BEFORE THE

GEORGIA PUBLIC SERVICE COMMISSION

In Re:
)

Georgia Power Company’s Fuel Cost
)

Docket No. 44902

Recovery (FCR) Application (FCR-26)
)



POST-HEARING BRIEF OF
THE GEORGIA ASSOCIATION OF MANUFACTURERS


COMES NOW, the Georgia Association of Manufacturers (“GAM”), and hereby files this Post-Hearing Brief in the above-referenced docket.



Pursuant to the proposed stipulation signed by Georgia Power Company (“Georgia Power” or “Company”) and the Commission Public Interest Advocacy Staff (“Staff”) – and none of the customer groups in this docket – the Company’s updated Fuel Cost Recovery (“FCR”) rates would result in a $1.039 billion increase (13% on overall total bills).  Of this increase, $223 million is attributable to “Part A”, which is designed to recover projected fuel and purchase power costs, and $815 million is attributable to “Part B”, which is designed to recover a projected $2.1 billion under-collection.  This is a very substantial increase for all customers in the midst of a “perfect storm” of rate increases resulting from the 2022 Rate Case and the long-awaited completion of Plant Vogtle Units 3 and 4.



The Commission should protect ratepayers by adopting a longer recovery period for this extraordinary under-collection.  It is true that the Commission has less discretion in FCR cases than it does in a general rate case.  Fuel costs are generally recovered on a “pass-through” basis and absent a demonstration of imprudent operations Georgia Power is entitled to recover its fuel costs.  However, the Commission is not powerless in this case.  It has the authority to determine the method of recovery in a pro-consumer fashion to help soften the blow of these never-ceasing rate increases.

I.
DISCUSSION
A.
Georgia Manufacturers Are Facing Headwinds.



Georgia manufacturers are the backbone of the Georgia economy.  Their importance to our state was summed up in the 2022 Rate Case by GAM witness Dr. Roger Tutterow when he explained why “manufacturing matters” to Georgia:

(1) it creates wealth for local communities; (2) it remains a significant contributor to Georgia employment; (3) it pays premium compensation to its employees; (4) it plays a disproportionate and important role in the economies of Georgia’s smaller communities and local areas; and (5) it produces the largest positive multiplier or “spillover” effects that support related industries and other sectors of the economy.
Direct Testimony of Dr. Roger Tutterow, Docket No. 44280, p. 3.  The Commission has long played a critical and constructive role in ensuring that manufacturing is attracted and retained in Georgia in the face of fierce interstate and international competition.   This is because energy is a significant cost of conversion for manufacturers – an input cost that is absolutely critical in most instances to the creation of manufactured products for sale.  Increases in energy costs often cannot be simply passed along to consumers.


The current economy presents a number of challenges for Georgia manufacturers.  Historic workforce challenges, persistent inflation and logistics and transportation impediments are but a few of those challenges.  Rising energy costs are another challenge, as this Commission is well aware.  GAM urges the Commission to hear the consumers in this case – not just those in the industrial class – and do what it can to help manage the rising costs and the “pancake effect” of six rate increases over a two-year period.  Georgia Power will receive full recovery for its incurred fuel costs under any scenario proposed in this docket.
B.
The Commission Should Adopt a 60-Month Recovery Period for FCR Part B.


Georgia Power and Staff propose to recover the projected $2.1 billion FCR under-collection (“Part B”) over 36 months.  In typical times this length of recovery period would not be unreasonable.  But this is not a typical time and the Commission has the authority to adopt a longer recovery period – and it should do so.
1.
The Commission Has Consistently Adopted Longer Recovery Periods for Large Under-Recoveries.


While the Commission is not bound by “precedent” it is very instructive to review what the Commission has done in the past in similar situations.  The history shows that whenever large under-collections have been incurred the Commission has been very protective of ratepayers and approved longer recovery periods to help reduce the rate impact.


In Docket No. 19142 (FCR-17), the Commission was faced with a $509 million under-collection in Georgia Power’s fuel account.  Docket No. 19142, Order, May 19, 2005, page 6 (“FCR-17 Order”).  Georgia Power proposed to recover this amount over 24 months.  GAM (then “GTMA”) and other parties proposed a 48-month recovery period.  The Commission adopted a 48-month recovery period, stating that “[i]n order to somewhat mitigate the increase in fuel charges that will be borne by the Company’s customers, the Commission believes that the additional recovery period is the proper action to take.”  FCR-17 Order, pp. 6-7.



