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I. INTRODUCTION 8 

Q. Please state your name and business address. 9 

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

Marlborough, Massachusetts 01752. 11 

Q. Are you the same David A. Heintz who previously sponsored direct and rebuttal 12 

testimony in this proceeding? 13 

A. Yes, I am. 14 

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

A. I am sponsoring this surrebuttal testimony on behalf of the gas business of Ameren 16 

Illinois Company d/b/a Ameren Illinois (AIC or Company). 17 

II. PURPOSE OF TESTIMONY 18 

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

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimonies of 20 

Illinois Commerce Commission (Commission) Staff witness, Mr. Daniel G. Kahle, and the 21 
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Illinois Office of Attorney General (AG) and Citizens Utility Board (CUB), (jointly AG/CUB), 22 

witness, Mr. Michael L. Brosch. 23 

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

A. I am not. 25 

Q. Have you changed your recommendation to the Commission regarding the correct 26 

treatment of the pass-through taxes for purposes of determining the Company’s cash 27 

working capital requirements? 28 

A. No.  As I stated in my rebuttal testimony, the Company’s proposed revenue lag and 29 

expense leads applied to the pass-through taxes reflect the Company’s actual practices for 30 

billing, collecting and remitting the taxes to the appropriate taxing authority.  Further, the 31 

Company’s treatment of the pass-through taxes is consistent with the Commission’s Final Order 32 

in the Company’s last gas rate proceeding.  It should be pointed out that the Company’s practices 33 

for remitting the pass-through taxes have not changed since the last gas rate proceeding.  The 34 

Staff and AG/CUB witnesses proposed expense leads are based solely upon their interpretation 35 

of the filing requirements for the pass-through taxes in question. The taxing authorities have had 36 

no issues with the Company’s current remittance practices.  Further, Mr. Brosch would 37 

apparently recommend a “one size fits all” approach to the pass-through taxes and have the 38 

Commission treat AIC in accordance with past Commission orders in Commonwealth Edison 39 

Company (ComEd) proceedings.  The fact is, and the Commission should recognize, AIC has 40 

unique processes that are different than those employed by ComEd and that the Commission’s 41 

decision in this proceeding should be based upon AIC’s practices, not those of ComEd.  Neither 42 

Staff nor AG/CUB has bothered to address these differences between AIC and ComEd, and for 43 

the likely reason their positions become further exposed.  44 
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III. RESPONSE TO STAFF WITNESS, MR. DANIEL G. KAHLE 45 

Q. Have you reviewed the rebuttal testimony of Mr.Kahle (ICC Staff Ex. 11.0) in this 46 

proceeding as it relates to the Company’s CWC requirements? 47 

A. Yes, I have. 48 

Q. Does Mr. Kahle continue to recommend adjustments to the lead days associated 49 

with pass-through taxes? 50 

A. Yes, he does.  Mr. Kahle continues to recommend the use of higher lead days for the 51 

Energy Assistance Charges (EAC) and the Illinois Gas Use and Gas Revenue Tax (Gas Tax) 52 

than those resulting from an analysis of the Company’s actual collection and remittance 53 

practices.  Mr. Kahle continues to recommend higher lead days based on his interpretation of the 54 

instructions for the remittance date of the pass-through taxes, and continues to ignore AIC's 55 

actual collection and remittance practices . 56 

Q. To your knowledge have any of the taxing authorities disputed the Company’s 57 

practices in regards to the timing of remittances? 58 

A. No.   59 

Q. Are the EAC and Municipal Utility Tax  returns audited by any state agencies? 60 

A. Yes, both the EAC and Municipal Utility Tax (MUT) returns are subject to periodic 61 

audit. 62 

Q. Have such audits ever concluded that the Company is remitting the taxes 63 

prematurely? 64 

A. No.  The timing of the tax remittance is an issue that has been conjured up by the Staff 65 

and AG/CUB witnesses. 66 
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Q. Is Mr. Kahle recommending changes to the Company’s remittance practices? 67 

A. No, Mr. Kahle claims he is not recommending any changes to the Company’s remittance 68 

practices by his use of higher lead days.  Rather he claims that he is only making a “ratemaking” 69 

adjustment which reduces the level of the Company’s cash working capital (CWC).    Adoption 70 

of his position regarding the expense lead days for the EAC and Gas Tax will most likely lead 71 

the Company to institute changes in its practices to comport with his interpretation of the 72 

remittance instructions.   73 

Q. Has Mr. Kahle reflected in his proposed adjustment a cost associated with the 74 

modification of the Company’s existing remittance practices associated with the EAC and 75 

Gas Tax? 76 

A. No, he has not. 77 

Q. Will the Company incur an incremental expense associated with modifying its 78 

existing remittance practices? 79 

A. Yes.  Given that in the last gas case the Company’s remittance practices were accepted by 80 

the Commission, no detailed analysis of the manner in which the remittance practices would be 81 

changed and/or the costs associated with such changes were fully analyzed.  If the practices are 82 

changed, it is reasonable to expect there will be costs incurred to effectuate the change.  83 

