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Background and Overview
The Georgia Public Service Commission’s (“GPSC” or “Commission”) Order in Docket No. 36989, dated December 23, 2013, adopted a Settlement Agreement, which, among other things, established a three-year Alternative Rate Plan ("ARP") with rates that became effective on January 1, 2014 and originally set to continue through December 31, 2016.[footnoteRef:1]  A provision of the Settlement Agreement established an earnings band that ranges between 10.00% and 12.00% for retail return on equity ("ROE").  Specifically, Paragraph 2 of the Settlement Agreement, which is dated November 18, 2013, stated that: [1:  Under the AGL/Southern Merger Order, approved in Docket No. 39971, the Company and the Commission agreed to not change base rates until January 1, 2020, which occurred pursuant to GPC's base rate case in Docket No. 42516. ] 

For Annual Surveillance Reporting ("ASR") reporting purposes, beginning January 1, 2014, the earnings band shall be set at 10.0% to 12.0% ROE and the Company shall report earnings based on the actual historic cost of debt and capital structure.  The Company will not file a general rate case unless its calendar year retail earnings are projected to be less than 10.0% ROE.  Any retail earnings above 12.0% ROE will be shared, with two thirds being directly refunded to customers, allocated on a percentage basis to all customer groups including RTP incremental usage, and the remaining one-third retained by the Company.
Georgia Power Company (“Georgia Power”, "GPC", or “Company”) makes its ASR filings in order to determine its earned ROE and to address the return of excess amounts above the 12.00% upper end of the earnings dead band. The Company’s ASR filing for the twelve months ended 2019 in this proceeding is the Company's sixth annual filing since the ASR was adopted pursuant to the Settlement Agreement as approved by the Commission in its Order dated December 23, 2013 in Docket No. 36989 and extended by Commission Order in Docket No. 39971.  As shown on page 1 of Section 1 of the Company's 2019 ASR filing, Georgia Power reported a Retail Return on Equity of 12.88% for 2019 on its ASR.
The Company's retail surveillance report for 2019 has been prepared in accordance with the ratemaking principles established by the Commission in Dockets 4007, 6292, 6739, 9355, 14000, 18300, 19758, 25060, 31958, 36989, and 42516.
Pursuant to the aforementioned passage from the Settlement Agreement and the GPSC’s Orders issued in Docket Nos. 36989 and 39971, earnings above the upper limit of the 10.00% to 12.00% ROE range are subject to sharing, with customers receiving two-thirds of the amount as rate refunds and the Company retaining the remaining one-third.  As noted above, for the twelve months ended December 31, 2019, the Company reported earnings of 12.88% ROE, with excess revenues of $123.2 million.  Consistent with that prior Settlement Agreement, GPC's 2019 ASR filing would have shown an $82.2 million ($123.2 million x 2/3) refund to its retail customers.
However, a settlement in the recent GPC rate case in Docket No. 42516 provides that 50% of the Company's earnings above the 12% ROE earnings band for 2019 (approximately $61.6 million) are to be refunded to customers and the remaining amount shall be applied to the regulatory assets related to the Stewart County Site Investigation (approximately $48.8 million) and combustion coal residuals asset retirement obligations (approximately $12.8 million).  In addition, the Company agreed to forego its portion of the refund (i.e., 1/3 of revenues over the 12.00% ROE).  Specifically, Section 10 (page 9) of the Commission's Short Order Adopting Settlement as Modified dated December 31, 2019, states as follows:
In the Settlement Agreement, the Company anticipates earnings in excess of the earnings band in 2019. The Company shall forego its share of the 2019 earnings over the top of the earnings band. Fifty percent (50%) of all the earnings over the 2019 band shall be refunded to customers with a special line item on the bill, and fifty percent (50%) shall be used for the early retirement of regulatory assets including $49 million spent to investigate the Stewart County site and other regulatory assets in the following priority: Accumulated CCR ARO, Retired Generating Plant, Obsolete Inventory, Environmental Remediation, and Storm Damage.
As noted above and in Section 1, page 2 of the 2019 ASR filing, the Company reflected (1) a refund to customers of $61.6 million, (2) $48.8 million to be applied to Stewart County regulatory asset, and (3) $12.8 million applied to the CCR ARO regulatory asset.
Scope of Review and Recommendations
The Staff conducted an extensive review of the Company’s 2019 ASR filing in order to:
· replicate and verify the Company’s return on equity calculation to ensure it placed within the Commission’s ordered ROE band,
· ensure that the Company’s regulatory adjustments were made in compliance with Commission orders, and
· identify issues and/or adjustments to the Company’s filing as appropriate.
Staff’s review implemented the following procedures, amongst others, to make its determination with respect to the Company’s reported Return on Equity:
· compared rate base and operating income components year over year, identified changes in adopted accounting methodologies, and identified new transactions,
· identified variances as a foundation for discovery questions, and
· prepared multiple rounds of discovery questions and reviewed responses.

