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ALABAMA PUBLI C SERVI CE COWM SSI ON
MONTGOMERY, ALABANVA

IN RE: RATE RI DER RGB

(Suppl enment ary backup or mai nt enance power)

JAMES H. BANKSTON, et al.,

Peti ti oners/ Conpl ai nant s,
VS. DOCKET NO. 32767
ALABANVA PONER COMPANY
and
ALABAVA PONER COVPANY,

Petitioner. DOCKET NO. U 4226

ok Kk K Kk K K K Kk k%

TESTI MONY AND PROCEEDI NGS before the
Honor abl e John Garner, Chief Adm nistrative Law
Judge, at the Carl L. Evans Chief Adm nistrative
Law Judge Hearing Conpl ex, RSA Uni on Buil di ng,
100 North Union Street, Mntgonery, Al abama, on
Novenber 21, 2019, commenci ng at approximately
9:00 a.m; and reported by Stacey L. Johnson,
Certified Court Reporter and Conm ssioner for

the State of Al abama at Large.
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APPEARANCES
FOR THE APPLI CANT:

FOR THE PUBLI C SERVI CE COVM SSI ON
John Rei d

Chad Mason

ALABAMA PUBLI C SERVI CE COWM SSI ON
100 North Union Street

RSA Uni on Bui | di ng

Mont gonery, Al abama 36104

FOR THE OFFI CE OF THE ATTORNEY GENERAL:

OFFI CE OF THE ATTORNEY GENERAL
Ti na Hammonds

t hammonds@go. st ate. al . us

Zack W/ son

Aivia Martin

501 Washi ngton Avenue

P. OO Box 300152

Mont gonery, Al abama 36130-0152
334. 242. 7300

* k% k% * * * * * * * *

THE COURT: For the Record,
we're here this norning, Novenber 21,
2019, for a public hearing in the
matter of Dockets 32767 and U4226.
Interested parties were nmade aware of
today' s hearing pursuant to a
procedural ruling entered in this
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cause on Cctober 7, 20109.

Let the Record reflect that
in addition to the
conpl ai nant/i ntervenors, Janes H.
Bankston, Ral ph B. Phifer, and GASP
Inc., which | nmay collectively refer
to as Bankston, et al., or the
conpl ai nant/intervenors, the
Conmmi ssion al so granted the petition
to intervene in this cause as
submtted by Energy Al abama, and that
will be M. Daniel Tait. W'IIl get
appear ances here in a nonent.
Yesterday the Conmm ssion received a
petition to intervene in this cause
fromthe Attorney CGeneral of Al abana.
That petition is granted, making the
attorney general also a part of the
Record in this proceeding.

Al right. Now, let's go
ahead and get the appearances of
counsel for the Record. W will be

appeari ng on behalf of the applicant?
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MR. GROVER: Yes, Your Honor.
I'"m Scott Grover with the [aw firm of
Bal ch & Bingham And with ne today
is Ms. Natalie Dean. She's the
regul atory pricing manager for
Al abama Power .

THE COURT: Any ot her
appear ances for Al abama Power ?

MR. GROVER: No, Your Honor.

THE COURT: M. Johnston?

MR. JOHNSTON:  Keith Johnston on
behal f of GASP, and here with ne is
Kurt Rabago and Chri stina Andreen.

MR. RAGSDALE: |1'm d ay
Ragsdale. | represent Dr. Bankston
and Dr. Pfeifer.

MR. EBERSBACH: And, Your Honor,
we al so have Karl Rabago as our
expert appearing today.

THE COURT: We'll get to
M . Rabago shortly, but thank you for
t hat .

O her appearances by staff?
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MR. REID: Yes, Your Honor. My
nane is John Reid. I'ma director
with the Conm ssion staff. And
seated with nme is M. Chad Mson.
He's an attorney with the Conm ssion
staff. W are here to observe the
proceedi ngs, but we'd like to reserve
the option to ask clarifying
questions if we find that to be the
case.

THE COURT: Yes, sSir.

And the attorney general |
see is in attendance.

MR. WLSON: Zack WIson, |
represent the attorney general. |
have Tina Hammonds and Aivia Martin
with ne. Again, we're simlar to the
staff, just here to observe and
reserve the right to ask questions,

I f necessary.

THE COURT: Al right, sir.

Thank you.

I s there anyone el se who
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needs to enter an appearance?

MR. TAIT: Daniel Tait, Energy
Al abana.

THE COURT: M. Tait, you need
to conme on up to the table, sir.

MR. TAIT: Thank you, sir.

THE COURT: You are a party of
Recor d.

In the way of prelimnary
matters, there was a request for sone
clarification about the procedure
today. | think that's resolved
itself wth Al abama Power's
responsive filings, so the power
conpany's witness is going to go
first. So | think we've resolved
that to the satisfaction of everyone.
I s that understood?

MR. GROVER  Yes, Judge.

MR. EBERSBACH: Yes, sir.

THE COURT: Very good. As far
as the procedure for presenting the

wi t nesses, we kind of gave the
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direction for that in the procedural
ruling that was entered. Wat |1'd
like for you to do, Counsel, is to
give a brief introduction of your

Wi t ness, and then the w tness needs
to provide just a very brief summary
of their testinony that's been filed
on their behalf before they're
tendered for cross-exam nation. And
"Il swear each of you as you cone to
the stand right here before us.

Any other prelimnary
matters we need to address before we
proceed with the presentation of
Al abama Power's case?

MR. GROVER: None for Al abama
Power, Judge.

THE COURT: Let's proceed with
the testinony of Ms. Dean.

MR. GROVER: W& woul d ask
Ms. Natalie Dean to take the chair.

THE COURT: And I'll need to

swear you before you're seated,
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Ms. Dean.
NATALI E DEAN
the witness, after having first been
duly sworn to speak the truth, the whole truth
and not hing but the truth, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON

BY MR. CGROVER:

Q Ms. Dean, could you repeat your position
wi th Al abana Power Conpany, please.

A Yes. M testinony explains how the conpany
devel oped the backup power service charges
under part 1B of Rate R der RG. These
charges, which are consistent with the
requi rements of PURPA and Al abama | aw,
enabl e the conpany to recover the costs
associ ated with serving the backup power
needs of custoners with onsite
I nt erconnected generation in a
nondi scri m natory manner.

I would note that | ast week the conpany
filed errata to nmy testinony to correct a

data sequencing error. In so doing, the
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conpany recogni zed that the capacity
reservation charge and the RTA -- rate RTA
super peak charge shoul d be one cent | ower
than | previously indicated. At the

di rection of the Conm ssion, the conpany can
file conformng tariff sheets to reflect
this updated pricing and incorporate any
additional revisions to the tariff deened
war r ant ed.

So as your summary reflects, you caused
testinony to be submtted in the Docket
W4226; is that correct?

That's correct.

And that testinony concerned proposed

nodi fications to the conpany's Rate R der
RGB, correct?

That's correct.

And outside of the errata itemthat you just
noted, to your know edge, does that
testinony remain true and accurate to the
best of your know edge?

Yes, it does.

And if | asked you the sane questions set
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Page 10

forth in that testinony outside of the
errata itemyou described, you would provide
the sanme answers reflected in that
testinony?

A Yes, | woul d.
And in connection therewith, you al so caused
to be filed -- caused to be filed in the
docket reply testinony on, | believe,
Decenber 13, 20187

A That's correct.
And the sane set of questions. To your
knowl edge and outside of the errata itens
you descri bed, does that testinony remain
true and correct to the best of your
know edge and belief?

A Yes, it does.
And if | asked you those requests that are
set forth in your reply testinony, would you
provi de the sanme answers as set forth in
your testinony?

A Yes, | woul d.

MR GROVER: | think with that,

Judge, we woul d tender the w tness
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for cross-exam nation.

THE COURT: Al right. And I
don't know what order we want to
proceed. |If the
conpl ai nants/intervenors want to go
first, that's certainly fine.

MR. EBERSBACH. Thank you, Your
Honor .

CROSS- EXAM NATI ON

BY MR EBERSBACH:

Q
A.

Good norni ng, M. Dean.

Good nor ni ng.

We're here today to tal k about Al abama
Power's Rate Rider RGB and specifically the
charges it assesses agai nst custoner
generators on certain rates listed in part
1B of the rider. That's the backup power
section, correct?

Correct.

Now, there are four affected rates, one of
which is rate SCH And that's for school s,
right?

That's correct.
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There is also LPS, which is for

nonresi dential small power producers?
That's correct.

There is RTA, which is a tine of use rate,
right?

For residential. Correct.

For residential. GCkay. And finally, rate
FD, and that stands for famly dwelling?
That's correct.

So to be clear, the capacity reservation
charge applies only to those four rate

cl asses, right?

That's correct.

And of those four, the rate RTA custoner,
just one of those classes -- the RTA

custoner has the option to avoid the charge,

but only if they pay a super peak charge; is

that right?

Actual Iy, custoners that take service under
LPS or school have options to take service
under different rates set forth in part 1A
as wel | .

Okay. But of the four classes we just
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nmentioned, if they want to avoid the

capacity reservation charge, RTAis the only

one that can do it by paying the super peak
charge; is that right?

No, that's not correct. The custoners that
take service under SCH or LPS can actually
take service under a different rate under
RT -- under the part 1A rates.

But they can avoid paying the capacity
reservati on charge by agreeing to pay that
super peak charge, those rate cl asses
cannot; is that right?

That's correct. The rate RTA super peak
charge only applies to residentia

cust omer s.

Ckay. And that rate super peak charge is

71 cents per kilowatt hour during the sumrer

period, which is June through Septenber?
During the hours of three to five p.m

Ckay. And to derive that super peak charge,
did the conpany generally follow the sane
net hodol ogy as it used to cone up with the

capacity reservation charge?
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Yes, we did.

