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BRIEF OF THE GEORGIA RETAIL ASSOCIATION
The Georgia Retail Association (“GRA”) offers its brief in this matter showing the Commission that:
I. The Commission should move substantially toward parity.

II. The Company’s revenue award should be substantially less than it has requested.

III. The Commission should only allow crossover adjustments that result from specifically approved rate changes. 

IV. The Commission should use the cost-of-service studies in making its decisions in this case.  
V. This Commission should order the formation of working group to study the Company’s rates and make recommendations for improvement.

I.
The Commission Should Move substantially Toward Parity.


All of the cost-of-service studies performed in this case show that the commercial class of customers are paying far more than an average rate of return and are substantially subsidizing other customers.  See, testimony of Mr. Austin at p. 631 (agreeing that the commercial class of customers are overpaying by 253 basis points); Pre-filed testimony of Messrs. Cearfoss and Wilson at p. 55 (chart showing the two main commercial rates are substantially above parity--PLS rate is 657 basis points above parity and the PLM rate is 384 basis points above parity); Pre-filed testimony of Ms. Iverson at p.23 (noting that currently the commercial class subsidizes other classes by $133,781,000).  
The staff has correctly said that rates should accurately reflect costs and one class of customers should not subsidize another.  See pre-filed testimony of Messrs. Cearfoss and Wilson at pp. 52-53.  The Company agrees, at least in theory, that rates should accurately reflect costs so that accurate price signals are delivered. Direct testimony of Mr. Garrett at pp. 23-38; Testimony of Mr. Austin at pp. 627-630.  Of course this is consistent with basic notions of sound economics and fundamental fairness.  
It is for this reason that both the Company and the Staff have said that the Commission should move toward parity.  See direct testimony of Mr. Garrett at p. 39 (“Georgia Power advocates working toward parity.”); Direct testimony of Mr. Kubler at pp. 856-857 (The Company “would like to improve rate parity.”); Pre-filed testimony of Messrs. Cearfoss and Wilson at p. 54 (advocating that any rate increase not be proportionate for all classes and stating the Company “should also be directed to move more fully toward rate parity in its next filing”).
Yet, despite the sound economic reasons for moving significantly toward parity, the injustice of having one group of customers substantially subsidize another, and the testimony in favor of parity, the Company has essentially proposed no move toward parity.  

This is not just an academic issue for Georgia’s retailers.  Mr. Heavener, the President of the Georgia Retail Association, explained in his testimony:

· 95% of retailers are small, family-owned businesses with one location;

· Retailers are fueling the recovery of Georgia’s economy and its economic growth;

· Retailers are the second largest employer in the state;

· Energy is the second largest expenditure for retailers; 

· Because of competition from internet retailers outside the state and low profit margins, retailers cannot pass on increased energy costs to consumers; and

· Continuing to require commercial customers to subsidize other classes of customers will increase the risk of losing jobs for Georgians.

Pre-filed testimony of Mr. Heavener at pp. 2-3.

Sound economics, common sense, and fundamental fairness all require that the Commission order the Company to make a significant step towards reducing the large subsidy that commercial retailers are now making.  The Georgia Retail Association urges the Commission to make at least a 35% move toward parity for the commercial class of customers.  The testimony of the Company demonstrated that such a move would not result in any rate shock for any other class of customers.  See direct testimony of Mr. Kubler at pp. 942-943 (agreeing on cross-examination by Mr. Kurtz that any portion of the $328 million increase in revenue requested by Georgia Power that is denied by the Commission could be utilized to remedy the parity issue without any resulting rate shock.) 
II.
The Company’s Revenue Award Should Be Substantially Less Than It Has Requested.

Historically, the Company has requested higher increases and lower decreases than the Commission has granted, and still the Company has earned its allowable rate of return.  In this rate case, the Company has again asked for larger revenues than it needs or expects to get.  The Staff have made moderate compromises with the Company that eliminate some of the justification for an increase in revenue.  The exception to the Staff’s moderate approach is the Return on Equity (“ROE”), where the Staff has not compromised with Georgia Power’s position for good reason.  The evidence convincingly demonstrated that a ROE of 10% will not jeopardize the Company’s credit rating. Therefore, GRA calls on the Commission to allow only a revenue increase consistent with the Adversary Staff’s final proposal.
III.
The Commission Should Only Allow Crossover Adjustments That Result From Specifically Approved Rate Changes. 

Between rate cases, certain customers find rates that suit them better.  The results of these shifts are taken into account in the utility’s next case when test year revenue projections are made.  Customer changes between rates or “crossover’ is just a part of normal business for a utility with multiple rates.  In this case, the Commission will be approving certain changes to rates such as the elimination of the SCH rate and the expansion of the RTP rate to existing loads.  The Commission should only allow specific, known crossover adjustments and should deny the speculative crossover adjustments proposed by the Company.
IV. The Commission Should Use the Cost-of-Service Studies In Making Its Decisions In This Case.
It is remarkable that the Company’ rates do not incorporate or rely on its own cost-of-service studies.  See direct testimony of Mr. Kubler at. pp. 857-858, 860 (in which he admits on cross-examination that the cost-of-service studies were not used at all in the design of the Company’s rates and that cost is not a major determinate in the design of the Company’s rates).  Several intervening parties in this case have requested special rates for themselves.  The blame for this special interest advocacy lies with the Company’s practice of ignoring cost as the consideration for determining the price of electricity.  If costs are not strictly matched to rates, then what prevails depends on lobbying rather than sound economics. 
In weighting the requests of the various parties, the Commission should look to the principal of cost causation.  The guidelines of the National Association of Regulatory Utility Commissioners, which Georgia Power used for its cost-of-service study, state that cost-of-service is the primary criterion for the reasonableness of rates.  See GRA exhibit 1; Direct testimony of Mr. Austin at pp. 625-626 (agreeing on cross-examination that cost-of-service is the primary criterion for reasonableness of rates).   The Commission should, therefore, make its decisions in this case based on the cost-of-service.  This is the only way to ensure that the system is used efficiently and fairly.  In the future, the Commission should require that the Company incorporate the results of its cost-of-service studies into its rate making.  
V.
This Commission Should Order the Formation of a Working Group to Study the Company’s Rates and Make Recommendations for Improvement.

While the Commission needs to take specific action in this case to start straightening out the Company’s rates, much more will need to be done.  The Commission should order the formation of a working group of interested interveners, staff, and Company representatives, such as the group formed out of the IRP case, to provide the Commission with solutions to the many problems in Georgia Power’s rates.
Therefore, for the reasons cited above the Commission should make the recommendations of the GRA part of its final order in this matter. 
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