Q. If the Commission accepts the alternative remittance practices for the EAC and Gas 84 

Tax in this proceeding, should the Company be allowed to recover the costs associated with 85 

modifying its remittance practices? 86 

A. Yes.  While the exact amount associated with any modifications will not be known prior 87 

to the Commission’s decision in this proceeding, the Company will track the costs associated 88 
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with such modifications.  The Commission should clearly articulate in its final order in this 89 

proceeding that all reasonable and prudently incurred incremental costs associated with the 90 

modification of the current remittance practices should be included in and recovered via the rates 91 

established in the Company’s next gas rate proceeding. 92 

Q. Why won’t the costs of modifying the existing remittance practices be known before 93 

the conclusion of this rate proceeding? 94 

A. First of all, the Commission’s position regarding the treatment of the remittance practices 95 

will not be known until the final order in this proceeding.  As I have stated in my previous 96 

testimony in this proceeding, the Commission’s treatment of the remittance practices has been, at 97 

best, inconsistent.  In the Company’s prior gas rate proceeding, the Commission’s final order 98 

reflected a net timing difference between the revenue lag and expense leads for the pass through 99 

taxes that were consistent with those filed by the Company in this proceeding. 100 

 In the electric formula rate proceedings, the Commission expressed a preference for 101 

consistency with its order in ComEd’s filing.  As a result, the Commission’s order in those 102 

proceedings is inconsistent with the gas rate case order.  As a result, the Company has made no 103 

changes to its remittance practices.   104 

 The Company is not the only entity that will be impacted by the Commission’s decision 105 

of the treatment of the remittance practices.  If the Commission adopts Staff’s proposed 106 

treatment of the pass-through taxes, the Company would have to work with the taxing authorities 107 

to implement the changes suggested by Mr. Kahle.  Any change in the remittance practices may 108 

have a material monetary impact on the funds available to the taxing authorities.  For example, to 109 

comply with a decision by Commission adopting Staff’s position, the Company could simply not 110 
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remit funds to the taxing authorities for one month.  This would decrease the funds available to 111 

the taxing authorities to assist the targeted constituencies.  112 

Alternatively, time would be required to determine if and how such changes could be 113 

implemented. The Company would need to undertake discussions with the taxing authorities to 114 

determine if and how any change in the remittance schedule could be implemented. Further, the 115 

Company would be required to make systems related changes prior to implementing any such 116 

modifications in the remittance schedule. As previously stated the Company reports and pays the 117 

EAC based upon actual billings, as opposed to collections, so system changes would need to be 118 

made that will impact how the amount of tax due is calculated. 119 

Q. You stated in your rebuttal testimony that Mr. Kahle did not propose an 120 

adjustment to the expense lead for the MUT.  Is that still true? 121 

A. No.  In his rebuttal testimony, Mr. Kahle now proposes an adjustment to the expense lead 122 

for the MUT.   123 

Q. Do the reasons provided by Mr. Kahle for now proposing an adjustment to the 124 

MUT seem plausible? 125 

A. No.   Mr. Kahle merely recites the reasons that Mr. Brosch presented for adjusting the 126 

expense lead for the MUT.  Each of the so-called reasons existed prior to the filing of Mr. 127 

Kahle’s direct testimony in this proceeding.  The Company has not modified its remittance 128 

practices associated with the MUT which could lead to the reconsideration on behalf of Mr. 129 

Kahle.  It is unclear why, if Mr. Kahle was satisfied with the expense lead for the MUT at the 130 

time of the filing of his direct testimony, circumstances have changed that would cause him to 131 

now propose the adjustment.   132 
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IV. RESPONSE TO AG/CUB WITNESS, MR. MICHAEL L. BROSCH 133 

Q. Have you reviewed the rebuttal testimony of Mr. Brosch filed in this proceeding?  134 

A. Yes, I have. 135 

Q. Does Mr. Brosch continue to recommend adjustments to the lead days associated 136 

with pass-through taxes? 137 

A. Yes. Mr. Brosch continues to recommend higher lead days for pass-through taxes based 138 

on proposed alternative expense leads for the EAC and MUT.  However, he does this by 139 

applying a zero day revenue lag to the pass-through taxes and utilizing an expense lead 140 

calculated assuming a revenue lag existed.  As I have noted in my prior testimony in this and 141 

previous proceedings, this does not accurately reflect the number of days that the Company has 142 

access to the funds prior to remitting such funds. Correctly reflecting the number of days the 143 

utility has access to the funds is what matters.  As such, Mr. Brosch’s proposed expense leads for 144 

pass-through taxes are flawed and overstated and do not accurately reflect the timing of cash 145 

receipts and remittances. 146 

Q. Are the expense leads proposed by Mr. Brosch representative of the actual 147 

remittance practices and schedules of the Company? 148 

A. No, they are not.  Mr. Brosch’s proposed expense leads are merely carried forward from 149 

the Company’s past electric formula rate proceedings.  As I previously mentioned, the 150 