Regulatory Adjustments Made in Compliance with Commission Order
As noted above, the Commission adopted the Settlement Agreement in its Order dated December 23, 2013 in Docket No. 36989.  In the Findings of Fact section of the Commission's Order, the Commission identified adjustments that had been recommended by Staff in GPC's 2013 rate case and included as provisions of the Settlement Agreement.  One of these adjustments related to stock-based compensation.  Additionally, the miscellaneous adjustments, which totaled $14.175 million, related to a number of unspecified Staff recommendations in that prior rate case. The Commission directed that these two adjustments be reflected in the Company's next ASR filing.  Specifically, on page 9 of the Commission's Order, the Commission stated:
Paragraphs 2 and 3 of the Settlement Agreement describe and provide that the Annual Surveillance Report ("ASR") will be filed by the Company by March 15 of the year following the reporting year.  The Commission finds that the adjustments to the Company's initial filing agreed to in the Settlement Agreement, itemized in Exhibit A to the Settlement Agreement and further described above, shall be applied for ASR filing purposes for each year of the ARP.  Specifically, to be included in the ASR are the Stock Based Compensation adjustment (line 11) and the Miscellaneous Adjustments (line 15).  The Stock Based Compensation adjustment would be reported as the actualized amount and the Miscellaneous Adjustments would be reported as the amount agreed to in the Settlement Agreement of $14,175,000.
GPC had reflected these two adjustments in its 2019 ASR filing in accordance with the Commission's Order.  Specifically, GPC removed from various O&M expense accounts, stock-based compensation totaling $16.841 million, which was attributable to GPC, Southern Company Services ("SCS") and Southern Nuclear employees, as well as the associated accumulated deferred income taxes ("ADIT"), which totaled $6.497 million, from Account No. 190. These adjustments are detailed in Section 6, Workpaper 11 from GPC's 2019 ASR filing.
In its response to STF-ASR-58-32, the Company stated that the O&M and ADIT amounts included in Section 6, Workpaper 11 reflect 100% of the direct GPC portion of stock-based compensation along with an allocation of stock-based compensation attributable to SCS and SNC.
Similar to the Amended 2018 ASR filing, in its 2019 ASR filing, the Company also removed $14.175 million of miscellaneous expenses from administrative and general operating expenses in its 2019 ASR filing.  This adjustment is detailed in Section 6, Workpaper 23 from the 2019 ASR filing.  Staff noted that these adjustments are flowed through as reductions to O&M expense line in Section 3 of the ASR filing.
The Company's 2019 ASR filing, at Section 5, Schedule 12, which relates to major accounting and tax changes, states the following with regard to Georgia's state income tax rates:
In March 2018, Georgia House Bill 918 (H.B. 918) was signed into law.  Beginning January 1, 2019, H.B. 918 provides for a reduction in the highest corporate and individual income tax rates from 6 percent to 5.75 percent.  These tax rate reductions sunset as of December 31, 2025, when the corporate and individual state tax rates will revert back to 6 percent.

