
 
 Exhibit No.:  

 Issue(s): Lighting Class Cost of 
Service Study 

 Witness:   Philip B. Difani, Jr. 
 Sponsoring Party: Union Electric Company 
 Type of Exhibit:  Rebuttal Testimony 
 Case No.: ER-2011-0028 
 Date Testimony Prepared: March 25, 2011 
 
 
 
 
 

MISSOURI PUBLIC SERVICE COMMISSION 
 

CASE NO. ER-2011-0028 
 
 
 
 
 

REBUTTAL TESTIMONY 
 

OF 
 

PHILIP B. DIFANI, JR. 
 

ON 
 

BEHALF OF 
 

UNION ELECTRIC COMPANY 
d/b/a Ameren Missouri 

 
 
 
 
 
 
 
 
 

St. Louis, Missouri 
March, 2011



TABLE OF CONTENTS 
 

 
I. BACKGROUND REGARDING DIFFERENCES BETWEEN 5M AND 6M 

RATES........................................................................................................................ 1 
 
II. LIGHTING CLASS COST OF SERVICE STUDY (“CCOSS”) AND THE 

REMOVAL OF THE POLE AND SPAN CHARGE ................................................ 3 
 
III. POLE ATTACHMENTS.......................................................................................... 10 
 
V. FRANCHISE CONTRACTS AND STREETLIGHT DISCOUNT......................... 12 
 
VI. STAFF’S PROPOSAL.............................................................................................. 14 



 

 

REBUTTAL TESTIMONY 1 

OF 2 

PHILIP B. DIFANI, JR. 3 

 4 

CASE NO. ER-2011-0028 5 

 6 

Q. Please state your name and business address. 7 

A. My name is Philip B. Difani, Jr. and my business address is One Ameren 8 

Plaza, 1901 Chouteau Avenue, St. Louis, Missouri 63103. 9 

Q. Are you the same Philip B. Difani, Jr. who filed direct testimony in 10 

this proceeding? 11 

A. Yes, I am. 12 

 Q. What is the purpose of your rebuttal testimony? 13 

A. The purpose of my rebuttal testimony is to discuss issues related to the 14 

Lighting Class Cost of Service Study (“Lighting Study”) and Lighting Class rates raised 15 

by the Municipal Group through the testimony of its consultant, Petree Eastman.  I will 16 

also address the Commission Staff’s (“Staff”) report concerning adjustments to Lighting 17 

rates. 18 

I. BACKGROUND REGARDING DIFFERENCES BETWEEN 5M AND 6M 19 
RATES 20 

 21 
Q. In Ameren Missouri’s previous electric rate case, Case No. 22 

ER-2010-0036, the Municipal Group contended that there is a wide gap between the 23 

Energy and Maintenance rates for the 5M and 6M rate classes even though the 24 

difference in maintenance activities required for those two classes was not very 25 

significant.  Has Ameren Missouri responded to these issues? 26 
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A. Yes, we have.  Let me start by providing a bit of background on the 1 

reasons for the differences between rates for the 5M and 6M classes.  My testimony 2 

generally compares the 5M and 6M classes and does not specifically address the 7M class 3 

because the 7M class is very small.  However, all of my comments regarding the 5M 4 

class are also applicable to the 7M class.   5 

The difference between the 5M and 6M rate classes is simply that the Company 6 

owns, operates and maintains the lighting fixtures and post top poles for the 5M class, 7 

whereas customers taking service under the 6M class purchased, and therefore own, the 8 

lighting fixtures and poles used to serve them.  Thus, the main reason for the difference in 9 

rates for these two classes is Ameren Missouri’s non-energy related cost of providing 10 

facilities used to serve the 5M class.  The Company does provide limited maintenance to 11 

facilities in its 5M and 6M classes consisting of replacement of the photo sensors and 12 

bulbs.  However, those maintenance costs are recovered by the Company’s rate in most 13 

non-metered applications.  Therefore, there is no difference between the rates for 14 

standard maintenance between bulbs of the same type used to serve the 5M and 6M 15 

classes.  However, non-standard maintenance costs are different for the 5M and 6M 16 

classes.  Any non-standard maintenance items (e.g. wire, bracket, fixture, post top pole, 17 

etc.) under rates for the 5M class are the responsibility of the Company, whereas for the 18 

