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POST HEARING BRIEF OF GEORGIA POWER COMPANY 
I.  INTRODUCTION
	 Georgia Power Company (“Georgia Power” or the “Company”) submits this brief in support of its proposed Alternate Rate Plan (“ARP”) as amended by the Company’s September 24, 2019 Errata (“Errata”) filed in this proceeding. The Company’s 2019 Rate Case was filed pursuant to the terms and conditions of the Georgia Public Service Commission’s (the “Commission”) December 23, 2013 Order Adopting Settlement Agreement in Georgia Power’s 2013 Rate Case in Docket No. 36989 (“2013 Rate Case Final Order”) and the Commission’s May 12, 2016 Order Adopting Settlement Agreement in Docket No. 39971, the Joint Request of Atlanta Gas Light Company, AGL Resources Inc., and The Southern Company for a Finding that Southern Company’s Merger with AGL Resources Complies with Applicable Law. In this filing, Georgia Power has presented sufficient evidence for the Commission to review and approve the Company’s application for a rate increase. 
II.  SUMMARY OF THE ARGUMENT
	Parties that participated in the Company’s 2019 rate case offered various critiques to the Company’s ARP or offered some form of an alternative rate plan, with very little attention paid to the potential outcome of what happens if an alternative rate plan is not adopted. Many parties inappropriately assumed an agreement would be reached on the issues in this case, overlooking the very real fact that no alternative rate plan can be adopted unless it is agreed to by the Company. This is not to say that the Company’s proposed ARP is a “take it or leave it” proposal—the Company accepts that modifications can be made. In this case, however, the Company has made it abundantly clear that it cannot and will not accept an alternative rate plan that would impair the Company’s financial integrity, threaten its current credit ratings, or fundamentally alter the framework of the ARPs, which have proven successful and beneficial to customers over the past 25 years. When viewed from that perspective, the Company cannot and will not accept any of the alternative rate plan proposals suggested by any of the other parties.    
Rather, the Commission should approve the Company’s ARP, without modification, as a fair and reasonable resolution of this proceeding that appropriately balances the interests of customers, the Company and investors. Approval of the Company’s ARP would continue the Commission’s long-standing tradition of constructive regulation, which created and continues to foster an environment that allows the Company to meet its customers’ needs, provide industry leading customer service and maintain rates well below the national average. This Commission’s past approvals of the Company’s three-year ARPs have provided stability and certainty for customers and the Company and reflect reasoned compromise, a hallmark of the regulatory environment in Georgia. 
	The Company is proposing an ARP that will: (i) provide customers with the full benefits of the 2017 Tax Cuts and Jobs Act (“Tax Reform Act”) while maintaining the Company’s financial integrity; (ii) allow the Company to recover the necessary capital investments made since 2013 and investments that will be made over the next three years with updated depreciation rates; (iii) reasonably amortize the substantial deferred storm damage expenses incurred since 2013 and set a reasonable level of anticipated storm damage expenses for the next three years in an effort to prevent further under recoveries; (iv) allow the Company to recover the costs necessary to comply with the federal and state regulations for coal combustion residuals (“CCR”) asset retirement obligations (“ARO”); and (v) help the Company modernize rate design gradually to reflect the evolving nature of the Company’s business and customers’ usage patterns and preferences. (Tr. 177-78.)
The ARP and the Company’s proposed 10.90% return on equity (“ROE”) and 56% equity level in its capital structure will enable the Company to continue to access the capital markets at reasonable rates and on reasonable terms. At these levels, the Company’s Funds from Operations (“FFO”) to Debt ratio, a key metric used by the ratings agencies to analyze a company’s financial risk, will meet the thresholds identified by the credit rating agencies as necessary to maintain the Company’s current credit quality. Continued access to the capital markets is of critical importance as the Company continues one of the largest capital-intensive periods in its history, endeavors to close each of its coal ash ponds and landfills in conformity with newly-established federal and state mandates, and invests in the continued reliability of the transmission and distribution grid. The Company’s proposed ARP provides for continuation of the current earnings band, with two-thirds of any earnings above the top end of the band being directly returned to customers, and continuation of the Interim Cost Recovery (“ICR”) tariff mechanism if earnings are projected to fall below the bottom end of the band.  
	Adopting the Company’s proposed ARP is a resolution of this case that will ensure the Company remains financially healthy and able to provide clean, safe, reliable and affordable service to its customers now and into the future. The Commission should approve the Company’s application to adjust rates as filed including the Company’s proposed ARP.  	
III.  PROCEDURAL BACKGROUND
	The Commission issued its Procedural and Scheduling Order (“PSO”) for the Company’s 2019 Rate Case on May 24, 2019. In accordance with the PSO, the Company’s June 28, 2019 filing included the minimum filing requirements specified by Commission Rule 515-2-1-.04, along with the direct testimony and exhibits of W. Paul Bowers, the panel of David P. Poroch, Sarah P. Adams and Michael B. Robinson, James H. Vander Weide, Ph.D., Steven M. Fetter, Lawrence J. Vogt, Ahmad Faruqui, Ph.D., and Larry T. Legg. Hearings regarding the Company’s direct case were held September 30, 2019 through October 2, 2019. 
On October 17, 2019, the Commission’s Public Interest Advocacy (“PIA”) Staff filed the direct testimony and exhibits of the panel of Ralph C. Smith and Robert L. Trokey, Michael P. Gorman, the panel of Jamie Barber, George Brown, Benjamin Deitchman and Stan Faryniarz, and the panel of John W. Chiles and Blair A. Fink. Also on October 17, 2019, the City of Atlanta filed the direct testimony and exhibits of Roosevelt Council, William M. Cox, Ph.D, and William L. Hawthorne III; the Commercial Group filed the direct testimony and exhibits of Steve Chriss; the Georgia Industrial Group (“GIG”) and the Georgia Association of Manufacturers (“GAM”) filed the direct testimony and exhibits of Jeffry Pollock, Billie S. LaConte, and Roger Tutterow, Ph.D; Georgia Interfaith Power & Light (“GIPL”), Southface Energy Institute (“Southface”) and Vote Solar filed the direct testimony and exhibits of the panel of Tyler Fitch and Rick Gilliam, Justin Barnes, and Michael Murray; the Georgia Restaurant Association (“GRA”) filed the direct testimony of Karen Bremer; the Kroger Company (“Kroger”) filed the direct testimony of Kevin C. Higgins; Metropolitan Atlanta Rapid Transit Authority (“MARTA”) filed the direct testimony of Richard A. Polich and David M. Springstead; Resource Supply Management (“RSM”) filed the direct testimony and exhibits of Joseph T. Pokalsky; the Sierra Club filed the direct testimony and exhibits of Rachel S. Wilson and the panel of Melissa Whited and Ben Havumaki; and the U.S. Department of Defense (on behalf of all other Federal Executive Agencies) (“DOD”) filed the direct testimony and exhibits of Maureen L. Reno and Larry Blank (each an “Intervenor”). Intervenors Concerned Ratepayers of Georgia, Georgia Solar Energy Industries Association (“GSEIA”) and Georgia Solar Energy Association (“GSEA”), and Georgia Watch did not file testimony in this case. Hearings regarding the direct testimony of PIA Staff and Intervenors were held on November 4-6, 2019. 
	On November 15, 2019, the Company filed the rebuttal testimony of the panel of David P. Poroch and Sarah P. Adams, James Vander Weide, Ph.D., Steven M. Fetter, and the panel of Larry T. Legg and Lawrence J. Vogt in response to the positions advocated by PIA Staff and various Intervenors. Hearings regarding the Company’s rebuttal testimony were held on November 25-26, 2019.  
IV.  ARGUMENT 
[bookmark: _Hlk26111322]A.	Approval of the Company’s Application as filed provides for the continuation of the Constructive Regulatory Environment that Customers, the Commission, the Company, and Investors Rely Upon.
	Approval of the Company’s Application, including the Company’s proposal for an ARP, will continue to foster the constructive regulation that has benefitted customers for more than two decades. The Company’s filing in this case is consistent with the Commission’s policies that have supported a sustained period of high customer satisfaction, high reliability, rates well below the national average, and Georgia being consistently ranked as the best state in which to do business. This Commission’s ability to balance strong and consistent policy while also adapting to rapidly evolving technology and implementing gradual changes when appropriate, has facilitated a consistent regulatory environment viewed favorably by customers and investors alike. Approval of the Company’s filing will continue this trend. The Company’s proposal in this case will allow: (i) the Company to continue accessing capital at reasonable rates and terms to meet future needs; (ii) the Company to continue providing clean, safe, reliable, and affordable service that meets or exceeds the customer service levels Georgia Power’s customers expect; and (iii) the Company’s investors to have an opportunity to earn a fair return appropriate for a well-run and efficient utility that satisfies customer needs. The ARP filed by the Company satisfies the core responsibilities of the Commission as stated by the Supreme Court of Georgia:
It is the responsibility of the commission to require a regulated utility to provide a level of service within its service area this year, next year, and in the foreseeable future; consonant with this responsibility the commission must approve utility rates that will produce enough revenue not only for operating expenses but also for the capital costs of the business. Capital for the business includes that required for current and future construction, and its costs include interest and dividends that must be paid to reasonably attract such capital. 

Georgia Power Co. v. Georgia Public Service Commission, 231 Ga. 339, 344 (1973).

	Given the Company’s performance under the Commission’s consistent regulation, the modifications and changes proposed by PIA Staff and Intervenors are inappropriately punitive. There is no support under Georgia law, the Commission’s regulatory precedent, or the record in this proceeding, for the proposition implicit in PIA Staff and certain Intervenor’s recommendations that rates should be set as low as possible under calculations that clearly threaten credit downgrades. The calculational errors of PIA Staff’s cost of capital witness, discussed below in Section IV(B)(3), demonstrate that his recommendations result in a much lower FFO to Debt ratio than originally calculated based on his faulty calculations. In fact, his FFO to Debt calculations are so low that they are likely to trigger a credit downgrade. (See Infra Section IV(B)(7).)
	Moreover, the parties advocating for these modifications disregard the impact that their proposals would have on the Company’s ability to access capital markets and attract the substantial capital necessary to provide industry-leading customer service and comply with environmental mandates. Rating agencies look for consistent application of sound economic regulatory principles by utility regulators. (Tr. 561, 2619.) In fact, the most recent opinions from each of the three credit rating agencies reference their assessment of the “strength of the regulatory compact in Georgia,”[footnoteRef:1] their assumption that “the overall regulatory framework in Georgia will remain credit supportive,”[footnoteRef:2] and how current ratings reflect “constructive regulation in Georgia.”[footnoteRef:3] (Tr. 2619-20.) In contrast, regulatory principles contrary to constructive regulation would likely lead to a decline in investor confidence, credit ratings would suffer, and the utility’s cost of capital would increase. (Tr. 2619.) [1:  S&P Summary Georgia Power, October 12, 2018.]  [2:  Moody’s Credit Opinion, October 16, 2019.]  [3:  Fitch Georgia Power Company, July 29, 2019.] 

	The combined effect of the recommendations by PIA Staff and some Intervenors to alter the Company’s proposal would result in a dramatic, negative reaction from investors and likely cause downgrades of the Company’s credit ratings – all of which would directly harm customers. (Tr. 2617.) The Company encourages this Commission to continue fostering regulatory consistency and avoid drastic action that could disturb the balance this Commission has created, which has been proven to benefit customers.
[bookmark: _Hlk26111354]B.	The Commission Should Adopt the Company’s Proposed ROE, Cost of Capital and Capital Structure, and Reject PIA Staff’s ROE, Cost of Capital, and Capital Structure Recommendations to Avoid Jeopardizing Georgia Power’s Financial Integrity.
[bookmark: _Hlk26111359]1.	The Commission should adopt the Company’s proposed capital structure and the ROE as calculated by Dr. Vander Weide.
[bookmark: _Hlk26111442]	The Commission should adopt Dr. Vander Weide’s ROE recommendation and the Company’s proposed capital structure to ensure the Company can continue to access capital markets at reasonable rates and terms. Georgia Power proposes that its capital structure containing approximately 44% debt and 56% common equity be used for ratemaking purposes in this proceeding. (Tr. 459, 501.) Dr. Vander Weide analyzed the Discounted Cash Flow (DCF), Ex Ante Risk Premium, Ex Post Risk Premium, Capital Asset Pricing Model (“CAPM”) – Historical, CAPM – DCF Based, and Comparable Earnings cost of equity models for a comparable utility group and estimated the cost of equity to run from 9.3% to 11.7%, with an average of 10.4%. (Tr. 500.) Dr. Vander Weide then adjusted the 10.4% average cost of equity to reflect the greater financial risk in the Company’s proposed capital structure to ensure Georgia Power has the same weighted average cost of capital (“WACC”) as the average cost of capital for the proxy group. (Tr. 501-02.) As such, Dr. Vander Weide recommends an allowed ROE equal to 10.9% for Georgia Power in this proceeding. (Tr. 502.) A 10.9% ROE is a fair, forward-looking rate of return on equity that provides the Company with an opportunity to earn a return on its investment over the period in which rates are in effect commensurate with returns that investors expect to earn on other investments of similar risk. As Company Witness Fetter noted, the Commission should maintain Georgia Power’s equity level and authorized ROE no lower than current levels: 55% and 10.95%, respectively, in order to maintain the Company’s financial integrity. (Tr. 2817.)
2.	PIA Staff’s recommended ROE reduction is drastic, unprecedented, and punitive.
	PIA Staff and several Intervenor recommendations to lower the Company’s ROE by at least 175 basis points is drastic and unwarranted. The ROE reduction proposed by PIA Staff and Intervenors would represent the largest ROE reduction for any utility over the past several decades, notwithstanding the Company’s exemplary performance over the past six years since rates were last set. A 175-basis point reduction in ROE is not consistent with utility performance that exceeds customer and investor expectations. Since 2013, the Company has performed well, delivering clean, safe, reliable and affordable electricity to customers while striving to find efficiencies and foster innovation. (See Tr. 2678.) The ROE reductions proposed by Mr. Gorman and Ms. Reno would signify a dramatic departure from the gradual approach employed by this Commission over the past several rate cases and would undo the steps the Commission took in 2018 to address the Tax Reform Act and protect the Company’s credit quality from the stresses placed on it by tax reform. The capital markets would surely view such a reduction negatively as it would represent a radical and dramatic departure from the consistent and historically constructive regulation for which this Commission has a reputation – one where excellence is recognized and rewarded, not punished.
	The Company’s proposed ARP includes an ROE only slightly higher than the average projected by Value Line (10.7%) for the group of utilities DOD’s Witness Reno deems to be a reasonable proxy for Georgia Power. (Tr. 2435 citing to Exhibit_(MLR-8e).), see also Tr. 2536-37.) The Commission has never approved Georgia Power’s ROEs based upon industry average. Indeed, the Commission has historically approved, through the three-year ARPs, ROEs approximately 100 basis points above the industry average, taking into consideration the increased risk of operating under a three-year plan during which the Company is unable to seek rate relief for three years, as well as rewarding the Company’s superior performance. A dramatic reduction in the Company’s allowed ROE would undermine Georgia Power’s ability to leverage the performance improvements it has achieved over the last six years and to continue providing clean, safe, reliable and affordable service to the growing Georgia economy. 
	The Company’s proposed ROE of 10.9%, a slight reduction from the ROE last approved by the Commission, is thoroughly supported by Dr. Vander Weide. While PIA Staff Witness Gorman and DOD Witness Reno questioned Dr. Vander Weide’s results by taking positions that can differ among professional experts, Dr. Vander Weide has appropriately defended his positions based on his considerable and extensive knowledge and expertise. For example, both witnesses questioned Dr. Vander Weide’s use of market capital structure adjustment to correct for financial risk differences between the proxy group’s market capital structure and the book regulatory capital structure proposed for Georgia Power. Dr. Vander Weide defended this adjustment as correct and necessary to provide an overall cost of capital commensurate with market expectations[footnoteRef:4]. Contrary to arguments against including flotation costs, Dr. Vander Weide calculates flotation costs based upon economic evidence. PIA Staff’s witness fails to address this evidence. DOD Witness Reno accepts the reasonableness of including flotation costs, albeit at a lower level and providing no calculations or economic evidence to support an estimate lower than Dr. Vander Weide’s. (Tr. 2441-42.) Witness Reno also conducted a comparable earnings analysis, which is generally consistent with Dr. Vander Weide’s comparable earnings analysis, but ignored the results. (Tr. 2435.) In contrast, unlike Dr. Vander Weide, PIA Staff Witness Gorman did not conduct a comparable earnings analysis and rejects its use in determining cost of equity. (See Tr. 1606, 1616.) Accordingly, Witness Gorman elects to ignore a methodology that is responsive to the constitutional test for a non-confiscatory return on equity: [4:  Contrary to PIA Staff allegations that Dr. Vander Weide’s financial risk adjustment has never been adopted, it has in fact been adopted by at least the Public Service Commission of Missouri in Empire District Electric Company’s 2004 Rate Case. Report and Order, In the Matter of the Tariff Filing of The Empire District Electric Company to Implement a General Rate Increase for Retail Electric Service Provided to Customers in its Missouri Service Area, Case No. ER-2004-0570 (March 10, 2005).] 

From the investor or company point of view it is important that there be enough revenue not only for operating expenses but also for the capital costs of the business. These include service on the debt and dividends on the stock…. By that standard the return to the equity owner should be commensurate with returns on investments in other enterprises having corresponding risks. That return, moreover, should be sufficient to assure confidence in the financial integrity of the enterprise, so as to maintain its credit and to attract capital.” 

Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591, 605 (1944).

	It is one thing for reasonable experts to disagree on the appropriate method to use in calculating the return on equity, however, it is a very different for the same party to have a witness in the current case entirely discredit the basis for the testimony of the past witness for the same party. Witness Gorman’s rejection of the comparable earnings test is inconsistent with PIA Staff’s position in each of the last three Georgia Power rate cases (Tr. 1615-16.) Mr. Parcell, PIA Staff’s cost of equity witness in the last three Georgia Power rate cases, used the comparable earnings test and explained its importance in estimating cost of equity. (Tr. 2628.) The Company calculated the impact on PIA Staff’s case of ignoring the impact of the comparable earnings test and found that had PIA Staff used the same methods used in the last three rate cases to estimate the Company’s cost of capital, their recommendation would have been significantly higher than that presented by Mr. Gorman in this case. (Id.) No Party, including PIA Staff, presented any evidence to this fact. Not only did Mr. Gorman ignore prior PIA Staff methodologies and recommendations, he ignored the precedence and policy of the Commission as stated in the orders in prior cases. (Tr. 1617.) The Commission held in each of the last two rate cases that “[c]onsistent with the Bluefield and Hope decisions, the Commission has considered comparable earnings, financial integrity and capital attraction” in reaching the decision that the ROE set forth in the settlement agreement was just and reasonable. (Id.) The impact of Witness Gorman’s rejection and Witness Reno’s disregard for the comparable earnings test is to coincidentally eliminate the higher ROE calculations from this Commission’s consideration. PIA Staff failed to justify why their witness in this case performed his analysis so fundamentally different from what PIA Staff used in the last three cases and why they did not use a comparable earnings test, even if only as a check against extreme results such as those supported by PIA Staff in this case. (Tr. 2628.)
	In addition, there are numerous inconsistencies and errors in Mr. Gorman’s analysis, as demonstrated in the rebuttal testimonies of Company Witnesses Vander Weide, Fetter, Poroch and Adams and explained herein. Most startling is PIA Staff and certain Intervenor’s failure to account for the reality that investors are faced with a number of roughly equivalent utilities competing for their prospective investments, which on average are projected by Value Line (a neutral source) to earn on average a 10.7% ROE. No record evidence in this proceeding supports merely mimicking the most recent lowest allowed ROEs in other jurisdictions, which may be punitive in nature, with or without cause, and does not reflect the Company’s performance over the last six years. 
[bookmark: _Hlk26111451]3.	PIA Staff’s proposed equity reduction would destroy the necessary balance agreed to following the Tax Reform Settlement less than two years ago and would not support the Company’s current credit quality.
	PIA Staff recommends reducing the allowed equity in the Company’s capital structure by 400 basis points from the level deemed appropriate by this Commission less than two years ago. The Company’s allowed equity was reviewed in 2018 following the passage of the Tax Reform Act, which lowered the federal income tax rate from 35% to 21%. (Tr. 185-86.) In April of 2018, the Commission adjusted the Company’s equity ratio upward from 51% (previously approved in the 2013 rate case) to 55% as a part of the Tax Reform Act settlement in Docket No. 36989 (“Tax Reform Settlement”). The equity adjustment approved in the Tax Reform Settlement was intentionally implemented to address the negative implications of tax reform, provide support for maintaining the Company’s credit profile, and allow the Company timely access to capital markets and the ability to borrow at reasonable interest rates and terms. (Tr. 2626-27.) Since the Tax Reform Settlement was adopted, there have been no subsequent revisions to the Tax Reform Settlement or any change to the Tax Reform Act that have altered its impact on regulated utilities or the Company. (Tr. 2627.) Since the negative impacts of tax reform on credit metrics remain going forward, it is irresponsible to reduce the Company’s equity ratio to the pre-tax reform level of equity. (Id.)
	Each of the three credit rating agencies have issued a Georgia Power-specific credit opinion since the Tax Reform Settlement was approved. (See Tr. 214, 2619-20.) As such, the revised 55% equity level is one of the critical assumptions upon which their projections and opinions were based. In 2018, the Commission Staff made an independent inquiry regarding the credit rating agency support or reaction to the then-proposed 55% equity level. PIA Staff and its witnesses did not initiate a similar inquiry to determine the credit rating agencies’ likely response to PIA Staff’s recommendations in this case. Reducing the Company’s equity level by 400 basis points back to the pre-tax reform level approved in 2013 is significant enough to trigger a revised outlook from the credit agencies and threatens a downgrade. Although the Tax Reform Settlement reserved the Commission’s right to address the appropriate equity level in the Company’s capital structure, the lack of changed circumstances does not warrant a reduction to the equity level and PIA Staff has not articulated a justifiable reason to depart from the currently approved 55% equity level. PIA Staff offers no justification for reducing the equity component of the Company’s capital structure below that approved by the Commission less than two years ago and fails to address the increased financial risk associated with the change it proposes.
[bookmark: _Hlk26111459]4.	FFO to Debt must be maintained to ensure the Company retains its credit rating. 
	The Company’s request in this case carefully sought to ensure the Company could continue to access capital markets to meet the future needs of customers, continue to provide high levels of service and preserve the opportunity to earn a fair return on investments necessary to support a well-run and efficient utility. The Company calculated its FFO to Debt ratio to evaluate how its recommendations would impact Georgia Power’s credit ratings. Georgia Power’s recommendations in this proceeding result in average FFO to Debt ratios over the three-year ARP period of approximately 21% and 16% for Moody’s and S&P, respectively. (Tr. 2626.) At these levels, the Company’s cash flow and financial risk will remain at levels within Moody’s 20-23% range and above S&P’s 15% threshold for FFO to Debt ratios (or equivalent calculations) that are likely to continue meeting the credit rating agencies’ expectations and keep the Company’s credit quality stable. (Tr. 2623.) Notably, as Company Witness Poroch discussed during the rebuttal hearing, this rate proposal seeks only to protect the Company’s credit quality as it exists today, not improve Georgia Power’s standing considering recent credit metric impacts of the Vogtle project. (Tr. 2723.) The impact of Vogtle construction will be addressed when those units begin operating and those costs are in rates. The purpose of this rate case is to maintain the credit quality Georgia Power has today, not diminish it. The Commission should approve the Company’s request in this case to enable the Company to continue to provide clean, safe, reliable, and affordable electric service and provide the level of service customers deserve and expect without threatening the Company’s financial health. 
[bookmark: _Hlk26111465]5.	Errors in PIA Staff Witness Gorman’s calculations overestimate the Company’s FFO to Debt and underestimate the Company’s financial risk.
	Although PIA Staff Witness Gorman clearly acknowledges the importance of maintaining the Company’s FFO to Debt (financial risk metrics) above the credit rating agencies’ general benchmarks, and tries to present his analysis with that in mind, he fails to consider S&P’s and Moody’s specific expectations applicable to Georgia Power. (Tr. 2622, 2625.) In addition, Witness Gorman made several calculational errors and incorrect assumptions in his application of S&P’s methodology for calculating financial risk. (Tr. 2623.) When corrected, these errors reveal that PIA Staff’s proposals would reduce the Company’s credit metrics to levels well below the very clearly communicated expectations of the credit rating agencies, and that would likely trigger a ratings downgrade. (Tr. 2625.) This degradation in financial health and credit quality would harm the Company’s customers. Notably, PIA Staff counsel did not question the Company’s calculations or resulting impact of Mr. Gorman’s errors during the hearings on the Company’s rebuttal testimony. PIA Staff appears to have changed its position on the importance of Georgia Power’s financial integrity, implying that it is less important than Mr. Gorman intimated before the calculational errors were identified. 
	The Company identified several errors and inconsistencies in Witness Gorman’s calculation and application of S&P’s methodology for calculating the FFO to Debt financial risk metric. However, as explained in the Company’s rebuttal testimony, three of these errors were of a magnitude that merited additional analysis and discussion. First, in his test year and 2022 FFO to Debt calculations, Witness Gorman drastically understated the amount of Georgia Power’s debt by omitting the $3 billion increase in the Company’s ARO obligation recorded in 2018 in his calculation of S&P’s debt imputation methodology. (Tr. 2623.) This modification contradicts S&P’s current methodologies and Mr. Gorman does not provide a rational justification for deviating from S&P’s established method. (Id.) This omission of the Company’s $3 billion increase in ARO obligation artificially inflates the Company’s credit metrics, masking the true impact of PIA Staff’s recommendations on Georgia Power’s overall credit quality. (Tr. 2623-24.)
[bookmark: _Hlk26337397]	Second, Witness Gorman incorrectly projects that in 2022, the Company will recover roughly $130 million of depreciation expenses (assuming 12 months of depreciation and a 40-year useful life) associated with Plant Vogtle Units 3 and 4. (Tr. 2624.) Witness Gorman’s depreciation expense recovery projections ignore the process this Commission outlined in its Vogtle Construction Monitoring (“VCM”) 17 Order in Docket No. 29849, which provides for retail base rates to be adjusted the first month after Unit 3 is in commercial operation for only the portion of costs related to Unit 3 and common facilities deemed prudent in the January 3, 2017 Stipulation, leaving recovery of depreciation expense deferred until Vogtle Unit 4 is online. (VCM-17 Order at 18.) Vogtle Unit 3 is expected to be placed in service in November 2021; therefore, base rates would be adjusted in December 2021 for this portion of the construction cost. (Tr. 2624.) Because of Mr. Gorman’s gross over-projection of depreciation expense recovery in 2022, he significantly overstated the Company’s funds from operations resulting in his inflated 2022 FFO to Debt ratio. 
	Third, Mr. Gorman incorrectly used the wrong calendar year debt balance in calculating the FFO to Debt ratio for 2022. Mr. Gorman used his 2020 projected Company debt balance of $15.5 billion rather than his projected 2022 Company debt balance of $17.9 billion to calculate the 2022 FFO to Debt ratio. (Id.) By using the data from the wrong year, Mr. Gorman understated the projected debt amount in 2022 by approximately $2.4 billion, and thereby incorrectly increased the FFO to Debt ratio in 2022. (Id.)
	The magnitude of these clear, obvious, and material errors, along with other credit metric errors that the Company identified, cast substantial doubt on the reliability of Witness Gorman’s statements supporting how his recommendations affect the Company’s credit quality. In addition, Witness Gorman admitted during cross examination that he did not analyze the cumulative impact of PIA Staff’s proposals beyond his own ROE and equity level recommendations. (Tr. 1595-96.) As such, even if Witness Gorman’s calculations were corrected, PIA Staff’s proposal does not accurately depict the effect of its recommendations on the Company’s financial health and integrity.
[bookmark: _Hlk26111473]6.	The Commission should not adopt Witness Gorman’s adjustments to the Company’s cost of debt.
	Witness Gorman makes two major adjustments to the Company’s filed cost of debt, neither of which are necessary or appropriate adjustments. First, Witness Gorman’s recommended adjustment to the cost of debt revises only one component of the Company’s filing impacted by interest rates and creates inconsistencies with the interest rate assumptions throughout the remainder of the Company’s filing. (Tr. 2629.) For example, adjusting interest rates only for the debt assumptions included in the Company’s WACC and ignoring the interest rate assumptions that are used to project the Company’s pension obligations, creates a distorted and inconsistent application of interest rates used in calculating the cost to serve our customers. If Witness Gorman was systematic in the application of his alternative interest rates assumptions, he would have calculated increased pension costs that would more than offset any debt cost rate decreases included in his testimony.  
	Second, Witness Gorman’s adjustment of projected cost of debt to 3.65% for the projected issuances beyond March 2020 is inappropriate for forecasting the Company’s future cost of debt because it: (i) is estimated on a backward-looking basis; (ii) contains only 13-weeks of history; and (iii) is unclear on tenure. (Id.) Georgia Power’s forward-looking approach using a reputable, third party, independently-developed interest rate forecast is more appropriate and consistent with industry best practice and has been supported historically by this Commission. 
[bookmark: _Hlk26111478]7.	Adopting PIA Staff’s recommendations will likely lead to credit downgrade.
	Taken as a whole, and in many cases taken as individual parts, PIA Staff’s recommendations would impair the Company’s financial integrity and threaten its access to capital markets. Witness Gorman’s recommended 9.2% ROE and capital structure of 51% equity alone threaten the Company’s financial health. However, the cumulative effect of Witness Gorman’s recommendations, coupled with PIA Staff Witnesses Smith and Trokey’s recommendations, is even more pronounced on the Company’s credit metrics. PIA Staff’s combined proposal would cause the Company’s FFO to Debt to fall well below S&P’s and Moody’s established expectations necessary to retain the Company’s current credit ratings. (Tr. 2625.)
	Based on the latest Moody’s Credit Opinion issued on October 16, 2019, Moody’s stated that a ratio of cash flow from operations (“CFO”) pre-working capital (“W/C”) to debt should be about 20-23% in order to support the stable outlook for the Company. (Tr. 2623.) In addition, S&P stated in the latest summary for Georgia Power, issued on October 12, 2018 that they “expect GPC’s funds from operations (FFO)-to-debt ratio to average close to 15% through 2019, with gradual improvements beginning in 2020.” (Id.) The Company’s proposed case results in an average CFO pre-W/C to debt ratio of 21.2% and an FFO to Debt calculation of 16.3%, both of which are within the reasonable range or above the minimum threshold noted by Moody’s and S&P. (See Tr. 2623, 2626.) The combination of Witness Gorman’s recommendations and those of Witnesses Smith and Trokey, when corrected for the errors the Company identified in Mr. Gorman’s calculations, cause the Company’s financial metrics to fall to 16.4% and 13.1%, respectively, both of which are well below the credit agencies’ lower bound thresholds to maintain the Company’s current credit quality. (Tr. 2626.) 
	The Company’s concerns about a potential downgrade if PIA Staff’s recommendations are adopted are based on more than mere speculation. The Moody’s October 16, 2019 Credit Opinion stated that a downgrade of the Company could occur if financial metrics are expected to decline for an extended period, including a ratio of CFO pre-W/C to debt below 19%. (Id.) The projected impact of Staff’s cumulative recommendations will almost certainly lead to a credit downgrade based on the Company’s CFO pre-W/C debt and FFO to Debt estimations compared with the projections in Moody’s and S&P’s most recent rating agency reports. (Id.) Such a reduction in credit quality would clearly impair the Company’s financial integrity and threaten its access to capital markets at reasonable terms and at reasonable cost. In addition, PIA Staff ignores the qualitative factors the credit rating agencies consider in evaluating the credit quality of a company. (Tr. 2818-19.) The most important qualitative factor is regulation. (Tr. 2819.) If the Commission adopts Witness Gorman’s recommendations, it would signal a clear break with the Commission’s past constructive decision making and would likely result in negative actions by the credit rating agencies. (Id.) This ultimately would increase costs to customers and restrict the Company’s ability to continue providing customer service at levels that Georgia Power’s customers expect and deserve.
[bookmark: _Hlk26111495]8.	The Company’s ability to manage its business to meet investor expectations ensures that Georgia Power is in a financially healthy position to meet customer expectations as it delivers clean, safe, reliable and affordable electric service.
	Customers benefit when the Company meets investor expectations because it provides the Company the ability to access and attract the capital (both debt and equity) needed to maintain and expand the system to meet customer needs in a cost-effective manner. A financially healthy company is able to dedicate additional resources to focus on its customers and is more likely to meet customer expectations of high reliability and satisfaction. Customers also benefit from operating efficiencies realized by the Company in its efforts to meet investor expectations. The efficiencies gained and the corresponding cost reductions that result from those efforts are provided to customers through savings in rates. (Tr. 2620.)
	In addition to accessing capital markets on a timely basis at reasonable rates, a utility with strong credit ratings can also share the benefit of those attractive interest rate levels with customers since the cost of capital is factored into utility rates. (Tr. 2621-22.) Conversely, the lower a regulated utility’s credit rating, the more that utility must pay to raise funds from debt and equity investors to carry out its capital-intensive operations. (Tr. 2622.) In turn, the ratemaking process factors the cost of capital for both debt and equity into customer rates. This is especially true for a company like Georgia Power, which needs to attract significant levels of capital in the near term for continued transmission and distribution investments, environmental compliance, and the construction of new nuclear units, all while continuing to safely and reliably serve customers.
[bookmark: _Hlk26111502]C.	The Company Will Not and Cannot Accept an ARP as Proposed by PIA Staff and Intervenors.
Under Georgia law, the Commission may not “order” the Company to enter into an ARP unless Georgia Power agrees to such an ARP. Without an agreement, the Commission must resolve this case under traditional ratemaking standards, which involve a single test year analysis and would eliminate the positive attributes of a three-year predictable plan such as the institution of earnings ranges and earnings sharing mechanisms. O.C.G.A. §§ 46-2-25; 46-2-26.1. Without an ARP, more frequent, successive rate cases would be required over the next three years to accomplish what a three-year ARP would accomplish, but without any of the benefits of rate certainty, rate stability and the earnings sharing mechanism. (Tr. 2630-31.) Almost all parties acknowledge, in one form or another, the benefits of the ARP that have worked so well in the past. (Tr. 2672.) However, PIA Staff and Intervenor modifications to the earnings band and sharing mechanism would deteriorate customer benefits and remove the Company’s incentive to agree to an ARP in the first place. These modifications are unacceptable, and the Company would not agree to such an ARP.
[bookmark: _Hlk26111521]1.	Continuation of the Company’s current earnings band will retain many of the positive structural features of the ARP for customers’ benefit.
