BEFORE THE

GEORGIA PUBLIC SERVICE COMMISSION

In Re:
)

Georgia Power Company’s Fuel Cost
)



Recovery Application Pursuant to the
)

Docket No. 23540-U

Commission’s Filing Requirement in 
)

Docket No. 22403-U
)

POST HEARING BRIEF OF THE GEORGIA INDUSTRIAL GROUP 

AND THE GEORGIA TEXTILE MANUFACTURERS ASSOCIATION



COMES NOW, the Georgia Industrial Group (“GIG”) and the Georgia Textile Manufacturers Association (“GTMA”), and hereby file this Post Hearing Brief in the above-referenced docket. 

I.     INTRODUCTION AND SUMMARY OF ARGUMENT



Georgia Power Company (“Georgia Power”, “GPC”, or the “Company”) seeks a $611 million rate increase in this case that, if adopted, would elevate fuel cost recovery rates to more than twice what they were in 2003.  The Company is seeking this increase at a time when the current FCR rate is making significant progress in reducing outstanding under-collections.  GIG and GTMA together represent a significant number of the state’s manufacturers, who have been hit especially hard by this pattern of unrelenting, never-ending fuel rate increases.  We respectfully ask the Commission to very thoroughly and skeptically review any rate increase request given the extraordinary circumstances of the past few years and the looming 2007 Rate Case on the horizon.



More specifically, GIG and GTMA have presented through its witness a very logical, straightforward analysis of the Company’s request, and recommend that the Commission reduce the overall FCR rate by between $155.9 and $177.3 million.  The vast majority of GIG and GTMA’s adjustments are to the projected Part A portion of the rates.  In all cases, GIG and GTMA have presented more up-to-date and reliable estimates of future costs than the Company has.  The Commission should weigh very carefully these recommendations and try to ensure fairness for the ratepayers who must now bear yet another significant rate increase.



GIG and GTMA also are very concerned with the Company’s utilization of wholesale resources to the apparent detriment of retail ratepayers.  This issue presents grave concerns in this case and should be fully explored by the Commission, not only in the current docket, but in the months to come.  GIG and GTMA also urge the Commission to adopt a seasonal FCR rate, which was not opposed by any party in this case.  Finally, the Commission should set appropriate amortization periods, as further described herein, to balance the needs of the Company with regard to rate recovery and ratepayers with regard to reasonable collection of ever-growing and substantial costs.



Further detail regarding the positions of GIG and GTMA follows herein.

II.     DISCUSSION

A.
Georgia Power’s Proposed Part A Rate Should Be Reduced by $115.6 to $137.0 Million.



This reduction consists of four specific adjustments to adjust Georgia Power’s request for:  (1) lower coal transportation costs; (2) lower natural gas commodity prices; (3) unexplained natural gas delivery costs; and (4) lack of proper allocation of emissions revenues to retail fuel costs.  Adopting GIG and GTMA’s adjustments to Georgia Power’s proposed Part A rate does not impact the recovery of pre-existing under-collections, which are set to be recovered by the rates established in Parts B and C.

1.
Part A Should Be Reduced by $24 Million Due to Undisputed Lower Projected Coal Transportation Costs (Fuel Surcharge).


The two major rail carriers used by GPC to deliver coal are Norfolk Southern (“NS”) and CSX.  Both NS and CSX have imposed “fuel surcharges” on their customers designed to offset the railroads’ diesel fuel costs.  These surcharges adjust monthly and are based on the published price of West Texas Intermediate Fuel Oil (“WTI”).  The average price of WTI in any given month determines the level of the surcharge two months later.  For example, the average price of WTI as published in the Wall Street Journal for the month of December 2006 was $62.03.  Using the applicable formula, that translates into a surcharge of 16% applicable to the month of February 2007. (CSX website at: http://shipcsx.com/public/ec.pricingpublic/Status).