6M class the customer, because it owns the facilities, provides the fixtures and parts 19 

necessary to maintain those facilities.  The Company simply must disconnect and 20 

reconnect lines between the lights and the distribution system so that the customer can 21 

repair its own facilities.  Therefore, non-standard maintenance rates for the 6M class are 22 

based on the costs associated with those limited activities.   23 
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II. LIGHTING CLASS COST OF SERVICE STUDY (“CCOSS”) AND THE 1 
REMOVAL OF THE POLE AND SPAN CHARGE 2 

 3 
Q. Please comment upon Ms. Eastman’s claim that the Lighting Study 4 

was performed without the Municipal Group’s input. 5 

A. Ms. Eastman’s claim is misleading.  Although the Municipal Group did 6 

not provide input into the Lighting Study, that does not mean they were not given every 7 

opportunity to do so.  Prior to the first collaborative meeting regarding the study, Ameren 8 

Missouri distributed a proposed study methodology that outlined various standard 9 

principles that the Company intended to use for the Lighting Study (Schedule PBD-ER1).  10 

The Company then held a meeting to discuss its proposal with representatives of the 11 

Municipal Group, the Staff, and the Office of the Public Counsel (“OPC”).  Ameren 12 

Missouri invited comments or counterproposals from each of these parties, but none were 13 

offered.  Following that meeting, the Municipal Group sent the Company a letter asking 14 

several questions, which the Company duly answered in writing (Schedule PBD-ER2).  15 

Ameren Missouri then held another collaborative meeting to discuss the Municipal 16 

Group’s questions.  The Company presented a short Power Point presentation at the 17 

second meeting to clearly identify differences in the rates that the Municipal Group 18 

seemed to have questions about (Schedule PBD-ER3).  This second meeting was 19 

attended by Staff and OPC, as well as at least two consultants for the Municipal Group.  20 

One of the consultants is a cost of service expert who is familiar with regulatory practices 21 

in Missouri.  However, that expert, to date, has not filed testimony in this case.  22 

At any point prior to the rate case filing the Municipal Group could have provided 23 

input into the Lighting Study, but, for whatever reason, it chose not to do so.  Similarly, 24 

the Municipal Group could have performed its own study or could have provided 25 
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testimony commenting on Mr. Warwick’s CCOSS.  Again, for whatever reason, the 1 

Municipal Group chose not to do either.  While we are not surprised that the Municipal 2 

Group does not agree with the ultimate results of our study or the rate design 3 

recommendations we have made in this case, we are surprised to see, in the Municipal 4 

Group’s direct testimony, the statement that Ameren Missouri made the study “without 5 

input” and that they are not in agreement with the methodology used for that study.  The 6 

entire collaborative effort was specifically designed to allow the Municipal Group, Staff, 7 

and OPC to provide input into the methodology used for the study.  8 

One final point regarding the Municipal Group’s assertion: Ameren Missouri sent 9 

both Staff and OPC data requests asking if those parties believed the Company had 10 

fulfilled its obligations under the First Nonunanimous Stipulation and Agreement (“First 11 

Stipulation”) from Case No. ER-2010-0138, which, in part, concerned the completion of 12 

a CCOSS in this case.  The relevant portion of the First Stipulation states:  13 

With regard to municipal lighting, AmerenUE agrees: 14 
a.  to immediately commence a cost of service study for all rates 15 

under service classifications 5M and 6M, and upon completion of that 16 
study to share the results, all work papers and underlying data with 17 
financial and accounting consultants for the Municipal Group, Public 18 
Counsel, the Staff and other interested signatories. Prior to commencing 19 
such study, AmerenUE will meet with the Municipal Group’s financial 20 
and accounting consultants and those at the Public Counsel’s office and 21 
with the Staff, and those representing other interested signatories in a 22 
collaborative fashion in an attempt to agree on the parameters and general 23 
guidelines for the study.  (Case No. ER-2010-0318, First Nonunanimous 24 
Stipulation and Agreement p. 7 paragraph 13.) 25 