Thank you. Now, rate FD is the conpany's
standard residential tariff?

Yes, it is.

It's the rate that nost of the conpany's
1.2 mllion residential custoners are on;
that right?

That is correct.

And it's the rate FD popul ation that the
conpany drew fromto devise the part 1B
charges, right?

That's correct.

Now, the capacity reservation charge, this
Is a per kilowatt charge assessed agai nst
the size of the custoner self-generation
system correct?

The rate itself is applied to the install
capacity at a custoner's residence. Yes.

That's correct.

And specifically, it's a nanmepl ate capacity?

It Is naneplate capacity. Correct.
And while the charge applies to any

cust oner - si ded generation, assum ng the
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custoner renmains interconnected, the reality

is that alnost all custoners currently
subject to it are solar customers, right?
Based on the information | have, that's
correct.

Sol ar, the conpany recogni zes, is the
predom nant means of non-energency self-
generation that in recent years custoners
have i ncreasingly been adopting; is that
right?

Can you say that one nore tine. | didn't
hear the full question.

Solar is the predom nant neans of

non- emer gency self-generation that in recent
year custoners have been choosing to adopt?
Under the part 1B rates, | would say yes.
And, in fact, the conpany designed the
charge based on representative profiles of
custoners it considered |likely to adopt

sol ar generation, right?

That's correct. W use actual custoner data

to do that. Correct.

And by | ooking at -- by looking to the
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Page 16

production profiles of solar generation?

A I'"'msorry. Say that one nore tine.
In devising the charge, you |look to the
production profiles of solar generation?

A We actually | ooked at the output of a nodel
solar profile. Correct.

Q kay. Is it fair to say that concerns about
sol ar adoption are what pronpted the conpany
to develop this charge in 20127

A I would say what pronpted the conpany to
| ook at this in 2012 was that we actually
al ready had | arger custoners under the
part A rates that were taking service from
Al abama Power and requiring backup service
at that tine.

On or around that tinme, we actually had

depl oyed AM technol ogy and began to detect
f eedi ng back onto our system and we
acknow edged at that time that we had
I nt erconnect ed generators that had not
actually applied through the appropriate
protocol to actually have interconnected

generation on our system And for the
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safety and reliability concerns, that was
what pronpted -- one of the reasons that
pronpted us to investigate that.

kay. Thank you. Now, Rate Ri der RGB has
been in place for about 30 years; is that
right?

That sounds about right.

But the capacity reservation charge we've
been tal ki ng about, the conpany didn't
propose it until Decenber 2012 and didn't
begin assessing it until roughly May 2013;
is that correct?

That's correct.

And that was part of the fifth revision to
Rate Ri der?

It was.

The charges at that tine was $5 per

kil owatt, which is the charge currently in
effect today, right?

That's correct.

So a rate FD customer with four kilowatts of
sol ar must pay the conpany $20 per nonth or

$240 per year?
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That's correct.

And nust pay that charge for as long as
their system renmains interconnected?
That's correct. That's the -- that's
actually the cost we are recovering to
provi de backup service to those custoners.
So a residential customer who installed
solar like any rate FD custoner, they're
going to have to pay the conpany's basic
service charge, right?

They're going to have to pay the basic
service charge. Wich charge are you
tal ki ng about ?

Well, there's a basic service charge of
14.50; is that right?

Yes. That's correct.

And that applies to all rate FD custoners?
It does.

So the solar customer on rate FD as wel |
woul d have to pay that?

That's correct.

And then they pay a volunetric charge that

varies with their |evel of energy usage,
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right?

Yes, they do.

And that volunetric charge is designed to
recover both variable and fixed costs,
correct?

Yes, it is.

And then under the Rate Ri der, they would
pay this additional charge according to the
nanmepl ate capacity if they're solar
installation?

If they chose to interconnect onsite
generation with the conpany's system they
are subject to Rate Rider RG, and, yes,
they have the option to pay the capacity

reservati on charge.

Wll, if they're on rate FD, they would have

to pay, correct?

Well, they have the option to take service
under a different rate structure.

Li ke RTA?

Li ke RTA. Correct.

I n which case, they woul d pay the super peak

char ge?
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That's correct.

kay. So when the charge was first adopted
in 2013, there were just 79 custoner
accounts subject to it?

That's correct.

And today there are approxi mately 155
customers subject to Rate R der RGB?
That's correct.

But that includes custonmers who are covered
under part 1A of the charge, right?

The 1557

Yes.

The 155 applies to both part A and part B.
And 1'Il note the 155 represents the nunber
t hat was | ooked at about a year ago.

kay. So it's not necessarily current?
It's not a current nunber. That's correct.
Do you have a current nunber?

| have a current nunber that's subject to
part B. | don't have a total

i nterconnected -- well, I"msorry. | do
have an approxi mate of about 197.

kay. And what's the nunber that's subject
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to the part B?

Today?

Today.

Today that nunber is somewhere around 132.
Ckay. And just to be clear, the part A
custoners do not pay the capacity
reservation charge; is that right?

The part A custoners pay for backup through
the design of their rate.

Right. So they don't pay the capacity
reservati on charge?

They don't pay the capacity reservation

charge, but they do pay for backup service.

kay. Thank you. So you said 132 custoners

under part B. That's out of sone

1.2 mllion residential custonmers for the
conpany?

Yes.

So woul d you agree that in 2013 and even

today the anobunt of installed custoner-sided

sol ar capacity that's interconnected to

Al abama Power's systemis pretty small?

Il would -- | don't know what you classify as
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smal | .

Q Well, do you know -- there's 132 custoners.
Do you know what the conbi ned nanepl at e
capacity is for those custoners?

A I would say it's just over, | would say,

650 kilowatts.

Q kay. And with that conpared to a total
capacity for the conpany of between 13, 000,
14, 000 negawatts?

A Yes.

Ckay. Did the conpany consider the |evel of
penetration of custonmer-sided solar inits
service territory to be a rel evant

consi deration before adopting the charge?

A Say that one nore tine.

Q Did the conpany consider the |evel of
penetration of custoner-sided solar on its
systemto be a rel evant consideration before
adopti ng the charge?

A I would say the conpany consi dered any
custoner that needed backup service needs to
be a rel evant consideration to the Rate

Ri der RGB requirenents.
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Page 23

Q Ckay. So does that nean the answer to ny
guestion is, no, you did not consider the
| evel of penetration to be relevant?

A | would say we | ooked at all penetration of
all types of generation.

Q Ckay. But you said a nonent ago around
600 kilowatts versus 13-, 14,000 negawatts
for the system Was that a rel evant
consi deration?

A Yes. | would also note you're only quoting
t he backup needs for the part B rates.
There's a consi derabl e nunber of nmegawatts
served under the part Arates as well.

Q Wll, we're here today to tal k about the
part B char ges.

A Ckay.

And did the conpany | ook at any data before
adopting this charge regarding how many nore
custonmers it expected to adopt solar on a
goi ng forward basis?

A No, we did not | ook at forecasting solar
adopti on.

Q Did the conpany have any data suggesti ng
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sol ar penetration on the system was reaching
a point that it could affect system
reliability?

A | would note that any custoner that expects
backup needs on our system w thout planning
for that would inpose reliability
consi derations on our system

Q Was there any indication before adopting the
part B charges that the relatively snall
| evel s of existing solar custoners were
those likely to install solar were having or
were likely to have an adverse inpact on the
conpany's financial integrity?

A In the absence of cost recovery neasures to
recover the cost of our business, | would
say the conpany absol utely woul d consi der
whet her or not we could recover those costs.

Q But would it affect your financial integrity
in ternms of credit ratings?

A If I did not have adequate cost recovery
cost neasures in place, absolutely. That's
true of any cost of ny business.

Q Even for 600 kilowatts?
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Page 25

A Even for 600 kilowatts. That's correct.
Did these solar custoners drive any specific
infrastructure costs relating to
I nterconnection and reliable operation of
the grid?

A Can you ask that one nore tine.
Did the solar custonmers that were existing
at the tinme you adopted this charge drive
any specific infrastructure costs relating
to interconnection and reliable operation of
the grid?

A | don't have that information. | would say
the conmpany had to consider the ful
requi renments needs of the custoner with
onsite -- interconnected onsite generation.

Q Did those solar custoners require the

conpany to procure any additional capacity?

A | don't have that information. Not to ny
know edge.
Q Now, the capacity reservation charge applies

based on the size of the custoner's system
and not based on their actual usage,

correct?
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Page 26

A That's correct.

Now, you're aware that sonme affected
custoners filed a conplaint wwth this
Comm ssi on about the charge, correct?

A Yes, | am
Have you read the affidavits of the
custoners involved in this action?

A Yes, | have.

Q So those custoners allege that the charge
wi Il cost themthousands of dollars over the
life of their installed systens
significantly underm ning their investnent
and | engthening its payback period. Do you
have any reason to dispute that the
custoners have been inpacted as they all ege?

A | don't have any reason to dispute that. |
woul d say that they have requested the
conpany to provide a service to them and
there's a cost to that service.

Q Now, in response to the conplaints, the
conpany nade a filing to increase the charge
by 42 cents per kilowatt and sinultaneously

noved to dism ss the conplaint, correct?

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Correct.

And now there's an errata filing | owering

your proposed increase by one cent, correct?

That's correct.

So if approved, the new charge woul d be
$5. 41 per KWp

That is correct.

So if it's approved, the conplainants woul d

now pay 5.41 per kilowatt rather that the $5

t hey pay today?

That's correct.