In its Part A projections, GPC assumed that WTI would be priced at about $75 resulting in an assumed fuel surcharge of 20.8%. (Quintrell cross of Witness Daiss Rebuttal testimony; MFRP-10.1, page 4 of 4).  The WTI benchmark has fallen considerably since the original FCR-19 filing last fall.  As CSX states in its “Fuel Surcharge Status Report” (available to the public on the CSX website at: http://shipcsx.com/public/ec.pricingpublic/Status and attached hereto as Exhibit “A”) “(t)he January 1007 month-to-date (MTD) average WTI price, as of 1/29/07, is $53.87.  If the average price stays within the $53.01-$54.00 range for the remainder of the month, the resulting fuel surcharge would be 12.4% effective March 1, 2007.”  Mr. Pollock’s analysis was based on closing prices on January 9, 2007.  However, oil prices have continued to decline.  The January 29 closing prices of the January through December 2007 futures contracts (which affect transportation costs in the months March 2007 through February 2008) ranged from $52 to $59.  The 20-day average closing prices on January 29 ranged from $56 to $61.  Thus, the fuel surcharges applicable during the Test Year should range from 11.6% to 14.4% (using the January 29 closing prices) and from 13.2% to 15.2% (using the January 29 20-day average closing prices).   Weighting the projected fuel surcharges by the projected Test Year coal burns would result in average fuel surcharges of 13.8% (January 29 closing price) and 14.4% (20-day average).  



Substituting 13.8% and 14.4% for the 20.8% surcharge assumed by GPC would reduce coal costs by between $1.13 and $1.03 per ton, respectively.  GPC estimates that it will burn about 22 million tons of coal subject to fuel surcharges.  Hence, the potential impact on GPC’s recoverable fuel costs is approximately $23 to $25 million.  GPC’s proposed Part A rate should be reduced by $24 million, the mid-point of this range.  

2.
Part A Should Be Reduced by $41.7 to $63.1 Million Due to Undisputed Lower Natural Gas Commodity Projections.



In projecting natural gas commodity prices for the test year as part of setting the Part A portion of the rate in this case, the Commission has a simple choice:  choose a forecast based on one-day closing prices nearly five months ago, or adopt a forecast based on more recent average prices over a 20-day period.  The GIG/GTMA forecast was based on a 20-day average closing price as of January 9, 2007, and the 20-day average closing price has declined even more since.  Georgia Power used a forecast, at the suggestion of Staff, based on September 18, 2006 NYMEX closing prices for futures contracts at Henry Hub.  The Commission should reject this proposed forecast, not only because it is out of date, but also because it is based on a single day close.  Relying on a single day can be unreliable, given the volatility in the natural gas market.



By contrast, Mr. Pollock for GIG/GTMA used a 20-day average closing price on January 9, 2007 for the same futures contracts.  Average natural gas prices have fallen significantly since the filing of Georgia Power’s November testimony.  Ms. Daiss admitted on the stand that the Company should try to forecast natural gas prices as accurately as possible, but there has been no attempt by Georgia Power to update its five-month old forecast or acknowledge the dip in average natural gas prices.  Simply put, the Commission must choose the most reliable evidence before it, and Mr. Pollock’s natural gas forecast methodology is the clear choice.  Adopting Mr. Pollock’s filed forecast for natural gas commodity prices would reduce Georgia Power’s Part A request by $41.7 million.
  See GIG/GTMA Exhibit 7 (JP-5).  



Market analysts more closely agree with GIG and GTMA, as evidenced by GIG/GTMA Exhibit 18.  Dow Jones recently polled eight analysts regarding the natural gas futures markets, and although there was agreement that prices would rise during 2007, the peak price was $7.90/MMBtu, still below the $8.16/MMBtu price being projected by Georgia Power.  The average price forecasted by these same analysts was even lower at $7.25/MMBtu, considerably less than what the Company seeks approval for in this case.



During the hearing, Georgia Power’s counsel and witness made much of the fact that Henry Hub NYMEX gas futures test year prices rose in the days prior to and during the hearing.  Illustrating the fallacy of relying on fewer data points (as opposed to more), these same prices dipped in the days after the hearing.  In fact, the 20-day average closing prices on January 29 are below the corresponding January 9 prices used by Mr. Pollock to derive the $41.7 million adjustment.  Substituting the lower January 29 average closing prices would increase the GIG/GTMA adjustment to $63.1 million.



It is true that no party can predict natural gas prices with exact accuracy.  However, the Commission has the obligation to set fuel rates based on the most reliable information available to it and using a methodology that makes sense.  GIG and GTMA urge the Commission to reduce Georgia Power’s Part A request by between $41.7 and $63.1 million to account for lower projected natural gas commodity prices.

3.
Part A Should Be Reduced by $16.9 Million Due to Georgia Power’s Failure to Adequately Explain and Justify its Natural Gas Delivery Cost Projections.