 26 
In their responses, both Staff and OPC indicated they believe Ameren Missouri had 27 

fulfilled its obligations under this section of the First Stipulation.  The relevant portions 28 

of those responses are attached as Schedules PBD-ER4 and PBD-ER5.   29 
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Q. In its direct testimony in this case, the Municipal Group states that it 1 

believes the Lighting Study is unfair, particularly with regard to the elimination of 2 

the pole and span charge.  Please describe Ameren Missouri’s development of its 3 

proposed Lighting rates. 4 

A. During the collaborative process, Ameren Missouri received positive input 5 

from Staff and OPC concerning the proposed method of the study and received no 6 

suggestions to change the proposed methodology from the Municipal Group.  Although 7 

the Municipal Group asked questions during that process, it did not request any 8 

modifications to the study methodology.  The CCOSS performed by Mr. Warwick shows 9 

that the Lighting Class, as a whole, should receive a 36% rate increase.  That study 10 

determined the Lighting Class’ revenue requirement based solely on the Company’s 11 

investments, expenses, and expected taxes and after offsetting “Other Revenue.”  It did 12 

not look at revenues derived from pole and span charges other than to compare current 13 

revenues from those charges to the proposed cost of service revenue requirement to 14 

determine the revenue deficiency for the class.  As stated in my direct testimony, Ameren 15 

Missouri did not propose rates based on this CCOSS, but instead proposed a lower 16 

increase -- the system average increase for the Lighting Class as a whole.  Furthermore, 17 

based on the Lighting Study the Company proposed a tiered increase limited to 20% for 18 

the 6M class and 9.7% for the 5M class.   19 

Q. Please discuss the elimination of the pole and span charges, which 20 

have created such a concern for the Municipal Group.   21 

A. In its direct testimony, Ameren Missouri proposed the elimination of the 22 

pole and span charges.  This was done primarily for two reasons.  First, it is not cost-23 
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effective for the Company to identify and keep records for all of the poles and spans 1 

subject to these charges.  Second, Lighting customers who opted for Company-owned 2 

poles and spans with monthly charges are, in effect, renting these facilities, and although 3 

the Company does not agree that the customers have effectively purchased the facilities 4 

by paying rent for many years, as the Municipal Group contends, these charges have now 5 

been levied on these installations for over 22 years.  Because public perception that rates 6 

are fair is important to the Company, it is willing to concede that it is now time to end the 7 

charge for pre-1988 lighting poles. 8 

Q. Is the elimination of pole and span charges “unfair” to other members 9 

of the 5M class, as the Municipal Group contends in its direct testimony? 10 

A. No it is not when viewed in its correct context.  As stated previously, 11 

Ameren Missouri constructs, owns, and maintains the lighting facilities for customers in 12 

the 5M class.  Over the last 22-plus years, rates for this class have undergone several 13 

changes.  Prior to 1988, the Company charged a monthly fee.  After 1988, the Company 14 

changed the pricing of poles and spans (including installation overheads and labor) in 15 

accordance with new tariff provisions that required an up-front payment of pole and span 16 

costs.  Beginning in 1992 and continuing to today, special facility provisions require an 17 

up-front payment of the installed cost of the facilities plus an additional amount for future 18 

operations and maintenance (“O&M”) costs and the cost of the eventual replacement of 19 

the facilities.  The up-front charge is simply a means to balance the small revenue source 20 