Pursuant to the response to STF-ASR-58-28, the Company's 2019 ASR filing reflects the impact of the change in the state corporate income tax rate to 5.75 percent per H.B. 918.
Plant Held For Future Use
As shown in Section 2, page 1 of GPC's 2019 ASR filing, the Company included FERC Account 105, Plant Held For Future Use ("PHFFU"), totaling $116.787 million in rate base.  Staff requested that the Company identify how much of this PHFFU was related to projects that were (1) not included in the 2013 Integrated Resource Plan ("IRP"), (2) not included in the Company's 2016 IRP, and (3) not included in the Company's 2019 IRP.  In its response to STF-ASR-58-55, the Company provided an attachment that provided the requested PHFFU information, which Staff has replicated in the table below:
[image: ]
As shown in the table above under column B, the Company included PHFFU totaling $116.79 million in the 2019 13-month average jurisdictional ASR rate base.  The Company provided the following explanations with regard to why these items were not included in its 2013, 2016 and/or 2019 IRPs:
· Lines 1-7: Items were not addressed in the Company's 2013, 2016 and 2019 IRP because they fell outside the 10-year Transmission planning horizon.
· Lines 8-9: Items were included as part of the Company's 2013 IRP.  The use dates of these items have subsequently changed and they were not addressed in the 2016 or 2019 IRP because the anticipated use date fell outside the 5-year Area planning horizon.
· Lines 10-11:  Items were inadvertently omitted from the Company's 2013 and 2016 IRP filings.  The projects associated with these items were subsequently provided in the Company's response to 2016 IRP data request STF-2-25.  Items were not addressed in the Company's 2019 IRP because the anticipated use date fell outside the 10-year Transmission planning horizon and the 5-year Area planning horizon.
· Line 12: Item was not addressed in the Company's 2013 IRP.  Item was addressed in the Company's 2016 IRP in Technical Appendix Volume I and Appendix G in the Resource Mix Study and addressed in the Company's 2019 IRP in Attachment G in the Main Document.
· Line 13: Item was not addressed in the Company's 2013 or 2016 IRP because the land was donated to the Company in 2018.  Item was not addressed in the Company's 2019 IRP because the anticipated use date fell outside the 5-year Area planning horizon.
· Line 14: Item was purchased in 2019.  It was not addressed in the Company's 2019 IRP as it is not directly associated with any specific Transmission or Distribution line and substation projects nor affiliated with any Generation projects.
· Line 15: Item was not addressed in the Company's 2013 or 2016 IRP.  The use date of this item has subsequently changed and it was not addressed in the Company's 2019 IRP because the anticipated use date fell outside the 5-year Area planning horizon.
· Lines 16-17: Items were not addressed in the Company's 2013, 2016 or 2019 IRP because the anticipated use date fell outside the 10-year Transmission planning horizon.  However, the need dates were recently moved within the 5-year Area planning horizon after 2019 IRP was filed.
· Line 18: Item was included as part of the Company's 2013 IRP.  The use date of this item has subsequently changed and it was not addressed in the 2016 or 2019 IRP because the anticipated use date fell outside the 5-year area planning horizon.  However, the need date was moved within the 5-year planning horizon after 2019 IRP was filed.
· Line 19: Item was inadvertently omitted from the Company's 2013 and 2016 IRP filings.  The project associated with this item was subsequently provided in the Company's response to 2016 IRP data request STF-2-25.  The item was included in the 2019 IRP referenced in Volume 3 [F]. 
As shown in the table above under column C, the Company included PHFFU totaling $109.84 million in the 2019 13-month average jurisdictional ASR rate base that is not anticipated to be placed into service until 2030 or beyond.
	The issue of PHFFU was addressed in the Company's recent rate case in Docket No. 42516.  Pursuant to the Settlement Agreement reached in that case and as noted in Section 9 (pages 8-9) of the Commission's Short Order Adopting Settlement as Modified:
With the exception of easements and right of ways, Generation and Transmission property in Plant held for Future Use ("PHFFU") that has been held in PHFFU account for 15 consecutive years shall undergo review during the first IRP proceeding following the 15th year that such property has been held in PHFFU.  Distribution property in PHFFU that has been held in PHFFU account for 15 consecutive years shall undergo review during the first base rate proceeding following the 15th year that such property has been held in PHFFU.  In the respective proceeding, the Company will be required to present the specific plan for the property(s) that has exceeded 15 consecutive years in PHFFU.  The Commission will decide the matter in that proceeding.
Recommendation
Based on the foregoing passage from the Commission's Short Order Adopting Settlement Agreement as Modified, Staff is not proposing any adjustments to PHFFU in the 2019 ASR filing.  However, Staff recommends that the Company continues to keep track of the PHFFU account by continuing to hold quarterly meetings to re-evaluate the uses of the land held in the PHFFU account to determine if and when it will be used.  If it is determined that a parcel of land will not be used, it should be reclassified into non-utility property, and removed from jurisdictional retail rate base with notification to the Commission of such reclassification.   
Vegetation Management
Upon reviewing Section 5, Schedule 6 - Actual to Budget Non-Fuel O&M Expense Comparisons from the 2019 ASR filing, Staff noted that the budget to actual comparisons for the Transmission and Distribution functions reflected the following budget to actual variances:
[image: ]
As shown in the table above, the Transmission function reflected an over-spending variance of $3.917 million, or 2.85% higher than the amount budgeted.  In addition, the Distribution function reflected an unfavorable variance of $21.172 million, or 7.44% higher than the amount budgeted.  Under the Explanation of Variances column of Schedule 6, the Company stated that, among other things, the variance for Transmission was primarily attributed to overruns in vegetation management that was partially offset by underruns in asset management.  In addition, among other things, the variance for Distribution as primarily attributed to overruns in distribution vegetation management.
	Staff requested that GPC provide the 2019 budgeted and actual amounts for (1) Distribution Asset Management, (2) Distribution Vegetation Management, and (3) Transmission Vegetation and Right of Way Management.  In its response to STF-ASR-58-17, the Company provided the requested information, which is summarized by total in the table below:
[image: ]
As shown in the table for 2019 (1) Distribution Asset Management reflected an over-spending variance of $498,000, or 11.10% higher than budget; (2) Distribution Vegetation Management reflected an unfavorable variance of $10.490 million, or 29.63% higher than budget; and (3) Transmission Vegetation and Right of Way Management reflected an unfavorable variance of $2.026 million, or 7.43% higher than budget.  
In order to get an historical perspective of the Company's vegetation management backlogs, Staff requested that GPC provide both the Distribution and Transmission Vegetation Management backlogs for each year 2009 through 2019.  The Company provided that information in its responses to STF-ASR-58-72 and STF-ASR-58-73, respectively, and it is summarized in the table below:
[image: ]
As shown in the table, the Distribution Vegetation Management backlog fluctuated substantially between 2009 and 2019 with a large increase in backlog miles from 2017 to 2018 then decreasing in 2019.  The backlogs for Transmission Vegetation Management were smaller.  GPC had no Transmission backlog in 2010, 2012, 2015, and 2017.
Staff requested that GPC identify and document all Company decisions in 2019 to defer or delay distribution and transmission vegetation management and right of way management.  In response to STF-ASR-58-17, the Company stated the following with regard to distribution vegetation management:
Distribution Vegetation Management backlog was decreased from approximately 5,900 miles of tree pruning at the beginning of 2019 to approximately 4,300 miles at the end of 2019.
As it relates to Company decisions to defer or delay transmission vegetation and right of way management, the Company stated:
Transmission Vegetation Management backlog was decreased from 650 miles at the beginning of 2019 to approximately 0 miles of side trimming on 115kV and 46kV systems at the end of 2019.

