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 INTRODUCTION AND WITNESS QUALIFICATIONS I.8 

Q. Please state your name and business address. 9 

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

Marlborough, Massachusetts 01752. 11 

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

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

Q. Please describe Concentric Energy Advisors. 14 

 Concentric is a management consulting and economic advisory firm focused on the North A.15 

American energy and water industries.  Concentric specializes in regulatory and litigation 16 

support, transaction-related financial advisory services, energy market strategies, market 17 

assessments, energy commodity contracting and procurement, economic feasibility studies, and 18 

capital market analyses and negotiations. 19 

Q. What are your responsibilities in your current position? 20 

 As a consultant, my responsibilities include assisting clients in identifying and addressing A.21 

business issues.  My primary areas of focus have been regulatory-, financial-, and operational-22 
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related issues. 23 

Q. Please describe your education and experience. 24 

 See Appendix A for a summary of my education and relevant work experience. A.25 

Q. Have you testified before regulatory authorities in the past? 26 

 Yes.  I have previously testified before the Illinois Commerce Commission as well as the A.27 

Arkansas Public Service Commission, the Connecticut Department of Public Utility Control, the 28 

Georgia Public Service Commission, the Massachusetts Department of Public Utilities, the New 29 

Jersey Board of Public Utilities, the New York State Public Service Commission, the 30 

Pennsylvania Public Utility Commission, the Rhode Island Public Utilities Commission, and the 31 

Federal Energy Regulatory Commission. 32 

Q. On behalf of which party are you presenting this testimony? 33 

 I am sponsoring this rebuttal testimony on behalf of the electric business of Ameren A.34 

Illinois Company d/b/a Ameren Illinois (AIC or the Company). 35 

 PURPOSE AND SCOPE II.36 

Q. What is the purpose of your rebuttal testimony? 37 

 The purpose of my rebuttal testimony is to respond to the direct testimonies of Illinois A.38 

Commerce Commission (Commission) Staff witness, Mr. Mike Ostrander, and the People of the 39 

State of Illinois Office of the Attorney General (AG) witness, Mr. Michael L. Brosch. 40 

Q. Prior to discussing the specific adjustments proposed by Mr. Ostrander and Mr. 41 

Brosch, would you please explain the purpose of the lead-lag study, as it pertains to pass-42 

through taxes? 43 
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 Yes.  In a number of recent rate proceedings, parties to the various proceedings have A.44 

argued over the appropriate revenue lag days to be applied to pass-through tax dollars in a lead-45 

lag study to determine a company’s cash working capital (CWC) requirements.  As I will discuss 46 

later in my testimony, the Commission has previously assigned both a revenue lag and expense 47 

lead to the pass-through taxes.  Staff and Intervenors have argued in various cases that there is no 48 

revenue lag associated with the pass-through taxes.  In this proceeding, Staff and the AG are 49 

proposing adjustments to the expense lead to certain pass-through taxes to be consistent with 50 

Commission decisions in other rate proceedings, including non-AIC rate proceedings.  Both the 51 

Staff and AG witnesses have lost sight of the true intent of a lead-lag study, which is to measure 52 

the timing differences between the receipt of cash and remittance of payments.  I would urge the 53 

Commission to establish the expense leads for the pass-through taxes based upon the Company’s 54 

actual practices and the actual timing of the cash flows for AIC’s electric business accepted by 55 

the taxing authorities, and not the Staff’s and AG’s interpretations or preferences as to when the 56 

pass-through taxes are to be remitted.     57 

 RESPONSE TO STAFF WITNESS, MR. MIKE OSTRANDER III.58 

Q. Have you reviewed the direct testimony of Mr. Ostrander filed in this proceeding? 59 

 Yes, I have. A.60 

Q. Do you agree with the revenue and expense levels reflected in Mr. Ostrander’s 61 

determination of the Company’s CWC requirements? 62 

 No.  The revenues and operating expenses reflected in Mr. Ostrander’s analysis reflect A.63 

Staff’s adjusted levels.  The ultimate level of CWC requirements should reflect the level of 64 

operating expenses authorized by the Commission in these proceedings.  Ameren witness Mr. 65 
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Ronald D. Stafford provides the appropriate revenue and expense levels in Ameren Exhibit 9.0. 66 