Georgia Power has failed to justify the full extent of its projections for natural gas delivery charges (the transportation component of natural gas prices).  This is a point on which both GIG/GTMA and the Commission Staff agree.  The source of the problem is Georgia Power’s failure to fully project these costs on a “bottom-up basis.”  In reconstructing the Company’s projection as best as possible from the available data, and using the Company’s projections for natural gas commodity, Mr. Pollock was able to account for some but not all of the costs.  Mr. Pollock revised his testimony to include all costs addressed by Ms. Daiss in her rebuttal testimony, including all locational differences, taxes and fuel retention, and there still exists a $16.9 million discrepancy.  Georgia Power’s proposed Part A rate therefore should be reduced by that amount.



Georgia Power never tried to explain this difference at the hearings.  Its only point seemed to be that Staff and GIG/GTMA used historical delivery costs.  However, this data was the best available to the parties regarding natural gas adders such as transportation costs.  The Company did not file an MFR explaining or justifying its natural gas delivery costs projections for the test year.  GIG and GTMA urge the Commission to reduce Georgia Power’s Part A request by $16.9 million to account for the Company’s unexplained and overstated natural gas delivery cost projections.

4.
Part A Should Be Reduced by $33.0 Million Due to Georgia Power’s Unjustified Retention of Emission Revenues from its Wholesale Sales.



As Witness Pollock stated in his testimony (Pollock prefiled, page 12, ll.1-15), GPC lumps all system fuel costs into one “bucket,” including retail and wholesale.  It then credits certain specific amounts received from its wholesale customers to the fuel “bucket” and everything left over is charged to retail customers.  This is a subtle but extremely important nuance.  GIG and GTMA submit that this is exactly backwards.  What it means is that unless GPC credits back to the fuel account the real cost of serving its wholesale customers, Georgia retail customers are left with higher fuel costs to pay and are subsidizing the wholesale sales.  As long as GPC enjoys a state-granted monopoly, its first and primary obligation is to serve the captive retail customers at the lowest possible cost.  Crediting only certain specific wholesale revenues back to the fuel account and leaving the retail customers with all that is left over to pay is not consistent with this obligation.  The accounting should be reversed, i.e., retail customers should only be charged specific identifiable fuel costs directly attributable to retail service.  All that remains should be attributed to GPC’s other unregulated businesses.



The Commission should carefully consider Witness Pollock’s Exhibit JP-4 (GIG/GTMA Ex. 6).  In this FCR-19 filing, GPC is projecting a 17% increase in its fuel costs yet it is projecting that it will recover about the same per unit revenues from its wholesale customers in this case as was projected in the FCR-18 case.  One might rightly ask how this can be.  The answer is that, because of the way GPC handles its fuel “bucket” as described above, it leaves more in the “bucket” for retail customers to pay, rather than the other way around as it should be.

Another manifestation of the above-described problem is the way GPC accounts for emissions allowances that it uses in generating electricity to serve its wholesale customers under the wholesale contracts.  Of the $41.8 million in emission revenues collected from the GEM Contract sales only $8.3 million are credited to fuel.  There is no reason why GPC should retain $33.5 million in margins from emission allowance revenues.  Moreover, the SO2 emissions costs that are being credited to fuel are based on the weighted average cost of SO2 allowances in GPC’s inventory, or $103/ton.  This compares to a projected marginal cost of $545/ton.  In other words, the wholesale customers are receiving the benefit of the SO2 allowances that the Company received at no cost (from the annual EPA allocation) or has banked as a result of switching to low-sulfur coal.  Much of the higher cost of low-sulfur coal has been paid for by Georgia retail customers.  Thus, the retail customers should be the primary beneficiary of the banked allowances.  Crediting average SO2 costs to marginal wholesale sales is unduly preferential and should be rejected.

Marginal SO2 emission costs should be attributed to the GEM contracts.  GPC entered into these sales voluntarily.  GPC has no obligation to serve these wholesale customers.  They are clearly marginal sales from a system perspective.  Assigning marginal SO2 emission costs to the GEM contracts would raise the amount credited to fuel from $8.3 million to $41.7 million.  Thus, the Part A costs should be reduced by an additional $33.4 million.  Even if average SO2 emission costs are allocated to these sales, crediting 100% of the emission revenues would have the same impact.  