	The Company requested to maintain the current earnings band of 10.00% to 12.00% within an ARP construct that provides for the Company to share two thirds of any earnings above the band with customers. (Tr. 191, 260.) The Company’s proposed ARP with an earnings band at this level benefits customers and the Company. (Tr. 260.) Under this arrangement all stakeholders win as demonstrated by the Company’s consistent delivery of exceptional service while keeping rates low in relation to other utilities. (Id.) Maintaining the earnings band as-is affords the Company the opportunity to continue the innovation and efficiencies in operations that the Company was able to identify since the last rate case. Customers have benefitted under this structure and will continue to benefit under the Company’s proposed ARP and earnings band if approved by the Commission. 
[bookmark: _Hlk26111527]2.	PIA Staff and Intervenor proposed changes to the earnings band completely eliminate Company incentives to innovate and seek efficiencies, thereby eliminating the resulting customer benefits.
a.	The earnings sharing mechanism should not be eliminated and PIA Staff’s proposed earnings cap should be rejected.
	PIA Staff has proposed an earnings band ranging from 9.20 to 10.50% and recommended that earnings above the band be applied to deferred costs rather than split between customers and the Company. (Tr. 1316.) By proposing to eliminate the earnings sharing mechanism, PIA Staff has effectively proposed an earnings cap. As stated in rebuttal testimony, the Company’s objection to the earnings cap as proposed is that the top end of the band is set artificially low at a level below even the Company’s cost of equity. (Tr. 2634.) If an earnings cap was approved in this manner, the Company would be disincentivized from continuing to innovate and seek efficiencies, which would be detrimental to customers.
	While it is accurate that, in at least one prior case, the Company has agreed to use all earnings above the top of the band to retire regulatory assets as part of the settlement in that case, that agreement was dependent upon an appropriate earnings band having been set. (Id.) Since the Company disagrees with the appropriateness of PIA Staff’s proposed earnings band, the Company finds PIA Staff’s elimination of the sharing mechanism and imposition of the cap is unreasonable and unacceptable. 
[bookmark: _Hlk26111533]b.	The Company will not accept a narrowed earnings band as recommended by DOD Witness Blank.
	Witness Blank recommends narrowing the ROE earnings band to +/- 50 basis points around the authorized ROE based on the assumption that it would reduce the risk to the Company. (Tr. 1015.) This assumption, however, fails to recognize that by reducing the risk to the Company it would necessarily increase the risk to customers. (Tr. 2636.) Increasing the risk to customers alters the fundamental nature of the ARPs that have been in place for the last 25 years. (Id.) Georgia Power has proposed an earnings band approximately +/-100 basis points around the proposed ROE, consistent with the structure of the earnings bands previously approved by the Commission for the last several decades.
[bookmark: _Hlk26111538]c.	The Company’s recovery below the earnings band should not be limited to 2/3 of the under-recovered amount as proposed by Commercial Group Witness Chriss.
	One of the protections afforded by the earnings band, agreed to as part of an approved ARP, is the Company’s ability to apply for rate relief if earnings are projected to fall below the bottom of the band. As currently structured and proposed by the Company to be continued, if the Company’s earnings are projected to be below the low end of the band, the ICR mechanism allows the Company the opportunity to earn a full return on equity commensurate with the bottom of the ROE earnings range. (Tr. 191.) If Witness Chriss’ recommendations were adopted, the Company would only recover a portion of its under-recovered costs. (Tr. 1458.) Altering the structure of the earnings band to limit the Company’s potential interim rate relief could send a signal to credit rating agencies and investors that the long-standing constructive regulatory environment in Georgia has been compromised. This recognition could worsen the qualitative factors that rating agencies use when assessing the Company’s credit quality, which ultimately has a negative impact on customers.
[bookmark: _Hlk26111563]3.	Customers benefit from the Commission’s adoption of an ARP.
	As a result of the ARP currently in place, the Company returned approximately $160 million to customers through the earnings sharing arrangement approved by the Commission in the 2013 base rate case without jeopardizing superior customer satisfaction or reliability. (Tr. 16, 2635.) In the absence of an ARP, there would be no earnings sharing mechanism or incentive for the Company to share earnings with customers. (See Tr. 2631, 2635.) In addition, under the ARP, the amount customers pay through rates does not change when the Company’s earnings are within, or exceed, the band because rates are established at the ROE set point. (Tr. 2635.) As previously mentioned, the sharing mechanism is a critical component of the ARP and appropriately encourages the Company to look for efficiencies and process improvements. (Tr. 2802.) This incentive provides the opportunity for increased earnings that benefit both customers and the Company.
[bookmark: _Hlk26111604]D.	The Commission Should Reject PIA Staff and Intervenor Recommendations Limiting the Company’s Ability to Fully Recover and Earn a Return on Prudently Incurred CCR ARO Compliance Costs and Removing Contingency from the Company’s CCR ARO and ECCR Estimates.
1.	The Commission should adopt the Company’s proposed recovery plan for CCR ARO compliance costs.
	The Company currently recovers all ARO costs based on the annual accrual approved in the 2013 Rate Case Order. (Tr. 196.) Similar to plant removal and dismantlement, ARO costs were designed to be recovered over the life of the related asset and prior to the expected date of the ARO settlements, which were generally expected to occur at the end of life of the asset. The accrued recovery of the ARO costs and actual settlements are offset and any resulting under- or over-recovery has been reflected in a net regulatory liability account included in retail rate base. Except for costs associated with closing ash ponds and certain landfills for CCR compliance, Georgia Power proposes to continue following this methodology of accruing for ARO costs over the life of the related asset. (Id.) To address the under-recovery of the ARO regulatory balance related to CCR AROs, the Company proposes to recover the projected balance as of December 31, 2019 ratably over the three-year period ending December 31, 2022. (Tr. 197.)
	For costs projected to be incurred in 2020, the Company proposes to recover the annual spend on ash ponds and landfills ratably over the three-year period ending December 31, 2022. Similarly, the projected annual spend in 2021 would be recovered in years 2021 through 2023 and the projected annual spend in 2022 would be recovered in years 2022 through 2024. (Tr. 198.) The Company proposes to increase traditional base rates to recover the projected under-collected balance at December 31, 2019, expenditures projected to be incurred 2020 through 2022, and the return on the under-recovered balance minus the ARO accrual for ash pond and landfill compliance in current rates, as described in the Chart 4 of the Direct Testimony of David P. Poroch, Sarah P. Adams, and Michael B. Robinson. (Tr. 197.) Following the initial increase effective January 1, 2020, the Company proposes to submit a filing on November 1, 2020 for recovery of the projected incremental increase in CCR ARO compliance costs for 2021 with new rates to be effective January 1, 2021. On November 1, 2021, the Company would submit an additional filing for recovery of the projected incremental increase in CCR ARO compliance costs for 2022 with new rates to be effective January 1, 2022. (Tr. 198.)
	The Company’s proposed plan continues to accrue CCR ARO costs and recover the under-recovered balance evenly over a three-year period to mitigate the rate impact to customers as the Company continues to move forward with closing its ash ponds and landfills in compliance with federal and state CCR rules. 
[bookmark: _Hlk26111610]2.	The Company’s ability to fully recover the debt and equity financing costs on under-recovered CCR ARO compliance costs should not be limited to a cost of debt return as proposed by PIA Staff and certain Intervenors.
	The Company is entitled to recover its debt and equity financing costs on its CCR ARO compliance costs. These costs represent required investments by the Company to comply with state and federal environmental regulations. (Tr. 2637.) These investments are appropriately included in rate base. (Tr. 2637.) In this proceeding, the Commission will decide the appropriate capital structure and return on equity for the Company. The Commission’s decision determines what is appropriate to finance the Company’s capital investments. Assuming that one portion of the rate base is funded solely with debt changes this determination and fails to recognize the true cost of financing these investments. (Tr. 2637.) Moreover, a unilateral application of a financing rate to CCR ARO costs that is lower than what the Commission has determined is appropriate for the enterprise would amount to a disallowance without a finding of imprudence. (Tr. 2639.)
	It is a fundamental principle of utility regulation that a utility is entitled to the full cost of financing for its capital costs. Not allowing the Company to recover a fair return on the costs is confiscatory and would deprive the utility of its property without due process or just compensation. What a public utility “is entitled to ask is a fair return upon the value of that which it employs for the public convenience.” Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm’n, 262 U.S. 679, 690 (1923) (quoting Smyth v. Ames, 169 U. S. 467, 547 (1898)). From the investor’s view point, a utility should have sufficient revenue for its operating expenses and for its capital investments, including “service on the debt and dividends on the stock.” Fed. Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591, 603 (1944). A decision that the Company cannot recover the costs of its equity financing for prudent investments is confiscatory and contravenes longstanding principles of utility regulation.
	PIA Staff and Intervenor recommendations to apply different financing rates to under-recovered CCR ARO compliance costs are inconsistent with prior Commission precedent. (See Tr. 2640.) Since the inception of ARO accounting in 2003, the Company has historically been in an over-recovered position. (Id.) During that period, the Company afforded customers the benefit of this overcollection through a regulatory liability through which customers were afforded the full WACC. (Id.) PIA Staff never questioned the accounting treatment for this item during the intervening rate cases. (Tr. 1396.) It would be inequitable for the Commission to afford customers the benefit of the Company’s full WACC when the regulatory balance is over-collected, but now change course to restrict the Company’s return when the Company’s CCR ARO compliance costs are under-recovered. (Id.) Further, this type of Commission action destroys the constructive regulatory environment investors and the credit rating agencies expect in Georgia.
	PIA Staff’s assertion that the Commission has the policy discretion to limit or deny carrying costs is unsupported because it relies on a case that was resolved through a settlement agreement. (See Tr. 1404.) During the Staff/Intervenor hearing, the Smith/Trokey Panel referred to the Commission’s Order in Atlanta Gas Light Company’s Environmental Response Cost Recovery in Docket No. 4167 as support for their proposal to limit the Company’s return to the cost of long-term debt. See Order Adopting Settlement Agreement, as Modified, between Atlanta Gas Light Company and Adversary Group Staff, Docket No. 4167-U, Filing of Atlanta Gas Light Company Environmental Response Cost Recovery Rider (Sept. 1, 1992) (“AGL ERCR Order”). This order approved a rider to recover environmental remediation expenses related to manufactured gas plant sites. AGL ERCR Order at 1. While PIA Staff is correct that this case involved the recovery of expenditures to address an environmental liability without full carrying costs, the case has little to no bearing on PIA Staff’s proposal for several reasons. Unlike PIA Staff’s proposal here, the cited case involved the Commission’s approval of a settlement agreement. AGL ERCR Order at 2. A utility’s agreement to forego carrying costs in exchange for other concessions does not indicate that the arrangement reached can or should be unilaterally imposed on the same utility in the future, let alone a separate utility in a different industry. Settlement agreements reflect a give and take among the parties to obtain a mutually agreeable outcome. The AGL ERCR Order contained many other provisions that must be considered in the context of the settlement agreement. For example, the settlement agreement limited challenges that the parties could bring regarding pre-1991 manufactured gas plant operations, waste disposal, and decommissioning activities and set an allocation of proceeds from insurance claims. AGL ERCR Order Appendix 1 at 8-9. In contrast to the AGL ERCR Order, PIA Staff’s proposal to limit the financing cost for CCR ARO compliance costs in this case is not part of a mutually agreed resolution of issues. Consequently, the AGL ERCR Order offers no precedential value for reducing the carrying costs applicable to the Company’s CCR ARO compliance costs.
	Similarly, the application of short-term debt rates for over- or under-recovered amounts in the context of fuel cost recovery provides no support for GIG/GAM Witness LaConte’s position. (See Tr. 1880.) Unlike the over- or under-recovered fuel balances, CCR ARO compliance costs include rate base investments that are entitled to full carrying costs. (Tr. 2641.) Financing long-term expenses that will occur over many decades using short-term debt is not in the best interest of either the Company or customers. (Tr. 2713.) Customers benefited from the electricity generated from coal plants for decades, and coal ash is a necessary by-product of coal-fired generation. (Tr. 2641.) Moreover, customers continue to benefit from the Company’s coal-fired generating plants and their associated ash ponds. Plants Bowen, Wansley and Scherer are three of the Company’s largest coal plants that all continue to operate and serve customers today. Further, the Company applies short-term debt to non-rate base assets in two instances. First, the short-term debt is applied to the fuel balance. Second, it is applied to construction work in progress (CWIP). (Id.) Therefore, there is no short-term debt left to apply to CCR ARO costs.
	The three rationales that PIA Staff provided for the Commission’s consideration regarding the financing of CCR AROs do not justify the application of a lower financing rate. PIA Staff’s three rationales are that CCR AROs (1) do not provide energy or capacity, (2) place a burden on customers without offsetting benefits, and (3) will be recovered in a timely manner under PIA Staff’s recommended recovery period. (Tr. 1213.) PIA Staff has not suggested that the Company failed to comply with environmental regulations and has not proposed a prudency disallowance. (Tr. 1391, 1400.) These three rationales do not provide sufficient justification for setting financing costs at a level other than the Company’s actual cost of capital.
	The first reason advanced by PIA Staff is that CCR ARO expenditures do not provide energy or capacity. (Tr. 1213.) PIA Staff believes that the Commission “can take this into consideration” but does not know of any legal requirement that the expenditure provide energy or capacity. (Tr. 1396-97.) In order to run its business, however, the Company is required to make numerous capital investments that do not directly provide energy or capacity. (Tr. 2638.) Examples include materials and supplies, operating headquarters, and environmental controls. (Id.) PIA Staff acknowledged that additional items such as transmission towers, substations, distribution poles, wires, transformers, environmental investments, bag houses, and scrubbers are “absolutely necessary.” (Tr. 1398.) Witness Smith attempted to clarify that additional capital investments such as the customer service center are different because they are “providing customer service.” (Tr. 1397-98.) Georgia Power is unaware of any requirement under Georgia law that a capital investment must provide energy or capacity – or “customer service” for that matter – in order for Georgia Power to receive full recovery of financing costs. Moreover, compliance with environmental regulations is required for the Company to continue operating its business and providing service. (Tr. 2638-39.) Consequently, whether CCR ARO compliance costs provide “energy or capacity” should have no impact on the financing rates that are applied to these necessary expenditures.
	PIA Staff’s second reason is that CCR ARO compliance costs represent a burden to customers with no offsetting benefits. (Tr. 1213.) PIA Staff acknowledged that environmental regulations relating to coal ash have changed over time and that the Company has complied with regulations in its handling of coal ash. (Tr. 1400.) The Company has operated its coal fleet to provide reliable and affordable electricity to customers for almost 90 years. (Tr. 2638.) Coal ash is an inherent byproduct of coal-fired electric generation, and handling coal ash in compliance with environmental regulations allows the Company to continue to operate its business. (Tr. 2638-39.) 
	PIA Staff’s third rationale relates to PIA Staff’s adoption of a three-year recovery period for CCR ARO compliance costs. (Tr. 1213.) While shorter amortization periods decrease the overall cost of the required financing, the use of a shorter amortization period does not reduce the cost to the Company of financing these amounts during that period. (Tr. 2639.) Georgia Power’s costs to finance its capital investments do not vary as a function of the recovery periods, and PIA Staff is not free to ignore the cost of financing simply because the costs will be recovered over a shorter period. Therefore, this rationale does not provide adequate justification for PIA Staff’s proposal to apply the cost of long-term debt to CCR ARO compliance costs.
	The Company’s CCR ARO compliance costs are rate base investments and are therefore entitled to the Company’s full cost of capital. (Tr. 2641.) The return on equity is a portion of the true cost of financing the Company’s investments. (See Tr. 2637.) Setting a carrying cost for a particular investment of anything less than the WACC, other than in the context of an agreement, represents a de facto disallowance of a prudent and necessary cost without the requisite finding of imprudence. (Tr. 2641.) The Commission should reject PIA Staff and Intervenor recommendations to apply different financing rates to CCR ARO compliance costs.
[bookmark: _Hlk26111622]3.	The Commission should adopt the three-year recovery period proposed by the Company and agreed to by PIA Staff.	
	PIA Staff and the Company are in agreement that a three-year recovery period is appropriate. (Tr. 1401.) Witness LaConte proposes a 25-year recovery period, but Ms. LaConte has not done any analysis regarding how this recommendation would affect the Company’s cash flows, credit metrics, or how much more it would ultimately cost customers (Tr. 1910-11.) A three-year recovery period provides timely recovery of these costs and mitigates the initial impact on customers’ rates. (Tr. 2644.) The 25-year recovery period proposed by Witness Laconte will adversely affect the Company’s cash flow and credit metrics, as well as increase the under-recovered balance, thereby increasing costs to customers. (Id.) Therefore, the Commission should adopt the three-year recovery period recommended by PIA Staff and the Company.
4.	Including contingency in the Company’s estimates for CCR AROs and the ECCR tariff is not only consistent with the Company’s past practice but best practice in the industry for large, non-routine projects like those included in this case.
	The Commission should approve recovery of the Company’s estimates, including the contingency amounts, for CCR ARO compliance costs and for the ECCR tariff. Contingency is “an essential component of a comprehensive and transparent cost estimate.” (Tr. 2642.) The inclusion of contingency in the Company’s estimates is consistent with industry practice for large, capital-intensive projects, and its inclusion mitigates risk, maintains cost stability, and allows for a transparent estimating process. (Id.) In short, the Company’s contingency estimate is part of what the Company estimates it will cost to complete these projects; therefore, the contingency amounts are appropriately included in the Company’s CCR ARO and ECCR projections.