Whi ch woul d negatively inpact the econom cs
of their private investnments even nore than
the current charge?

| can't speak to the economcs of a
custonmer's choice to install interconnected
onsite generation. | can tell you the
charge recovers the cost to provide backup
power service to those custoners.

But you understand it is affecting the

savi ngs they would otherw se realize w thout
the charge, correct?

| can tell you that ny consideration is to
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recover the cost to provide service to the
custoners that have decided to interconnect
onsite generati on.

Now, you woul d acknow edge that custoner-
si ded sol ar provides certain benefits,
right?

Can you el aborate?

Well, at a mninum would you agree that a
custonmer with solar reduces system costs
when they're able to rely on self-generation
during peak tinmes?

Can you say that one nore tine, please.
That a custoner with solar reduces system
costs when they're able to rely on self-
generation during peak tinmes?

| would say that custoner avoids the

vari abl e cost associated with costs.

So the conpany doesn't have to supply that
electricity to that custoner if they're
sel f-generati ng?

Keep in mnd, the capacity reservation
charge actually recovers the cost to have

capacity available to serve those needs when
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and if they need it whenever that tine frane
IS.

Q | understand that. But there is a variable
energy benefit, correct?

A And | would say we actually did take that
into consideration in the devel opnent of the
char ge.

Q Right. So there is a system benefit at
| east in that respect, correct?

A I would say the custoners avoid that cost.
Correct.

Q And so does the conpany?

A Yes.

Now, peak tinmes are generally when the
systemis nost stressed, correct?

A That is correct.

And margi nal energy production is at its
nost expensi ve?

A Yes, it is.

Q So if custoners are self-supplying the
el ectricity during peak tinmes, that reduces
system stress and system costs?

A Say that one nore tine, please.
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If custoners are self-supplying electricity
during peak tines, that reduces system
stress and system costs?

Correct. But if they don't produce, | have
to stand ready to serve them whatever that
time is, including the peak.

kay. That wasn't ny question but |
understand. Simlarly, to the extent the
solar -- the solar custonmer is not using
capacity during peak tines, that frees up
capacity for use by other custoners, does it
not ?

That's correct.

But the conpany didn't perform any
assessnment of the costs and benefits of

di stri buted sol ar generation before
instituting this charge or the proposal to
increase it, correct?

| would say we actually did the benefits.
We actually did consider the variabl e cost
benefits that the custoner avoids, and we
actually -- in the consideration of the

fi xed cost avoi dance, we actually did give
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credit for that. To the extent that you're
tal ki ng about sonething other than that, the
capacity reservation charge actually
recovers the cost of backup. | think if

you' re tal king about sonmething else, that is
better suited in a different tariff.

Q Well, the conpany did file some responses to
suppl enental data requests served by the
Conmm ssion, right?

A Yes.

And do you recall request nunber 4?

A | don't renenber the nunmber of the
guesti ons.

Q Wl l, you were asked did the conpany
consi der and quantify any benefits that may
be provided on a consistent basis by such
onsite generation.

A Yes.

Q And do you recall the conpany said that it
did not perform any independent assessnent
of the benefits or costs of interconnected
onsite generation in devel oping the capacity

reservation charge in the RTA charge?
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A Ri ght. The capacity reservation charge
actually is nmeant to recover the cost of
provi ding backup. As | stated before, the
benefits, other than the variable cost
benefits that we actually already did talk
about and did consider and a percentage of
the fixed cost benefits that we actually did
consi der, no, any additional benefits
associ ated with the production of that
facility are not suited recoverabl e under
this tariff.

Q kay. But | think you just acknow edged
there are variable energy and fixed cost
benefits?

A Yes. And we did acknow edge those in the
cal cul ation

Q Ckay. So you did not use -- Southern
Conpany has devel oped a franmework for
considering the cost and benefits of
distributed solar. You're aware of that,
correct?

A If you're tal king about the franmework that

was used on behal f of Georgia Power.
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Yes, but devel oped by Sout hern Conpany,
correct?

That's correct.

And you didn't consult that framework?

No, we did not.

And you didn't develop a simlar franmework
for Al abama?

No, we did not.

So as we sit here today, the conpany hasn't
assessed whet her distributed sol ar
generation in its territory may provide a
net benefit at least up to sone |evel of
penetration?

Again, 1'll say the benefit associated with

the production of any solar facility is

better suited on a -- in a different tariff.

You're tal king about the benefit that
generators put back on our system That
doesn't have any bearing on the cost
recovery of providing backup service to
those custoners under this charge.

So you're tal king about solar exported to

the grid?
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That's correct.
So you acknow edge that's a benefit?

| would say that to the extent it avoids

vari abl e costs that the conpany incurs, yes.

And frees up capacity?

Capacity -- it depends on what you talk
about by frees up capacity.

Well, if a solar custoner is a net exporter
during system peak, they're providing both
an energy benefit and they're not using the
conpany's capacity at all so that other
customers can use it; is that right?

Right. But | have to stand ready to serve
t hat generation anytine that custoner needs
it up to and including the peak.

Are you aware that your sister utility,
Georgi a Power, proposed but w thdrew a
charge simlar to the capacity reservation
charge in 20137

I'"maware that they | ooked at that, yes.

But that wasn't relevant to your

determ nation either?

O sonmething that Georgia Power did in a
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different jurisdiction?
Q Ri ght.
A No.
Q Do you know how Ceorgia Power's solar --

Q Just
t hat
A. The

MR GROVER: Your Honor, |
object. W've given a little bit of
a |l eash tal king about ot her
jurisdiction, but |I nean, last tinme |
checked, we're here in Al abama before
t he Al abama Public Service Conm ssion
so just wth that caveat.

THE COURT: Yeah, let's keep
those questions to a mninumas far
as if you want to touch on it
briefly, but I don't want to dwell on
t hat issue.

MR. EBERSBACH: Your Honor, that
was ny | ast question.

to establish that you didn't consider
rel evant.

things that | considered relevant in the

devel opnment of the capacity reservation

charge are charges that Al abama Power incurs
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on behal f of serving all of its custoners,
especially for those custoners that ask for

the service of providing backup service to

them Those were the costs that we assessed

when devel opi ng the capacity reservation
char ge.
So the experience of other states with
hi gher | evels of solar penetration than
Al abama, you considered irrelevant to your
det erm nati on?
| don't know how sol ar penetration in a
different state affects the cost here in
Al abana.
So the answer is, yes, you did not consider
it relevant?
| did not.

THE COURT: | think her answer

speaks for itself.

Now, the conpany's position is that the
capacity reservation charge is needed to
cover the cost of providing backup service
to those self-generating custoners, right?

That's correct.
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Q But the conpany did not do any cost of
service analysis specific to the popul ation
of rate RD custoners, did it?

A ["'msorry. | didn't hear the question.

Q The conpany didn't do any cost of service
anal ysis specific to the rate FD custoners
wth solar, did it?

A Yes, we did. That's not correct.

Q Well, you | ooked at the usage of custoners
who had adopted solar but prior to their
adoption of solar; am|l right about that?

A Right. It wouldn't -- it wouldn't nake
sense for nme to use a profile after they
adopted solar. | needed to know what their
| oad profile | ooked |ike before they adopted
sol ar.

Q kay. So you didn't | ook at the actua
net ered net usage of existing parti al
requi rements custoners subject to part B of
the rate rider?

A Well, | need to understand what the custoner
| ooked |i ke before they install ed generation

and after they installed generation to
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understand the costs associated with that.
And - -

O which | don't have that information
avail able to ne.

Well, you -- custoners who have adopted

sol ar, you do have their net usage?

| have their net usage. Correct.

And that's what you send thema bill for,
correct?

["msorry?

That's what you bill themfor, correct?

For their net usage?

Yes.

| actually do bill themfor their net usage
under supplenentary service rate. Correct.
So you have that data?

| do have that data, but | don't have their

sol ar production dat a.

Right. But the -- when you say you conpared

data before and after sol ar adoption, you

weren't |ooking at the actual net netered --

the net usage date for those custoners, you

were | ooking at a representative profile to
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whi ch you had applied a solar production
profile; is that right?

A | | ooked at the before usage of actual
custonmers prior to theminstalling onsite
generation. And the reason for that is
under standi ng how to -- how to use that
information. | need to understand what
their profile I ooks |ike ahead of them
installing generation. | need both sets of
information in the same subset to be able to
eval uate that.

Q (kay. But had you used actual netered net
usage data, you would know exactly what
demands the custoner -- solar custoner

pl aced on the system and when, would you

not ?

A. Yes, | have that infornmation, but | don't
have -- what | don't have available to ne is
the total consunption of the house. | only

have the net. So if I'"'monly | ooking at the
net, | don't know what their |oad profile
| ooked |i ke before they installed it, which

is acritical piece of infornation.
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But you do know exactly when they're using

the system right?

Right. But | need to understand of the --

iIf 1"'mlooking at a ten kilowatt -- ten

kil owatt residence, sonebody that demand is

ten kilowatts and they've installed a two

kil owatt generator, | need to understand the

rel ati onship between what the entire
household is to understand how to
appropriately recover the cost for backup.

| wouldn't want to charge them backup for
the full ten.

But with net usage, could you not determ ne
whet her those solar custoners as a cl ass
remain wthin the normal variation for the
residential class as a whol e?

When you say normal variation within the

class as a whole, | don't know what you
mean.

Well, rate FDis a volunetric energy, right?
Yes.

And it's designed to recover both variable

and fixed costs as we've discussed, right?
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A That's correct.
And you woul d agree that there is |oad
di versity anong residential custonmers as a
class, right?

A Yes, there is.

Not just in terns of how much electricity
t hey consune but when they consune it?

A I would say a residential class as a whole
tends to peak about the sane tine.