With regard to the budget to actual variance noted above for Distribution Vegetation Management, Staff requested that the Company explain why actual 2019 Distribution Vegetation Management costs were $10.490 million over budget.  In its response to STF-ASR-62-7, the Company stated:
Actual costs exceeded budgeted amounts for Distribution Vegetation Management by $10.490 million primarily due to variability in the annual work required and the completion of backlog miles completed in 2019.

With regard to when and how GPC plans to address the remaining backlog of 4,300 miles related to Distribution Vegetation Management that is shown as of December 31, 2019, the Company stated that it continues to plan for the completion of all Distribution Vegetation Management backlog miles by the end of 2022.  However, GPC stated that its plan is subject to change based on changes in economic conditions.[footnoteRef:2] [2:  See the response to STF-ASR-62-7.] 

	As it relates to the budget to actual variance noted above for Transmission Vegetation and Right of Way Management, Staff requested that the Company explain why actual 2019 Transmission Vegetation and Right of Way Management costs were $2.026 million over budget.  In its response to STF-ASR-62-7, the Company stated:
Actual costs exceeded budgeted amounts for Transmission Vegetation Management by $2.026 million primarily due to the completion of backlog miles completed in 2019.	

As noted above, according to the response to STF-ASR-58-17, the Company's backlog for Transmission Vegetation Management was decreased from 650 miles at the beginning of 2019 to approximately 0 miles at the end of 2019.
Recommendation
Staff is not recommending an adjustment to Vegetation Management expense included in the 2019 ASR.  Staff acknowledges that the Company reduced its Distribution and Transmission backlogs between 2018 and 2019.  However, Staff remains concerned about the remaining Distribution related backlog in terms of the potential impacts on reliability in areas of dense terrain and also from the standpoint of the costs associated with allocating the additional resources that will be necessary to eliminate the backlogs.  Therefore, Staff recommends that the Company quantify its Vegetation Management costs that are being incurred in 2020 and explain in greater detail how it will allocate the additional resources to eliminate the Distribution Vegetation Management backlog.

Brand Advertising Expense
In its response to STF-ASR-64-1 the Company identified various brand advertising expenses that it stated were incorrectly included in 2019 ASR retail cost of service when they should have been excluded.  The amounts of brand advertising expenses are summarized in the following table:
		[image: ]
As shown in the table above, retail jurisdictional brand advertising expenses totaling $9,856 should have been excluded from the retail cost of service, which the Company confirmed in its response to STF-ASR-64-1.
Recommendation
The Company has conceded that the brand advertising expenses summarized in the table above, should have been excluded from the retail cost of service.  Therefore, Staff recommends that the advertising expenses totaling $9,856 be removed from the Company's 2019 retail cost of service.

Bowen Unit 2 Phase 3 GSU Fire
As was discussed in the 2017 ASR report, on July 13, 2017, a transformer fire occurred at the Bowen Unit 2 Phase 3 GSU facility ("Bowen").  In the settlement of the 2017 ASR, the Company agreed to the following with respect to the treatment of costs related to the transformer fire at Bowen:
Any additional retail costs associated with repairing and/or replacing the equipment related to the transformer fire incurred in 2018 up to the deductible be excluded from retail cost of service and the insurance proceeds already received and any additional proceeds received be applied to costs incurred in 2018 and beyond as appropriate.  

Staff requested that the Company identify any costs incurred in 2019 that relate to the fire at Bowen that are (1) included in the 2019 ASR retail rate base, or (2) included in the 2019 ASR retail cost of service.  In its response to STF-ASR-58-71(a), the Company stated that it inadvertently included $183,000 in Total Electric Plant and $69,000 in Total Accumulated Depreciation on a 13-month average basis in 2019 ASR jurisdictional retail rate base (for a net rate base impact of $115,000).  In addition, in its response to STF-ASR-58-71(b), GPC stated that it also inadvertently included $93,000 in Total Depreciation and Amortization expense in 2019 ASR.  These amounts are prior to the allocation to jurisdictional retail average rate base and cost of service.
	Staff also requested that the Company identify the amount of any insurance proceeds received in 2019 related to the Bowen fire, and whether any costs related to the Bowen fire included in the 2019 ASR were offset by such insurance proceeds.  In its response to STF-ASR-58-71(c), the Company stated:
The Company received insurance proceeds in March and April 2019 in the amount of $7.0 million and $6.5 million, respectively, which were recorded against the receivable from the insurer to offset the Company's costs included in the deductible.  The amounts identified in parts 'a' and 'b' above represent a portion of the Company's insurance deductible and therefore, should have also been excluded from the 2019 ASR.  The impact of excluding these costs from the 2019 ASR increases the customers' 100% share of the amount above the earnings band by $106 thousand.
 
Recommendation
As discussed above, the Company conceded that the net rate base amount of $115,000 and the $93,000 of depreciation and amortization related to the Bowen transformer fire should have been excluded from the 2019 ASR.  Therefore, Staff recommends that these costs be removed from the Company's 2019 retail average rate base and cost of service.  As stated in the Company's response to STF-ASR-58-71(c), the impact of excluding these costs from the 2019 ASR increases the customers' 100% share of the amount above the earnings band by $106,000.