Moreover, the Commission’s order in Docket No. 4152-U (“Notice of Inquiry, Review of Trading and Usage of, and the Accounting treatment for, Emissions Allowances by Electrical Utilities in Georgia”) supports the GIG/GTMA position.  One of the concerns that led to the establishment of that Docket was that the electric utilities not be allowed to use, sell or otherwise transfer emissions allowances in a manner that would not provide full value of those allowances to the retail ratepayers.

Accordingly, the fourth ordering paragraph states:

“ORDERED FURTHER,  that the utilities shall be required to flow the market value of any EPA allowance sold through the fuel adjustment clause on an annual basis.  The flow through of the market value of banked EPA allowances not derived from the actual sale of allowances shall be recognized and treated as a rate reduction, and this shall be handled in a rate case.  All other accounting issues concerning the value of banked allowances shall be addressed in the next rate case.”  (Order, Docket No. 4152-U, p.14 of 15) (emphasis added).

As Witness Pollock testified, GPC is using allowances to generate power to make unregulated sales to its wholesale customers.  GPC charges the wholesale customer the market value of the allowances, which at this time is approximately $460 per allowance.  However, GPC only credits back to the fuel clause the average embedded cost of that allowance which is only about $103.  GPC keeps the difference.  This results in fewer allowances available to serve retail ratepayers and higher fuel costs for those customers. 

GPC likely will argue that other portions of the Order in Docket No. 4152-U provide for allocating allowances between wholesale and retail jurisdictions and that any asset allocated to wholesale is GPC’s to do with as it pleases.  This position ignores the underlying purpose of Docket No. 4152 and the vastly different regulatory environment that existed in 1993-94 as opposed to today.  When the Order in Docket No. 4152-U was entered, GPC’s wholesale sales were regulated and GPC was obligated to serve those customers.  Neither is the case today.  GPC is not obligated to make wholesale sales today and only does so voluntarily and at “market-based” privately negotiated rates.  In effect, what GPC is doing today is exactly what the fourth ordering paragraph recited above addressed, i.e. selling allowances in the open market at market-based rates.  The fact is that GPC is selling the allowances at market value to its wholesale customers. Accordingly, pursuant to the Order, GPC should credit the full market value of those allowances to the fuel clause to the benefit of its retail customers as recommended by GIG/GTMA witness Pollock.

B.
Georgia Power’s Proposed Parts B and C Rates Should Be Reduced by $40 Million.

1.
Parts B and C Should Be Reduced by $14.0 Million and $22.0 Million, Respectively, Due to Georgia Power’s Unjustified Retention of Emission Revenues from its Wholesale Sales.

Requiring GPC to credit the fuel clause for the actual market value of allowances it sells to its wholesale customers would also lower the under-collection in FCR Parts B and C.  The amount will vary with the value of SO2 emission allowances during the February 2006 through February 2007 period.  The actual cost of SO2 emission allowances for that period was more expensive than the $545/ton that GPC is assuming in its Part A projections.  Assuming SO2 emission costs at $545/ton, then the reduction in Part B and Part C costs would be approximately $14 million ($2.8 million per month times 5 months) and $22.4 million ($2.8 million per month times 8 months), respectively.  Parts B and C should be reduced by these amounts.

2.
Parts B and C Should Be Reduced by $1.6 Million and $2.7 Million, Respectively, to Deny Georgia Power Recovery of Carrying Costs Due Solely to its Modeling Errors.



Operating reserves are the extra capability that a utility is required to maintain in excess of firm system demand to provide for regulation, load forecasting error, equipment forced and scheduled outages, and local area protection.  They consist of three categories: (1) regulation; (2) load following services; and (3) contingency reserves.  GPC admits that it failed to model two of these categories completely, i.e. regulation and load following.  GPC concedes that its modeling error has resulted in understating past FCR rates.  This has contributed to the under-collection that has been accumulating for the past several years.  The error is further compounded by the fact that GPC is allowed carrying costs on every dollar of under-collection in excess of $15 million.  This under-collection, plus related carrying costs, is reflected in the proposed Part B and Part C FCR rates. 



As between GPC and the ratepayers, who should be responsible for this additional cost?  Because ratepayers are not at fault, the Company should be required to absorb all carrying costs associated with this modeling error.  The under-collection balance should be restated to exclude the impact of the error retroactively to at least February 2006
.  This would reduce overall carrying costs by approximately $4.3 million (based on a reduction of $128.5 million for 13 months at a 5% carrying cost rate).  Of this amount, $1.6 million should be removed from Part B (assuming that the adjustment is retroactive to February 2006) and $2.7 million should be removed from Part C (for the period July 2006 through February 2007).  With this additional adjustment, Part B would be reduced to $655 million, while Part C would be reduced to $70 million.  