Q. Do you have any other comments or observations regarding the level of revenues 67 

and expenses included in Staff’s CWC analysis? 68 

 Yes.  Under the Gross Lag methodology employed by both the Company and Staff, it is A.69 

important that there be symmetry between the level of operating revenues and operating 70 

expenses.  The operating revenues reflect the dollars billed under tariffed rates (after adjustments 71 

to eliminate the non-cash items) which are available to pay operating expenses.  Including 72 

additional expenses without increasing the available revenues will create an imbalance in the 73 

analyses which will ultimately result in an erroneous level of CWC requirements. 74 

Q. Does Mr. Ostrander’s CWC requirement calculation reflect a balance of the 75 

revenues and expenses included in the analysis? 76 

 No.  ICC Staff Exhibit 2.0, Schedule 2.02 RY, Page 1 of 2, Mr. Ostrander’s calculation of A.77 

AIC’s CWC requirement shows over $3 million less revenues than expenses.  Therefore, the 78 

Company’s CWC requirement has been understated.  The Commission’s final calculation of the 79 

Company’s CWC requirement needs to reflect a balance between the level of revenues and 80 

expenses. 81 

Q. Beyond the adjusted revenue and expense levels used in Staff’s calculation, what 82 

adjustments has Mr. Ostrander proposed to the CWC requirements proposed by the 83 

Company? 84 

 Mr. Ostrander proposed that the expense lead for the Energy Assistance Charges (EAC) A.85 
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be set at 38.54 days1 and that the expense lead for the Municipal Utility Tax (MUT) be set at 86 

48.54 days2. 87 

Q. What expense lead did the Company assign to the EAC and MUT? 88 

 In the Company’s direct testimony, expense leads of 4 days3 and 14 days4 were assigned, A.89 

to the EAC and MUT, respectively. 90 

Q. What information did you rely upon to establish the expense lead days for the EAC 91 

and MUT? 92 

 The expense lead days were determined based upon the Company’s actual collection and A.93 

remittance practices during the twelve-month period ended September 30, 2010.5  94 

Q. Does Mr. Ostrander dispute the actual dates on which the Company remitted the 95 

EAC and Gas Tax to the proper taxing authorities?	  96 

 No.  Mr. Ostrander ignores the actual remittance dates in favor of his interpretation of the A.97 

date on which the EAC and MUT could be remitted. 98 

Q. What justification does Mr. Ostrander provide for his proposed expense lead days 99 

applied to the EAC? 100 

 Mr. Ostrander merely relies upon the expense lead approved by the Commission in the A.101 

                                                
1 ICC Staff Exhibit 2.0, p. 8, line 161. 
2 Id., p. 9, line 185. 
3 Ameren Exhibit 1.1, p. 19 of 30, App 3, line 19, col. (D).  
4 Ameren Exhibit 1.1, p. 19 of 30, App 3, line 20, col. (D). 
5 Docket No. 12-0001, Ameren Exhibit 4.0, p. 3, lines 46-47. 
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Company’s two previous electric formula rate cases.6  He contends that the Company follows a 102 

practice of remitting EAC by the 20th of the month following service provision rather than the 103 

month following collection.7 104 

Q. Is Mr. Ostrander’s position consistent with how the Company actually remits the 105 

EAC and MUT? 106 

 No.  The Company’s long-standing practice has been to remit taxes to the taxing A.107 

authorities based upon billings adjusted for debts written off each month.  The question is 108 

whether the additional month that the Company could hold the funds should be imputed for 109 

CWC purposes, as later discussed. 110 

Q. Has the Commission previously addressed this issue, with regards to the EAC? 111 

A. Yes.  In its Final Order in Docket No. 11-0282 (cons.), the Commission stated: 112 

The question is whether the additional month that AIC could hold 113 
the funds should be imputed for CWC purposes.  If AIC were to 114 
change its practices, it would mean that it would effectively remit 115 
no EAC charges to the State for one month.  Hence, at the test year 116 
level of EAC charges, in the first year of the change, AIC would 117 
remit about $2.3 million less to the State than it would under its 118 
current practices.  AIC states that this could impact the 119 
comprehensive low income energy programs administered by the 120 
Illinois Department of Commerce and Economic Opportunity with 121 
these funds.  AIC requests that, in calculating the CWC 122 
requirement, the Commission recognize AIC's past method of 123 
remitting this pass-through tax and avoid any negative impacts on 124 
the State, low-income customers, and AIC.  Staff, on the hand, 125 
contends that ratepayers should not bear the cost of AIC’s 126 
unnecessary early payment and urges the Commission to base the 127 
CWC calculation on AIC's access to these funds and not the date 128 
AIC chooses to remit them.  129 