Commission’s decisions in those proceedings sought consistency in treatment between ComEd 151 

and AIC.  Such treatment, however, is inconsistent with the Commission’s treatment of the pass-152 

through taxes in the Company’s last gas rate proceeding and the actual timing of the Company’s 153 

receipts and remittances. 154 
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Q. In his rebuttal testimony, Mr. Brosch asserts that a reference made in your rebuttal 155 

testimony to “customer payments” “reflects Mr. Heintz’ inappropriate insertion of most of 156 

the revenue lag for pass-through taxes into an alternative payment lead day calculation.”  157 

How do you respond? 158 

A. Mr. Brosch’s statement is puzzling.  On the one hand, Mr. Brosch is proposing to use a 159 

remittance schedule for the pass-through taxes that assumes such taxes are to be remitted after 160 

the collection of the monies from the Company’s customers, as opposed to billings, as employed 161 

by the Company.  Therefore, it is questionable how the Company could determine a remittance 162 

date based upon collections without understanding when customer payments are received.  The 163 

issue is not, as Mr. Brosch would suggest, just a question of when the Company is required to 164 

remit the pass-through taxes.  The lead-lag calculation is an analysis of the difference between 165 

receipt of funds and payment of expense.  Without understanding when the funds are received no 166 

such difference can be determined.  Therefore, Mr. Brosch’s comments have no merit. 167 

Q. In his direct testimony, did Mr. Brosch propose an adjustment to the expense lead 168 

associated with the Gas Tax? 169 

A. No, he did not.  170 

Q.  Is Mr. Brosch now proposing an adjustment to the expense lead for the Gas Tax? 171 

A. Yes.  In his rebuttal testimony, Mr. Brosch largely piggy-backs the adjustment made by 172 

Mr. Kahle in his direct testimony. 173 
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Q. Do the reasons provided by Mr. Brosch for now proposing an adjustment to the Gas 174 

Tax seem plausible? 175 

A. No.  As Mr. Kahle did for the MUT, Mr. Brosch recites the reasons that Mr. Kahle 176 

presented for adjusting the expense lead for the Gas Tax.  Each of the so-called reasons existed 177 

prior to the filing of Mr. Brosch’s direct testimony in this proceeding.  The Company has not 178 

modified its remittance practices associated with the Gas Tax which could lead to the 179 

reconsideration on behalf of Mr. Brosch.  It is unclear why, if Mr. Brosch was satisfied with the 180 

expense lead for the Gas Tax at the time of the filing of his direct testimony, circumstances have 181 

changed that would cause him to now propose the adjustment.  No matter which adjustment to 182 

the Gas Tax Mr. Brosch endorses, they substitute a hypothetical timing of the Company’s 183 

receipts and remittances for the Gas Tax and fail to accurately assess the actual timing of the 184 

Company’s receipts and remittances. 185 

V. CONCLUSION 186 

Q. Is the conclusion that you provided in your rebuttal testimony still representative of 187 

your position in this proceeding? 188 

A. Yes.  As I stated in my rebuttal testimony, the Company’s proposed revenue lag and 189 

expense leads applied to the pass-through taxes reflect the Company’s actual practices for 190 

billing, collecting and remitting the taxes to the appropriate taxing authority. In the Company’s 191 

last gas rate proceeding, the Commission appropriately adopted the revenue lag and expense 192 

leads for such taxes that reflect the Company’s actual practices. The Company’s existing 193 

practices have not changed since the last gas rate proceeding. The Staff and AG/CUB witnesses 194 

proposed expense leads are based solely upon their interpretation of the filing requirements for 195 
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the pass-through taxes in question. The taxing authorities have had no issues with the Company’s 196 

current remittance practices.  197 

 If the Commission believes that the Staff’s and the AG/CUB’s position regarding the 198 

treatment of the expense lead for the pass-through taxes have merit, the Company requests that 199 

the Commission defer the implementation of such a decision regarding a change in the 200 

remittance schedules until the Company’s next gas rate proceeding. This will allow the Company 201 

an opportunity to undertake discussions with the taxing authorities regarding the timing and 202 

method by which to achieve the remittance schedule proposed by Staff and the AG/CUB 203 

witnesses.  If the taxing authorities are amenable to such changes, the Company will be required 204 

to modify existing information systems to implement the changes. Deferring a decision on if and 205 

how changes to the remittance schedule can be implemented will further allow a matching of any 206 

savings and costs associated with the change in the remittance schedule.  207 

Q. Does this conclude your surrebuttal testimony? 208 

A. Yes, it does. 209 
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