if the Commission were to 189 

conclude that the revenue lag for pass-through taxes should be zero days, then expense lead 190 

should be also set to zero days for consistency.  191 

III. RESPONSE TO AG/AARP WITNESS, MR. BROSCH. 192 

 Have you reviewed the rebuttal testimony of Mr. Brosch in this proceeding as it Q.193 

relates to the determination of the Company’s CWC requirements? 194 

A. Yes, I have. 195 

 Are there continuing areas of disagreement between you and Mr. Brosch over the Q.196 

lead-lad study? 197 

A. Yes.  Mr. Brosch, like Mr. Kahle, believes the revenue lag days for pass-through taxes 198 

should be zero.  Mr. Brosch also recommends zero revenue lag and expense lead days for income 199 

taxes. 200 

 What is Mr. Brosch reasoning for setting the revenue lag for pass-through taxes to Q.201 

zero? 202 

A. Mr. Brosch, like Mr. Kahle, believes that the revenue lag for pass-through taxes should 203 

be set to zero because these taxes become payable only after the Company collects the revenues 204 

from its customers.   205 

 How do you respond to Mr. Brosch’s position? Q.206 

A. As I stated in response to Mr. Kahle’s similar proposed adjustment, the Company’s CWC 207 

requirement should be set based upon the actual time that the Company has access to the funds 208 

prior to remitting such funds to the taxing authorities.  The theoretical argument of whether or 209 
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not there should be a revenue lag is irrelevant to the determination of the Company’s CWC 210 

requirement.  As my analysis showed, the Company has access to the EAC and MUT for 4 days 211 

and 14 days, respectively.  The revenue lag and expense leads can be set to any number Messrs. 212 

Kahle and Brosch desire, as long as the net result reflects that the Company has access to the 213 

EAC and MUT funds for a net 4 and 14 days, respectively.   214 

 Does Mr. Brosch’s rebuttal testimony provide any additional support for his Q.215 

recommendation of zero revenue lag and expense lead days for income taxes? 216 

A. No.  Mr. Brosch’s rebuttal testimony merely argues the same points he made in his direct, 217 

albeit in a bit more detail.  Mr. Brosch does reference ComEd’s recent formula rate order where 218 

the Commission approved the inclusion of a negative amount for current income taxes.  I am not 219 

familiar with the details of ComEd’s tax calculations or its rate case practices4 and how they 220 

differ from AIC’s, but Mr. Brosch has not indicated that the practices are sufficiently similar to 221 

warrant the same treatment.  Moreover, the Proposed Order in Docket No. 12-0001 rejected Mr. 222 

Brosch’s recommendation,5 recognizing that ComEd and AIC calculate income taxes using 223 

different methodologies.  I reiterate that the Commission has a long standing practice of 224 

accepting income taxes calculated with standard rates and the Company has followed this 225 

practice in all of its recent rate filings.  In all of these cases, the Commission and Staff have 226 

accepted the Company’s calculation of income tax expense based upon the statutory tax rates and 227 

payment dates.  As such, Mr. Brosch’s proposed adjustment to reflect zero days for the revenue 228 

lag and expense lead associated with income tax expense should be rejected.  229 

                                                           
4 Contrary to Mr. Brosch’s contention, I am not ComEd’s witness on CWC in Docket No. 12-0321. 
5 AIC recognizes that the ALJPO in Docket 12-0001 does not represent a final order.  However, AIC notes that the 
Staff and intervenor witnesses cite to the ALJPO routinely in their rebuttal, when they believe it supports their 
position. AIC therefore feels compelled to do the same here. 
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 Does Mr. Brosch continue to recommend AIC conduct additional studies related to Q.230 

CWC? 231 

A. Yes, however he admitted his rebuttal testimony does not discuss this recommendation in 232 

light of the Proposed Order in Docket No. 12-0001 and the Commission's Order in Docket No. 233 

12-0721, which accepted accounts receivable aging midpoint estimation of revenue collection 234 

lag days.6  235 

IV. CONCLUSION 236 

 Does this conclude your surrebuttal testimony? Q.237 

A. Yes, it does. 238 

                                                           
6 (AG/AARP Ex. 3.0, p. 4.) 
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