	PIA Staff’s recommendation represents a deviation from this Commission’s past practice. The Commission has previously approved contingency amounts for ARO and ECCR projects. (Tr. 2643.) These contingency amounts represent “an appropriate construction pricing forecasting methodology that the experts that [the Company] had in the IRP panel addressed.” (Tr. 283.) PIA Staff acknowledged that “[i]t’s common for contingencies to be included in cost instruments.” (Tr. 1412.) 
	PIA Staff’s recommendation assumes incorrectly that there is a high probability that project costs will be less than the Company’s total project cost estimates. (See Tr. 1209.) In reality, the Company’s estimates were developed in such a way that there is a reasonable possibility that actual costs may not be greater than the total cost estimate, so long as contingency is included in the estimate. (Tr. 2643.) If contingency is removed, the probability that actual costs will exceed projections increases substantially. PIA Staff’s removal of contingency amounts from the Company’s request for CCR ARO recovery was not based on a detailed review or analysis of the Company’s cost estimates. Rather, PIA Staff simply “removed the contingencies that the company identified in response to staff discovery.” (Tr. 1413.) The Company expects that the contingency amounts will be needed to complete the CCR ARO projects. (Tr. 2643.) Because the contingency amounts are part of the Company’s current estimate for what the projects will cost, based on a transparent methodology, these contingency amounts should be included in the Company’s estimates.
	With respect to CCR ARO compliance costs, the Company ultimately will only collect what these projects actually cost. (Tr. 2643.) The inclusion of contingency amounts in these estimates makes it more likely that the Company will avoid an under-recovery in the future, but its inclusion does not provide a windfall to the Company. (See id.) In fact, any over- or under-recovery will be deferred in a regulatory liability or asset (respectively) for the Commission to consider in the future. (Id.) 
	Inclusion of the contingency amounts is consistent with the Commission’s precedent, recognizes the Company’s full cost estimate, and decreases the likelihood that the Company will be in an under-recovered position as the CCR ARO projects progress. Therefore, the Commission should approve the Company’s cost estimates for CCR ARO costs and for the ECCR tariff without modification.
[bookmark: _Hlk26111629]	5.	The Commission should reject Intervenor recommendations for separate proceedings or alternate recovery mechanisms for the Company’s CCR ARO compliance costs.
	The Commission should reject the alternate review mechanisms proposed by Ms. Wilson, Mr. Blank, and Mr. Pollock regarding the recovery of CCR ARO costs. The Company ultimately will collect only the actual cost of these projects, with customers being made whole for any overcollection. (Tr. 2643.) Additionally, the Company will provide semi-annual reports to the Commission regarding CCR ARO compliance efforts, as ordered by this Commission in the Company’s 2019 2019 Integrated Resource Plan proceeding, Docket No. 42310 (“IRP”). (Tr. 2644.) The establishment of an additional rider or review process will be burdensome to the Commission, the Company, and its customers, and is unnecessary. (Tr. 2644-45.)
[bookmark: _Hlk26111636]6.	Georgia Power’s Environmental Compliance Strategy (“ECS”), including the plan to close the Company’s ash ponds and landfills, was approved in the Company’s 2019 IRP and the only outstanding issue for determination in the rate case is how to appropriately recover costs, including the recovery period and mechanism.
	The Company’s ECS is not at issue in this case, and the Commission should not address issues in the present proceeding that were already resolved in the Company’s 2019 IRP. The IRP was the appropriate forum to consider the Company’s plans to comply with current and proposed environmental regulations. The Company presented its plan for environmental compliance in the 2019 IRP in accordance with Commission Rule 515-3-4-.04(1)(c). The Commission has already considered and approved the Company’s ECS in its Final Order Adopting Stipulations as Amended in Georgia Power’s 2019 IRP proceeding:
The Company’s Environmental Compliance Strategy (“ECS”) is approved. This includes specific approval of the Company’s plans to address coal combustion residuals (“CCR”) at the Company’s ash ponds and landfills. Stipulating Parties acknowledge that projected CCR compliance cost have been reviewed in this case, but agree that it is not necessary for the Commission to approve a specific budget for CCR compliance in this IRP proceeding. The Parties agree that the Company will seek recovery of such costs in its 2019 base rate case. The PIA Staff reserves the right to challenge the Company’s request in the 2019 base rate case, including, but not limited to, the period over which they are recovered and the method by which they are recovered. To ensure the Commission is updated on CCR compliance efforts the Company will provide semi-annual reports to the Commission. The Company and Commission Staff will collaborate upon the schedule and content of such reports. The Company will also file the ECS annually with the Commission no later than March 31st of each year. 
2019 IRP Order Adopting Stipulation, Stipulation Para. 16.	
	Sierra Club is the only party in this proceeding that filed testimony questioning Georgia Power’s compliance with state and federal environmental regulations. (See Tr. 2292.) However, Sierra Club Witness Wilson acknowledged on cross examination that her testimony does not challenge the Commission’s approval of the ECS. (Tr. 2345.) Therefore, the Commission should give Witness Wilson’s testimony no weight in this proceeding to the extent that it delves into whether the Company is or will be in compliance with state and federal environmental rules, as the ECS has already been approved. 
	Notwithstanding Witness Wilson’s testimony, however, Georgia Power is in compliance with federal and state CCR rules. (Tr. 2645.) Sierra Club correctly asserts that the Georgia Environmental Protection Division (“EPD”) has not issued permits for Georgia Power’s ash pond closures and landfills. (Tr. 2308.) Ms. Wilson’s opinion that Georgia Power’s closure plans cannot be determined to be compliant with state law until Georgia EPD issues permits, regardless of what information is contained in the permit applications, is overly narrow. (Tr. 2338.) First, Georgia Power cannot delay work to wait for final approval of these permits due to the stringent regulatory deadlines within these rules. (Tr. 2646.) Second, Georgia Power currently has dual compliance obligations under the federal and state CCR rules and the federal CCR rule does not contain a permitting requirement. (Tr. 2646.) Third, Ms. Wilson has not conducted a review of the Company’s permit applications, such as the application for Plant Bowen (Tr. 2325), in her evaluation of the Company’s closure plans. 
	Ms. Wilson’s testimony relies heavily on the opinions and analysis of a third party, Mark Quarles, which is presented in Exhibit RW-4 to Ms. Wilson’s testimony (“Quarles Report”). (See, e.g. Tr. 2285, 2300-05.) Witness Wilson’s conclusions regarding Georgia Power’s compliance with CCR regulations rely on Mr. Quarles’ judgment. (Tr. 2323.) The Commission should give no weight to the Quarles Report or to Ms. Wilson’s testimony to the extent that it relies on the Quarles Report. Ms. Wilson did not conduct an independent review of Georgia Power’s CCR practices (Tr. 2319) and Mr. Quarles did not file testimony in this proceeding. (Tr. 2320.) While counsel for Sierra Club points out that Mr. Quarles’ report has been provided to Georgia EPD, (Tr. 2324), that regulatory body will make the ultimate determination whether Georgia Power’s closure plans comply with the state CCR rule, not this Commission. Consequently, the Commission should afford Ms. Wilson’s testimony and the Quarles Report no weight on the issue of whether Georgia Power is in compliance with environmental regulations. 
	The Commission should similarly disregard Sierra Club’s recommendations that the Commission disallow recovery of past and future CCR costs due to Sierra Club’s position that the Company has not provided sufficient cost detail. (See Tr. 2308-09.) The fundamental problem with this assertion is that Sierra Club’s witness has not conducted a sufficient review of the available information. (See Tr. 2335-36.) Notably, neither PIA Staff nor any witness in this proceeding other than Ms. Wilson challenged the sufficiency of the information provided by the Company. (See Tr. 2336.) Ms. Wilson did not conduct a thorough review of the information available regarding Georgia Power’s closure plans. While Ms. Wilson testified that she “[has] not looked at every document,” (Tr. 2344), she had not even reviewed the Company’s closure plans that the Company made available to Sierra Club, in response to Sierra Club’s request for the information. (Tr. 2335-36.) It is inappropriate for Sierra Club to challenge the sufficiency of the cost detail for Georgia Power’s closure plans and CCR costs when Sierra Club’s witness has not even reviewed the extensive cost and budget information Georgia Power made available to Sierra Club at Sierra Club’s request. (See Tr. 2335-36.) The Company provided cost estimates in the IRP along with updates requested by PIA Staff during the rate case proceeding. (Tr. 1389-90.) Ms. Wilson’s assertion that the Company has not provided enough cost detail is more reflective of the limited information reviewed by Ms. Wilson rather than any insufficiency in the information that Georgia Power made available. Therefore, the Commission should reject Ms. Wilson’s cost sufficiency recommendations.
[bookmark: _Hlk26339292]	With respect to Ms. Wilson’s other recommendation for a request for proposals (“RFP”) regarding the beneficial reuse of coal ash, her proposal ignores the fact the Company is already reviewing the potential to include beneficial reuse projects in certain closure plans for the benefit of customers. (See Tr. 153.) Ms. Wilson’s RFP proposal is unnecessary and not warranted due to the efforts already being undertaken by the Company. Additionally, Witness Wilson filed testimony in the Company’s 2019 IRP and failed to raise any issue in that proceeding as it related to coal ash or the Company’s ECS. The IRP was the appropriate forum to address concerns related to the Company’s compliance methods. Therefore, the Commission should reject Ms. Wilson’s specific recommendation for an RFP regarding the beneficial reuse of coal ash in this case and approve the Company’s cost estimates for rate recovery.
	The Company’s ECS and compliance with state and federal CCR rules are not at issue in this case. Sierra Club’s recommendations in this case represent a poorly disguised attempt to relitigate many of the issues surrounding the Company’s coal ash management that were decided by this Commission in the 2019 IRP. PIA Staff and the Company are in agreement that the Company should recover CCR ARO costs. (Tr. 1401-02.) The Commission should reject all of Sierra Club’s recommendations and find that the Company’s past and future CCR ARO costs are appropriately supported by the evidence in this case.
[bookmark: _Hlk26111645]E.	The Commission Should Reject Most of PIA Staff’s Revenue Requirement Adjustments.
1.	The Commission should reject PIA Staff’s recommendation to use the test period revenue requirement to set rates in the first year of the three-year ARP.
	The Company has included in its filing both the test period revenue requirement and the revenue requirements for each plan year 2020 through 2022. (Tr. 202.) However, the Company supports setting the rates in the first year of the proposed ARP based on the revenue requirement for 2020. As compared to the test year, which combines five months of 2019 and seven months of 2020, the revenue deficiency calculated for the calendar year ending December 31, 2020, reflects a more accurate depiction of the costs the Company will incur in its first year under a new ARP when the new rates are effective. (Tr. 2632.) Determining the revenue deficiency in this manner reduces regulatory lag. (Id.)
	In addition, based on the Company’s Errata filing, the projected revenue deficiency based on the traditional test period is $197.8 million, whereas the projected revenue deficiency for 2020 calendar year is $356.0 million. (Id.) The revenue deficiency difference between these two timeframes illustrates that basing the year one rate increase on the split test period’s revenue deficiency amount creates a revenue shortfall of $158.2 million in the very first year of the three-year period. (Id.) Setting rates based on the test period would not permit the Company to timely recover its prudently incurred costs in serving customers. Therefore, the Commission should reject PIA Staff recommendations to use the test period revenue requirement to set first year rates in 2020.
[bookmark: _Hlk26111679]2.	The Commission should reject PIA Staff and GIG/GAM recommendations to use any revenue sufficiency to accelerate recognition of deferred costs or to amortize a portion of CCR ARO compliance costs. 
	Georgia Power’s proposed case does not have a projected revenue sufficiency in 2020 to apply to deferred costs or CCR ARO compliance costs as proposed by PIA Staff and GIG/GAM, respectively. (Tr. 2633.) As such, the Commission should reject PIA Staff and GIG/GAM’s recommendations to apply any revenue sufficiency to accelerate recognition of deferred costs or to amortize a portion of CCR ARO compliance costs. Nevertheless, as stated in the Company’s rebuttal testimony, the Company generally agrees with PIA Staff’s concept of applying revenue sufficiency, if any, to certain regulatory assets for maintaining rate stability for the customers. (Id.)
[bookmark: _Hlk26111684]3.	In the interest of greater rate stability, the Commission should adopt the Company’s proposed levelized rate increase rather than the step increase proposed by PIA Staff.	
	As part of its recommended ARP, the Company proposed a levelized approach to balance the benefit to customers from three years of stable and predictable rates with the Company’s need to recover its projected revenue deficiency. (Id.) Such levelization provides customers a beneficial tool when budgeting for utility costs and provides the Company a predictable revenue stream. A levelized approach to rate increases shifts economic risks to the Company by insulating customers from the impacts of a possible downturn in the sales forecast or cost increases. (Id.) This approach makes practical sense as the Company is better equipped to manage negative economic factors that impact the cost of running the business, as opposed to asking customers to shoulder the impacts, which would occur with increased rates under step increases. 
	In contrast, the step increase approach recommended by PIA Staff would increase customer rates in each of the next three years. Although an annual increase would result in a lower than requested projected revenue requirement for 2020, the increases for 2021 and 2022 would be greater than the levelized amount recommended by the Company. (Tr. 2633-34.) Such fluctuation in projected costs year-to-year creates uncertainty for customers. The Company and PIA Staff agree that rate stability is in the best interest of customers. (Tr. 1188, 2634.) However, unlike PIA Staff, the Company supports levelizing the proposed increases over the three-year ARP period to better achieve predictability and rate stability for customers over the three-year duration of the ARP. Nevertheless, the Company acknowledges that it is a policy decision of this Commission to determine how best to implement any rate increase.
[bookmark: _Hlk26111708]4.	Electric Vehicle (“EV”) charging facilities benefit Georgia Power customers and the state and the Commission should authorize Georgia Power to recover the cost of continuing to support the advancement of these electrotechnologies. 
	Since 2014, the Company has deployed EV charging infrastructure throughout the state to bring greater awareness to the benefits of driving electric, including both economic savings and environmental impact, as well as enabling the growth of EVs in Georgia. (Tr. 2648.) The EV chargers were installed to help the Company respond to the evolving needs and expectations of its customers, including expanded access points for customers to charge electric vehicles. Georgia Power’s deployment strategy connects communities across the state through corridor chargers and serves the infrastructure needs of existing drivers in high-adoption regions. (Id.)
	The Company acknowledges that cost recovery for these chargers is a matter of Commission policy. (Tr. 2649.) The costs for the Company’s EV program, including increasing the number of EV charging facilities along major corridor routes, serve and support Georgia Power’s customers and should be recovered in rates. The Company’s position on this issue has been consistent since the Company launched its initial EV pilot. Despite agreeing to remove EV charging facility costs in its Annual Surveillance Report (ASR) proceedings since the 2013 case, the Company believes such costs are appropriately considered in this case and should be recovered through rates. The Commission has approved the recovery of costs for EV chargers located on Company premises and should permit the Company to also recover the costs of its EV charging facilities supporting Georgia Power customers and communities across the state. (Tr. 2649.)
[bookmark: _Hlk26111718]5.	The Commission should not adopt PIA Staff’s request to investigate and audit the Company’s deferred storm damage account balance in a separate proceeding.
	It is unnecessary to initiate a separate review or audit of the Company’s deferred storm damage cost balance. Existing internal and external review channels provide sufficient opportunity for the Company and Commission to audit the Company’s storm damage account balance. Internally, employees follow the Company’s storm damage accounting guidelines to classify appropriate storm damage expenses, which are subject to multiple levels of review. (Tr. 2656.) The Company also conducts a periodic internal audit on the storm damage expenses to ensure that the appropriate controls and processes are in place and operating effectively. (Id.)
	The ASR process affords the Commission a regular and appropriate forum to examine and question Company expenses, including storm damage costs. (Id.) PIA Staff’s vigorous participation in the Company’s base rate cases, as demonstrated in the current case, provides ample opportunity for Commission Staff to review and validate the accuracy of expenses charged to the storm damage regulatory asset account. In fact, the Company has responded to approximately 30 storm damage cost-related data requests from Commission Staff in the last six ASR reviews and this base rate case filing. (Id.) An additional separate investigation or audit of storm damage costs by Commission Staff would be redundant, time consuming, overly burdensome, and costly to the Commission, the Company, and customers. 
	Finally, an additional investigation is unnecessary because the Commission can resolve issues regarding Georgia Power’s storm damage costs in this case. First, PIA Staff adopted the Company’s proposed storm damage charges for the test year and plan year. (Tr. 1243.) Second, the Company agrees with PIA Staff’s recommendation to use actual charges for January 2019 through June 2019 for the December 31, 2019 deferred storm damage cost balance rather than the projected estimates provided in the Company’s filing. (Tr. 1244.) Third, PIA Staff has not proposed any storm cost disallowance in this case or in any of the ASR review processes since the 2013 rate case. (Tr. 2656-57.) Therefore, no outstanding question or request for action regarding the Company’s deferred storm damage account balance or projected storm damage charges is before the Commission in this docket.   
[bookmark: _Hlk26111735]6.	The Commission should reject DOD Witness Blank’s proposal to recover storm damage costs through an annual deferred cost recovery mechanism and storm damage recovery rider.