Q And rate FD is designed to recoup the
conpany's fixed and variable costs with
consi deration of that |oad diversity anong
residential custoners, correct?

A Yes.

Ckay. So going back to your analysis, you
devel oped a representative |oad profile for
custonmers w thout onsite generation. And
that is a rate FD custoner, right?

A That's correct.

Q You then reduced that representative
custoner's usage by the expected hourly
production of the onsite solar generation as

nodel ed by the PB watts tool ?
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Ri ght .

And specifically the hourly production of
one kilowatt of solar?

That's correct.

Wul d you agree that a residential custoner
with only one kilowatt of solar is unlikely
to ever have excess production to the grid?
| don't know that to be a fact.

So ultimately, you canme up with the two
profiles -- representative profiles, one
with one kilowatt of solar and one w t hout?
Yes.

And you determ ned that the representative
custoner of one kilowatt of solar is |ess
costly to serve; is that right?

| would say -- in terns of less costly to
serve, | would say they avoid the variabl e
cost as we stated earlier, but | do not
avoid any of the fixed cost to serve that
custoner. | have to stand ready to serve

that custoner. | cannot change ny

infrastructure to serve that custoner. They

m ght need ne at any tine and | have to
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Q
A

stand ready to serve them so | do not avoid

the fixed cost associated wth that.

Do you happen to have your exhibit MD 4 with

you?
Gve ne a mnute to find it, please.

THE COURT: While she's | ooking
for that, | continue to hear the
chirping of an el ectronic device.
It's annoying the heck out of ne and
it's taking away ny focus. |If
anybody's stream ng this proceeding,
shut it down right now. W don't
record proceedings. W don't stream
l'ive hearings here at the Conm ssion.
Any |live stream ng needs to be shut
down right now. [It's not permtted.
If that's what |'m hearing, the
chirping, that needs to stop because
it's annoying the crap out of ne.

Now, proceed now that | can

focus hopeful ly.

Ms. Dean, you have Exhibit MD 4 before you?

Yes, | do.
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Now, | understand your testinony you just
gave, but | just want to ask you does this
docunment not show that the fixed cost
conponent for the representative sol ar
custoner is less than for the nonsol ar

cust onmer ?

What you're assuming is that that customer
wi || never require backup fromthe conpany.

And if a custoner never required firm

backup, those capacity cost savings would be

there; is that your testinony?

Yes, if they did not interconnect to the
system and require and ask for the conpany
to provide backup power service to them
t hey woul d reduce these costs. That's
correct.

Ckay. Now, | think we can agree it's
unlikely a sol ar custonmer woul d never
requi re backup if they're interconnected,
correct?

Absol utely they would require backup.

But neither should we assune that a sol ar

customer will always require backup to the
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full extent of their system s nanepl ate
capacity, right?

Correct. | think we provided information to
show t hat .

Backup power is for when the custoner's
systemis not producing what it woul d
general |y produce. Do you agree with that?
| believe I can tell you what the rate says
backup power is supposed to be for.

Well, you recall we took your deposition --
Yes.

-- earlier this year, and you said that
backup power is for when the custoner's
systemis not producing what it generally
woul d produce. Do you stand by that

descri ption?

Yes.

It's for unschedul ed outages, backup power?
| would say again what | stated at the
deposition, it is for periods when the
generator is not operating when it should be
oper at i ng.

kay. It's to serve in place of what's
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ordinarily generated by the custoner's
facility?

A | would say it's in place to serve when it
shoul d be generating for the custoner.

Q Now, the conpany's assunption is that for
every ten kilowatts of solar on its system
it must hold six and a half kilowatts in
reserve as backup; is that right?

A That's correct.

Is that capacity reserved exclusively for
the sol ar custoner?

A | would say the cal culations that we' ve set
forth and what we've shown represents the
capacity needs to serve the backup
generation needs of these particular
cust omer s.

Q But are you saying that that six and a half
kilowatts -- just to use that as an
exanple -- it's only there for the solar
custoner or can it be used for other
pur poses when it's not needed to support the
sol ar custoner?

A Well, look, if I amevaluating how | serve
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my custoners -- let's just say three people
in this audi ence have interconnected sol ar,
all three of them have interconnected one
kil owatt of solar, I"'mrequired to serve
100 percent of their needs no matter when
t hat happens. The point of the capacity
reservation charge and the reference to the
six and a half kilowatts that you tal k about
or the 65 percent actually represents at any
given point in tinme that three kilowatts of
backup power that |'m supposed to serve, |
only need 65 percent of that.

Q kay.

A But | still have to stand ready to serve
each individual custoner's needs 100 percent
of the tinme whenever they need it, but I'm
recogni zing that -- through custoner
di versification that, yes, | should not
expect to serve 100 percent of that for al
three of those custoners all at the sane
tinme.

Q So you don't need to reserve capacity on a

one-t o0-one basis?
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A Not for backup power.

And that's due to diversity as you just

ment i oned?

A. Correct.

THE COURT: Wiile you have a
little break there, let nme just nake
a clarifying statenment here as far as
vi deoing. W don't record Conmm ssion
meetings where it's involving a
contested public hearing. So | don't
want to see anybody recording
anything. You' ve got the recording
of what's transpiring here with the
court reporter on the Record, which
wi Il be available for anyone to read.
So | don't want to see any videoi ng
at this point. | don't know if that
was clear earlier. Particularly live
stream ng, but any recording at all.
So that needs to stop.

Al right. Proceed. |I'm
sorry.

Dean, just a clarification. So | may
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reference your initial witten direct and
reply witten direct testinony, do you have
t hat before you?

A | do.

Q Ckay. Thank you. So now, you've noted in
your testinony that the federal statute
known as PURPA, which is Public Utilities
Regul atory Policies Act, and | believe you
reference that as saying for the proposition
t he conpany cannot assunme a hundred percent
of custoners who' ve adopted their own
generation, that their systens will all be
down at the same tine?

A That's correct.
kay. And | think the | anguage from PURPA
IS you can't assune reductions in electric
out put by every onsite generator wll occur
si mul taneously or during system peak or
both. Does that sound famliar?

A Yes.

Now, is it your understandi ng PURPA actually
requi res Al abama Power to furnish backup

service, right?
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A If the custoner requests it, the conpany has
to provide it.

Q And it also says that the utility where they
nmust reserve such backup capacity, it's
proper for themto recover the cost
associ ated with doi ng so?

A Correct. And not have it subsidized from
ot her custoners.

Q But at the sane tine, the rates nust be just

and reasonable and in the public interest,

correct?
A Yes.
Okay. Now, you recognize that -- or do you

recogni ze that the regul ati ons are desi gned
to encourage snmall power construction?

A | can't specul ate on the purpose of the
regul ati ons.

Q Well, you've cited order 69 --

A Yes.

(Si mul taneous cross-talk.)
Q -- expense your testinony?
A Yes.

Q You' re famliar with that document?
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Yes, | am

And that it first issued the regul ations and
t al ked about --

Yes.

So are you famliar wth |Ianguage in that
docunent about purpose of those regul ations
being in part to encourage snall power
producti on?

If you could read that to ne, | could...

Do you have that docunent with you?

| don't have it.

kay.

MR. GROVER: Actually, point of
reference, | think you do. It's in
the reply testinony.

THE WTNESS: Ckay. Thank you.

MR GROVER It's the yellow
sheets. Ckay.

And, Ms. Dean, I'mreferring to page 12215.
| don't know if | have that page.

MR. GROVER: Actually she
doesn't have that page.

THE COURT: That's MD reply 5,

Freedom Court Reporting

877-373-3660 A Veritext Company 205-397-2397




© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

O > O »F

right?
MR. GROVER. She may | ust
have. . .
MR. EBERSBACH. May we approach,
Your Honor ?
THE COURT: Yes, you nay.
Ms. Dean, | represent for the Record, |'ve
handed you what | believe to be a full copy
of order 69. Do you recogni ze the docunent
as that?
Yes.
And if you could | ook at page 12215.
kay.
And up to the -- in the left-hand col um up
towards the top, do you see the | anguage
about prescribing rules that the Comm ssion
det erm ned necessary to encourage current
generation and snmall power production?
Yes.
And further down in same colum towards the
bottom do you see the | anguage there about
three maj or obstacles faced by snmall power

producers?
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| don't. Can you point to which

par agraph -- which paragraph it is, please.
The paragraph right at the bottomthat says,
secondly, sone utilities charge
discrimnatorily higher rates for backup
power service to generators and small power
producers. You see that |anguage?

Yes.

But am | correct that none of this part of
the order 69 is cited in your testinony; is
that correct?

It wasn't included as an exhibit in the
testi nony, no.

O discussed in the body of the testinony?
Not to ny recollection, no.

Now, in addition to being just and

reasonable and in the public interest, rates

for sales to these snmall power producers by
utilities cannot be discrimnatory in
conparison to rates charged to custoners

wi t hout sel f-generation unless such
differential treatnment is justified, right?

Ri ght.
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And do you understand that to nean
justification nmust have enpirical support?
Yes.

Do you understand that to be

nondi scrimnatory, the rate for backup
servi ce nust be based on the probability
that the self-generating custoner will or
will not contribute to the need for and use
of backup capacity?

What section is that cited in, please?

| believe that's cited in your testinony --
your reply testinony at page 6, lines 4 to
6.

kay. You said page 67

Yes, ma'am Lines 4 to 6.

Yes.

And it -- so it -- is that where the

di versity considerati ons we've been tal king
about conme into play?

G ve ne a second to read it again.

Sur e.

kay. | would say again in our analysis

what we said was exactly as | explained it
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earlier, |I'massumng that at any given
point in tinme, I'mnot going to have to
serve 100 percent of the backup service
needs required of each and every custoner
all at the sane tine.