C.
The Commission Should Protect Retail Consumers From Harm by Georgia Power’s Wholesale Activities.



GPC is selling over 1,400 megawatts of firm capacity and energy under long-term contracts to various wholesale customers.  A summary of these wholesale-for-resale contracts is provided in Exhibit JP-10 (GIG/GTMA Exhibit 12). 



Moreover, GPC continues to enter into contracts further committing these low fuel cost coal-fired resources to wholesale customers.  For example, as recently as last May GPC agreed to continue selling 610 megawatts of coal-fired capacity and associated energy to four of its wholesale customers.  These new contracts are summarized on page 2 of Exhibit JP-10.  These new contracts will not expire until far into the future, i.e., between 2015 and 2025.  Thus, these low cost resources will not be available to retail ratepayers.  Revenues from these wholesale contracts are not shared with retail customers but are retained 100% by GPC. 


GPC proposes an 18% increase in retail customers’ fuel rates while there will be no increase in wholesale customers’ fuel charges under the wholesale contracts.  What does this mean to retail ratepayers?  Assuming that coal-fired resources (which GPC has dedicated to serving wholesale customers) would displace natural gas generation and pool purchases at an average cost of 6.7¢/kWh, this would amount to a differential of about 3¢/kWh, or over $358 million per year.  This compares to about $126 million capacity and other non-fuel costs associated with these wholesale sales as projected in GPC’s last base rate case that were not included in retail rates.  Thus, in return for $126 million per year in lower base rates, retail customers are paying over $358 million per year in higher fuel charges.  Accordingly, GPC’s voluntary sales to certain wholesale customers are currently harming retail customers by over $200 million per year.  



GPC points to the Stipulation in Docket No. 5601-U which was signed in 1997.  The Stipulation does not justify GPC’s actions.  The Stipulation required the removal of the costs associated with Blocks 2, 3, and 4 on December 31, 2004.  These costs were removed in GPC’s last base rate case.  However, the Stipulation did not address capacity sales from resources other than Blocks 2, 3, and 4 which would primarily include Scherer #3, a low-cost coal unit.  The Stipulation also did not preclude GPC from offering Blocks 2, 3, and 4 to serve retail customers in the future, if they would have been the lowest cost resources available.  Further, the Stipulation does not authorize GPC to market capacity that is more firm than the resources that comprise Blocks 2, 3, and 4.  However, as previously stated, GPC provides replacement power when the capacity of Blocks 2, 3, and 4 is not sufficient to meet the wholesale customers’ scheduled demands.  Thus, GPC’s actions are not consistent with the Stipulation in Docket No. 5601-U.



Because GPC is not obligated to enter into contracts to serve wholesale customers, the Commission can protect retail customers by requiring the Company to bring native generation resources back into retail rate base following the expiration of each wholesale contract.  This regulatory treatment would be conditioned on the Company demonstrating that these resources would result in a lower cost to serve retail customers than alternative resources available at the time.  Thus, when the Unit Power Sales contracts expire in 2010, the additional capacity from Plant Scherer Unit 3 should be brought back into retail rate base, if this resource is determined to be less expensive than the alternative resources required to serve retail customers.  The other contracts should be similarly treated.  Further, the Company should be prohibited from selling any additional system resources at wholesale, unless it can demonstrate that such sales will not harm retail customers.  

D.
The Commission Should Reinstate a Seasonal FCR Rate.



The Commission should reinstate a seasonal FCR rate, whereby the FCR rate increases during the summer months and decreases during the non-summer months.  This would be consistent with Georgia Power’s projected fuel costs, which continue to show the summer months as more expensive.  The general trend of summer fuel costs being higher than non-summer fuel costs was confirmed by Ms. Daiss, the witness for Georgia Power.  Mr. Pollock also analyzed the Company’s projected test year fuel costs by month and identified a $0.23¢/kWh cost differential.  See GIG/GTMA Exhibit 15 (JP-13).



There are at least three policy reasons for re-establishing a seasonal FCR rate in this case.  First, such a rate will better reflect the actual costs by time period and assign those costs more properly to those that cause them.  Second, a seasonal FCR rate should minimize the month-to-month under-collection balances  Finally, a seasonal FCR will send better price signals to customers to conserve during the peak months.  This is consistent with the federal Energy Policy Act of 2005, as detailed by Mr. Pollock at page 33 in his prefiled testimony, in that it is a first step to encourage more time-based pricing.