                                                
6 ICC Staff Exhibit 2.0, p. 8, lines 164-166. 
7 Id., p. 9, lines 168-169. 
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The Commission understands Staff's position but is not inclined 130 
to adopt it.  Given the circumstances surrounding the EAC, the 131 
Commission does not believe that the adjustment sought by Staff 132 
is warranted.  The Commission will revisit this issue, however, if 133 
AIC alters its EAC remittance schedule.8 134 

Q. Has the Company altered its EAC remittance schedules since the Commission’s 135 

Order in Docket No. 11-0282 (cons.)? 136 

 No, it has not.  A.137 

Q. Did the Commission address the issue of the expense lead for the EAC and MUT in 138 

Docket Nos. 12-0001 and 12-0293? 139 

 No.  In both proceedings, the Commission addressed the issue of the appropriate revenue A.140 

lag to be assigned to the pass-through taxes.  The expense lead in the dockets was not an issue. 141 

Q. If the Commission determined the appropriate revenue lag in prior decisions, why 142 

would it be appropriate to revisit the expense lead at this time? 143 

A. The purpose of the lead-lag study is to determine the timing of cash receipts and cash 144 

remittances.  In AIC’s previous electric formula rate plan proceedings, the Company determined 145 

its CWC requirements for the EAC and MUT employing a revenue lag of 34.54 days9, while the 146 

expense lead for the EAC was 38.54 days and the MUT was 48.54 days10.  So the lead-lag study 147 

determined that the Company had access to the EAC and MUT funds for 4 days and 14 days, 148 

respectively. 149 

But the Commission’s approval of a revenue lag of zero days does not mean that the 150 
                                                

8 Final Order, Docket No. 11-0282 (Cons.), p. 14 (Emphasis added) 
9 Ameren Exhibit 4.2, column (C), lines 2 and 3,  
10 Id., lines 18 and 19.  
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Company now had access to the EAC and MUT funds for 38 and 48 days, respectively, as Mr. 151 

Ostrander mistakenly assumes.  The Company continues to have access to the funds for the same 152 

number of days.  The Company’s CWC requirement in this proceeding reflects the actual 153 

number of days that the Company has access to the EAC and MUT funds prior to remitting such 154 

funds to the taxing authorities. 155 

Q. Are there other concerns that suggest the Commission’s review of the treatment of 156 

pass-through taxes is warranted? 157 

 Yes.  Past Commission decisions regarding the treatment of pass-through taxes have A.158 

afforded different treatment of the revenue lag and expense leads.  Therefore, further 159 

consideration of the treatment of the pass-through taxes by the Commission is warranted. 160 

Q. Please explain. 161 

A. The following table summarizes the positions taken by the Commission in each of the 162 

cited dockets with regards to the revenue lag and expense leads for the EAC and MUT: 163 

Docket No. Tax Revenue Lag Expense Lead 

07-0585 (Cons.) EAC 25.74011 (27.581)12 

07-0585 (Cons.) MUT 25.740 (45.625)13 

11-0282 EAC 014 415 
                                                

11 Final Order, Docket No. 07-0585 (Cons.), Appendix D, p. 6, col. (D), line 2. 
12 Id., Col. (D), line 14. 
13 Id., Col. (D), line 15. 
14 Final Order, Docket No. 11-0282, Appendix A, p. 10, Col. (c), line 2 
15 Id., line 14. 
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Docket No. Tax Revenue Lag Expense Lead 

11-0282 MUT 0 1516 

12-0001 & 12-0293 EAC 017 (38.54)18 

12-0001 & 12-0293 MUT 019 (48.54)20 

 164 

As the table shows, in Docket No. 07-0585 (cons.), the Commission employed a revenue 165 

lag of 25.740 days for the pass-through taxes.  The net lead/lag for the pass-through taxes was 166 

also between 2-3 days.  During the proceeding, Staff proposed to apply zero revenue lag days 167 

arguing that pass-through taxes are not revenue.  The Commission concluded that Staff‘s 168 

proposed adjustment to the CWC requirement associated with pass-through taxes was 169 

inappropriate and was rejected.21 170 

In Docket No. 11-0282, the Commission applied a revenue lag of zero days to the pass 171 

through taxes and adopted an expense lead of 4 days for the EAC and 15 days for the MUT (i.e., 172 

consistent with the position espoused by the Company in this proceeding.) 173 

In Docket Nos. 12-0001 and 12-0293 (electric only filings), the Commission adopted a 174 
                                                

16 Id., line 17 
17 Final Order, Docket No. 12-0001, Appendix, p. 9, Col. (c), line 2 and Docket No. 12-0293, Appendix, p. 9, Col. 