And do you consider that a form of
probability anal ysis?

| guess so.

So just a few questions about the

determ nation -- what 1'Il call the
diversity credit of 35 percent that you
extend to the solar custoner. You' ve noted
t hat determ nati on was based on several
factors, such as custoner diversity?
Correct.

And al so things |Iike annual utilization of
the onsite generation and its expected

out put during system peak?

Yes.

And there were sone others, but am| correct
that in each instance the conpany relied on
no nunerical representation of those

factors?
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A I think what we stated was that there wasn't
a single calculation or mathematica
equation that produced a 65 percent nunber.
We utilize multiple pieces of information to
eval uate, to use the conpany's inforned
judgnent, to determ ne that was the
appropriate amount of capacity to hold
avai |l abl e.

Q Okay. But you recall | asked you about this
i n your deposition, and | think in each
I nstance you said judgnent, not a nunerical
representation.

A. Can you say that one nore tine.
At your deposition when | asked you about
this, you said the conpany relied on its own
j udgnent but not any nuneri cal
representation of any of those factors that

wer e di scussed.

A Right. | don't have a calculation to point
me to -- a single calculation to point nme to
65 percent. | do have information avail able

to ne that | evaluated and consul ted t hat

actually infornmed nmy judgnent.
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Q Ckay. But just to be clear, we were talking
about four different factors, and for each
of those factors, | believe your prior
testinony was that there was no nuneri cal
representation for any of those factors?

A | would have to | ook at that testinony.
don't recall exactly that. | did have
pi eces of information available to nme that |
did consult. Annual utilization of the
generator otherw se known as capacity factor
Is actually sonething that we did produce
i nformati on about.

Q kay. The conpany relied on no data
regarding the frequency of unschedul ed
out ages of custoner-sided solar, did it?

A The frequency of outages? | believe we
represented information in the nodel ed sol ar
| oad shape that actually | ooked at the
I nstances in where outages did occur.

Q But unschedul ed outages is the gquestion.

A I think your definition of unschedul ed
outage and nmine nmay differ.

Q What's yours?

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Page 58

A Again, | said it's anytine the generator
shoul d be operating and it's not --

Q kay. So --

A -- and |I'm provi ding backup power service to
t hem

Q And the data you | ooked at had those
i nstances built into it?

A I would say a single solar |oad shape that
was nodel ed had it for a single custoner.

Q Both the -- what you m ght call the nornal
variability and al so the unexpected out age,

bot h of those things?

A. The normal variable at a given point in
tinme.
Q | mean, do you nake a distinction between

normal variability and an unschedul ed
out age?

A | woul d say an outage of the generator,
anytinme it is not operating when it should
be, is an unschedul ed out age.

Q Now, regarding the conpany's -- I'Il call it
the 65 percent determ nation for shorthand,

woul d you agree that that determ nation
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figures promnently into the conpany's

cal cul ati on of the $5.41 charge?

Can you say that one nore tine.

That your determ nation of 65 percent being
t he appropriate backup need, that figures
prom nently into your -- to the nunber
you've ultimately cone up with to assess
agai nst ?

It was a piece of information that was used
in the calculation to provide backup power
servi ce.

But if the nunber was 5 percent, the charge

woul d be correspondingly | ower, correct?

And if it was a hundred percent, it would be

correspondi ngly higher.

That's all my math skills right there.
Now, PURPA, the statute we've been

tal ki ng about, that draws a distinction

bet ween suppl enentary and backup power,

right?

Yes.

And so does Rate Rider RGB?

Yes, it does.
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Under PURPA, supplenentary power is electric

energy or capacity used by a facility in
addition to that which it ordinarily
generates. |s that your basic
under st andi ng?

Yes. | would have to consult the exact

| anguage fromthe rate, but that sounds
about right.

Wher eas, backup power, we've tal ked about
unschedul ed out ages, that would repl ace, not
be in addition to, but it would replace what
woul d ordinarily be generated were it not
for the unschedul ed out age?

Yes.

And when you tal k about suppl enentary power,
an interconnected custonmer with sol ar,
assum ng they don't have storage, is
unlikely to be able to neet all of their
electricity needs with sel f-generation.
Wul d you agree with that?

Can you say that one nore tine.

Tal ki ng about suppl enmentary power, an

i nt erconnected solar, assunmi ng they don't
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have storage, is unlikely to be able to neet
all of their electric needs with self-
generation?

Are you tal king about a point in tine, or
are you talking about in totality?

Well, let's say a residential custoner with
four kilowatts.

Yes.

They're still going to need you if they're
i nterconnected, right?

Yes, they're going to need ne for

suppl enentary service as well as backup

And so for one thing, the custoner source is

unlikely to ever produce at its ful

namepl ate capacity. Wuld you agree with
t hat ?

| don't disagree with that.

And won't produce as nmuch as or even at al
when there's cloud cover?

| would say that's when they need ne to
provi de backup power service to them

Not suppl enentary power?

No. |If the generator is supposed to be
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produci ng during daylight hours and it is
not producing, |I'm providing backup power
service to that generator

Q And a solar system won't produce at night
obvi ousl y?

A No, it does not produce at night. And I've
taken that into consideration in ny
anal ysi s.

Q So in those instances to the extent of their
unmet power needs, the conpany (sic)
purchases electricity fromthe conpany?

A I'"'msorry. Say that again.
In those instances when the solar system
Isn't producing to the extent of their unmet
power needs, the conpany (sic) purchases
el ectricity fromthe conpany?

A The conpany purchases --

The custoner purchases electricity fromthe

conpany.
A The custoner -- if the generator is not
produci ng, the custonmer -- and they're

i nterconnected to the system and the

conpany's providing firm backup power
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service, that custoner is consum ng usage
fromthe conmpany no matter when that occurs.

Q At the full retail rate?

A At the full retail rate, at the
suppl ementary power rate. Correct.

Q The supplenentary rate is the sane as the
rate that would apply to any rate FD
customer, right? It's that volunetric
ener gy charge?

A It is.

And that's designed to recover both fixed
and variable cost as we've discussed?

A. Yes, it is. It's not designed to recover
the cost of backup.

Q And really even for unschedul ed outages when
the custoner systemis unexpectedly down and
they as a result purchase power fromthe
conpany, they're paying to the extent of
t heir usage both variable and fixed costs,
correct?

A Say that one nore tine.

They' re paying to the extent of their usage

both vari able and fi xed costs under rate RFD
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when there's an unschedul ed outage and t hey
draw fromthe grid?

A Rate FD, yes. But keep in mnd, that
custonmer is a partial requirenents custoner
and not a full requirenents custoner.

Q Now, for supplenentary power, Rate Ri der RGB
assesses no capacity reservation charge,
correct?

A Say that one nore tine.

For suppl enental power, Rate Ri der RGB

assesses no capacity reservation charge?

A For suppl enental power?
Ri ght.
A No. It's a partial requirenments custoner.

The custoner by definition has installed
I nt erconnected onsite generation and has
nodi fied their supplenentary power rate to
i ncl ude the cost of backup, which is served
under the capacity reservation charge.

Q Right. Gkay. |I'Il nove on. So the
capacity reservation charge is just for
backup power, not supplenental power, right?

A The capacity reservation charge recovers the
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cost of providing backup power service to
t hose custonmers when they need it.

I n distinguishing between what's

suppl enentary and backup power, would you
agree that the key is determ ning what a
sol ar generation systemordinarily
gener at es?

Say that one nore tine.

Let me ask you this. The conpany woul d not

consider it appropriate to assess the backup

charge for supplenentary power needs,
correct?

I will tell you that the custoner has

nodi fied their consunption fromthe conpany
such that they are a partial requirenents
custonmer. They have asked the conpany to
provi de an additional service to that
customer. They are paying for the

suppl enental service during tinmes when the
generator is not producing. Yes, they're
paying for that both for the suppl enental
needs and for the backup power needs. The

capacity reservation charge actually
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recovers any additional cost above and
beyond what's recovered through the

suppl enentary power rate to pay for the cost
of backup power. | think we acknow edged in
the testinony the reason why we want to | ook
at the cost that the custoner pays under the
suppl enentary power rate is so we do not
over recover cost associated with providing
backup.

Q And we'll get to that in a nonent. In
devel opi ng the capacity reservati on charge,
you relied on the PB Watts tool as we tal ked
about. That tool has built into it certain
assunpti ons about weat her variances and
i nvertor efficiency, correct?

A Yes, it does.

And t he conpany then weighted the | oad shape
based on the three weather zones that
represent solar production across the

Al abama Power service territory?

A | would say we represented all of the
weat her across Al abama in a single | oad

shape.

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Page 67

So does the conpany consider that resulting
profile indicative of what a sol ar
installation would ordinarily generate in
its service territory over the course of a
year ?

| would say it would be an average across
the state for one single custoner.

Well, so, then, how did you determ ne what a
sol ar systemordinarily generates?

How did | determ ne what a sol ar system
ordinarily generates?

Ri ght .

Based on the data produced fromN Rail PB
Watts tool.

And then you weighted it across the weat her

zones?
To represent an average custoner -- single
customer -- in our service territory.

So is that consistent with what you woul d
expect a solar systemfor that
representative custoner to ordinarily
generate over the course of a year?

For a single custoner.
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But that was the representative custoner
that you used to devel op the charge,
correct?

That's correct.

Now, in your reply testinony, you say backup

power covers all reductions and onsite

generation, including unschedul ed out ages

associ ated with the absence of sunlight. Do

you recall that?

Yes.

And | believe you said this before. So you
woul d consi der backup power as needed for
reductions in output due to cloud cover?
Yes. |If the solar system shoul d be

produci ng and i nstantaneously has a cl oud

cover cone over it, | am absolutely required

to stand ready to serve the needs of that
cust omer whenever that happens.