	Adopting Witness Blank’s recommendation to separately recover storm damage costs through a storm damage rider and annual cost recovery mechanism would (1) inappropriately keep Georgia Power in an under-recovered position, (2) unnecessarily depart from past Commission precedent, and (3) result in single issue ratemaking. Recovering the Company’s storm damage costs in this manner might also lead to volatile and less certain rates, which would be contrary to the goals of an ARP. If Witness Blank’s proposed storm recovery rider proposal was adopted, the Company would receive its requested three-year recovery of the current regulatory asset balance from past storms and require that the Company annually file for Commission approval to reset the rider to include recovery of storm damage costs incurred during the past year. (Tr. 1018.) However, Witness Blank’s proposal creates significant regulatory lag and actually prevents timely recovery of the Company’s storm damage costs, which is not an approach the Company supports.  
	Further, similar to CCR ARO compliance cost accounting, the Company already separately tracks storm damage costs, and any over- or under-recovery of actual storm damage costs incurred compared to the amounts included in rates are deferred to a regulatory liability or asset, respectively. This treatment is consistent with past precedent and Witness Blank has not provided sufficient evidence for this Commission to depart from the Commission’s current approach. If the Company’s proposal to increase its projected storm damage costs and amortize the balance of the deferred storm damage account is adopted, it could avoid the possible accrual of large regulatory asset balances going forward that Witness Blank aims to achieve. Finally, the Commission should not adopt the recommendation to recover storm damage cost through a separate rider because it inappropriately steers the Company and the Commission toward single issue ratemaking which is not characteristic of the Commission’s general ratemaking policy.
[bookmark: _Hlk26111744]7.	The Commission should not adopt PIA Staff’s recommendation to alter this Commission’s approved ratemaking treatment for the Company’s Plant Kraft Donation to the Georgia Ports Authority.
	The Company plans to comply with the Commission’s October 16, 2018 Order Approving Donation of Tract-1 Land at Plant Kraft in Docket No. 36989, which approved the Company’s donation and proposed accounting treatment for the Plant Kraft land. (Tr. 2657.) No evidence provided in this case justifies alternate treatment. Despite acknowledging the lack of gain or loss on the donation of the Plant Kraft land, PIA Staff recommends that the Commission direct the Company to apply some of the donation-related tax savings to address the Plant Kraft Ash Pond clean-up costs. (Tr. 1249-50.) Other than stating that Plant Kraft land benefitted from ash pond clean-up, which is required under environmental regulations (see Tr. 1250, 2657-58), PIA Staff provides no justification for deviating from the Commission’s October 16, 2018 Order Approving Donation of Tract-1 Land at Plant Kraft in Docket No. 36989 or from the standard accounting treatment of recording the tax benefit of the donations below the line for ratemaking purposes. The Commission should reject PIA Staff’s proposal to apply the tax savings from the donation to customers contrary to standard accounting principles.
	In addition, the Commission should reject PIA Staff’s alternative recommendation to place the cost of ash pond remediation costs on shareholders if they are permitted to retain the full benefit of the land donation. (Tr. 1250.) Again, such treatment is contrary to standard accounting principles and contradicts a fundamental ratemaking tenet of aligning customer benefits with customer costs. Although Plant Kraft is now retired, the plant served customers with reliable and affordable electricity for more than 55 years. The Company must comply with environmental regulations, including federal and state CCR rules for all ash pond and landfill closures. (Tr. 2657.) Donating a portion of Plant Kraft land does not excuse the Company from its legal obligation to comply with environmental rules at Plant Kraft. The Plant Kraft CCR ARO compliance costs (1) are required to meet environmental regulation obligations like any other plant, (2) are appropriately borne by customers, and (3) should not be treated differently than other CCR ARO compliance costs incurred by the Company.
[bookmark: _Hlk26111751]8.	The Commission should not adopt PIA Staff’s proposal to limit the time land and land rights are classified in Plant Held for Future Use (“PHFFU”) to 15 years or require the Company to evaluate moving certain PHFFU items to non-utility property.
	PIA Staff recommends that PHFFU held for more than 15 years be removed from rate base until it is placed into service out of a concern that the extended expected use dates for the land held in PHFFU continues to increase annual costs to customers of holding property in PHFFU. (Tr. 1254-55.) Although the Company understands PIA Staff’s concerns, the cost to customers could be greater if the Company waited to obtain the same or similar land in the future. Land is a limited resource that generally appreciates in value over time. In addition to being more expensive in the future, the land required for future projects may be unavailable when needed because of other development. As land availability becomes more constrained, future land acquisitions are more likely to be obtained through condemnation, which is the Company’s least preferred method of securing land and land rights. (Tr. 2658.) The benefits to holding certain land in PHFFU outweigh the current costs to customers and hedge against higher future costs and availability concerns. 
	The Company acknowledges that there must be a definite plan for future use in electric service for land to be included in PHFFU. (Id.) Although the need date for several items currently held in PHFFU has changed, the Company’s future plan and need for the land has not. Much of the land at issue was acquired between 2002-2009 for transmission expansion necessary to serve the State reliably under the then-forecasted energy and customer growth projections. (Id.) During this period, the United States was hit with a significant economic downturn, which delayed but did not eliminate the need for those assets. (Id.) The Company has a continued need for each land or land right item included in PHFFU and PIA Staff’s proposed 15-year limitation would constrain the Company’s ability to plan for customer needs and adjust to changing economic conditions.  
	Moreover, the Company monitors the plan and continued need for each PHFFU item regularly. In fact, the Company classifies land and land rights in accordance with FERC guidelines and reviews the items included in PHFFU for compliance with those guidelines on a quarterly basis. (Tr. 2659.) As shown in GPC Exhibit 44 (DPP/SPA-2), the Company has classified 35 items as PHFFU since the Company’s 2013 base rate case. (Id.) Of those 35 items, 17 items were removed from PHFFU, while nine items were added to PHFFU. (Id.) This activity demonstrates that the Company is using the PHFFU account as FERC intended and is already self-monitoring the inclusion of land and land rights in PHFFU. Therefore, PIA Staff’s proposed 15-year limit on PHFFU is an unnecessary and arbitrary time constraint on PHFFU. Finally, with the regular review of the items included in PHFFU, it is unnecessary to require the Company to evaluate whether land like Stewart County should be transferred from PHFFU to non-utility property. The Company is already conducting this type of evaluation and to require it to do more would be redundant and add unnecessary administrative time and costs to the process.
[bookmark: _Hlk26111758]9.	The Commission should reject PIA Staff’s proposed alternate methodology for sharing gains and losses on the disposition of utility land including PHFFU.
	PIA Staff recommends that gains and losses on the sale of land held in PHFFU be shared with ratepayers based on the amount of time the land was held in PHFFU compared to the total time the land was held by the Company up to a maximum sharing of 80% for customers. (Tr. 1255.) The Company does not support PIA Staff’s proposed sharing ratio or the justification for sharing gains or losses on land dispositions with customers. The Company continues to support and follow the accounting guidance contained in the Code of Federal Regulations (“CFR”), which provides that any gains or losses from the disposition of such property prior to its use in service should be recorded above-the-line. (Tr. 2660.) Customers pay for the costs to maintain land and a reasonable carrying cost on the land, however, they do not pay for the cost of the land itself. (Id.) Customers benefit from the Company procuring land for projects to be completed in the future (PHFFU) and the Company agrees with the FERC guidance on this point.
	In addition, use of property for retail electric service and paying the associated costs for that use does not grant customers a right to the proceeds from the sale of that property upon the end of its useful life in serving customers. (Id.) This view is consistent with the CFR treatment of the disposition of land formerly in electric plant in service. Further, land goes into rate base at its original cost and is not depreciated, nor can the Company recognize the appreciated value of the land in rate base. (Id.) The Company assumes the risk for any gain or loss on land used to serve customers. This view is consistent with the Commission’s historical treatment of land. 
	Notwithstanding the Company’s position that following the existing CFR accounting guidance pertaining to gains and losses on the disposition of utility land is still appropriate, if the Commission is inclined to impose a sharing of gains and losses on the sale of utility property, it should adopt the Company’s proposed sharing mechanism in lieu of that proposed by PIA Staff. The Company only proposed a sharing mechanism to split the gains or losses on the sale of land with customers in an effort to accommodate concerns raised recently by Commission Staff. The Company’s proposal would share 20% of any gain or loss on land sales with customers. (Tr. 2660.) However, PIA Staff’s proposal for sharing up to 80% with customers using the ratio of time land has been included in PHFFU compared to total time held by the Company strays too far from FERC accounting guidance. It is unclear if PIA Staff’s proposed sharing mechanism is intended to apply to land not classified as PHFFU, although the proposed ratio would be unworkable for sales of land never held in PHFFU. PIA Staff’s proposed sharing mechanism creates an unnecessary administrative burden on the Company and would produce inconsistencies in the ratemaking treatment for various land sale transactions. In contrast, the Company’s proposed sharing of gains and losses on the disposition of utility property is a more straightforward 20/80 split between customers and the Company as applied to all future utility land sale transactions, regardless of whether the land was previously classified as PHFFU.
[bookmark: _Hlk26111766]10.	The Commission should reject PIA Staff’s proposal to adjust the Company’s projected property taxes for the test year and years 2020 through 2022 to reflect tax true-ups.
	The Company’s revenue requirement appropriately includes the projected property taxes Georgia Power will pay during the test year and plan years 2020 through 2022. PIA Staff has proposed to decrease the projected amount needed for property taxes to reflect the average value of historical property tax true-ups over the past seventeen years. (Tr. 1235-36.) PIA Staff’s proposed adjustment assumes that the projected annual property tax true-up will be estimable and favorable. However, the Company cannot forecast with any certainty the value or direction of the potential property tax true-ups that it may receive year over year. True-ups, by nature, are unpredictable on a year-to-year basis because actual millage rates and assessed values are undeterminable when accruals are recorded. (Tr. 2649.) If they could be reasonably predicted, the Company would not need to record true-ups for property taxes since they would be accrued in the current year for any estimated future true-ups. 
	In addition, PIA Staff’s proposed adjustment inappropriately uses the historical average of the true-ups over the last 17 years as the basis for the adjustment. (Id.) Many of the prior year property tax true-ups were due to positive outcomes from appeals the Company pursued, which do not occur regularly or succeed with any predictability. (Tr. 2649-50.) Each of the Company’s prior appeals were specific to the asset and circumstances at issue. It would be inappropriate to assume the Company’s projected property taxes should be reduced by the same levelized amount in each of the plan years 2020 through 2022 based on uncertain and asset specific outcomes unless PIA Staff independently analyzed and assessed the likelihood of success on the merits of each appeal. As such, the Commission should reject PIA Staff’s proposed adjustment to the Company’s projected property taxes. 
[bookmark: _Hlk26111772]11.	The Commission should reject PIA Staff’s proposal to remove stock-based compensation and the associated payroll taxes from the Company’s revenue requirement.
	The Company’s budgeted costs to attract, retain and engage employees are expenses that arise in the ordinary course of the Company’s business and appropriately should be included in the Company’s revenue requirements and recovered in retail rates. Customers benefit from a financially healthy company, which should be measured over the short- and long-term to ensure that the decisions made by the Company are optimized for both short- and long-term benefits. By designing the Company’s at-risk stock-based portion of the total compensation plan to include longer-term goals, the Company achieves an appropriate balance that motivates employees to deliver safe and reliable electric service to our customers in a manner that is economically efficient both now and in the years that follow.
	PIA Staff’s proposed disallowance of expenses for the Company’s stock-based compensation program is not based upon any supporting data or market analysis that the Company’s expenses are excessive or that the programs are not competitive with the external market. The Company’s long-term at-risk compensation program is comparable to and competitive with the utility industry. (Tr. 2651.) Long-term at-risk compensation is not an adder to otherwise competitive compensation but rather an integral component of employee total compensation. (Tr. 2651-52.) As an employee’s total compensation increases with greater responsibility for the direction and performance of the Company, an increasing proportion of total compensation is shifted to long-term at-risk compensation. To remove this component of compensation would result in total compensation that is significantly below market. (Tr. 2652.) With below-market compensation, it would be undoubtedly difficult for the Company to maintain its high levels of reliability and customer service if the Company’s compensation plans did not adequately attract, retain and motivate its employees. (Id.)
	Further, disallowing recovery of stock-based compensation as proposed by PIA Staff could force the Company, in an effort to align with market compensation, to reconsider the structure of its entire incentive program to remove long-term at-risk compensation in favor of more base pay or short-term at-risk pay. (Tr. 2653.) Moving at-risk pay to base pay would not be in the best interests of customers, however, as it would encourage employees to focus solely on short-term operational performance with no balance or accountability to long-term operational costs and efficiencies. (Id.) This would diminish incentives to employees to improve operational performance and customer satisfaction regardless of the financial cost to do so. The Company strongly believes that such an imbalance between short-term and long-term compensation would be detrimental to customers and would lead to higher future rate increases with little to no benefit or improvement to operations.
	While it is true that the Company previously agreed to remove stock-based compensation for the duration of the then-current ARP as part of a negotiated settlement of the 2013 Rate Case, the Company’s prior settlement position should not be used to imply that the Company supports the exclusion of stock-based compensation as a matter of principle. (Tr. 2650.) The Company’s total compensation plan, including stock-based at-risk compensation, is market competitive and appropriately balances operational with financial focus for both the short-term and longer term to drive employee behavior in ways that balances the interests of customers and shareholders alike. (Id.) The Company’s stock-based compensation is a cost incurred to safely and reliably serve customers and is appropriately included in rates. The Commission should reject PIA Staff’s recommendations to remove stock-based compensation from rates.
	By extension, the payroll tax expenses associated with stock-based compensation are also prudently incurred costs associated with providing safe and reliable service to customers that should be recovered from customers. Therefore, the Commission should not adopt PIA Staff’s adjustment to exclude the payroll tax expenses associated with the stock-based compensation. In addition, employees who are eligible for the Company’s stock-based compensation programs likely have annual salaries above the projected Federal Insurance Contributions Act (FICA) threshold. (Tr. 2655.) Therefore, it is appropriate to apply only the Medicare portion of payroll tax to the stock-based compensation expense when calculating the applicable payroll tax expense adjustment.
[bookmark: _Hlk26111781]12.	The Commission has already determined the appropriate ratemaking treatment for the Company’s Stewart County site investigation costs.
	It is unnecessary to propose alternate recovery options for future nuclear site investigation costs as PIA Staff has done because the Commission has already determined the appropriate ratemaking treatment for these costs. The Commission’s Final Order in Docket No. 40161 approved recovery for up to $99 million for costs related to the investigation of future nuclear generation at Stewart County. Order Adopting Stipulations, Docket No. 40161, Georgia Power Company’s 2016 Integrated Resource Plan and Application for Decertification of Plant Mitchell Units 4A and 4B, Plant Kraft Unit 1 CT, and Intercession City CT (August 2, 2016) at 12. The Company spent $49 million prior to ceasing its investigation activities and putting the Stewart County site into a preserved state. (Tr. 2661.) Pursuant to the Commission’s March 7, 2017 Order in Docket No. 40161, the Company appropriately included this $49 million in its revenue requirement for rates effective January 1, 2020. See Order Regarding Steward County Site Investigation, Docket No. 40161, Georgia Power Company’s 2016 Integrated Resource Plan and Application for Decertification of Plant Mitchell Units 4A and 4B, Plant Kraft Unit 1 CT, and Intercession City CT (March 7, 2017). PIA Staff does not disagree with the Company’s treatment of these costs nor does any Party challenge that the Company did what it was approved to do and that its efforts have provided value to customers by concluding that the site is an appropriate site for multiple generation sources, including nuclear. PIA Staff did not adjust the Company’s revenue requirement to remove these future nuclear costs from rate base or remove their amortization from operating expenses. (Tr. 1257.)
	Nevertheless, PIA Staff proposes three options to recover these Stewart County future nuclear site investigation costs from the Company’s earnings in 2018: (1) recover the costs from the total 2018 earnings above the band; (2) recover the costs from the 2/3 portion to be returned to customers; or (3) recover the costs from the 1/3 portion to be retained by the Company. (Tr. 1258.) If the Commission determines that it wants to remove Stewart County investigation costs from the current rate case consideration by using some portion of the Company’s 2018 earnings above the band, it should not impair the Company’s share of those earnings because to do so would be retroactively modifying the Commission’s Final Order in the 2013 rate case. If the Commission chose to use some portion of the customer’s share of the 2018 earnings above the band to prepay the Stewart County costs and remove that obligation from the Company’s revenue requirements in this case, that would be a policy determination for the Commission. 
[bookmark: _Hlk26111788]13.	The Commission should reject Kroger’s request to change the ratemaking treatment of margins from economy energy/opportunity sales and market-based tariff sales.
	Through the Company’s efforts to pursue off-system sales, the Company has provided $19.7 million and $16.5 million to customers from economy energy sales and short-term capacity sales, respectively, in the last six years alone. (Tr. 2662.) Consistent with the Commission’s orders in Docket Nos. 3840 and 18300, the Company currently shares with customers 75 percent of the profits related to economy energy sales and 80 percent of the profits from short-term capacity sales, respectively. (Id.) This arrangement allows for an equitable sharing of the profits for the benefit of customers and the Company. By allowing the Company to retain a percentage of the profits, both customers and the Company benefit from the Company’s efforts to maximize profit in pursuing these sales. Therefore, the Commission should reject Kroger’s proposal to credit customers with 100% of the projected test year revenues from economy energy/opportunity sales and market-based tariff sales, which would remove the Company’s incentive to maximize margins through these off-system sales. 