In Docket No. 28945 (FCR-21), the Commission was faced with a $683 million under-collection.  See, e.g., Docket No. 28945, Georgia Power Company’s Brief in Support of Stipulation, March 2, 2010, p. 3.  The stipulation in that case proposed a 32-month recovery period.  After finding that the terms of the stipulation were reasonable, the Commission nonetheless found and concluded that “it is appropriate and in the public interest to approve the Stipulation with the following modifications:  FCR 21 Part B shall be adjusted . . . to allow for an amortization of the historical under recovery over a 42 month period.”  Docket No. 28945, Order Adopting Stipulation, March 15, 2010, p. 3.



Based on GAM’s review, these are the two cases over the past 20 years in which the Commission considered the appropriate recovery period for substantial FCR under-collections – and in both cases the Commission adopted a longer time period than 36 months.  These also were cases where the under-collections were significantly less than faced by ratepayers in this docket, where the under-collection is nearly twice as large as in Docket Nos. 19142 and 28945 combined. 
2.
There is No “Typical” Recovery Period and This is Not a “Typical” Under-Recovery.


There is no rule, regulation or common practice that requires the Commission to adopt a Part B under-collection recovery period of any specified length.  As the prior cases show, the Commission has wisely applied its judgment to the facts and circumstances of each case in making this decision.  GAM asks the Commission to do the same in this case.



Georgia Power witnesses confused this issue at the hearings, repeatedly referring to an alleged “typical” recovery period of 24 months.  There is no “typical” recovery period as demonstrated by the history of the Commission’s orders.  Georgia Power seems to be referring to its preference to match up the recovery period with its test period and the fact that the Commission has approved 24-month test periods in certain FCR cases.  However, in many cases, and especially in recent history, there not been a significant enough or notable under-collection to require the Commission to confront the issue of the appropriate recovery period for a large under-collection.  In cases where it has been confronted by an under-collection that required a separately stated “Part B”, the Commission has adopted recovery periods longer than 24 months – and indeed, longer than 36 months.



Even if there were a “typical” recovery period – and there is not – this is not a “typical” case in any sense of the word.  In fact, this $2.1 billion under-collection is historic in nature.  No one in this proceeding mentioned or could recall a larger under-collection.  Further to this point, ratepayers are not in a “typical” time period with regard to the number and size of repeated rate increases coming from Georgia Power.  The perfect storm of rate increases combined with a larger under-recovery than ever seen before demands the adoption of a longer time period to help reduce rates for all Georgia ratepayers.  Is it the one significant thing the Commission itself can do in this case to help consumers and GAM urges the Commission to do so.

3.
Impacts of GAM’s Proposal


As demonstrated by GAM Exhibits 1 and 2, GAM’s proposal of a 60-month recovery period for Part B would save ratepayers money in the short term and the long term.  On a short-term basis, GAM’s proposed rates are significantly lower than those proposed by Georgia Power.  GAM Exhibit 1, Table 5.  Across the board, customers would save money now and help offset the impact of the recent base rate increase, the FCR increase in this case and the impending Vogtle 3 increase – all of which is coming to a head as the hottest time of the year will result in significantly increased consumption.   


GAM’s proposal also would be better for ratepayers in the longer term.  As demonstrated by GAM Exhibit 2, Table 6, the net present value (“NPV”) of having lower rates now works to the benefit of customers.   This is the case under a variety of scenarios with the NPV assumed at 6%, 12% or 19%.  While the total amount of dollars that would be spent over five years is nominally more than with a three-year recovery period, the economic benefits of GAM’s plan are superior because of the time value of money and the very high interest rates at which customers can otherwise obtain additional money.



It is important to understand that Mr. Pollock’s analysis in GAM Exhibits 1 and 2 was completely unchallenged by any party at the hearing.  Customers benefit under GAM’s proposal and pay more under Georgia Power’s proposal.  The Commission should rely on this uncontested evidence to support relief for consumers through a longer recovery period.