But hasn't the weather information you

al ready took into account to devel op your
sol ar production profile -- doesn't that

weat her data al ready include assunptions

about the cloud cover one mght ordinarily
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expect in a year?

As | nentioned for a single custoner, it
does, but what it doesn't look at is

mul tiple custoners across ny territory
generating at the sane tinme. That profile
does not represent that.

Now, you -- in your reply testinony, you
provi ded an EPRI study of distributed solar
PV performance in Al abama, correct?

Yes.

And that's a -- you have that with you?

| do.

That's a 2015 report, but it's based on data

collected from 2011 t hrough 20137

Yes.

And to be fair, while you submtted this
report with your reply testinony, you did
not rely on it when you initially made your
determ nation for the charge, correct?
That's correct. | did not have this
information -- | didn't have this
information available to me or | wasn't

aware of it at the tinme | devel oped the
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capacity reservation charge, but | would say
based on the information in this study, it
absol utely validates the conpany's

concl usions that 65 percent capacity is
sufficient to neet the backup power needs of
all of our custonmers across our territory.
Variability is one thing that cones into

pl ay when you |l ook at that, as | nentioned
earlier.

Q Right. So you say in your reply testinony
the report denonstrates that solar resources
in Al abana are often unavail abl e and can be
expected to be unavailable in nmultiple
regi ons sinultaneously?

A That's correct.

Q Can | get you to turn to page 2-2 of that
report.

A kay.

Q And do you see the | anguage in the fina
par agraph, however, the cal endar is clear
that across the two |ocations daily profiles
can vary quite a bit?

A Yes.
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And it goes on to say, for exanple, on
August 27th, Tuscal oosa has a nostly clear
day while Mobil e experiences significant

cl oud cover in the afternoon?

Correct.

Now, August is a sumer nonth, a tinme when
it's hot and demand on the system can be
qui te hi gh?

Yes.

So isn't EPRI saying here on such a sunmer
day even if it's cloudy in Mbile, it could
be perfectly clear in Tuscal oosa?

I think what the study is saying is that
there is variability across the entirety of
our territory on any given day, especially
in the sumrer.

So woul d you agree on that August 27th date
that's discussed here, the conmpany woul dn't
be required to maintain full backup for a
sol ar systemin Tuscal oosa and in Mbile?
And | don't think I"'m-- | think that is
taken into account with the 65 percent

capacity that we used in our cal cul ation.
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That's why it wasn't a hundred percent.
kay. Now, | want to get back to the point
you just nmade about the conpany didn't want
to overcharge custoners for supplenentary
service --

Yes.

-- and backup. So after determ ning that
the fixed capacity cost was 65 percent of
that $129 per kilowatt difference between

t he sol ar and nonsol ar custoner, you did
anot her cal cul ation, correct?

Say that one nore tine.

So you've applied that 65 percent -- or the
35 percent credit if we want to call it
that -- then you did a -- as | understand

it, you did another calculation, and your
pur pose there was to nake sure that the
cust omer wasn't overcharged?

That's correct.

In here what you focused on was the

di fference in expected annual cost recovery
bet ween the two profiles; is that right?

To the best of ny recollection, yes.
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Q And you also switched froma one kil owatt
solar profile to a 4.3 KW which you said
represents the average size of onsite
generation for interconnected custoners?

A That's correct. | used a one kil owatt
systemto determ ne the cost per kilowatt to
provi de backup power service to custoners
with interconnected onsite generation, and
then | needed to represent what actua
custoners were doing on ny system Correct.

Q Not actual custoners, the representative
profile you devel oped?

A. The representative profile based on actua
cust oner usage.

Q Now, you determ ned the representative solar
cust oner purchases sone 5,358 kilowatt hours
fewer annually fromthe conpany than the
custonmer without solar; is that right?

A That's correct. They've nodified their
profile. They are consum ng |ess fromne
and generating it thensel ves.

Q Now, in part of the errata filing, this

results in the cost recovery difference of

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

$6097?

Yes.

And to this anmount, you applied the cost of
service savings identified earlier in your
testinony and di scussed this norning,
nanely, the variable energy cost reduction
and the fixed capacity cost reduction
associated with the 35 percent credit?

Say that one nore tine.

kay. To this figure of $609 difference in

cost recovery, you applied -- and | can

refer you to page 18 of your initial witten

direct -- you applied cost of service
savings identified earlier in your
testinony, nanely, the variabl e energy
reduction -- energy cost reduction and the
fi xed capacity cost reduction associ ated

with the 35 percent credit?

Yes, the acknow edgnent that |I'm not hol ding

100 hundred percent capacity avail abl e.
Again, I'"'mutilizing 65 percent, so |I'm
giving themthe credit of not hol ding

100 percent capacity avail able to serve
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t hem

Right. And your testinony is that both of
those things -- the variable energy cost
reduction and the fixed capacity reduction,
you call them both cost of service savings
I n your testinony, correct?

Can you point ne to that page again, please.
Page 18 of your initial witten direct at
line 19.

Page 18. Wat was the |ine again?

19.

O ny reply testinony?

No, ma'am The initial testinony.

Initial testinony. Yes, | think |

acknow edge a portion of the fixed cost
savi ngs, again, because |I'm not hol ding
100 percent capacity available to serve al
t hese custoners all at the sanme tine.

kay. So taking the two reductions

together, you determ ned that the cost to

serve this partial requirenents custoner was

reduced by $330 annually?

Yes. That's correct.
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Q In other words, the representative custoner
with solar is $330 I ess costly to serve than
the custonmer w thout solar?

A Based on this analysis, yes.

Q But this still left the conpany short $279,
and that's the difference between the 609 we
were just tal king about that you
theoretically woul d have recovered fromthis
custonmer had they not invested in solar and
t he $330 cost of service reductions
resulting fromthe sol ar?

A Ri ght .

And then you divided that figure by the size
of the systemand 12 nonths of the year,

whi ch gives you the capacity reservation
char ge?

A That's correct.

So how did this help you distinguish between
suppl enentary and backup service so as to
avoi d overchargi ng the custoner?

A So if you'll recall fromthe analysis, |
cal cul ated the cost recovery for a custoner

wi t hout solar and a cost recovery with
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solar. | have to stand ready to serve that

custoner. | think as we identified earlier,

| don't avoid any of the fixed cost to serve

that custoner. | acknow edge the fact, as
we di scussed earlier wth the exanple, that
it's not appropriate for me to hold

100 percent capacity avail able for each and

every custoner all at the sanme tinme. And so

| provide that information. | avoid the
vari abl e cost associated with that because
"' m not burning fuel to serve those
custonmers, and | acknow edge the fact that
"' mnot hol ding 100 percent of the backup
power needs to serve all of those custoners
all at the sane tine.

Which is nore expensive to the conpany, to
hol d 100 percent capacity in reserve or

65 percent?

It's nore expensive to hold 100 percent
avail able to serve the custoners.

Now -- so you -- | suppose we coul d agree

that the -- there's 10,127 kil owatt hours

billed to the custonmer with solar. Could we
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call that the supplenental service?

A No. There's backup in there as well.

"' mjust asking about suppl enental service.
So that would be --

A Right. But in order for ne to answer that
question, | would have to say that no backup
power service was needed at all at any tine
when that sol ar panel was produci ng.

Q "' m not asking about backup service at al
at this point.

A Ri ght .

Q Wul d you agree that the 10,127 that the
customer still purchased fromthe conpany,
that that's what they purchased net of their
systeni s production, correct?

A I would say that's what they purchased from

t he conmpany net of the system production.

Correct.

Q So woul d that be supplenental service, those
billings?

A | would say they're billed under the

suppl enentary service rate, but to the

extent those kilowatt hours were consuned
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because of an outage, backup power coul d be
considered in that as well.

Q So, then, how do you know you're not
overcharging the custoner for --

A Because |'mtaking that into account when |
cal cul ate what they pay for suppl enental
servi ce.

Q Now, the resulting net unrecovered cost of
$279, that's the cost of providing backup
service, correct?

A For that representative custonmer. Correct.

Q Does that figure tell you anything about how
often the custonmer's system experiences an
unschedul ed out age?

A Again, that's not what they're paying for.
They're paying for me to hold capacity
avai l abl e to serve them whenever they need
it, whether that's due to an unschedul ed
out age because of damage to the panel,
whet her it's due to cloud cover because it's
not a sunny day when it's supposed to be
sunny, that's what that is recovering the

cost for, to provide that service to those
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custoners who have required it fromthe
utility.

Q kay. And | understand your position. [|'m
just trying to establish the nunber doesn't
have anything to do with how frequently the
custoner's system experiences an unschedul ed
out age.

A Because it's designed to recover the cost to
stand ready to serve them whenever that
m ght be.

Q The conpany does not contend that it has a

right to any particular |evel of usage and

associated billings froma custoner, does
it?
A Say that one nore tine.

Q The conpany does not contend that it has a
right to any particular |evel of usage and
associated billings froma custoner,

correct, any custoner?

A A right to?

Q Correct.

A "' mnot exactly sure what you're asking.

Q Wel |, suppose a residential custoner w thout
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sol ar went from buying 15,000 kilowatt hours
a year to 10,000 because their kids left for

col |l ege, the conpany couldn't send the

custoner a bill for the difference, could
it?

A | would say those are two totally
different -- that's -- that's -- no, they --

we coul dn't recover costs of sonething that
we didn't incur.

Q And when the coll ege kids cone honme for the
sumrer and honme usage shoots back up, the
conpany has to provide that power but it
woul dn't assess a backup charge for having
hel d that capacity in reserve in the
interim correct?

