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ISSUED JUNE 6, 2006
Consumers’ Utility Counsel Division of the Governor’s Office of Consumer Affairs (“CUC”), a party of record in the above reference proceeding, and pursuant to the Procedural and Scheduling Order issued by the Commission on June 6, 2006,
 does hereby file its Opposition to the approval of the Progress Energy Ventures’ Purchase Power Agreements (“PPAs”).  Pursuant to Georgia Law, CUC is vested with the responsibility of providing the Commission with the best information available concerning the effects of its decisions on Georgia’s residential and small business consumers.  (O.C.G.A. Section 46-10-1).  CUC has concerns regarding the additional sum requested by Georgia Power Company (“GPC”) in association with the PPAs and therefore, CUC opposes the approval of such additional sum prior to the conduct of a thorough and sifting analysis into the evidentiary basis for the requested additional sum.
i.
Statutory Authority

The “additional sum” granted for PPAs is addressed in O.C.G.A. Section 46-3A-8:


“The approved or actual cost, whichever is less, of purchase of any certificated long-term power purchase shall be recovered in rates by the utility, along with an additional sum as determined by the commission to encourage such purchases. The commission shall consider lost revenues, if any, changed risks, and an equitable sharing of benefits between the utility and its retail customers.”

In setting an amount for the additional sum, the Commission must analyze and determine potential lost revenues, if any, changed risks, and an equitable sharing of benefits between the utility and the rate payer in order to comply with the above Statute.

II.
GEORGIA POWER’S ADDITIONAL SUM REQUEST

GPC proposes an additional sum as part of this PPA Certification request in the amount of $2.30 per kW-year.  (Direct at 11-12).  GPC’s proposal totals $2,389,700 per year ($2.30 x 1039 mw), and over the 15-year terms of the PPAs Georgia consumers would pay $35,845,500 to allegedly incentivise the Company to procure purchased power.
 

The figure of $2.30/kW-year was originally set by Commission Order on March 21, 2000 in Docket 11086-U.  At the August 15, 2006 hearing, GPC testified that in Docket No. 11086-U the parties “came to an agreement that that was a reasonable amount for the particular proceeding.”  (Tr. at 45). [Emphasis Added].  However, the Commission did not “approve or adopt the provisions of the Stipulation which would have created a rebuttal presumption in future proceeding as to the amount of the additional sum.” (March 21, 2000 Order at 3 in Docket No. 11086-U).
III.
EVIDENCE PRESENTED BY GEORGIA POWER COMPANY IN 
SUPPORT OF ITS ADDITIONAL SUM REQUEST

While GPC, in this case, simply utilized the additional sum from the prior docket, there is no presumption that the proposed additional sum figure is appropriate in this docket.  Similar to its lack of evidence in support of it requested additional sum in the prior docket, in this docket (Docket 22528-U), GPC witnesses testified that there was no independent analysis, methodology, or study conducted to provide the Commission with the information it is required to consider in setting an additional sum pursuant to O.C.G.A. Section 46-3A-8.  (Tr. at 45, 68 and 73).  


Moreover, GPC has further failed to substantiate its request for $2.30 per kW/year when responding to CUC’s Data Requests on point (received from the Company September 12, 2006):

CUC 1-1:

Question:  What methodology did the Company use in setting the additional sum at $2.30 per kwh-year in this docket?

CUC 1-2:

Question: What factors led the Company to a finding that $2.30 per kwh-year was appropriate in this docket?

Response to CUC 1-1 and 1-2 respectively:

[GPC] reviewed the stipulation entered into by the Parties in Docket 11086-U, in which CUC agreed that $2.30 per kw-year was appropriate and that such sum should establish a rebuttable presumption
 in future certification proceedings.

CUC 1-7:

Question: Does the Company expect to incur any lost revenues as a result of the PPA’s in this docket?

Response: Yes.  A PPA does not provide the same earnings ability for a public utility as a self-build.  

In addition to all of the above, while the Independent Evaluators (“I.E.”) were involved in most facets of the current PPAs, they were not involved in the determination of the additional sum.  (Tr. at 72-73).
IV.
CUC’S ARGUMENTS AGAINST GEORGIA POWER’S
REQUESTED ADDITIONAL SUM 

It is CUC’s position that the Commission’s previous refusal to accept the $2.30/kw-year comports with Georgia Law.  Thus, absent evidence to support GPC’s $2.30/kw-year proposal, the Commission should deny this request.  The Commission is free to set an additional sum to a different amount. It is not bound by the decision in Docket No. 11086-U.   (Tr. at 68-69).

Moreover, the Company may not need an additional $35,845,500 as an incentive to contract for purchased power.  Key to this determination is the missing evidence on point that the Company has yet to provide.  Also key to this determination is the fact that the Company has a duty to prudently provide sufficient power resources.  Failure to do so could result in a Commission determination of “imprudence” for the Company’s having failed to adequately plan.  Conversely, if the Company has sufficiently planned through the RFP process, certified by the Commission, the Company is assured of dollar-for-dollar fuel cost recovery.  Thus, the bid process, and a certification showing that the bids were the best cost option, avoids a prudence review and should be sufficient incentive for the Company to have contracted for purchased power.  As such, the granting of an additional sum is not an “incentive” for the Company to act prudently, but rather must – as the Statute envisions - be an incentive tied to lost revenues; changed risks, if any; and an equitable sharing of benefits between the utility and ratepayers. Id.
V.
CONCLUSION


Given the impending rate case and drastically increasing fuel cost environment facing Georgia’s consumers, CUC urges the Commission to carefully consider any decision which would increase the burden already facing the vast majority of Georgia’s citizens.  Because further analyzation of the requested additional sum is required by statute, CUC respectfully opposes the premature Certification of the PPAs where such certification in any way grants to GPC the unsubstantiated $2.30 kw-year additional sum the Company requested in its application.  


Respectfully submitted this the 14th day of September, 2006. 
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� The Procedural and Scheduling Order at page 3:





“If no opposition has been filed to the approval of certification of the Progress Energy Ventures’ PPAs, the Commission will consider approval of the Progress PPAs on October 3, 2006 at its regularly scheduled Administrative Session.  If opposition to these contracts is filed by any party of record, consideration of these contracts will proceed on the following schedule.  In either case, all other issues in this docket will proceed on the following schedule.”





� GPC testified that the purpose of the additional sum is to provide an “incentive to the company to make purchases, these long-term purchases, from the market, to enter into power purchase agreement.”  (Tr. at 43).  [Emphasis Added].  





� As noted supra., the Commission has adopted NO such rebuttable presumption.
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