[bookmark: _Hlk26111794]14.	The Commission should approve the Company’s proposed amortization of the remaining net book value of units retired in the 2019 IRP, which is consistent with the Company’s treatment of other regulatory assets and liabilities.
	With the exception of Plant Hammond, the Company has proposed a three-year recovery of these regulatory assets to match the three-year ARP proposed by the Company. (Tr. 184, 2663.) The three-year amortization period provides the Company timely recovery of these costs, which has a positive impact on the Company’s credit metrics while reducing the financing costs for customers. For Plant Hammond, the Company proposed the remaining net book value be recovered over the lives of the units as approved in the 2013 Rate Case Order in order to mitigate the rate impact to customers. (Tr. 2663.) These proposed amortization periods are consistent with the other regulatory assets and liabilities (id.) and PIA Staff did not object to the Company’s proposal. The Commission should reject as unnecessary GIG/GAM’s recommendations to extend the amortization period for the remaining net book values of the retired units approved in the 2019 IRP from three years to the useful lives of the assets approved in the 2013 rate case. If the Commission should decide to amortize the regulatory assets over a longer period, the Company requests similar treatment for the regulatory liability (tax reform) to ensure that cash flow and credit quality do not suffer from asymmetric treatment of the Company’s regulatory assets and regulatory liabilities.
[bookmark: _Hlk26111803][bookmark: _Hlk11223147]F.	The Minimum Distribution System is an Appropriate and Equitable Method to Classify Customer-Related Costs in the Cost of Service Study (“COSS”). 
	Consistent with cost causation principles, the Company used the minimum distribution system (“MDS”) methodology in its COSS to separate customer-related distribution system costs from demand-related costs customers place on the system. (Tr. 599.) For decades, Georgia Power cost of service studies have relied upon MDS, a widely accepted cost classification methodology, as a key input in cost of service studies and an MDS analysis has been included in parity calculations among rates and rate groups subsequently considered in any corresponding rate adjustments for more than 30 years. (Tr. 603.) As Company Witness Vogt highlighted, “MDS is only about providing an appropriate utilization voltage at the point in which a customer connects to the distribution system, and costs are incurred to provide a customer with such access.” (Tr. 600.) It is appropriate to continue employing MDS to classify customer-related costs as it yields a fair and equitable assignment of costs to customers. 
[bookmark: _Hlk26111809]	1.	MDS is more comprehensive than the Basic Customer Method advocated by parties in this case.
	The Basic Customer Method recommended by PIA Staff and certain Intervenors only includes a portion of the costs that should be assigned as customer-related. In addition to the costs identified using the Basic Customer Method, MDS also includes the cost of equipment necessary to provide safe and reliable service, which is not based on a customer’s demand and should be classified as customer-related. (See Tr. 2870.) Therefore, the MDS methodology is more comprehensive and better aligns with principles of cost causation. 
[bookmark: _Hlk26111814]	2.	NARUC, Bonbright and numerous utilities acknowledge MDS as an acceptable method for classifying customer-related costs. 
	Some Intervenors question industry support for MDS as an acceptable method for classifying customer-related costs. (See Tr. 1665-66, 2055-57.) However, Bonbright and NARUC both acknowledge MDS as an acceptable method for classifying customer-related distribution costs. Further, as Witness Vogt testified, utilities in several states employ the MDS analysis to classify costs among customers in the ratemaking process, including Alabama, Connecticut, Florida, Indiana, Kentucky, Maine, Minnesota, Mississippi, New York, North Carolina, and Wisconsin. (Tr. 603.)
	Dr. Bonbright recognizes that utilities must allocate all costs among customer classes in a fully-distributed cost analysis. James C. Bonbright, Principles of Public Utility Rates at 348-349, 2nd Edition (1998) (“Bonbright”). PIA Staff and GIPL/Southface/Vote Solar misleadingly quote Bonbright to claim that including MDS among customer-related costs is indefensible. (Tr. 1666, 1936.) However, the full quote from Bonbright reaches the exact opposite conclusion: “[w]hile for the reason just suggested, the inclusion of the costs of a minimum-sized distribution system among the customer-related costs seems to us clearly indefensible, its exclusion from the demand-related costs stands on much firmer ground.” Bonbright at 491-492 (emphasis added). Bonbright further recognizes that utilities must distribute all costs in a fully-distributed cost analysis and that one cannot “plausibly impute” these costs into any other cost category but customer-related. Id. at 492.
[bookmark: _Hlk25665693]	More importantly, a large group of state utility commission and FERC staff members developed the NARUC Electric Utility Cost Allocation Manual (“NARUC Manual”) after Bonbright’s work. This Manual helped move cost allocation from the theoretical world of Dr. Bonbright to the reality of utilities’ needs to move from development of revenue requirements to rate structures. The NARUC Manual identifies the MDS analysis as an accepted industry practice and states that a portion of distribution costs related to FERC Accounts 364-368 are customer-related. (See Tr. 602.) GIPL/Southface/Vote Solar mischaracterize NARUC’s position on MDS by relying upon a 2000 report authored by the Regulatory Assistance Project. (See Tr. 2062.) It is important to note that the Regulatory Assistance Project report expressly states that “[t]he views and opinions expressed herein are strictly those of the authors and may not necessarily agree with, state, or reflect the positions of NARUC.” (Tr. 2871.) Further, GIPL/Southface/Vote Solar state that the NARUC Manual critiques the Zero-Intercept method for producing “unreliable results.” (Tr. 2058.) This argument is also misleading and fails to capture the full context of the quote. The reference to unreliable results specifically refers to instances when the analysis produces negative Y-intercepts, which does not occur in the Company’s COSS.
[bookmark: _Hlk26111822]	3.	The Company has used MDS for decades and appropriately refines analyses and methodologies as better information becomes available.
	As explained by Company Witness Vogt and mentioned previously, the Company has employed MDS to classify customer-related costs for decades. (Tr. 603, 2872.) The Company regularly refines COSS analyses to provide the Commission with the best information and data to make decisions. Accordingly, the 2019 COSS classified protection equipment as customer-related because there is no demand cost driver for this investment. (Tr. 2873.) The 2013 COSS MDS analysis understated the customer-related costs for padmount transformers because it used the same Zero-Intercept analysis developed for overhead transformers as a proxy. (Id.) The Company still believes it is appropriate to separately calculate the zero-intercept of padmount transformers and overhead transformers and to classify protection equipment as customer-related.
	PIA Staff and Intervenors discussed two of these refinements impacting the Company’s MDS: (i) classification of protection equipment as exclusively customer-related; and (ii) implementation of a specific Zero-Intercept analysis for padmount transformers. The Company stands by these refinements. However, to demonstrate the minimal impact of these two refinements, the Company removed them from the analysis as shown in GPC Exhibit 46 (LTL/LJV-1). (Tr. 2874.) As Exhibit GPC Exhibit 46 (LTL/LJV-1) shows, removing the refinements challenged by PIA Staff and Intervenors had minimal impact and did not change the Company’s Domestic Group Basic Service Charge (“BSC”) request in this case. These results, which provide a more direct comparison with previous studies, show customer-related costs for the  Residential Service (R) tariff (“the ‘R’ Rate”) of more than $21 per customer per month, which is similar to the amount shown in the Company’s original study. (Id.)
[bookmark: _Hlk26111829]	4.	The Commission should reject PIA Staff’s proposal to remove MDS costs as a basis for setting the BSC or stripping out the MDS effects on the monthly BSC it proposes.
	The MDS study is used to inform the BSC rather than to set the actual BSC amount for rates within the Domestic Group. The distribution costs classified by MDS in the COSS are necessary to appropriately classify the costs between the customer-related or demand-related functions. These are legitimate costs to serve customers and are correctly recognized as customer-related costs, which then inform rate design to properly recover such costs through appropriately designed charges. Therefore, there is no need to remove MDS costs as a basis for setting the residential BSC because it is not used to set the BSC.
[bookmark: _Hlk26111837]G.	The Company’s proposed increase to the BSC is a gradual move toward recovering from customers the cost to serve them in a manner consistent with how the costs are incurred. 
1.	The Company’s proposal will gradually increase the BSC over the proposed three-year period to more easily transition customers to paying for fixed costs through fixed charges.
	The Company agrees with PIA Staff that gradualism and bill stability are important, although both parties disagree with the appropriate benchmark against which to compare the gradual move. Contrary to PIA Staff’s assertions, the Company’s proposed increase in the BSC, to better align fixed customer costs with the fixed portion of customer rates, satisfies the principle of gradualism. PIA Staff asserts that the Company’s proposed change in the BSC relative to the other components of customer rates is not gradual. (See Tr. 1646.) However, isolating a single component of a rate does not mean that the Company’s whole rate design proposal is not gradual because all components of the rate collectively are used to determine the overall impact to customer bills. (Tr. 2875.) 
[bookmark: _Hlk26111843]2.	Continuing to collect the Company’s fixed costs to serve through variable energy rates as proposed by PIA Staff and Intervenors will lead to further cost shifting. 
	PIA Staff and Intervenor arguments for minimal or no change in the BSC would prevent the Company from sufficiently recovering the Company’s fixed costs to serve customers and will cause the Company to recover these costs through increases to variable energy rates. (Tr. 2905.) Such an approach maintains the status quo, leaves the Company’s fixed costs under-recovered and is not in the long-term best interest of customers or the Company. Notably, PIA Staff acknowledges that lowering the BSC “would likely result in higher energy charges to align rates to recover the revenue requirement, all else being equal.” (Tr. 1674-75.) PIA Staff’s clear preference to collect the increase in the cost to serve customers through the variable, energy portion of the rate evidences PIA Staff’s growing neutrality toward cost shifting and intra-class subsidies. 
[bookmark: _Hlk26111854]3.	The Company’s proposed change to the BSC does not discourage energy efficiency or distributed generation.
	Contrary to PIA Staff and Intervenor allegations, the Company’s proposed changes to the BSC won’t discourage energy efficiency or distributed generation. (Tr. 2905.) In fact, the Company’s proposed rate design actually increases the value of conservation, energy efficiency, and distributed generation. (Tr. 2877.) The Company’s rates proposed in the ARP include higher energy charges for all rates within the Domestic Group, which provides a greater financial incentive to pursue these options in the future.
	As explained by Witness Legg, currently the Company’s BSC for the typical residential ‘R’ Rate customer is 10% of their bill, which leaves 90% of the bill based on the customer’s energy usage which is within the customer’s control. (Tr. 817, 3025.) If the Company’s proposed BSC were adopted, this fixed portion of the bill would only increase to 17% of the bill, which still leaves 83% of the bill under the customer’s control. (Id.) Therefore, even if the Company’s plan is adopted, the significant majority of the bill remains available for customer conservation efforts through energy efficiency or distributed generation. 
[bookmark: _Hlk26111860]4.	The Company’s proposed increase to the BSC for Domestic Rates has a minimal impact on low-income customers.
	Contrary to the testimony of many parties, low-income customers on average are minimally impacted by the change to the BSC. (See Tr. 2877-78.) In fact, the Company’s recommended changes aim to address cost shifting that negatively impacts low-income customers when fixed costs are collected through volumetric energy-related charges. PIA Staff and Intervenors conflate the impact of the Company’s proposal on low energy users with the impact on low-income customers. The Company’s proposal to increase the percentage of fixed costs recovered through the BSC does mean that for a low energy user, a greater portion of their bill will be made up of the BSC. (Tr. 2878.) PIA Staff and Intervenors, however, incorrectly assume there is a direct correlation between low energy users and low-income customers. As shown in the response to data request STF-PIA-8-8, the average low-income customer uses only slightly less energy than the average residential customer. (Tr. 2877.) This suggests that although the fixed portion of the bill will increase, the magnitude of the impact is much less dramatic than Intervenors would have this Commission believe. 
[bookmark: _Hlk26111867]5.	The Company’s proposed change to the BSC is transparent and already accounts for the impacts of the ECCR, DSM, and MFF tariffs.
	GIPL/Southface/Vote Solar Witness Barnes testified that the impact of the Company’s proposed increase to the BSC is understated because it doesn’t account for riders like ECCR, DSM and MFF. (Tr. 3030.) Contrary to Witness Barnes’ testimony, however, the proposed change to the BSC already accounts for the impact to the ECCR, DSM and MFF tariffs. (Tr. 2879.) As stated in Footnote 1 to GPC Exhibit 28 (LTL-1) of Company Witness Legg’s direct testimony, the appropriate riders have already been accounted for in the calculation of the impact to rates as a result of the Company’s proposed change in the BSC. After calculating the full COSS, the Company backed out the ECCR, DSM and MFF rider impacts. (Tr. 3029-30.)[footnoteRef:5] Therefore, no additional adjustment is required to demonstrate the effect of the Company’s proposed increase and the ‘nominal change’ and ‘effective change’ described by GIPL/Southface/Vote Solar Witness Barnes is a meaningless distinction. 	 [5:  Although Witness Barnes also referenced the NCCR rider, the NCCR is not a revenue requirement and, therefore, is not included in the COSS in the first place. (Tr. 3031.)] 

[bookmark: _Hlk26111891]H.	The Company’s residential rate design recommendations are in the best interest of customers, and the Commission should approve them.
1.	Changes to the ‘R’ Tariff as proposed by PIA Staff to adjust the block tiers or eliminate the declining winter rate structure are unnecessary. 
a.	The Commission should reject PIA Staff and Intervenor requests to modify the declining winter block rate structure in the ‘R’ Rate and implement a flat rate.
	The Company originally designed the residential rate to reflect the seasonality of costs to serve residential customers. (Tr. 2889.) The increasing price blocks in June through September reflect the fact that the Company’s costs are higher in the summer months. (Id.) The increasing price structure provides incentives for energy efficiency and conservation. The declining block structure in the non-summer months recognizes that off peak costs are lower and provides price signals to reflect this reality. (Id.) The Company is projected to remain a summer peaking utility and the inclining rate in the summer months and the declining block structure in the non-summer months continues to support that reality. (Id.) The declining block structure provides an economical option for customers choosing to use electric-based heating. The prices are set to more than cover the Company’s marginal costs and resulting revenues place downward pressure on rates for all customers. (Id.) The Commission should reject requests to change the declining block rate structure. 
[bookmark: _Hlk26111898]b.	There is no need for an ultra-low use tier in the Company’s ‘R’ Rate and the Commission should reject PIA Staff requests to reset the tiered block thresholds.
	Georgia Power continues to support the reasonableness of the current tiered breakpoints in its ‘R’ Rate. The Company’s Rate R provides three separate energy rates depending on monthly consumption levels: (1) 0-650 kWh; (2) 650-1000 kWh; and (3) greater than 1000 kWh. The first breakpoint, set at 650 kWh, represents the average consumption of electricity for basic, non-weather sensitive residential loads. (Tr. 2890.) Customer usage and the basis for the design of the ‘R’ Rate have not changed in such a way as to necessitate resetting the usage tiers.
	If the residential block tiers were modified to include a tier for 150 kWh or below as proposed by PIA Staff, the energy rate for that block would have to be dramatically increased in order for the Company to recover the costs to serve such “ultra-low” use customers. (Id.) In addition, energy usage commensurate with the “ultra-low” use tier suggested by PIA Staff is approximately equal to just using indoor lighting and a refrigerator for a traditional residence. Therefore, such low usage level more likely than not reflects a home that is often vacant or possibly a vacation home – not a normal inhabited residence. The Commission should reject PIA Staff’s revisions to the tiered blocks in the ‘R’ Rate as unnecessary and non-reflective of the average use of a typical Georgia Power residential customer.
[bookmark: _Hlk26115416]c.	PIA Staff has not fully analyzed the impacts of the changes to the ‘R’ Rate it recommends, and the Commission should reject PIA Staff’s proposals to avoid unintentional harm on the Company’s residential customers. 
	PIA Staff is proposing several modifications to the ‘R’ Rate without any analysis of the impacts these changes would have on a large number of customers who are currently on that rate. The ‘R’ Rate currently serves over 1.8 million customers, and it is not clear that PIA Staff has considered how their proposed modifications will be received or what steps should be taken in advance to educate customers prior to the implementation of such significant changes. Unlike moving customers to a new rate at the initiation of service or having rates available for customers to select at any point in time, PIA Staff is proposing to fundamentally alter a rate through which Georgia Power’s largest number of customers are being served without due consideration of the immediate impacts to those customers or how they might respond. This appears to be in fundamental opposition to any form of gradual movement as PIA Staff appears to advocate for in testimony. Further, the ‘R’ Rate is not modern, and it would be inconsistent to overhaul that rate while trying to transition customers to more modern rates.
[bookmark: _Hlk26111931]2.	Closing the ‘R’ Rate to new residential premises is an appropriate and gradual first step toward modernizing the Company’s rate offerings.
	The Commission should approve Georgia Power’s request to begin transitioning away from the more antiquated, volumetric option of the ‘R’ Rate by closing it to new premises. If approved, customers establishing service at new premises will be able to select from four of the Company’s most modern rate options: Time of Use – Residential Demand (“TOU-RD”); Time of Use – Residential Energy Only (“TOU-REO”); Time of Use – Plug-in Electric Vehicle (“TOU-PEV”); or PrePay. (Tr. 2891, 2905-06.) After the initial year of service at those new premises, customers will be eligible for two additional rates, FlatBill and Pay by Day. (Tr. 2868, 2906.)