(c), line 2. 
18 Final Order Docket No. 12-0001, Appendix, p. 9, Col. (c), line 14 and Docket No. 12-0293, Appendix, Col. (c), 

line 13. 
19 Final Order Docket No. 12-0001, Appendix, p. 9, Col. (d), line 3 and Docket No. 12-0293, Appendix, Col (d), 

line 3. 
20 Final Order Docket No. 12-0001, Appendix, p. 9, Col. (c), line 15 and Docket No. 12-0293, Appendix, Col. (c), 

line 14. 
21 Final Order, Docket No. 07-0585 (Cons), p. 62. 
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revenue lag of zero days and an expense lead of 38.54 days for the EAC and 48.54 days for the 175 

MUT. 176 

Q. If the Commission were to adopt Mr. Ostrander’s recommendation regarding the 177 

expense lead for the EAC and MUT, would the Company be required to modify its 178 

payment practices? 179 

 Yes.  The issue is not as clear cut as implied by Mr. Ostrander.  The Company would A.180 

have to work with the taxing authorities to implement the changes suggested by Mr. Ostrander.  181 

Time would be required to determine if and how such changes could be implemented.  The 182 

Company would need to undertake discussions with the taxing authorities to determine if and 183 

how any change in the remittance schedule could be implemented.  Further, the Company would 184 

be required to make systems related changes prior to implementing any such modifications in the 185 

remittance schedule.  As previously stated, the Company reports and pays the EAC based upon 186 

actual billings, as opposed to collections, so system changes would need to be made that will 187 

impact how the amount of tax due is calculated.   188 

Q. Has the Company undertaken a thorough review of the changes required to modify 189 

the remittance date? 190 

 It has not.  If, and how, any such changes to the remittance schedules for the EAC and A.191 

MUT could be made would have to be evaluated.  Such study would need to consider any costs 192 

incurred to achieve the expense leads assumed by Mr. Ostrander.   193 

 RESPONSE TO AG WITNESS, MR. MICHAEL L. BROSCH IV.194 

Q. Have you reviewed the direct testimony of Mr. Brosch filed in this proceeding?  195 
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 Yes, I have. A.196 

Q. What adjustments does Mr. Brosch propose be made to the CWC study that you 197 

sponsored in your direct testimony? 198 

 Mr. Brosch proposes alternative expense leads for the EAC and MUT.  He proposes A.199 

expense leads of 38.54 days and 48.54 days, respectively.  In contrast, I recommend that expense 200 

lead days of 4 days for the EAC and 15 days for the MUT. 201 

Q. What support does Mr. Brosch offer in support of his proposed adjustments? 202 

A. Mr. Brosch provides no analysis to support his proposed CWC adjustments.  Instead, he 203 

merely references prior Commission decisions in AIC and Commonwealth Edison Company 204 

(ComEd) electric formula rate proceedings as justification for his proposed adjustment. 205 

Despite Mr. Brosch’s claims, however, as previously stated, the Commission has an 206 

inconsistent history with regards to the treatment of pass-through taxes. 207 

Q. With regards to determining AIC’s CWC requirement, Mr. Brosch states that the 208 

Company’s “alternative method is flawed because it results in an improper CWC outcome, 209 

is completely inconsistent with the actual timing of cash flows associated with such taxes, 210 

and quite obviously conflicts with the more recent electric formula rate case Commission 211 

orders involving AIC and ComEd."22  How do you respond? 212 

A. Mr. Brosch is wrong on two of his three conclusions.  First, the Company is not 213 

employing “an alternative method” as claimed by Mr. Brosch.  The lead-lag study, and hence the 214 

CWC requirement, accurately reflects the timing of the cash receipts and cash remittances 215 

                                                
22 AG Exhibit 1.0, p. 20, lines 447-450. 
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associated with the pass-through taxes.  As I stated earlier in response to Mr. Ostrander’s 216 

testimony, merely because the Commission agreed to a revenue lag of zero days for the pass-217 

through taxes in prior electric formula rate proceedings, does not mean that the Company has 218 

access to the pass-through tax funds for the originally presented expense lead days.  The expense 219 

lead days must also be altered to arrive at an accurate number of days that the Company has 220 

access to the pass-through tax funds prior to remitting such taxes to the taxing authorities. 221 