(the light) with a large up-front expense (the pole) because, based on financial 21 

considerations, the Company would not otherwise make such an investment.   22 
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As can be seen, the Company’s rates and charges for the 5M class have 1 

undergone several changes over the years with each change designed to better align the 2 

rates with public perception of fairness.  In this case Ameren Missouri proposes to take 3 

the next step in that process; that is, elimination of charges for poles and spans installed 4 

prior to 1988.  It is appropriate to eliminate this 22 year-old charge just as it is 5 

appropriate that the O&M and replacement costs be borne by the whole class that incurs 6 

these costs, namely the 5M class. 7 

Finally, I would note that Ms. Eastman’s testimony on this point is internally 8 

contradictory.  On one hand, she argues that cities paying the existing pole and span 9 

charges have already paid the full cost of those poles and spans.  This is confirmed in an 10 

answer to a data request posed by Ameren Missouri, which is attached as Schedule 11 

PBD-ER6.  On the other hand, Ms. Eastman complains that the removal of this charge 12 

will cause those cities with post-1988 poles to subsidize the cities with pre-1988 poles.  13 

Obviously, both statements cannot be correct.  14 

 The truth is that neither of Ms. Eastman’s statements is correct.  Perhaps this 15 

stems from her unfamiliarity with the ratemaking process.  In this case, the Company has 16 

provided a study which shows the cost of providing service to the Lighting Class and has 17 

proposed to eliminate one revenue stream -- the pole and span charge – for recovering 18 

those costs.  But the elimination of this charge does not mean there is a corresponding 19 

elimination of the cost of providing service to the Lighting Class or a reduction to the 20 

portion of the Company’s overall revenue requirement that is allocated to that class.  21 

Instead, the elimination of the pole and span charge simply means that the portion of the 22 

revenue requirement allocated to the Lighting Class that was previously met through 23 
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revenues received from that charge must now be recovered through increases to charges 1 

that remain.   2 

 Q. Ms. Eastman testifies that the Company’s proposal to 3 

eliminate the pole and span charge is a “deception” and that the Commission would 4 

not have known this without the Municipal Group’s involvement.  Are 5 

Ms. Eastman’s allegations true? 6 

 A. No, there is no deception involved in what Ameren Missouri has 7 

proposed in this case.  My workpapers – specifically the excerpt identified as Schedule 8 

PBD-ER7 – that were submitted with this case clearly show the impact of the elimination 9 

of the pole and span charges.  In addition, as noted in Ms. Eastman’s direct testimony, 10 

when the Company received an email asking about the issue, a full and thorough 11 

explanation was provided.   12 

Q. The Municipal Group proposes that Ameren Missouri eliminate pole 13 

and span charges and then spread costs allocated to the Lighting Classes across-the-14 

board with a system average increase.  Please comment on this proposal. 15 

A. I believe the Municipal Group’s proposal is an attempt to provide a rate 16 

reduction to the 5M class, to lower the increase to the 6M class, and to reallocate the 17 

difference to all other rate classes.  Such a result is contrary to the conclusions of every 18 

cost of service study filed in this case, which indicate that the Lighting Class should get 19 

an increase much greater than the overall increase proposed by Ameren Missouri. 20 

Q. What is the Municipal Group’s basis for their proposal? 21 

A. Ms. Eastman argues that the Municipal Group’s proposal is fair because 22 

Ameren Missouri did not follow the results of its CCOSS.  This is remarkably different 23 
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from their position in the last case where Ameren Missouri proposed an across-the-board 1 

increase, which the Municipal Group opposed because there was no cost of service study.  2 

Now, with a CCOSS available, the Municipal Group suggests that because Ameren 3 

Missouri proposes to allocate less of the revenue requirement to the Lighting Class than 4 

the CCOSS indicated, the Commission should ignore the study and order a simple across-5 

the-board increase.  If adopted by the Commission, the Municipal Group’s proposal 6 

would produce only a 0.7% increase to the Lighting Class, a full 10.1% percent below the 7 

proposed system average increase of 10.8%.   8 

Q. Please comment on the Municipal Group’s claim that they have, 9 

“clarifying questions pending.” 10 

A. To the best of the Company’s knowledge, Ameren has no outstanding data 11 

requests from the Municipal Group.  In fact, in response to a data request from Ameren 12 