No party in this proceeding opposed a seasonal FCR rate.  Indeed, even CUC Witness Ruback testified he did not oppose a seasonal FCR rate and agreed that it would be one way to more closely align fuel rates with actual costs.  Given that no party opposed GIG/GTMA’s request, and for the several reasons detailed above, GIG and GTMA respectfully ask the Commission to re-establish seasonal FCR pricing according to the testimony of Mr. Pollock.

E.
The Commission Should Amend Georgia Power’s Requested Amortization Periods.

1.
The Amortization Period for Part B Should Be Extended to 32 Months.



Georgia Power seeks to recover in Part B an additional $118 million of previous under-collections from the February 2006 – June 2006 timeframe.  This is a rate increase to account for five additional months of under-collections never previously approved by the Commission.  As part of its proposal, Georgia Power seeks to maintain the current remaining amortization period for Part B of 27 months.  GIG and GTMA request that this amortization period be extended a mere five months to account for five additional months of under-collections and to mitigate the substantial rate increase sought by Georgia Power.



Georgia Power argued in its testimony that without “progress” in reducing its under-collection balances, the Company “may face additional downgrades to its credit profile.”  This reasoning is not convincing.  The Company is referring to Fitch’s decision in August 2006 to reduce the Company’s short term debt rating from F1+ to F1.  The Company admits its under-collections were only “part” of the reason for the downgrade.  See GIG/GTMA Exhibit 1.  The Company also admitted that the Fitch downgrade had “no material impact on either the FCR costs or the overall cost of service to customers.”  GIG/GTMA Exhibit 2.  It also is simply incorrect to suggest that lengthening the Part B amortization period by five months will prevent “progress” in reducing the under-collected balances.  Those balances have been going down and the certainty of recovery, combined with the consistently reasonable regulatory atmosphere in Georgia, should be more than enough to satisfy any credit rating agencies that the under-collections do not pose a material problem for Georgia Power.


2.
The Amortization Period for Part C Should Be Set at 48 Months.



Georgia Power also proposes a 27-month amortization period for the $120 million it seeks to recover under newly proposed Part C of the FCR rate.  GIG and GTMA respectfully suggest that this new under-collected balance should be treated by the Commission in a manner consistent with its treatment of Part B:  a 48-month amortization period.  Georgia Power blithely argues that under-collected balances “need to be paid off, not just continually ‘re-financed’ through fuel cases.”  (Daiss Rebuttal, p. 23)  In no sense can GIG/GTMA’s requested treatment of Part C be considered a “re-financing.”  Part C is completely new and represents a substantial increase to rates for consumers.   There is no connection between this amount and the amounts amortized in FCR-17 (the basis of Georgia Power’s position).  The Commission should adopt an amortization period of 48 months for Part C, consistent with what it adopted for Part B in FCR-17.

F.
Other Issues.


1.
The Commission Should Order That the MFRs Be Made Permanent.



GIG and GTMA agree with Georgia Power that the Minimum Filing Requirements (“MFRs”) should be made a permanent fixture of fuel cases.  All parties appear to support this idea.  GIG and GTMA look forward to working with the parties to improve the MFRs in their scope and detail.

2.
The Commission Should Require a Technical Conference Early in Fuel Cases.



GIG/GTMA Witness Pollock recommended that a technical conference be held early in fuel cases in order to clarify any misunderstandings and hopefully reduce the amount of discovery and discovery disputes that might arise.  Surprisingly, Georgia Power resisted this proposal based on a belief that it would have to bring over 40 people to such a conference.  This is at odds with the Company’s statement that it is always willing to meet with parties to discuss fuel case filings.  GIG and GTMA seek a scheduled date in the procedural order for a technical conference that will focus the parties on any issues with the MFRs and give an opportunity to clarify any confusion.  It would not require Georgia Power to bring 40 people to Atlanta, and in any event, personnel from out of town could be included through a simple conference call.  Fuel cases are extremely important – this particular one involves a request to impose $611 million in additional rates on Georgia consumers.  Streamlining the discovery process and giving parties an opportunity to address concerns with other parties and the Company present would be an improvement to the current process.