Second, contrary to Mr. Brosch’s assertion, the Company’s proposed expense lead for the 222 

pass-through taxes is the only position espoused by the parties to this proceeding that, in fact, 223 

reflects “the actual timing of cash flows associated with such taxes.”  The Company’s expense 224 

leads were calculated based upon the actual dates that the Company remitted the taxes to the 225 

taxing authorities.  Staff’s and the AG’s expense leads for the pass-through taxes reflect an 226 

interpretation of when they believe the taxes should be remitted.  Obviously, Mr. Brosch’s 227 

statement regarding the actual timing of cash flows is wrong. 228 

Finally, with regards to a perceived conflict with the Commission's previous orders in 229 

electric formula rate proceedings, as I have previously stated, the Commission’s history of 230 

positions with regards to the treatment of pass-through taxes has been inconsistent.  Also, as 231 

previously stated, while the Commission has ruled on the use of zero revenue lag days for pass-232 

through taxes in past electric formula rate proceedings, the Commission has not opined on the 233 

actual number of days that the Company has access to the pass-through tax funds prior to 234 

remitting such taxes to the taxing authorities.  As a result, the Company has presented evidence 235 

in this proceeding to accurately reflect this timing. 236 

Q. Throughout his testimony, Mr. Brosch references Commission rulings in prior 237 
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ComEd proceedings.  What relevance does a Commission decision from a ComEd rate 238 

proceeding have to this proceeding regarding AIC’s electric formula rate plan? 239 

 The simple answer is that a rate decision from a ComEd rate proceeding has no relevance A.240 

to this proceeding.  There is no evidence in this proceeding pertaining to the manner in which 241 

ComEd collects and remits pass-through taxes to the taxing authorities, and why such practices 242 

are applicable to Ameren Illinois Company.  The attempt by Mr. Brosch to employ a “one size 243 

fits all” approach is ill-advised and should be rejected by the Commission. 244 

Q. When does the Company remit the MUT to the taxing authorities? 245 

A. The Company remits the MUT on the last day of the month following the month in which 246 

usage occurred.  Therefore, as an example, payments associated with all electric bills associated 247 

with usage from the month of June would be remitted to the appropriate municipality on July 31.  248 

Customer payments for June electric usage would be received approximately 34.53 days 249 

after the meter was read for the month.  Using the midpoint approach, customer payments would 250 

be received, on average, on July 15th.  As previously stated, the MUT funds would be remitted 251 

to the taxing authorities on July 31st.  Therefore, the Company has access to the funds for 252 

approximately 15 days prior to remitting the funds to the taxing authorities. 253 

Q. What expense lead does Mr. Brosch propose be applied to the MUT? 254 

 He proposes an expense lead of 48.54 days. A.255 

Q. How did Mr. Brosch calculate his proposed expense lead for the MUT of 48.54 256 

days? 257 

 Mr. Brosch provides no support for his proposed MUT expense lead.  The proposed A.258 
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expense lead appears to merely utilize the expense lead associated with MUT from the 259 

Commission Order in Docket No. 12-0001, i.e., the Company’s initial electric formula rate 260 

filing. 261 

Q. Does the actual timing of the billing, collection and remittance of the MUT support 262 

an expense lead of 48.54 days? 263 

A. No.  If the Company does not collect the funds associated with the MUT until, on 264 

average, the middle of a month, and subsequently remits such funds to the taxing authorities at 265 

the end of the month (i.e., the last day of the month following the month in which usage 266 

occurred), it is mathematically impossible to arrive at an expense lead of 48.54 days. 267 

The Company’s proposed expense lead of 15 days reflects the number of days that the 268 

Company has access to the MUT funds prior to remitting such funds to the taxing authorities. 269 

Q. What expense lead does Mr. Brosch propose be applied to the EAC? 270 

 Mr. Brosch proposes an expense lead of 38.54 days. A.271 

Q. What support does Mr. Brosch provide for his proposed expense lead for the EAC? 272 

 As with his proposed MUT expense lead, Mr. Brosch provides no support for the A.273 

proposed EAC expense lead.  Mr. Brosch appears to merely utilize the expense lead associated 274 

with EAC from the Commission Order in Docket No. 12-0001, i.e., the Company’s initial 275 

electric formula rate filing. 276 

Q. Do you have the same concerns with Mr. Brosch’s proposed expense lead for the 277 

EAC as you previously discussed regarding the MUT? 278 

 Yes.   A.279 
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Q. What expense lead did the Company propose for the EAC? 280 