Deferrals
The Company included several costs under the heading "Other Rate Base Items" In Section 2, page 1 of the 2019 ASR filing that represent deferred costs which have been classified as regulatory assets, and which are summarized in the table below:
		[image: ]
As shown in the table, the Company has deferrals totaling $4.211 billion on a 13-month average basis.
Section 1 - Summary of Ratemaking Principles Used in Computing Retail Return on Equity from the Company's 2019 ASR filing provides the following explanations for each of the deferral items listed in the table above:
Environmental CWIP - Pursuant to the Commission's Order in Docket No. 31958, certain environmental construction work in progress was reclassified as a regulatory asset as discussed in the Company's 2011 Integrated Resource Plan (IRP) Update (Plant Branch Units 1&2) and the 2013 IRP (Plant Branch Units 3&4 and Plant Yates Units 6&7) in Docket Nos. 34218 and 36498, respectively, and are being amortized over a nine-year period beginning in January 1, 2014.

Plant Branch Units 1-4 NBV - Pursuant to the Commission's Order in Docket Nos. 34218 and 36498, the remaining net book value of Plant Branch Units 1, 3, 4 and Common as of April 2015 have been reclassified as a regulatory asset and are being amortized over a period equal to their remaining useful lives approved by the Commission in Docket No. 31958.

Plant Mitchell Unit 3 NBV - Pursuant to the Commission's Order in Docket No. 40161, the remaining net book value of Plant Mitchell Unit 3 as of August 2016 has been reclassified as a regulatory asset and is being amortized through December 31, 2019 over a period equal to the remaining useful life approved by the Commission in Docket No. 36989.  Pursuant to the Commission's Order in Docket No. 42516, the remaining net book value as of December 31, 2019 will be amortized over a 3-year period beginning January 1, 2020.

Plant Hammond Units 1-4 NBV, Plant McIntosh Unit 1 NBV and Hydro Units NBV - Pursuant to the Commission’s Order in Docket No. 42310, the remaining net book values of Plant Hammond Units 1-4, Plant McIntosh Unit 1, Plant Estatoah Unit 1, Plant Langdale Units 5-6, and Plant Riverview Units 1-2 have been reclassified as a regulatory asset and are amortized through December 31, 2019 over a period equal to the remaining useful life approved by the Commission in Docket No. 36989. Pursuant to the Commission’s Order in Docket No. 42516, the remaining net book values as of December 31, 2019, except Plant Hammond Units 1-4, will be amortized over a 3-year period beginning January 1, 2020. The remaining net book value of Plant Hammond Units 1-4 will continue to be amortized over a period equal to the remaining useful life approved by the Commission in Docket No. 36989.

Obsolete Inventory Regulatory Asset - Pursuant to the Commission’s Orders in Docket Nos. 34218, 36498, and 40161, unusable materials and supplies associated with the retired units have been deferred as a regulatory asset Pursuant to the Commission’s Order in Docket No. 42516, this regulatory asset was eliminated as a result of the application of the customer’s portion of the Company’s earnings above the 12% ROE in 2018.

OPRB Retiree Drug Subsidy Tax Regulatory Asset - The Company adopted SFAS No. 158 - Employers' Accounting for Defined Benefit Pension Plans and Other Postretirement Plans (now ASC 715) effective December 31, 2006.  The Company records the appropriate regulatory assets and liability adjustments on the balance sheet to recognize the treatment of costs under ASC 715 and the current treatment of such costs for regulatory accounting purposes.  Pursuant to the Commission's Order in Docket No. 25060, an additional $18.6 million of pension and OPRB costs related to changing the measurement date of the Company's plans as required by ASC 715 was deferred in 2008 and $1.24 million annually is being amortized through 2022.

Deferred Nuclear Outage Costs - Nuclear refueling outage expenses are accounted for on a normalized basis, as established in Docket No. 4007.

ARO Regulatory Asset - Effective January 1, 2003 and December 31, 2005, the Company adopted SFAS No. 143 - Accounting for Asset Retirement Obligations and FASB Interpretation No. 47 - Conditional Asset Retirement Obligations, respectively (collectively now ASC 410).  The Company records the appropriate regulatory assets and liability adjustments on the balance sheet to reconcile the treatment of costs under ASC 410 and the current treatment of such costs for regulatory accounting purposes.  The Company has received approval from the Commission allowing the continued accrual of other future retirement costs for long-lived assets that the Company does not have a legal obligation to retire.  Pursuant to the Commission’s Order in Docket No. 42516, the regulatory asset for Coal Combustion Residual Asset Retirement Obligations was reduced by $12.8 million as a result of the application of the customer’s portion of the Company’s earnings above the 12% ROE in 2019.