3.
The Commission Should Amend Discovery Requirements in Fuel Cases.



Mr. Pollock also recommended that the response time for discovery requests in fuel cases be reduced from 30 days to 10 days in order to allow for a meaningful discovery process.  Reducing the response time would permit follow up data requests prior to the filing of testimony and also will give parties a fair opportunity to deal with discovery disputes, especially if those disputes find their way to the Commission.



Alternatively, one modification the Commission could make would be to maintain the 30-day response period, but require a party responding to discovery to indicate in writing within 10 days whether it intends to object to a data request (and on what basis) or require on-site inspection.  This is the timeframe and process followed for several years by telecommunications companies before the Commission, and should be adopted in this context as well.  As interveners, GIG and GTMA need to have some indication whether their consultants will have to travel to inspect documents, or whether the Company is going to raise legal objections to critical data requests.  In a short-fuse FCR case, waiting 30 days to find out the Company is going to refuse to respond to a question or require on-site inspection puts an enormous strain on parties seeking information.  To the extent that discovery disputes arise, it also would place a great strain on the Commission to resolve such disputes in unmanageably short time periods.  Adopting this alternative proposal would improve the process and allow parties (including the Company) a meaningful time to address discovery disputes.  

4.
The Commission Should Order that the Next Georgia Power Fuel Case Will Not Be Filed Until March, 2008.



GIG and GTMA agree with the Staff and the Company that the next fuel case should not be filed until March, 2008.  In addition to allowing the new rates to work for a full 12 months, Georgia consumers are in need of a break from unrelenting rate cases that have resulted in an FCR rate that is twice what it was three years ago.

III.
CONCLUSION AND SUMMARY OF REQUEST



WHEREFORE, for the reasons stated herein, GIG and GTMA respectfully request that the Commission order the following:


(1)
A $24 million reduction to Georgia Power’s requested Part A increase to account for lower oil prices and therefore lower coal transportation costs;


(2)
A $41.7 to $63.1 million reduction to Georgia Power’s requested Part A increase to account for more reasonable, reliable natural gas commodity price projections;


(3)
A $16.9 million reduction to Georgia Power’s requested Part A increase to account for the Company’s failure to fully explain its natural gas delivery projections;


(4)
A $33.0 million reduction to Georgia Power’s requested Part A increase, $14.0 million reduction to Georgia Power’s requested Part B increase, and $22.0 million reduction to Georgia Power’s Part C rate request, to account for the Company’s failure to properly credit emissions revenues from its wholesale activities to retail fuel costs;


(5)
A $1.6 million reduction to Georgia Power’s requested Part B increase, and $2.7 million reduction to Georgia Power’s Part C rate request, to exclude unjustified carrying costs due to Georgia Power’s modeling errors related to operating reserves;


(6)
The adoption of a seasonal FCR rate;


(7)
The extension of the Part B amortization period to 32 months, and the establishment of a 48-month amortization period for Part C under-collections;


(8)
Permanent adoption of the MFRs;


(9)
Establishment of a technical conference held at a reasonable point early in each fuel case;


(10)
Reduction of discovery response time periods in fuel cases from 30 days to 10 days or, alternatively, a requirement that parties responding to discovery indicate within 10 days of a request whether the party intends to object to the request (and on what basis) or require on-site inspection of responsive documents; and


(11)
Filing of the next fuel case in March, 2008.

Respectfully submitted this 30th day of January, 2007.






________________________________________





Charles B. Jones, III






Georgia Textile Manufacturers Association






The Hurt Building






50 Hurt Plaza, Suite 985





Atlanta, Georgia 30303





(404) 688-0555 






________________________________________






Randall D. Quintrell






Randall D. Quintrell, P.C.






999 Peachtree Street, N.E.






Atlanta, Georgia 30309

(404) 853-8366

�  Mr. Pollock also reviewed the one-day closing price as of January 9, 2007, in order to establish the range of options the Commission could consider.  If the Commission were to use the one-day close as of January 9, the reduction would be $57 million.  However, a 20-day average is more reliable because it “smoothes out” the natural ebb and flow of prices over any given time period.





� While it is unclear exactly when the modeling error began to affect the FCR rate determinations, GPC concedes that prior budgets did not reflect what GPC now says is the appropriate level of operating reserves.  Thus, the modeling error may also have affected FCRs prior to FCR-18.  FCR-16 became effective in October 2003, while FCR-17 became effective in June 2005.  Therefore, the Commission would be justified in removing carrying costs related to the modeling error at least as far back as October 2003.  
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