Missouri seeking documentation of this charge, Ms. Eastman admitted the statement was 13 

not directed toward Ameren Missouri stating: “No additional questions have been 14 

forwarded to Ameren at this juncture.”  See Schedule PBD-ER8.  15 

Q. Have you revised your Lighting Study since the time you filed your 16 

direct testimony in this case? 17 

A. Yes.  During the period between the original submission and now, there 18 

were corrections made to more closely follow the allocations in Mr. Warwick’s CCOSS.  19 

Revised workpapers showing these corrections will be provided concurrent with the 20 

filing of this testimony.  As a result of these corrections there is an insignificant shift of 21 

0.3% of Lighting revenue from the 6M to the 5M class – principally because of the 22 

“Other Revenue” credit for off-system sales being allocated entirely to energy, which is 23 
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consistent with what the Commission ordered in the Company’s previous electric rate 1 

case.  2 

Q. What are the differences between the original and new Lighting 3 

Study? 4 

A. The negligible differences are shown below: 5 

 Class  Original Revised  6 

 5M  15.2%  15.7%   7 
 6M  216%  212%   8 
 7M  183%  221%   9 
 Combined 36%  36%   10 

Q. Is the Company proposing any changes to its proposed rates as a 11 

result of the corrections you made to the Lighting Study? 12 

A. No.  Each Lighting Class will still be paying below its cost of service, and 13 

we believe the proposed rates are still appropriate for reasons discussed in both 14 

Mr. Cooper’s and my direct testimonies. 15 

III. POLE ATTACHMENTS 16 

Q. On page 13 of her direct testimony, Ms. Eastman says 5M poles are 17 

used for other purposes despite allegedly conflicting statements to the Municipal 18 

Group from Ameren Missouri.  Please comment on Ms. Eastman’s allegations.  19 

A. Ms. Eastman apparently misunderstood statements I made to her during a 20 

prior conversation regarding pole attachments.  The statement she apparently 21 

misunderstood related to fiberglass and concrete poles and the general lack of pole 22 

attachments to those types of poles.  At no time did I tell her that there are never any pole 23 

attachments on fiberglass or concrete poles specifically, or, more generally, on other 24 

types of poles subject to 5M rates.  All poles owned by Ameren Missouri are subject to 25 
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the best use consistent with good business practices.  Should the opportunity arise, the 1 

Company does utilize its assets for pole attachments.  The revenue received from these 2 

pole attachments offsets its costs and allows it to provide a lower overall cost of service 3 

for its customers.  At times there could be pole attachments on concrete and fiberglass 4 

poles, but pole attachments are most commonly made to wood poles. 5 

Q. Ms. Eastman also complains that Ameren Missouri isn’t properly 6 

allocating revenues received from pole attachments made to light poles.  Do you 7 

agree with her complaint?  8 

A. No.  Again, Ms. Eastman’s complaint shows that she is not familiar with 9 

how rates have been historically set by the Commission.  Although Ameren Missouri 10 

does not charge a pole attachment fee for hanging a light on a specific wood pole, 11 

Ameren Missouri does receive revenues from other companies for their pole attachments 12 

on the Company’s poles.  Pole attachment charges are assessed for the use of the 13 

Company’s poles generally, and there is no distinction between poles that have a light 14 

fixture hanging on them and poles that do not.   15 

Contrary to Ms. Eastman’s direct testimony on page 13 that all wood poles in 16 

University City have attachments, Schedule PBD-ER9 contains photographs of numerous 17 

wood poles in University City that hold street lights but do not have any pole 18 

attachments.  Perhaps some of her confusion is based on a misunderstanding of the 19 

reason various wires are attached to a pole.  For each light fixture we offer, an electrical 20 

connection to our distribution system is required in order to provide for the operation of 21 

that light.  This connection (wire) is not a “pole attachment” but is, instead, an integral 22 

part of the electric facilities required to operate the light.  The Company doesn’t maintain 23 
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a count of the number of street light poles with attachments and these pictures aren’t 1 

intended to argue for or against any certain percentage.  Ms. Eastman’s direct testimony 2 