Recommendation
As discussed previously, pursuant to the Settlement Agreement in the recent GPC rate case in Docket No. 42516, for the 2019 ASR, the Company agreed to forego its portion of the refund (i.e., 1/3 of revenues over the 12.00% ROE).  Instead, the Settlement Agreement states that 50% of all the earnings over the 2019 band shall be refunded to customers and that 50% was applied for the early retirement of Stewart County regulatory asset totaling $49 million and the remaining amount (i.e., $12.8 million) was applied to the CCR ARO regulatory asset.  As part of the Settlement Agreement, the Company also agreed to accelerate the amortization of regulatory assets in 2020 as well.  Specifically, Section 10 (page 9) of the Commission's Short Order Adopting Settlement as Modified dated December 31, 2019, states as follows:
The Settlement Agreement also provides that the Company shall accelerate amortization of an estimated $88 million in regulatory assets in 2020 in the following priority: Accumulated CCR ARO, Retired Generating Plant, Storm Damage, Obsolete Inventory, and Environmental Remediation.  The actual amount accelerated may be different than estimated in this paragraph depending upon the capital structure and rate setting return on equity approved by the Commission.  The estimated $88 million shall be adjusted to reflect the updated projected revenue sufficiency by incorporating the capital structure and rate setting return on equity approved by the Commission and will be reflected in the Company's next compliance filing.
Based on the foregoing passage from the Commission's Short Order Adopting Settlement Agreement as Modified, Staff proposes that the additional adjustments resulting in earnings above the earnings band be refunded to customers or used to reduce regulatory assets.  Staff also recommends that the Company continue to keep track of the deferral accounts to ensure that the accelerated amortization of the regulatory assets are prioritized as described in the passage above from the Settlement Agreement in Docket No. 42516.
Collocation Net Revenue
	The Company obtains revenue when other parties, such as telecommunication companies or cable companies, attach equipment to the Company's facilities.   
	Since 2008 the Commission has permitted sharing of the net revenue (gross revenues less expenses) from colocation between the Company and its regulated electric utility service ratepayers.  The program was developed in response to an initial request by the Commission to determine the feasibility of a co-locating wireless telecommunications equipment on the Company’s transmission facilities. In 2008, Staff supported sharing of colocation revenue on a 50/50 basis because, at that time, this was viewed as a “new and technically complex program.”  Docket No. 25322 Order, p.3. In addition, the Commission affirmed it was appropriate to incent the Company to develop and manage the colocation program considering the potential economic benefits for customers from a successfully implemented program.  Accordingly, the Commission approved a 50/50 revenue sharing of net profits from the colocation of equipment on transmission facilities. 
Staff made informal inquires with Georgia Power Company concerning how colocation revenue has been treated for regulatory accounting and ASR purposes. The Company's colocation revenue in 2019 appears to all be related to equipment that has been attached to Georgia Power Company's regulated distribution system assets.  
Since the Colocation Order was issued, the Company has had limited success developing its colocation program.  In 2019, in an effort to take advantage of potential new opportunities, the Company communicated to Staff a proposal to expand the Commission-approved colocation program to cover additional classes of facilities like distribution lighting poles and certain land that were not discussed in the Commission’s Order in Docket No. 25322 and that are not covered under the Federal Communication Commission’s Pole Attachment regulations.  The Company informed the Commission Staff of the opportunity and shared its perspective that such expansion was appropriate and permitted under the current Commission Order.  Staff neither agreed, nor disagreed with the Company’s position at the time.   
	The net revenue reported by the Company in 2019 for colocation resulted from the colocation of equipment on the Company's regulated lighting poles and land/communications towers and distribution system land rather than transmission assets identified Commission’s Order in Docket No. 25322, which are included in regulated rate base as part of the Company's electric distribution system.  During Staff’s review of this ASR, Staff made informal inquires with Georgia Power Company concerning how colocation revenue has been treated for regulatory accounting and ASR purposes. The Company's colocation revenue in 2019 appears to all be related to equipment that has been attached to facilities other than transmission towers.   This expansion related primarily to the ongoing development of 4G and 5G networks.  For reporting purposes, the Company treated the colocation revenue as though it was from the Colocation Program approved in Docket No. 25322. For 2019, the Company indicated that it reported the 5G colocation revenues as part of the overall reporting of colocation revenues. The Company further advanced its position that such treatment is consistent with the treatment granted by the Colocation Order. 
	The Staff does not agree with this position and believes that the Colocation Order applies to Transmission Towers. Georgia Power indicated to Staff that: “The Company currently has authority to offer colocation services on its transmission towers pursuant to the Commission’s Order in Docket No. 25322.” (Emphasis added.) Staff believes the Commission’s original Colocation Order does not extend to other regulated facilities which were not mentioned in the order. Nor has the Company requested Commission approval to extend the program to include these regulated assets. When asked what portion of the net colocation revenue for 2019 was attributable to equipment on transmission towers, the Company stated: “There were no attachments or net revenues generated from Transmission Assets in 2019.” In 2019, the Company had $983,251 of colocation revenue, with $333,328 of that coming from facilities that were attached to Company's Regulated Lighting Poles and $649,923 from Land and Communications Towers.  The colocation revenues related to “Regulated Lighting Poles” are associated with 4G/5G network.  During 2019, none of that net revenue was attributable to equipment on transmission towers.  The Company has indicated that there were no attachments or net revenues generated from Transmission Assets in 2019.
	In response to Staff inquiries, the Company has explained that it disagrees with Staff’s position that the Colocation Order only applies to transmission towers.  The Company noted that the Commission has historically placed a great deal of thought into the benefits and challenges of a colocation program.  This included an incentive to the Company to develop and manage a successful program.  The Company indicated, in discussions with Staff, that it believes it is not appropriate to interpret the Colocation Order in a limiting fashion – limited to transmission facilities. The Company suggested that a narrow interpretation would undermine potential benefits to customers from the Colocation Program that likely rest in other structures (i.e. regulated lighting).  Further, the budgets approved for colocation revenues and sharing in the 2019 rate case reflect revenue not limited to transmission towers.  
The additional revenue generated by 5G facilities attached to the Company’s regulated lighting poles, communication towers and land, was approximately $411,000 of pre-tax net income in 2019.  In contrast to the situation in 2008 when Staff agreed with the 50/50 sharing, the colocation of third-party equipment on Georgia Power Company’s transmission towers and other facilities is no longer a new program and is a common practice throughout the United States and world.
Staff understands that the Company disagrees with Staff’s characterization of the current colocation program and believes it to be equally, if not more, complex with ever evolving technology.  
In the Company’s recent 2019 rate case the forecast upon which rates were set were based upon 50/50 sharing of net revenues for colocation including the use of regulated lighting and other facilities for colocation as explained in more detail below.  The amount assumed in each of those cases as the customers’ share of revenues worked to reduce the overall rate request by the amount of revenue that was forecasted to be generated and shared from the Colocation Program.  The source of the revenue sharing, however, was not identified in the 2019 rate case as being from non-transmission colocation. In that the revenue was not associated with transmission colocation, it is Staff’s belief that ratepayers should have received the full benefit of the estimated net revenue rather than only 50%.   
After several discussions, the Staff and Company have been able to reach an agreement that will resolve this issue.  The agreement is as follows, and the Staff and Company recommend that it be incorporated into the ordering paragraphs approving the 2019 ASR.  
Recommendation