 Based upon the actual time for billing, collections and remittance of the funds associated A.281 

with the EAC, the Company had access to the funds for 4 days prior to remitting such funds to 282 

the appropriate taxing authorities.   283 

Q. At page 24 of his direct testimony, Mr. Brosch contends that AIC and ComEd 284 

would not be required to skip a month of payments of EAC or MUT if the Commission 285 

were to adopt his proposed expense leads for the EAC and MUT.  How do you respond? 286 

 Mr. Brosch has no basis to make such a statement.  Further, counsel advises there may be A.287 

some legal impediments to the AG approach that warrant further study.  Only after such 288 

conversations and study will the Company know how, or if, it will be able to modify its current 289 

remittance schedule for the EAC and MUT.  290 

Q. What relevance, if any, does whether ComEd could or should skip a payment of 291 

EAC and MUT have in this proceeding? 292 

A. Whether ComEd has skipped or could skip a monthly payment should have no bearing on 293 

the Commission’s decision in this rate proceeding.  The Commission’s decision regarding the 294 

timing of the payment of the pass-through taxes paid by AIC’s electric business should be based 295 

upon the specific facts of AIC’s electric business and not another company.  Mr. Brosch’s 296 

comments regarding what ComEd has done or not done should be given no weight.     297 

Mr. Brosch also provides information that purportedly reflects the revenue lag and 298 

expense lead days reflected by ComEd in Docket No. 13-0318.  Once again, the information 299 

pertaining to ComEd and its remittance practices should be given no weight in this AIC 300 

proceeding. 301 
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Q. Has Mr. Brosch proposed a change in the Company’s revenue lag and expense lead 302 

days related to income tax expense? 303 

 Yes.  Mr. Brosch proposes the elimination of both the revenue lag days and the expense A.304 

lead days for AIC's deferred income tax expenses.23  He argues that AIC is not presently paying 305 

income taxes and therefore has no cash outflows or CWC requirements associated with income 306 

taxes. 307 

Q. How do you respond to Mr. Brosch’s proposed adjustment to the revenue lag and 308 

expense leads? 309 

A. The Company has a long-standing practice of employing statutory tax rates and payment 310 

dates when calculating its income tax expense for revenue requirement purposes.  As such, the 311 

Company does not distinguish between current and deferred tax expense.  Nor does the 312 

Company include permanent tax differences in its income tax expense calculation.  Such 313 

distinctions should not be made in the CWC calculation either.  314 

The differentiation between current and deferred income tax expenses can swing between 315 

rate cases, reflecting then current tax laws.  The use of statutory tax rates and payment dates 316 

maintains a consistent treatment of income tax expense for ratemaking purposes and avoids such 317 

swings in balances.  Both the Commission and Staff have accepted the Company’s calculation of 318 

income tax expense based upon the statutory tax rates and payment dates in prior rate 319 

proceedings.  As such, Mr. Brosch’s proposed adjustment to reflect zero days for the revenue lag 320 

and expense lead associated with income tax expense should be rejected.  321 

                                                
23 AG Exhibit 1.0, p. 26, lines 582-585. 
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Q. Has the Commission rejected Mr. Brosch’s proposed adjustment to the revenue lag 322 

and expense lead in the prior electric formula rate proceedings? 323 

A. Yes.  Mr. Brosch’s proposed adjustment to the revenue lag and expense leads assigned to 324 

the deferred income tax expense has previously been rejected by the Commission in Docket Nos. 325 

12-000124 and 12-029325.  In Docket No. 12-0293, the Commission stated: 326 

The Commission finds that AIC, as supported by Staff, has 327 
proposed the appropriate method in this docket for determining the 328 
appropriate income tax lead and lag.  The Commission agrees that it 329 
has a long-standing practice of not considering current and deferred 330 
income taxes separately.  The Commission finds no evidence has 331 
been presented in this proceeding to cause it to vary from this 332 
treatment.  The Commission recognizes that a different result was 333 
adopted in the ComEd docket, Docket No. 11-0721; however, the 334 
Commission recognized in its Docket No. 12-0001 Order that 335 
ComEd and AIC calculate income taxes using different 336 
methodologies.  The Commission reiterates that should those 337 
methodologies align in the future, or new evidence be presented, the 338 
Commission will re-visit this issue in future proceedings. 339 