says “all” of University City’s wood poles have “other facilities.”  But as these 3 

photographs clearly show, her statement is wrong. 4 

Pole attachments can be found on poles that have street lights and on poles that do 5 

not have street lights.  Ameren Missouri does not track its pole attachment revenue in a 6 

way that would allow it to separate out the revenues associated with street light pole 7 

attachments and it would not make sense for the Company to keep records that would 8 

allow it to do so.  Because pole attachment revenue is included in Mr. Warwick’s cost 9 

study as “Other Revenue,” which is used as an offset to Ameren Missouri’s total revenue 10 

requirement, all customers receive a benefit from those revenues.  It would be 11 

inappropriate to limit or over-allocate that benefit to customers in the Lighting Class, as 12 

Ms. Eastman seems to propose.  13 

IV. FRANCHISE CONTRACTS AND STREETLIGHT DISCOUNT 14 

Q. Why does Ameren Missouri provide a 10% streetlight discount to 15 

certain municipal Lighting customers? 16 

A. Ameren Missouri tariffs provide for a 10% discount that is applied to bills 17 

rendered for municipal lighting facilities when two conditions specified in the tariff are 18 

met.  First, the municipality must grant a twenty-year franchise to the Company.  Second, 19 

the municipality must enter into a contract for Ameren Missouri to provide all lighting 20 

services to the municipality. 21 
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The 10% discount provides a benefit to both the municipality and to Ameren 1 

Missouri, and the Company recommends against any changes to the discount rate or term 2 

of the franchise agreement. 3 

Q. Why is it fair and reasonable to require municipal customers to a 4 

franchise contract for a minimum of twenty years? 5 

A. Ameren Missouri franchises serve two important and related functions: 6 

authorizing the provision of utility services to a municipality and authorizing Ameren 7 

Missouri to use public rights-of-way for its distribution/transmission lines and other 8 

equipment.  The twenty-year term is demonstrative of the commitment of both parties in 9 

the development of a long-term relationship and is cost effective for the Company.  The 10 

energy efficient lighting concerns expressed by the Municipal Group are misplaced in the 11 

franchise agreement, as those concerns are more properly addressed as part of the lighting 12 

contract, which is normally for a ten-year period. 13 

Q. Please comment on the Municipal Group’s proposal to break-out 14 

municipalities from the remainder of the Lighting Class.   15 

A. The existing rate classes for Lighting service (5M, 6M, and 7M) are based 16 

on the type of light, if the service is metered or not, and who owns the light fixture.  17 

Under the current tariff, there is no distinction between municipalities and other types of 18 

entities (e.g. the Missouri Department of Transportation (“MoDOT”), schools, churches, 19 

etc.) that receive Lighting service from the Company, and there is no justification for 20 

such a distinction.  That is because there is no difference between a large municipal and a 21 

large non-municipal street light customer such as MoDOT, except that one can levy taxes 22 

and the other cannot.  In addition, the electrical characteristics of like-sized light fixtures 23 



Rebuttal Testimony of 
Philip B. Difani, Jr. 

14 

used to serve municipal and non-municipal customers are exactly the same.  Because 1 

there is no difference in the cost to serve similar Lighting customers, there is no cost of 2 

service justification to bifurcate the classes as proposed by the Municipal Group.  3 

V. STAFF’S PROPOSAL 4 

Q. What are your comments concerning Staff’s proposed system average 5 

plus 1% increase to the Lighting Classes? 6 

A. Ameren Missouri has proposed the system average overall increase, while 7 

proposing a very modest tiered increase between the Lighting Classes.  As I understand 8 

Staff’s recommendation, it does nothing to remedy the substantial inter-class differences 9 

between the 5M, 6M and 7M classes and it does not address the proposal to eliminate the 10 

pole and span charges.  Indeed, Staff’s proposal will continue to increase all of the 11 

current charges.  For these two reasons, I believe Ameren Missouri’s proposal is superior 12 

to Staff’s proposal. 13 

Q. Does this conclude your rebuttal testimony? 14 

A Yes, it does.15 
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