	PIA Staff and Intervenors mischaracterize the Company’s proposal as eliminating the ‘R’ Rate. (See Tr. 1690-92.) Rather, the Company is proposing to close the ‘R’ Rate to new premises as the initial step in Georgia Power’s gradual movement towards more modern rate designs that send price signals that more appropriately reflect costs. (Tr. 2891.) The Company’s 1.8 million existing customers currently on the ‘R’ Rate will not be removed from the ‘R’ Rate or forced to select a new rate. (See Tr. 893-94, 3045.) In addition, existing customers currently on the ‘R’ Rate who move to another existing premises will be allowed to remain on the ‘R’ Rate. (Id.) Closing the ‘R’ Rate to new residential premises is an appropriate first step toward modernizing the Company’s rate offerings without immediately reducing rate options for customers. The Commission should approve the Company’s request.
[bookmark: _Hlk26111936]	3.	TOU-RD is an appropriate default rate for new premises and is less volatile than the TOU-REO rate.
	Currently, if a customer does not select a different rate, the ‘R’ Rate is the default residential rate. Assuming the Commission approves the Company’s request to close the ‘R’ Rate to new premises, the Commission should also accept the Company’s proposal to use the TOU-RD rate as the new default rate for new residential premises. As explained above, the TOU-RD rate is a modern, three-part rate that sends price signals that more appropriately reflect costs, consistent with the Company’s overarching goal of pursuing modern rates in this case. 
	Georgia Power disagrees with PIA Staff’s assertion that customers cannot understand the TOU-RD rate. (Tr. 1691.) Customers understand that when pricing is higher in certain hours they can shift their energy usage to lower-priced hours to save money. (Tr. 2893.) Customers are fully capable of grasping the concept that under a demand rate they can save money by not running major appliances at the same time. Additionally, customers who have enrolled on the TOU-RD rate have remained on the rate for several years, which indicates that they understand the rate. (Id.) Further, if customers have questions about the Company’s rates, Georgia Power’s team at the customer care center regularly helps customers understand how each rate option works, along with helpful online videos available on the Company’s website. (Id.)
	As a default rate for residential customers, the Company recommends using the comparatively less volatile rate, TOU-RD. The TOU-RD rate is much less volatile than either TOU-REO or the ‘R’ Rate when comparing the difference between minimum and maximum bills over a given year. PIA Staff Witness Faryniarz admitted that Staff failed to investigate the rate volatility of the TOU-REO rate compared to the other rate options before making their recommendation to use TOU-REO as the new default rate. (Tr. 1691.) Recognizing customer interest in bill stability, the Commission should adopt the Company’s recommendation to use TOU-RD as the new default residential rate if closing the ‘R’ Rate to new premises is adopted. 
[bookmark: _Hlk26111942]4.	Changing the demand component of the TOU-RD rate to a limited peaking window would increase the volatility and make the rate less stable.
	The Company’s TOU-RD rate is appropriately designed in its current structure to base the demand charge billing determinant on the customer’s monthly non-coincident peak demand. If the demand billing determinant was based strictly on a short on-peak period, there would be much greater potential for bill volatility due to the customer’s usage variance from month-to-month and year-to-year during this finite window. (Tr. 2894.) This is in direct contrast to PIA Staff’s argument that the non-coincident peak design causes bill instability. PIA Staff also fails to recognize that the current design of TOU-RD includes a time-of-use energy component that sends an appropriate price signal to customers. TOU-RD sends a price signal to customers through the on-peak energy price during the hours of 2:00pm to 7:00pm on summer weekdays, which encourages customers to avoid the highest cost hours to the system. (Tr. 2883.) The TOU-RD tariff is a modern, three-part rate that is a model for the modern rates the Company hopes to expand.
[bookmark: _Hlk26111948]5.	The Company’s residential rates provide ample choices for customers and should be adopted as revised by Georgia Power.
	The Company’s portfolio of rates proposed in this case provides choices for customers while supporting a gradual move toward more modern rates. If the Company’s proposal is approved, current residential customers will have seven rate options. Compared to other investor-owned utility tariff portfolios, Georgia Power’s proposed options would be one of the most robust and advanced tariff portfolios in the nation. 
[bookmark: _Hlk26111953]	a.	The Commission should reject PIA Staff’s recommendation to replace FlatBill First Year with Budget Bill First Year and approve the Company’s FlatBill First Year program.
	The Company and PIA Staff agree that bill stability is an important customer interest that the Company should strive to accommodate. The Company piloted both FlatBill First Year and Budget Bill First Year rates to evaluate which option best achieves customer interest in levelizing their utility bill. The Company proposes to move forward with FlatBill First Year after concluding that Budget Bill First Year does not adequately meet customers’ desire for bill stability. (Tr. 2887.)
	FlatBill offers are guaranteed to be fixed for the entire contract period with no true-up, whereas Budget Bill can vary from month-to-month and requires a true-up each year. (Id.) The frequency of monthly changes in Budget Bill amounts caused participant dissatisfaction and confusion by the month-to-month variability in their bill. For example, 80% of Budget Bill First Year pilot participants reported experiencing a change to their bill amount throughout the 12-month period and 50% of customers experienced two or more such changes. (Id.) Post-pilot survey results indicated that Budget Bill variability did not meet the customers’ fundamental desire for a levelized billing option. In contrast, FlatBill, including FlatBill First Year, does meet this customer desire, has no true-up component, and received a higher satisfaction score on its end-of-program survey than Budget Bill First Year.  
	FlatBill is Georgia Power’s most popular voluntary rate option as many customers value the predictability and stability of a 12-month fixed bill. PIA Staff objects to the Company’s proposed FlatBill tariff because it removes the 12-month customer usage requirement, instead permitting the required 12-month usage history to be set by the usage history of the premises. (Tr. 1703-04.) However, removing the FlatBill requirement that a customer must have 12 months of usage history at their current residence allows the Company to expand this popular rate option by making it available to customers sooner. (Tr. 2885.) In situations where a customer has less than 12 months of usage history at their residence, prior usage history from that premises will be used to develop the FlatBill offer. (Id.) The Company studied the impacts of this change through the FlatBill First Year pilot and confirmed that customers find tremendous value in such a rate option with a 53% take rate, a 93% renewal rate, and a mean satisfaction score of 8.3 out of 10 on the end-of-program survey. (Tr. 2885, 2924.) The strong take rate of FlatBill First Year indicates a strong customer preference for this type of rate offering, and the overwhelming renewal rate and positive survey responses indicate their continued satisfaction with the rate throughout their contract term.
	Contrary to PIA Staff’s assertions, both FlatBill and FlatBill First Year send price signals, albeit over a longer timeframe than price signals embedded in other rates. Even GIPL Witness Gilliam acknowledged that informing a customer that their renewal offer for FlatBill is based on their prior year’s usage is a form of price signal. (Tr. 2010.) In fact, based on this logic, where the Company bills after the fact and after usage has occurred, all rates send a delayed price signal. The Company’s FlatBill customers typically and overwhelmingly continue to renew on FlatBill for several years after their initial year on the program. The renewal offers are based on the customer’s usage over the previous 12 months, and therefore any increase or decrease in usage manifests itself in the renewal offer for the subsequent year. Just because the price signal offered by FlatBill and FlatBill First Year is different from other rates does not justify their elimination from the Company’s balanced residential rate options.
	PIA Staff’s concerns that customers could be over- or under-billed on FlatBill compared to the ‘R’ Rate ignore the reality of how the FlatBill rate is structured. Because the customer pays a flat amount each month, by definition the customer will pay more or less than compared to a traditional bill for their actual usage. (Tr. 2886.) However, the Company’s continued support for the FlatBill program recognizes that for many customers the value of predictability and bill stability outweighs the potential over/under paying. Georgia Power understands that not all customers may be interested in participating in such a program, therefore participation in FlatBill is completely voluntary. (Id.) However, for the 300,000 customers who do participate, the feedback has been resoundingly positive, especially from the FlatBill First Year pilot participants, as demonstrated by their 93% renewal rate. (Tr. 2885.) As explained above, the Commission should approve the continuation of the FlatBill program and approve the FlatBill First Year program in lieu of implementing the Budget Bill First Year program. 
[bookmark: _Hlk26111961]	b.	The Commission should approve the Company’s proposal to expand its rate offerings with the Pay by Day program.
The Company has proposed to roll out the Pay by Day program based on the success of its Pay by Day pilot program. This new rate option combines the convenience and control of PrePay with the predictability of FlatBill. The rate operates like PrePay but customers are offered a fixed daily price that does not fluctuate for an entire year. (Tr. 2888.) PIA Staff expressed concerns about the Pay by Day program, questioning the level of education the Company offers customers when enrolling for the Pay by Day rate and citing “a number of complaints from customers” who may not have understood the program details and costs associated with participating on the rate. (Tr. 1705-06.) However, the Company never received any customer complaints nor was it made aware of any customer complaints raised with Commission Staff. The Company’s hearing request for the referenced Pay by Day complaints that PIA Staff claimed to have received (Tr. 1779-80) remains unanswered as of the filing of this brief, despite repeated follow-up requests for the information. 
Contrary to PIA Staff’s position, customers support the addition of Pay by Day to its residential rate offerings. Customers have stated that the rate is easy to understand and is easy to budget. Customers report experiencing less stress knowing what the daily cost will be and not having to worry about higher summer charges when energy prices are higher and usage increases. Customers also like avoiding high deposits and having the ability to pay off arrears amounts. With an increasing number of customers seeking alternative payment arrangements and rates that work for their budget, timelines and lifestyle, the Commission should approve the Company’s proposed Pay by Day rate.
[bookmark: _Hlk26111994]6.	The Company’s gradual movement towards more modern rates as proposed by the Company in this rate case should be encouraged.
	The Commission should support the Company’s goal to modernize its rates to be more cost reflective, utilize current technology, and adjust to changing customer behaviors and preferences. To support these objectives, the Company proposed to: (1) improve its rate design by aligning the BSC to more closely reflect the customer-related costs identified in the COSS; (2) grow the number of customers on more modern rates in the Company’s portfolio that send price signals to more appropriately reflect costs; and (3) introduce new rate offerings to expand the rate choices available to customers. (Tr. 2881.) As described briefly above, the Company’s desire to move customers towards more modern rates is intended to be gradual and intentional, while still supporting optionality for customers in selecting what rate works best for them. PIA Staff supports marketing and education to grow customer adoption of modern rates in the Georgia Power service territory to encourage customers to choose rates that can both benefit customers and the efficient usage of the Georgia Power electric system. (Tr. 1721, 2881-82.)
	As discussed throughout this proceeding, costs in the COSS are classified by customer, demand and energy. To most accurately reflect and align costs in prices, each of these three cost components should be accounted for in the rate design. (Tr. 2883.) When the demand component is left out, demand-related costs must be recovered from the energy component, creating a disconnect between the collection of revenues and how the utility incurs costs. Based on this reasoning, the Company supports customer movement to three-part rates such as its TOU-RD rate. PIA Staff agrees with using a three-part rate such as TOU-RD, as demonstrated by its recommended approval of the TOU-RD rate in the Company’s 2013 rate case as an appropriate rate option for residential customers.
	If the Commission moves toward greater adoption of three-part rates with demand charges, PIA Staff objects to the use of a demand charge based on a customer’s non-coincident peak demand claiming it sends a poor price signal to customers. (Tr. 2883.) Alternatively, PIA Staff advocates setting a demand charge based on Georgia Power’s coincident peak demand or a short pre-defined window of time when peak demand is likely to occur. (Id.) Georgia Power refutes the idea that a non-coincident peak is an inappropriate base for setting a demand charge. There are multiple demand costs to cover in a demand charge, including distribution costs, which are based on a non-coincident peak. (Id.) Using the Company’s existing time of use price signal keeps the rate simpler and easy to understand and helps customers avoid extreme bill swings in summer months. (Id.)
	Finally, the Commission should reject the one-year bill guarantee proposed by GIPL/Southface/Vote Solar when switching customers to more modern rates. Such a guarantee would likely create revenue erosion which would put upward pressure on rates for all customers. In addition, it would put a significant administrative burden on the Company’s customer service organization and would require additional costs to support the level of tracking necessary to calculate a customer’s bill twice under the ‘new’ and ‘old’ rate. This, too, would create upward pressure on all rates. Finally, providing a guarantee to customers removes any and all incentive to pay attention to and respond to price signals. As a result, these guarantees may not produce the results or behaviors expected by customers on modern rates.
[bookmark: _Hlk26112007]I.	The Company’s commercial rate design recommendations are in the best interest of customers, and the Commission should approve them.
1.	Consolidating Customers on “Less Beneficial Tariffs” into rate classes with “More Beneficial tariffs” creates revenue erosion and cost shifting. 
	The Commission should reject PIA Staff and Intervenor recommendations to move customers to more optimal rates or to limit rate choices by consolidating customers onto fewer tariffs in violation of Commission rules. If the Company were to consolidate customers onto fewer tariffs, not collecting costs previously captured from customers under their prior tariffs would create substantial revenue erosion that would result in cost shifting among customers. (Tr. 2896.) Additionally, in consolidating customers onto other tariffs, the Company would be violating Georgia Power’s Rules and Regulations for Electric Service that prevent the Company from selecting a rate for a customer. Georgia Power Company Rules and Regulations for Electric Service, Section A(2) and (3). This would also presume that customers choose a rate based solely on economics, ignoring all other factors, such as price risk and bill stability. The Company’s experience has been that customers consider many factors when choosing rates, and Georgia Power should not substitute its judgement for that of its customers. Finally, taken to its logical conclusion, as customers are continually consolidated to fewer rates, each customer class would ultimately end up with fewer rate choices, which is contrary to PIA Staff’s stated objective of ensuring customers are empowered to select their own rates among sufficient options.
[bookmark: _Hlk26112030]a.	The Company’s Time of Use – Medium Business (“TOU-MB”) tariff was designed to meet the needs of a specific class of customers and is not inequitable.
	PIA Staff and GRA assert that the TOU-MB rate only being available to franchise-run and owned restaurants, but not individually-owned franchise label or non-franchise restaurants, results in an inequity. (See Tr. 1700-01; 2198-99, 2201.) As approved by the Commission, each of the Company’s tariffs include eligibility language outlining the requirements for a customer to be qualified for, switch to, add, or participate in a Company-tariffed program. (Tr. 2895.) The TOU-MB rate is no different, and its eligibility requirements were made clear when the tariff was modified and approved in the 2010 rate case. The fact that a customer is not eligible for a particular rate does not mean that an inequity exists – all customers are not eligible for every Georgia Power rate. The Commission should not read into the TOU-MB tariff an inequity that does not exist. As a result, the Commission does not need to take action regarding the TOU-MB rate.
[bookmark: _Hlk26112044]b.	Expansion of TOU-MB would cause revenue erosion and cost shifting to other customers.
	The Commission should reject GRA’s request to expand the TOU-MB rate. The TOU-MB rate was redesigned with a super off-peak period to help customers who use a significant amount of off-peak energy to take advantage of that pricing. (Tr. 2895.) PIA Staff and GRA have not adequately demonstrated that all restaurants have similar load shapes, which might justify expanding the rate eligibility requirements. Further, broadening the rate eligibility requirements would not be fair to similarly situated, non-restaurant customers who are unable to take advantage of the TOU-MB rate. Moreover, Georgia Power estimates that expanding eligibility for TOU-MB would cause a significant amount of revenue erosion that would have to be made up by other customers in the rate group. (Id.)  The upward pressure on rates to other class members that would result if GRA’s recommendation is adopted is sufficient grounds for the Commission to reject GRA’s request.  
[bookmark: _Hlk26112050]2.	Customers transitioning off the MLM rate should not be permitted to choose a CBL rate other than TOU-RN.
	The Commission should reject Intervenor requests to require the Company to allow customers to choose a CBL rate other than TOU-RN when transitioning off the MLM rate. TOU-RN was created for situations like this, to migrate customers on a revenue neutral basis when the original rate is being eliminated. Customers who currently have MLM as their CBL tariff will transition to TOU-RN on a revenue neutral basis and with the same total CBL cost as before the MLM tariff closed. The Company must ensure that the CBL revenue and usage remain the same in order to ensure this revenue neutrality and to avoid revenue erosion. This would not occur if customers were allowed to select a different CBL rate.
[bookmark: _Hlk26112055]3.	The Commission should approve the Company’s request to modify the Real Time Pricing (“RTP”) tariffs to reflect current practices, limit changes to the CBL during the initial term, and require a customer to stay off RTP for 24 months rather than 12 months before setting a new CBL level.
	The Commission should approve the Company’s proposed changes to RTP. Economic analyses for new RTP customers are run using projected CBL revenue. (Tr. 2897.) The purpose of this economic analysis is to ensure the revenue collected from a new RTP customer will cover the cost to serve its load so that other customers will not have to subsidize that service. (Id.) It is reasonable to hold RTP customers to the contracted CBL level during the initial term of their contract in order to avoid putting upward rate pressure on other customers. 
	In addition, the Commission should approve the Company’s proposal to extend the length of time a customer must stay off RTP before rejoining RTP and setting a new CBL. The Company adamantly believes that short term changes to a customer’s usage should not result in the permanent conversion of embedded load into marginal load on the RTP rate. The RTP tariffs have provisions to revise the CBL as the result of actions like permanent equipment removal and energy efficiency improvements, but specifically forbid revisions due to temporary factors such as economic downturns. (Id.) The Company is better able to distinguish between short-term and long-term changes by lengthening the amount of time before a customer can re-enroll in RTP and reset their CBL. Changing the requirement so that customers who have not removed load must stay off RTP for 24 months in order to set a new CBL preserves the integrity of the RTP program and protects other customers. 