                                                
24 Docket No. 12-0001, Final Order, p. 29. 
25 Docket No. 12-0293, Final Order, p. 46. 
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Q. Mr. Brosch claims that because ComEd treats income taxes as a non-cash expense, 340 

AIC should.  Do you agree? 341 

 No.  In contrast to ComEd, AIC calculates income tax expenses based on statutory rates, A.342 

while ComEd calculates its income tax expense based on actual rates.  As the two methodologies 343 

are not aligned, it would be inappropriate to impose the method in the ComEd docket on AIC.  344 

The Commission has a long-standing practice of not considering current and deferred income 345 

taxes separately.  346 

 CONCLUSION V.347 

Q. Please summarize the conclusions of your rebuttal testimony. 348 

A. The Company’s proposed revenue lag and expense leads applied to the pass-through 349 

taxes reflect the Company’s actual practices for billing, collecting and remitting the taxes to the 350 

appropriate taxing authority.  The Staff and AG witnesses’ proposed expense leads are based 351 

solely upon their interpretation of the filing requirements for the pass-through taxes in question.  352 

The taxing authorities have had no issues with the Company’s current remittance practices. 353 

If the Commission believes that the Staff’s and AG’s positions regarding the EAC and 354 

MUT have merit, the Company requests that the Commission defer the implementation of such a 355 

decision regarding a change in the remittance schedules for the EAC and MUT until the 356 

Company’s next electric rate proceeding.  This will allow the Company an opportunity to 357 

undertake discussions with the taxing authorities regarding the timing and method by which to 358 

achieve the remittance schedule proposed by Staff and the AG witnesses.  If the taxing 359 

authorities are amenable to such changes, the Company will be required to modify existing 360 

information systems to implement the changes.  Deferring a decision on if and how changes to 361 
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the remittance schedule can be implemented will further allow a matching of any savings and 362 

costs associated with the change in the remittance schedule.   363 

Q. Does this conclude your rebuttal testimony? 364 

 Yes, it does. A.365 



APPENDIX 

David A. Heintz 
Vice President 

 
 
Mr. Heintz is a Vice President who has over 30-years of experience working with regulated rates and tariffs at 
both the federal and state levels.  He also provides clients with analyses of natural gas projects, markets and 
issues.  Mr. Heintz’s areas of expertise include cost of service, allocation and rate design, tariff terms and 
conditions, rate case preparation and regulatory issues.  
 
 
REPRESENTATIVE PROJECT EXPERIENCE 
 
Regulatory Analysis, Ratemaking, Cost of Service 

• Filed testimony on the proper design of Kern River Gas Transmission Period Two rates in Docket 
RP04-274-023 on behalf of a Kern River shipper.   

• Prepared a cost of service study for Atlanta Gas Light Company. 
• Project manager for preparation of Granite State Gas Transmission FERC rate filing, Docket No. 

RP10-896. Witness on issues of billing determinants, revenues, cost allocation and rate design. 
• Participated in the development of a gas cost of service and rate re-redesign for Northern Indiana 

Public Service Company. 
• Assisted a customer group served by Southern Natural Gas Company in a FERC rate proceeding.   
• Assisted ISO-NE in the evaluation of de-list bids and new capacity offers for the first two Forward 

Capacity Auctions conducted by ISO-NE. 
• Prepared a cost of service study and rate design proposals for National Grid Rhode Island (Gas). 
• Prepared cost of service studies for New England Gas Company in two Massachusetts rate filings. 
• Assist New England Gas in the preparation of periodic filings before the Massachusetts Department 

of Public Utilities including Gas Cost and Local Distribution Adjustment filings. 
• Prepared cost of service studies for Connecticut Natural Gas Corporation and Southern Connecticut 

Gas Company in their Phase 2 rate design proceeding before the Connecticut Department of Public 
Utility Control. 

• Prepared a cost of service study and rate design proposals for Northwest Natural Gas Company 
(WA) which included the phase out a commercial rate class. 

• Prepared a cost of service study for Puget Sound Energy and assisted in the development of a 
revenue decoupling mechanism. 

• Prepared cost of service studies for Peoples Gas Light and Coke Company and North Shore Gas 
Company.  Assisted in the development of a revenue decoupling mechanism for these companies. 

• Performed a cost of service study for Arkansas Oklahoma Gas Corporation.  Provided testimony on 
cost of service and rate design.  

• Participated in the development of the revenue requirements for the gas and electric operating 
companies of a major mid-west utility. 