C.
Arguments Against a Longer Recovery Period Should be Rejected.


1.
Georgia Power’s Responsibility


There seemed to be a strong implication during the hearings that because fuel is a pass-through cost without markup, and because fuel commodity prices themselves are largely beyond the Company’s control, that Georgia Power is not responsible for its fuel costs and should be allowed to recover the under-collection faster.  While fuel commodity prices are largely beyond the control of the Company or any other party to this case, it is not true that Georgia Power is entirely blameless for the present under-collection.  If in fact the Company were not at least seven years overdue with regard to the Vogtle project, then customers would already have been benefitting from additional nuclear power.  This would have put downward pressure on fuel costs and likely have resulted in a smaller under-collection.  To be clear, GAM is not requesting that the Company not be allowed to recover its actual fuel costs – but the interests of ratepayers to have a longer recovery period should be given more weight than the Company’s request for 36 months in light of the Vogtle delays that have denied consumers access to lower fuel costs for several years now.

2.
Equity Issues Due to Regulatory Lag


Another concern expressed in the hearings is that there will be new ratepayers on the system that did not “cause” the under-collection who will have to pay for costs that were incurred by those on the system for the FCR-25 test period.  While this is true, this delayed rate effect is an inevitable fact of utility regulation in Georgia.  There will always be customers moving in and out of the state and while that fact does raise issues of fairness, the issue in this case is how much will these customers pay now?  GAM’s proposal saves all customers money now and over time.  Why would it be better to have higher rates when that will only create additional energy costs for the very customers that are the subject of this concern?  Georgia Power’s proposal to recover Part B over 36 months does absolutely nothing to address this problem.

3.
Increased Carrying Costs


GAM acknowledges that a longer recovery period will result in additional carrying costs.  However, again, as shown in GAM Exhibit 2, a 60-month recovery period will benefit customers on an NPV basis, saving them money now through lower rates and over time thanks to the admittedly higher-than-it-was but still relatively lower short-term debt rate of Georgia Power versus other sources of borrowed money for ratepayers.  Many ratepayers of all classes are suffering under the weight of never-ending rate increases and GAM’s proposal would help alleviate those burdens.
D.
Other GAM Positions.



Most of the attention in this case has centered around the appropriate recovery period for Part B.  However, GAM witness Pollock also addressed two other issues that merit Commission attention.  First, Mr. Pollock proposed lower Part A rates than the Company based on more reliable research regarding forward-looking prices.  Contrary to Georgia Power’s assertion in its written testimony, GAM did in fact propose lower FCR rates and the Commission should adopt Mr. Pollock’s forward-looking projections over those presented by Georgia Power in its rebuttal testimony with little to no supporting documentation.


Secondly, GAM agrees with the spirit of modifying the Interim Fuel Rider (“IFR”) to give the Company, Commission and parties more flexibility in the future to make interim FCR adjustments to help avoid significant under-collections in the future.  However, given that the FCR is being increased significantly in this case (under any proposal), GAM believes that it would be better to cap any interim increases at the lower of 40% or $0.01 per kilowatt-hour.  In other words, 40% of the FCR-26 rate adopted in this case is going to be a much higher number than 40% of the FCR rate that was adopted in FCR-25.  To avoid potential rate shock, GAM respectfully requests that the Commission adopt Mr. Pollock’s slight modification to the proposed IFR changes.

II.
CONCLUSION



Gradualism should apply to the application of fuel rates, not simply base rates.  GAM members – as well as all ratepayers – continue to be faced with increases in Georgia Power rates.  Several more are on the horizon.  If the Commission is not careful, this “perfect storm” could create a strong disincentive for manufacturing investment in Georgia, which would undo the great leadership the Commission has demonstrated over the past few decades to ensure Georgia is a welcoming state for manufacturers.  Adoption of a 60-month recovery period for Part B would be a short-term and long-term benefit to ratepayers and will not imperil Georgia Power’s recovery of fuel costs.  Further, it would be consistent with the Commission’s history of addressing substantial FCR under-collections.  GAM respectfully asks the Commission to put consumers first and provide much-needed help during this period of significantly rising energy costs.
Respectfully submitted this 8th day of May, 2023.
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