A Right. That's a full requirenents custoner.
The conpany is required to serve 100 percent
of that customer's needs. Again, they're a

full requirenents custoner. They are not a

partial requirenents custoner.

Q So let's |look at the exanple you give in
your reply testinony at pages 9 and 10. And
I'"'mlooking to the bottom of page 9, line 16
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and 17, and going on to the next page. So
there you're tal ki ng about a full
requi rements custoner with a peak denmand of
ten kilowatts?

A Yes.
And you say Al abana Power nust be prepared
to neet that ten kilowatts at any tine,
i ncl uding during system peak. You see that?

A Yes.
You go on to say that were that sane
custoner to install five kilowatts of sol ar,
the conmpany nust still be prepared to neet
the original full capacity requirenent of
ten KWP

A That's correct.

Q But we've established that under PURPA,
Al abama gi ves that custonmer a 35 percent
credit, and that neans the effective backup
requi rement for the solar installation is
not five KW but 65 percent of that,
correct?

A No. I'mactually required to stand ready to

serve 100 percent output. As | described
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earlier in ny exanple, the 65 percent
acknow edges that over the entirety of the
group of custoners that have installed
onsite generation, |'mnot hol ding
100 percent for each and every one of those
all at the sane tinme to serve them But for
a single individual customer, absolutely I'm
required to serve 100 percent of their needs
at any given tine.
Q But you can't charge themfor the five
kil owatts of backup, you can only charge
them for 65 percent or 3.25 kilowatts?
A. Correct. | have acknow edged the fact that
"' m not hol ding 100 percent available --
Q Ckay.
A -- to serve them
THE COURT: If you'll back away
just alittle bit fromthe
m crophone. | think we're getting
sone feedback.
THE W TNESS: Ckay.
THE COURT: You're good. It's

just there's alittle bit of --
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THE W TNESS: Ckay.
THE COURT: A little nore
di stance wi |l hel p.
Thank you.
So what you feel is legitimate for that
customer is to charge not for five kilowatts
but for 3.25 in this exanple, 65 percent of
five kilowatts?
Say that one nore tine. Can you repeat that
one nore tine.
Yes, ma'am The custonmer we were just
tal ki ng about where they installed a five KW
system insofar as what the conpany feels is
legitimate to bill that custonmer for, it's
65 percent of five, not the full five?
" mrecovering the cost to provide backup
cost to that customer. To the extent that
|'"ve got multiple custoners that have the
ability to use that generation at the sane
time and rely on ny custoner
di versification, assumng | don't have to
serve 100 percent of the needs of every

single custoner all at the sanme tine, yes,
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that's what the 65 percent represents.

Q And it's cheaper for the conpany to hold
3.2 KWin reserve than five KW

A Yes, it would be. | think I acknow edged
that earlier.

Q So that custoner, that ten KW demand
cust omer havi ng adopted solar, is |ess
costly to serve?

A And we acknow edge that in our calcul ation.
Just a few final questions, M. Dean.

The capacity reservation charge does
not vary with the level or pattern of the
cust oner usage, correct?

A The capacity reservation charge?

Does not vary with the |evel or pattern of
t he custoner's usage?

A No. |I'mstanding ready to serve that
cust omer whenever they need it.

Q The charge is not inpacted by the extent to
whi ch the custoner reduces or contributes to
syst em denmand?

A "' m hol ding capacity avail able to serve

those custonmers. That is what the charge is
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recovering cost for.

| understand. But to answer ny question,

it's not inpacted by the extent to which the

cust omer reduces or contributes to system
demand?
I would say we acknow edge that in the

65 percent.

So the question is -- the answer is, no, the

charge is not inpacted by the extent to

whi ch the custonmer reduces or contributes to

syst em denmand?

| think we actually did take that into
account in the 65 percent versus the

hundr ed.

So the effect of this charge is that two
custoners each having five kilowatt systens
will pay the sane charge even if one is a
net consuner during system peak and the
other is a net producer or even an exporter
during the system peak; is that true?

Are you tal king about two custoners with

i nt erconnected generation?

Yes. Sane size system five KW
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A That they will pay the sane thing?
Yes.

A It depends on how their system produces. |
can't say that two solar facilities produce
the exact sanme thing at the sane tine.

Q That's not nmy question. They will both pay
the same charge even if their usage patterns
are totally different?

A Are you tal king about the capacity
reservati on charge?

Q Yes, ma' am

A They will pay the charge based on the
installed capacity that they have
I nterconnected to the conpany's system and
asked the conpany to back up.

Q And the capacity reservation charge has
nothing to do with whether those act ual
cust omers have usage patterns within the
normal variation for the -- of usage for the
rate FD class as a whol e?

A Say that one nore tine. |'mnot sure what
you' re asking ne.

Q The charge has nothing to do with whet her
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the actual custoner have usage patterns
within the normal variation of usage for the
rate FD class as a whol e?

A | don't think a custoner that requires
backup power service has the same usage
pattern. They're a partial requirenents
customer. They do not have the sane usage
pattern.

THE COURT: Speaki ng of backi ng
up, if you'll slide the m crophone
forward just a little bit.

THE WTNESS: Sorry. |Is that

better?
Q Do you know whet her the actual custoner
subject to the charge -- do you know whet her
their net usage patterns are -- fall within

the average for the rate FD class as a whol e
or higher than average, |ower than average?
Do you know?

A | don't know that. But | can tell you they
are a partial requirenments custoner and they

requi re backup power service fromthe

conpany.
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MR. EBERSBACH: Your Honor,
those are all my questions.
Thank you.
THE COURT: O her intervenors?

M. Tait?
MR TAIT: | do have a few
guesti ons.

VR. GROVER: Your Honor, can |

just get a clarification? | don't
mean to, like, interrogate M. Tait.
But | feel like the rules of practice

for a corporation or a corporate body
to inquire or interrogate the
wi tness, they need to be an officer
or a full-tinme enployee of the entity
on whose behalf they're inquiring.

THE COURT: W can get
clarification on that. As I
understand it, M. Tait is the COO of
t he associ ation.

MR. TAIT: That is correct.

MR. GROVER. Ckay. So you are a

a full-tinme enpl oyee?
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MR TAIT: Yes.
THE COURT: That's ny
understanding. |If you will confirm
t hat .
MR. TAIT: That is correct.
MR. GROVER: (Ckay. Very good.
Pl ease.
CROSS- EXAM NATI ON
BY MR TAIT:
Q Al right. Very good. Thank you.
Ms. Dean, we talked a little bit
about -- I'mgoing to refer probably to sone
of the questions, and so stop ne if anything
is not clear fromreferring to those
guestions. But we talked a little bit about
suppl enentary power and backup power. One
of nmy -- do you believe that the average
Al abam an that is receiving service under
these rate schedul es that you have
under stands the distinction between
suppl enentary and backup power, or like in
your professional judgnent woul d you say

t hat nost peopl e understand the distinction
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bet ween suppl enentary and backup?

A | woul d say that those custoners that choose
to install generation should understand that
the operation of a generator is not a sinple
task. It's not easily understood. That's
why the utility does it. And so to the
extent that custoners choose to do that, |
woul d say the operation of a generator is
much nore conplicated than the rate that we
have set forth to recover the cost of backup
power service.

Q Wul d you say that you conducted -- that the
conpany regularly conducts cost of service
rate maki ng -- conducts cost of service

studies in order to establish its rates?

A Yes, we do. In fact, we did so in this
case.
Q kay. Do you believe that cost of service

rate maki ng or cost of service studies
shoul d include all known benefits and all
known costs?

A | believe what we represented here was the

cost of service to provide backup power

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Page 92

service to those custoners. To the extent
that you are tal ki ng about benefits fromthe
actual production of the facility put back
on ny system as | nentioned before, that
doesn't have anything to do with the cost of
provi di ng backup power service to these
customers that have requested that service
fromthe conpany.

Q But just to be clear, a cost of service --
i n your professional judgnent when you do a
cost of service study for anything, whether
it be in this particular case or not, you
take into account all of the known
benefits -- costs and benefits when you're
| ooki ng at establishing a particular rate,
say, for your schools rate or for a small
i ndustrial provider? You do all known costs
and benefits to those cases, correct?

A | eval uate the cost of ny business agai nst
t hose who have caused that cost to happen.

Q Ckay. You nentioned earlier that in
response to a question from-- about Georgia

Power and the rate rider that was devel oped
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by -- sorry -- not the rate rider but the
framewor k that was devel oped by Sout hern
Conpany, |'mjust wondering -- you
mentioned, if | understood this right, that
that was not taken into consideration in
this particular case; is that correct?

A No. And it appropriately shouldn't be. [|I'm
devel opi ng the cost to provide backup power
service under this rate rider. As I
menti oned before, if what you' re talking
about is the actual benefit fromthe
production of that facility put back on ny
system that doesn't have anything to do
wi th providing backup power service. That
is a service that |I'mproviding that these
custoners have asked ne to provide.

Q Did you maybe not take that into account but
consult with coll eagues, especially in the
Sout hern Conpany fam |y, that may have gone
through simlar types of work that you were
undertaking in their states?

A Again, | think I'mcharged with recovering

the cost of providing backup power service
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under this rate rider that occurs in the
state of Al abana under the jurisdiction of
t his Conm ssi on.

Q kay. Just a few nore questions.

So you nentioned earlier that you had
approxi mately, not an exact nunber here, but
approxi mately around 650 kil owatts of
installed -- | don't know if that was sol ar
or self-generation, you know, in total.

Does the conpany al so track information
regardi ng, say, energy efficiency prograns
that it operates or natural energy
efficiency that may occur through, say,
things |i ke codes and standards?