• Participated in a review of the cost of service and rate design methodologies for the natural gas 
transmission affiliate of a Canadian Crown Corporation. 

• Performed an electric cost of service and rate review for the City of Vero Beach, Florida. 
• Performed a cost of service study for Chesapeake Utility Corporation, Delaware Division, and 

provided testimony on rate design issues. 
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• Performed cost of service and rate design studies integrating the rates and tariffs of Providence Gas 
Company and Valley Gas Company.  Provide testimony on cost of service and proposed new rate 
designs for the integrated company.   

• Performed cost of service study for an investor owned Canadian electric utility. 
• Reviewed and provided support for the deferred purchased gas balances of a Louisiana local 

distribution company. 
• Provided support and cost of service analysis for a Pennsylvania electric utility in a FERC complaint 

case. 
• Assisted a Canadian marketing company in its intervention in Northern Border Pipeline Company 

FERC rate proceeding.  Filed testimony on various cost-of-service and rate design issues. 
• Assisted an Indiana local distribution company in the preparation of a general rate case and 

unbundling filing.  Assisted in the development of the proposed unbundled services and tariffs. 
• Assisted a New Jersey local distribution company with its initial filing under New Jersey’s Electric 

Discount and Energy Competition Act. 
• Assisted a major Southwest utility in the preparation of a cost of service and rate design study for 

filing with the regulatory commission. 
• Reviewed and evaluated an electric cost-of-service and unbundling model for the Ontario Energy 

Board.  This model is to be used by the municipal electric utilities in their filings to the Board. 
• Assisted a group of Midwest local distribution companies served by Northern Natural Gas Company 

in a FERC rate proceeding.  Filed testimony on various cost-of-service and rate design issues. 
• Reviewed the rate harmonization proposal of a major Canadian gas utility for potential shortcomings 

alternative approaches. 
• Responsible for the development, defense, implementation and administration of the Boston Gas 

Company’s rates in rate cases and CGA filings.  Prepared annual sales, revenue, margin and gas cost 
forecasts for budgeting and financial reporting.  Directed the company’s load research project.  
Represented the company in regulatory proceedings. 

• Responsible for all aspects of United Gas Pipeline Company’s rate department, including cost-of-
service allocation and rate design, certificates and analysis of other pipeline FERC filings.  
Represented the company and supported its positions through testimony and negotiations with 
regulatory agencies, customers and intervenors. 

• Responsible for the development of cost-of-service, allocation and rate design studies and filings for 
Consolidated Natural Gas Company.  Analyzed supplier rate and certificate filings.  Represented the 
company and supported its position in negotiations with regulatory agencies, customers and 
intervenors. 

• Responsible for the development and support of FERC staff’s position on allocation and rate design 
issues in pipeline rate and certificate filings. 

 
Valuation and Appraisal 
Assisted in the preparation of a report to the FERC on appraised value and insurance recommendations in a 
certificate proceeding. 
 
Market Analysis 
Assisted the Province of New Brunswick in the preparation of its Stage I document for the establishment of 
natural gas distribution within the Province. 
 
Expert Witness Testimony Presentation 

• Federal Energy Regulatory Commission 
• Arkansas Public Service Commission 
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• Connecticut Department of Public Utility Control 
• Delaware Public Service Commission 
• Georgia Public Service Commission 
• Illinois Commerce Commission 
• Massachusetts Department of Public Utilities 
• New York State Public Service Commission 
• New Jersey Board of Public Utilities 
• Pennsylvania Public Utility Commission 
• State of Rhode Island and Providence Plantations Public Utility Commission 
• Washington Utilities and Transportation Commission 

 
 
 
PROFESSIONAL HISTORY 
 
Concentric Energy Advisors, Inc. (2006 – Present) 
Vice President 
Assistant Vice President 
 
Navigant Consulting (1998 – 2006) 
Senior Engagement Manager 
 
Boston Gas Company (1993 – 1998) 
Director, Rates and Revenue Analysis 
 
United Gas Pipeline Company (1992 – 1993) 
Director, Rates and Regulatory Affairs 
 
Consolidated Natural Gas Company (1985 – 1992) 
Manager, Regulatory Projects 
 
Federal Regulatory Energy Commission (1979 – 1985) 
Industry Economist, Allocation and Rate Design Branch 
 
 
EDUCATION 
 
M.B.A., Katz Graduate School of Business, University of Pittsburgh, 1989 
B.S., Economics, Behrend College, Pennsylvania State University, 1978 
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