1. Staff and the Company agree that the colocation of telecommunications equipment on the Company’s facilities is in the public’s interest, this includes the use of transmission towers as well as other facilities in retail rate base and sites for colocation (i.e. telecom towers, land leases, regulated light poles, etc.). The Company and Staff disagree as to whether authority for expansion of the collocation program as currently implemented is fully authorized under the Commission’s Order in Docket No 25322.  To the extent there is any disagreement between Staff and the Company regarding Commission approval, such approval is affirmed by the Commission through adoption of this joint recommendation to approve the 2019 ASR. 
2. For the purpose of settlement, the Company agrees to voluntarily forgo the Company’s portion of sharing of collocation revenue reported in the 2019 ASR.   For purposes of the 2019 ASR, the adjustment reflected in Section 6, Workpaper 20 and Section 3, Income, which reflects sharing with the Company, will be reversed and the amount will be used to reduce regulatory assets in the priority set out in Paragraph 12 of the Stipulation in Docket 42516. In years 2020 – 2022 the Company will continue to apply 50/50 sharing for collocation revenue resulting from the collocation of telecommunications equipment on transmission towers (there is no dispute regarding the current approval of this allocation as an incentive to the Company).   This allocation will be used for ASR reporting purposes as has been consistently used since the approval of the Collocation Program.
3. [bookmark: _GoBack]For years 2020 – 2022 the Company agrees any revenue reported from the collocation program associated with small cell installations on the Company’s regulated assets will be allocated for ASR Reporting purposes 60% to ratepayers and 40% retained by the Company.  With the exception of transmission towers covered in Paragraph 2, the 60/40 sharing allocation will also be used for macro cell development on retail facilities such as telecom towers and land leases. The use of this allocation for ASR reporting purposes is agreed to for settlement purposes only, and the Company and Staff reserve the right to argue for a different allocation in a future base rate case.  For avoidance of doubt, the issue of authorization for the program is resolved by the adoption of this recommendation by the Commission.   
4. The Parties agree that the Colocation Program and sharing percentages may be revaluated in the Company’s next base rate case.  For the purpose of settlement, the Company and Staff agree to make a good faith effort to resolve any dispute around the sharing of colocation revenues prior to August 1, 2021, in order to allow for any resolution, should one be reached, to be included in the Company’s next base rate case.  

Conclusion
Staff has made the following recommendations as a result of its review of the 2019 ASR: 
1. Staff recommends that the Company continue to address land held in the PHFFU account by having quarterly meetings to re-evaluate the intended uses of the land to determine if and when it will be used.  If it is determined that a parcel of land will not be used, it should be reclassified into non-utility property.
2. That the Company explain in greater detail how it will allocate the additional resources to eliminate the December 31, 2019 Distribution Vegetation backlog of 4,300 miles by 2022.
3. That brand advertising expenses totaling $9,856 that should have been excluded from the 2019 ASR, as the Company has conceded, be removed from the Company's 2019 retail cost of service.
4. That costs totaling (1) $183,000 in Total Electric Plant and $69,000 in Total Accumulated Depreciation on a 13-month average basis (resulting in a net plant amount of $115,000), and (2) $93,000 in Total Depreciation and Amortization, which relate to the Bowen Unit 2 Phase 3 GSU fire on July 13, 2017 should be removed from the 2019 ASR retail rate base and retail cost of service, respectively, as the Company conceded.
5. That the Company continue to monitor its deferral accounts to ensure that the accelerated amortization of regulatory assets is prioritized in the order as described in the Settlement Agreement in Docket No. 42516.
6. Staff’s adjustments to remove brand advertising expenses, and the costs related to the Bowen Unit 2 Phase 3 GSU fire from the 2019 ASR, while not large, should nevertheless be added to the customer refund amounts.    The additional revenue from collocation should also be added to the customer refund amounts. Staff is also amenable for the additional refunds to occur through reductions to regulatory assets. 
7. That the colocation agreement between Staff and the Company, identified above, be approved. 
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Actual Budget Variance