[bookmark: _Hlk26112203]4.	Expanding the amount of embedded load eligible for conversion to marginal load as requested by MARTA and RSM is inappropriate and unfair to other customers. 
	Georgia Power does not support the requests by MARTA and RSM to convert additional embedded load to marginal load that is subject to RTP hourly pricing. A conversion of this type would create substantial revenue erosion that would have to be borne by other customers. (Tr. 2896.) It would also be unfair and inequitable to allow only certain customers like MARTA to convert this load and not allow other customers the same opportunity. As such, this Commission should reject requests by MARTA and RSM to expand the amount of embedded load eligible for conversion to marginal load under RTP.
[bookmark: _Hlk26112216]J.	The Company’s Implementation of the RNR Tariff is Compliant with the Cogen Act and Intervenor Arguments to Overhaul the RNR Tariff to Institute Policy Changes to Increase Payments to Customer Generators Should Not Be Adopted.
The Georgia Cogeneration and Distributed Generation Act of 2001 (“Cogen Act”) was enacted to encourage private investment in renewable energy resources. O.C.G.A. § 46-3-51. The Georgia General Assembly found that a program to provide distributed generation for eligible cogenerators was a way to achieve this goal. Id. The Company designed and implemented its Renewable and Non-Renewable (“RNR”) tariff as its customer offering to comply with the requirements of the Cogen Act. Georgia Power introduced the RNR Tariff in 2002 and the Commission subsequently approved it in 2003 in the Commission’s Order Approving Green Energy Programs for Georgia Power Company and Savannah Electric Power Company in Docket No. 16573. Since then, the Commission has approved its continuation in each rate case thereafter, including most recently in 2013.
GIPL/Southface/Vote Solar allege that Georgia Power’s RNR tariff as written and implemented is inconsistent with the Cogen Act. (Tr. 1966.) More specifically, GIPL/Southface/Vote Solar claim that Georgia Power’s practice of instantaneously netting a customer’s consumption and production through a bidirectional meter to measure energy inflows and outflows does not reflect ‘normal’ metering practice and negatively impacts the value proposition of distributed generation customers. (See e.g. Tr. 1986; 2019-20.) Contrary to GIPL/Southface/Vote Solar’s accusations, Georgia Power applies the plain language of the Cogen Act to properly measure and credit RNR customers for the excess generation that they push back to the grid. For each of the following reasons, GIPL/Southface/Vote Solar’s arguments are incorrect and fail to establish a sufficient basis to challenge the Company’s implementation of its RNR tariff.
	O.C.G.A. § 46-3-55 provides for the measurement and payment for energy flow. For customer generators whose distributed generation facilities are connected on the customer’s side of the meter (how most of the Company’s RNR customers are connected), the Cogen Act requires the electric service provider to “measure the electricity produced or consumed during the billing period, in accordance with normal metering practices using bidirectional metering.” O.C.G.A. § 46-3-55(1)(A). Three phrases within O.C.G.A. § 46-3-55(1) are critical to understanding how energy flows should be measured. 
First, for these customer generators connected behind the meter, the statute requires that the amount of electricity consumed by the customer and produced by the customer be measured using “bidirectional metering.” As defined in O.C.G.A. § 46-3-52(1), “[b]idirectional metering” means measuring the amount of electricity supplied by an electric service provider and the amount fed back to the electric service provider by the customer’s distributed generation facility using the same meter. A bidirectional meter is different from a normal analog meter (which was typical when the act was written) in that a bidirectional meter can measure and record separately the inflows and outflows of electricity using two registers within the same meter. In contrast, a standard meter can only run forward and backward. A standard meter would show the net amount on a single register for the month, whereas using a bidirectional meter provides the Company with two discrete measurements of inflows and outflows as they happen. If the statute intended for the Company and other electric service providers to net the production and consumption monthly, there would be no reason to include a requirement to use a bidirectional meter. As a matter of statutory interpretation, language included in a statute is not presumed to be superfluous, rather the words within a statute are interpreted to be intentional and to have meaning. Berryhill v. Ga. Community Support and Solutions, Inc., 281 Ga. 439, 441 (Nov. 28, 2006) (“Courts should give a sensible and intelligent effect to every part of a statute and not render any language superfluous.”); see also Costin v. State, 269 Ga. App. 632, 633 (Sept. 16, 2004) (“Moreover, courts should give meaning to every part of a statute and not render language superfluous.”)
Second, an electric service provider is required to measure the energy inflows and outflows “in accordance with normal metering practices using a bidirectional meter.” O.C.G.A. § 46-3-55(1). Unlike the term “bidirectional metering,” the phrase “normal metering practices” is not defined in the statute. Presumably, the applicable “normal metering practices” would be those typical and standard to the electric service provider. Here, Georgia Power is and should be held accountable to normal metering practices. Georgia Power uses bidirectional meters to monitor and track the flow of electricity from Georgia Power to the RNR customer and back from the RNR customer. The Company’s bidirectional meters measure the customer’s production or consumption instantaneously, which is the normal practice for bidirectional meters and is how the meters are designed to work. It is a useless comparison to evaluate Georgia Power’s metering practices against the metering practices of utilities in other states who are not subject to the Cogen Act, but are held accountable to the statutes, regulations, commission rules and policies of their own jurisdictions. (See e.g. Tr. 2021.) Further, O.C.G.A. § 46-3-55(1) does not use the word ‘month’ or ‘monthly’ in addressing how often energy is measured at the meter.
Third, O.C.G.A § 46-3-55(1)(C) addresses how the Company should credit a customer when the electricity it generates exceeds the amount of electricity supplied by the electric service provider, as follows:
(C) When electricity generated by the customer’s distributed generation system exceeds the electricity supplied by the electric service provider, the customer generator:
(i) Shall be billed for the appropriate customer charges for that billing period; and
(ii) Shall be credited for the excess kilowatt-hours generated during the billing period at an agreed to rate as filed with the commission, with this kilowatt-hour credit appearing on the bill for the billing period.
	Notably, the introductory phrase for how a customer is billed simply states “when the electricity generated by the customer’s distributed generation system exceeds the electricity supplied by the electric service provider.” This phrase does not include a reference to a specific time period over which the customer’s production or consumption is netted. Nothing in section (C) changes the prior determination in section (A) that the customer’s generation is measured “in accordance with normal metering practices using bidirectional metering” as previously discussed. In contrast, subparts (i) and (ii) appropriately reference the billing period because the customer’s monthly bill is the time and place when the customer is charged for their use and credited for any excess electricity generated. As explained in the Company’s rebuttal testimony, “the fact that a participating customer is credited monthly for any excess energy generated over the billing period does not affect how that energy is measured in accordance with the Company’s ‘normal metering practices using bidirectional metering,’ as directed by the Cogen Act.” (Tr. 2900.)
	GIPL/Southface/Vote Solar argue that the word ‘or’ in O.C.G.A. § 46-3-55(1)(A), which instructs utilities to “measure the electricity produced or consumed during the billing period, in accordance with normal meter practices using bidirectional metering,” implies an expectation that a bill would not report both production and consumption over a billing period. (Tr. 1968-69.) However, this argument shows a lack of understanding as to how a bidirectional meter works. Based on the laws of physics and the fundamental nature of electricity, at any one time, electricity is either flowing from the grid to the premises, or from the premises to the grid, and a bidirectional meter measures this flow of energy as it happens. Customer production and customer consumption do not happen at the same time; therefore, the “electricity produced or consumed during the billing period” has to be a measurement of one “or” the other. They cannot happen at the same time. GIPL/Southface/Vote Solar incorrectly confuses the act of measuring production and consumption with a bidirectional meter with the act of crediting a customer for excess generation on their bill. When the customer uses more energy than they produce, the Company correctly charges the customer the retail rate for all energy consumed. Likewise, when the customer produces more energy than they consume, the Company pays the customer its avoided cost rate for all energy sent to the grid. This is the “agreed to rate” specified above in section (C)(ii).  Further, GIPL/Southface/Vote Solar regularly discuss what such language “implies” and what would be “presumed by a reasonable reader.” (Tr. 1969.) They cannot point to the plain language to support their argument because it’s not there. 
It is also incorrect to assume that for bidirectional metering applications the use of the word “or” in O.C.G.A. § 46-3-55(1)(A) and (B) implies an expectation that a bill would not report both consumption and production over a billing period, as asserted in GIPL/Southface/Vote Solar (Tr. 1968-69). The witnesses ignore the fact that the same language, including the use of the word “or”, is also used in O.C.G.A. § 46-3-55 (2)(A) and (B), which describes the billing for single directional metering configurations, interconnected on the utility side of the meter. The notion that “to any reasonable reader, this would imply that production and consumption are netted at the billing period” (Tr. 1969) is a fallacy that is exposed in the single directional metering scenario, where each meter would only show production (for the solar meter) or consumption (for the premises meter) over the course of the billing period. The language of the Cogen Act clearly anticipates both production and consumption over the course of the billing period, and the methodology Georgia Power employs in the RNR Tariff is in compliance with the Cogen Act for both bidirectional and single directional metering configurations.
[bookmark: _Hlk26337268]Further, GIPL/Southface/Vote Solar’s assertion that RNR customers might be confused as to how they are credited for their generation is entirely without support. Georgia Power has an entire department of experts available to discuss these questions with customers as they arise. Nonetheless, as mentioned in rebuttal testimony, the Company is willing to revisit the RNR tariff language to clarify how energy consumption and production is measured and credited for customers on that rate. (Tr. 2900.)
	GIPL/Southface/Vote Solar assert that the difference between Georgia Power’s monthly netting period for its Community Solar program and its energy measurement under the RNR tariff demonstrates discriminatory rate treatment against self-generating customers. (Tr. 1971-72.) This allegation is patently false. It is appropriate for Georgia Power to net the production of the Community Solar facility and consumption of participating customers at a retail rate on a monthly basis because customers pay to participate in the Community Solar program. (Tr. 2900.) Customers who subscribe to a block of community solar get the kWh generated by their block netted from their bill with any monthly excess compensated at the Company’s solar avoided cost rate. What GIPL/Southface/Vote Solar ignore is that customers in the Community Solar Program pay for their block subscription at a rate of $24.99 per kW block, which is calculated to prevent any cost shifting from occurring, and thus ensures fairness for both participants and non-participants.
	GIPL/Southface/Vote Solar’s primary objection to the Company’s implementation of the RNR tariff is that the time period over which the Company measures and nets the electricity produced and consumed by the customer is too short and reduces the “value proposition” to customers who install solar in the first place. (See Tr. 1972-73.) Nowhere in the Cogen Act are Georgia Power and similarly situated electric service providers required to guarantee or ensure the value proposition of installing solar at a residence or small business. Further, GIPL/Southface/Vote Solar allege that “[i]nstantaneous netting impacts the value proposition for solar and other distributed generation because it values more generation at the set export value (which is a wholesale price) and less of it as an offset to generation (which is a retail price).” (Tr. 1972.) GIPL/Southface/Vote Solar Witnesses Fitch and Gilliam would essentially have Georgia Power “purchase” solar customer production pushed back to the grid at the retail rate, thus creating additional costs for all other customers to cover. Further, advocating for a greater share of the customer’s production to be “purchased” at the retail rate is a backdoor attempt at retail net metering, which has not been adopted in Georgia and is not supported by the Company nor the Commission.
GIPL/Southface/Vote Solar advocate for a change to the RNR tariff and how the Company nets energy produced and consumed for the purpose of increasing the benefits to and financial return for customer generators. However, advocating for a policy change to Georgia Power’s current practice to increase the “value proposition” for customer generators does not mean that the Company’s implementation of the RNR tariff is not compliant with the Cogen Act. 
Finally, this Commission approved the RNR tariff in 2003 and subsequently reviewed and approved its continuation in each rate case since. The RNR tariff filed in this case is the ninth version of the tariff. To argue that the Company’s implementation of the RNR tariff is not compliant with the Cogen Act would suggest that this Commission has reviewed and approved an unlawful tariff eight separate times. The RNR tariff has regularly been reviewed by the Commission and its Staff, and similar questions as to the compliance of the RNR tariff have been brought to the Commission Staff’s attention previously and resolved to their satisfaction. The Commission should not consider GIPL/Southface/Vote Solar’s request as anything more than an attempt to move Georgia towards retail net metering and have the Company artificially increase the “value proposition” for customer generators at a cost to be borne by all other customers.
[bookmark: _Hlk26112230]K.	Further Increasing the Senior Low-Income Discount and Establishing a Low-Income Working Group is Unnecessary Because the Company Already Offers Many Programs, Resources and Options to Assist Georgia Power’s Low-Income Customers in Paying Their Electric Bill and Lowering Their Usage.
1.	The Commission should maintain the senior low-income discount at current levels and as currently structured.  
	The Commission should reject PIA Staff’s recommendations to expand the senior low-income discount. PIA Staff first recommends expanding the eligibility criteria for the senior citizen low-income discount to include households with two senior citizens with combined incomes that fall below 200 percent of the federal poverty guidelines for a two-person household. (Tr. 1699.) PIA Staff then recommends that the same level discount be applied to each qualifying household member. (Id.) However, the effect of PIA Staff’s recommendation would either: (i) erode the benefit afforded to participants in the current senior low-income discount program, meaning each eligible person receiving the benefit receives less; or (ii) greatly increase the subsidy being spread to other customers. (Tr. 2880.) The Company currently has 90,000 plus customers receiving the senior low-income discount of $24.00 a month, which totals around $25 million a year. (Tr. 2921.) As explained on rebuttal, the $25 million annual cost of the senior low-income discount is paid for by all of the Company’s other customers. (Tr. 2943.) As a policy matter, this Commission has approved a subsidy through this discount to assist low-income customers over the age of 65. However, this is not a limitless subsidy: non-participating customers bear the financial burden of paying down other customers’ bills. PIA Staff’s proposed changes are not transparent nor has the impact to existing customers been sufficiently analyzed. As such, the Commission should take no action and leave the existing senior low-income discount as-is.
[bookmark: _Hlk26112237]2. 	An Income Qualified Working Group is not necessary and would be duplicative of existing Company efforts to support the Company’s low-income customers.
	The Commission should reject PIA Staff and Intervenor requests to establish an Income Qualified Working Group. Such a working group is not necessary to leverage the Company’s assistance programs to income qualified customers or to inform the Company’s next rate case. The Company’s Energy Assistance Team regularly works with community programs and leaders to address the needs of low-income customers across the Company’s service territory. (Tr. 2880.) A working group will not enhance those efforts nor make them more efficient. In addition, all participants in this rate case were afforded the opportunity to propose changes to the existing programs or to introduce new low-income programs that they deemed beneficial. The same opportunity was afforded to intervenors in the IRP, where additional energy efficiency and demand side management programs targeting income-qualified customers were requested and approved by this Commission. However, no specific programs or recommendations have been made in the current proceeding. 
	Further, the Company already offers or supports programs that assist low income customers in paying their electric bills. Georgia Power’s Energy Assistance Team works in local communities talking to groups who represent low-income customers, advising on programs, and coordinating with governmental agencies like Community Action Agencies to address the needs of low-income customers through services such as LIHEAP. (Tr. 2921-22.) The Company regularly partners with community-based organizations, nonprofits, houses of worship, and government-funded programs and services to assist customers in need. For example, the Company partners with the Salvation Army through Project SHARE to help customers in need pay their bills, matching customer contributions up to one million dollars a year. (Tr. 2944-45.) In addition, Georgia Power offers options like FlatBill and budget billing, which help lower income customers by keeping their monthly bill amount more stable and predictable each month, along with PrePay, which can help customers who fall behind on payment of their electric bills. (Tr. 2881.) Finally, some of Georgia Power’s DSM programs aim to help low income customers through the installation of energy efficiency measures and other conservation efforts to save customers money. (See id.) The Company recognizes the needs of its customers and will continue offering its current array of programs and outreach to support customers in need. No Commission action is needed regarding the Company’s low-income assistance. 
[bookmark: _Hlk26112243]L.	The Company Supports Making More Granular Customer Usage Data available to Customers. 
	PIA Staff asserts that the Company has not established the requisite communications and tools necessary to explain and market modern rate design options to customers, in part because the Company does not make hourly data, shadow billing or an online bill calculator available to customers. (Tr. 1694-95.) Nevertheless, Georgia Power disagrees that its customers are ill-equipped to understand how modern rates would affect them and their bills. First, customers on TOU-RD, the Company’s time of use demand rate, understand that they can shift their energy usage to lower-priced hours to save money. (Tr. 2893.) Further, Customers are fully capable of grasping the concept that under a demand rate they can save money by not running major appliances at the same time. (Id.)
	In accordance with the Commission’s order in the 2013 rate case, the Company investigated the need for and associated costs with providing hourly usage information to all metered customers. (Tr. 872.) In its June 23, 2014 report, the Company stated that the cost to provide hourly usage data would require an initial upfront cost of $4.2 million with another $1.2 million each year in support costs. (Tr. 1716.) The Company also found that the majority of customers to whom this data would be provided were unlikely to be interested in or use such hourly data. (Tr. 875-76.) Therefore, the Company concluded that the limited benefit to a few customers was not worth the time and cost to make hourly data available to customers at that time.
	Georgia Power agrees with PIA Staff’s recommendation to further study the need for and costs of providing hourly data to customers and to file this information with the Commission within six months of the Commission order in this docket.
[bookmark: _Hlk26112266]V.  CONCLUSION
	For all of the above reasons, the Commission should approve Georgia Power Company’s 2019 Rate Case as filed by the Company.
	Respectfully submitted, this 4th day of December 2019.
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