Function ($000's) ($000's) ($000's) Percent

Transmission 141,580 $        137,663 $        3,917 $           2.85%

Distribution 305,710 $        284,538 $        21,172 $         7.44%

Source: Section 5, Schedule 6 from 2019 ASR Filing
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2019 2019

Actual Budget Variance

Description ($000's) ($000's) ($000's) Percent

Distribution Asset Management 4,985 $            4,487 $            498 $              11.10%

Distribution Vegetation Management 45,893 $          35,403 $          10,490 $         29.63%

Transmission Vegetation and Right of Way Management 29,293 $          27,267 $          2,026 $           7.43%

Source: STF-ASR-58-17
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2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2019

Description BOY BOY BOY BOY BOY BOY BOY BOY BOY BOY BOY EOY

Distribution Vegetation Backlog in Miles 1,528    2,009     959       1,772    2,330    3,657    1,500    3,400    4,000     7,580    5,900         4,300    

Transmission Vegetation Backlog in Miles 130       -        46         -        769       599       -       359       -        850       650 -        

Source: STF-ASR-58-72 and STF-ASR-58-73; Backlog miles are shown at Beginning of Year (BOY). End of Year (EOY) backlog from STF-ASR-58-17


image5.emf
FERC 2019

Account Description Amount

(A)

908 CS&I - Customer Assistance 362 $          

909 CS&I Info & Instruct Advertising Expense 3,694 $       

920 Administrative & General Salaries 3,096 $       

921 Office Supplies & Expenses 645 $          

930.2 Miscellaneous General Expenses 2,059 $       

Total 9,856 $       

Source: STF-ASR-64-1
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13-Month

Average

Amount

Description $000's

Environmental CWIP 25,437 $        

Plant Branch Units 1-4 NBV 78,164 $        

Plant Mitchell Unit 3 NBV 8,313 $          

Plant Hammond Units 1-4 NBV 228,359 $      

Hydro Units NBV 402 $             

Plant McIntosh Unit 1 NBV 16,259 $        

Obsolete Inventory  31,754 $        

OPRB Retiree Drug Subsidy Tax Regulatory Asset 14,897 $        

Deferred Nuclear Outage Costs 39,473 $        

ARO Regulatory Asset 3,767,711 $   

Total 4,210,769 $   

Source: Section 2, Page 1 of 2 from 2019 ASR Filing
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Year of Anticipated Anticipated 

Line Use in  13-Month In Service in

No. Description Providing Electric Service Average 2030 or Later

(A) (B) (C)

1 Dawson Crossing - South Dahlonega 500kV Transmission Line Site >2040 10,977,832 $          10,977,832 $              

2 Dawson Crossing - South Dahlonega 230kV Transmission Line Site >2040 6,702,908 $            6,702,908 $                

3 South Dahlonega - Clermont Junction 500kV Transmission Line Site >2040 28,188,653 $          28,188,653 $              

4 South Dahlonega - Clermont Junction 230kV Transmission Line Site >2040 17,268,413 $          17,268,413 $              

5 Bethabara - East Walton 230kV Transmission Line Site >2040 3,708,308 $            3,708,308 $                

6 Wallace Dam - Klondike 500 KV >2031 3,628,989 $            3,628,989 $                

7 South Hall - Winder Transmission Line Site >2035 883,035 $               883,035 $                   

8 New Hampstead Substation Site >2040 53,836 $                 53,836 $                     

9 Boyd Avenue Substation Site >2040 1,334,192 $            1,334,192 $                

10 Utoy Springs Substation Site >2040 594,185 $               594,185 $                   

11 McDonough - East Point 230 KV >2040 89,188 $                 89,188 $                     

12 St. Joe Timber Land/Stewart County >2030 23,442,204 $          23,442,204 $              

13 Savannah Portside International- Old River Road Substation Site >2040 30,266 $                 30,266 $                     

14 Northwest Region Operating HQ Site 2022 122,281 $              

15 Piedmont Substation Site >2040 12,933,362 $          12,933,362 $              

16 Coal Mountain 230kV Transmission Line Site 2021 1,315,440 $           

17 Coal Mountain Substation Site 2021 2,012,631 $           

18 Carpenter Flat Substation Site 2021 2,264,978 $           

19 Medical Arts Center Substation Site 2023 1,236,066 $           

Total 116,786,766 $        109,835,370 $            

Source: STF-ASR-58-55