A So I'l'l clarify when we're tal ki ng about the
600 kilowatts that you tal ked about, that
only applied to the part B rates. There is
a significant anmount of generation, again,
as | stated before, that's subject to the
part Arates. So what |I'mtalking about
here today is the cost of providing backup
power to those custoners that have requested

that from ne.

Freedom Court Reporting
877-373-3660 A Veritext Company 205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Page 95

Q Ckay. Very good. Thank you for that
clarification. But do you also -- does the
conpany al so track information regarding its
energy efficiency prograns, how nmuch energy
it's able to save or avoid generation for
through its prograns, or does it also track
i nformati on regardi ng, say, codes and
standards that m ght happen from say,
maki ng HVACs nore efficient over tinme, how
that m ght inpact the conpany as wel | ?

A ["'mnot sure if we do or not. |'msure we
do at sone point or sone |level, and, yes,
custonmers have the option to instal
efficiency neasures if they so see fit. |
will also state that those custoners remain
full requirenents custoners and do not
requi re backup service power fromne. This
is an entirely separate service that |'m
providing, and there's a cost to that.

Q You nentioned earlier that if sonmeone had --
you were tal king about a one kilowatt array
for purposes of finding a one -- you know, a

per kilowatt hour charge or the cost there
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and it failed, you had to stand ready to
provi de a hundred percent of that power. So
If that one KW-- let's assune is a one KW
systemfailed, you had to be ready to
provi de one kilowatt of power backup, does

t he conpany al so do sonething simlar for
when there is a sizeable | oad addition? For
i nstance, say, soneone purchases an electric
car or a second refrigerator for their
garage to enjoy an Al abama football gane,
right, does the conpany al so take those
types of things into consideration in terns
of now you have new | oad with which you have
to back up?

| wouldn't say |'m backing that up. | would
say that's a full requirenents custoner. As
|'ve stated before, this is not about the
full requirenents custoners. | have a cl ass
of custonmers served under the rate FD

popul ation that are different shapes and

si zes. Those custoners have not asked ne to
provi de backup. These custoners with

i nt erconnected onsite generation have asked
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nme to provide an additional service to them

Q I"'msorry. Perhaps ny question was slightly
unclear. | was tal king about in this
particul ar instance that | was giving you of
soneone who was, say, a solar interconnected
custoner, they have a capacity reservation
charge they were already paying on that
system but then add new | oad to that system
to put themeither at or above maybe where
they were prior to the solar array, and so
"' mwondering how this rate and this process
woul d affect that person.

A. | woul d say unl ess they add additional solar
panel s, they're not asking nme to provide
addi ti onal backup service.

Q Ckay. So the conpany itself also protects
itsel f agai nst backup as well, right? It
has a reserve margin, correct?

A The conpany does have a reserve nargin.

Q Do you know what the reserve margin
currently is for the conpany?

A | don't have that nunber available to ne

ri ght now.
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Q Ckay. | believe -- well, | believe it --
"Il just go -- let's just say 16 percent.
And | say that because 16 percent is the
current reliability standard as established
by NAERC, the North Anerican Energy
Reliability Council. And so these are
reliability standards, right, that the
conpany and every utility -- Al abana Power
is no different -- nust abide by in order so
that, say, a power plant goes down, it still
has enough in reserve capacity to be able to
neet the demands of its custoners; is that
correct?

A Yes, the conmpany is required to hold
reserves available in circunstances beyond a

typical situation

Q Very good. You nentioned in sone earlier
statenents that you have 35 percent -- you
call it a diversity credit, | believe. But
there was a -- you know, 65 percent that you

wer e hol di ng back as a portion, if you wll,
that you had to be ready to serve. Even

t hough you had to serve a hundred percent of
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the |l oad, you were only going to charge

65 percent in order to try to avoid
overcharge. Is that a correct
characterization of your --

| would say what | nentioned was 65 percent
shoul d be sufficient for all of the
generation interconnected to ny systemto
provi de backup to that.

So | want to drill down a little bit on the
65 percent. |If you have -- you nentioned
that if you' re charging the 65 percent
backup but are required to provide the
hundred percent and you have -- you're able
to give sone of that credit, right, it
doesn't have to be one to one because you
have sone generation -- you have sone

di versity, whether it be weather or

| ocation, the very things you nmade that
representative profile, you're able to
provi de sone diversity there. Wuld you
agree, then, that because there is that
diversity that allows you to provide that

credit that as the diversity of the system
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if it increases would actually allow the
conpany to |ower the fee and/or elimnate
the fee if there were sufficient diversity
to overconme it?

A Well, you're assum ng that the diversity --
what |"'mgiving credit to is the diversity
of the generation. But the information that
| have available to ne, which represents
that certain groups of custoners, nanely, ny
residential class, drive ny peak. They
actually require nme when at their peak --

t heir noncoi ncident peak -- at that tine the
customer -- residential custoner peaks, they
need ne and that drives ny system peak. So
to the extent that you' re suggesting that

di versity, you're tal king about the
generation itself. |'mtalking about when
nmy custoners use ny product, and | know t hat
ny residential class drives ny peak and |
know that information is well in excess of
65 percent. So that neans that when ny
custonmers need nme, | have to stand ready to

serve them
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Q So to make sure that | understand conpletely
what you're saying, you' re saying that
because it's a residential custoner as
opposed to the -- all the custonmer classes
together, that's what woul d cause the
65 percent to be 65 percent as opposed to
maybe sonet hing nuch |ower; is that correct?

A I'"'msaying it's based on the custoners that
take firm backup power service from ne under
the part B rates.

Q But the 35 percent credit that you gave,
now, that was in large part driven by -- |
nmean, there were other factors, but there
were sone related to diversity, right?

A Yes.

Q And so can you explain to ne all the

di versity factors that were consi dered

t her e?

Al'l of the diversity --

Yeah. Like what adds to diversity?

Are you tal king about to --

For the 35 percent.

> O > O >

-- to provide 65 percent backup?
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Q Yes, for the 35 percent credit that is
applied, sone of that at least is related to
di versity.

A That's a piece of information. | nentioned
earlier | relied on nultiple pieces of
i nformati on, one of those was the actual
capacity factor of interconnected sol ar
generators. W know that nunber is
somewhere around 15 to 20 percent. That
basi cally nmeans the solar generators
produce -- it's their annual solar --
depending on the tine period, it's their
producti on over the maxi mum anount
avai |l abl e, and on an annual basis, that
nunber is somewhere around 15 to 20 percent.
That is a piece of information. | also
reflected that we | ooked at how nuch these
generators produce at the tinme the system
peaks. That is a piece of information that
we had available to us. In addition to
that, | look at how ny custoners use ny
product across the entirety of ny year but

at -- specifically at the peak. That is an
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I nportant nunber to nme, and | know ny
residential class needs nme to provide

capacity to themat the tinme | peak. Their

coi ncidence with nme is well in excess of
65 percent.

Q If | understand what you just said
correctly -- and please correct ne if I'm
wrong -- that because the residential is
wel | in excess of 65, are you arguing that

you could actually raise that, it should be
hi gher ?

A No. | believe all of that -- those pieces
of information informed ny judgnent for ne
to say 65 percent is fair and appropriate
for me to hold avail able capacity to serve
t hese custoners.

Q Al right. | think |I just have one fina
qguesti on.

Earlier, we talked a little bit about
the differences between potential solar
custoners -- custonmers who have onsite sol ar
generation and those who do not. |In the

sense of conparing themand their overall
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| oad profiles, you talked a little bit about
how t hey -- you conpared before and after,
for instance. Has the conpany conducted any
anal ysis of a representative |oad of solar

custoner after they've gone solar?

A Are you -- |I'mnot sure what you nean.
What |'mgetting at here is after -- say you
have 190-sone-odd -- | can't renmenber the

exact number now -- the 190-sonet hi ng peopl e
who are connected to you under this
particular rate that have onsite generation,
that you believe the vast majority are
sol ar, correct?

A Correct.
kay. And so in those cases, |'mwondering
have you | ooked at the characteristics of
that small group of people and how t hey

conpare to the overall residential rate

cl ass?
A I think we tal ked about that. | have net
energy consunption. If all |I'm]looking at

i s what those custoners have produced or --

or what they're inposing on nmy systemtoday,
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that's their net consunption. That does not
refl ect the anobunt of capacity that | have
to hold available to serve them at any given
point in tinme. Again, go back to ny anal ogy
of the -- in the testinony that tal ked about
ten kilowatts and they installed five
kilowatts of solar, if I'"'monly |ooking at
the net profile, |I haven't taken into
consi deration the fact that at any given
point in tinme, | have to stand ready to
serve ten kilowatts.

MR. TAIT: No further questions.

THE COURT: Any questions from

the attorney general ?
M5. MARTIN:. | have just two.
CROSS- EXAM NATI ON

BY MS. MARTI N:

Q Ms. Dean, I'mQdivia Martin. |'mhere on
behal f of the attorney general, and we
represent rate payers as a whole, so we
represent not a specific class but all of
the rate payers. And as | understand your

testinony, the rate was devel oped so that
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rate payers as a whole are not subsidizing
partial requirenments custoners or solar
custoners?

A That is correct. And that is the intent of
thi s charge.

Q So do you anticipate that the inputs and
data that you used to devel op Rate RGB woul d
change as there was nore sol ar penetration
in the market or not?

A Can you ask that one nore tine.

Well, as there's nore solar penetration in
the market, you would have nore data, nore
i nformati on, and perhaps your assunptions
m ght change. So at that point, would Rate
RGB be nodified or changed?

A Wll, et ne clarify. | actually don't have
net ered data associated with the production
of the onsite facilities. | don't have that
information available to nme. [|'m not
aut hori zed to collect that data today, so |
don't have that. Wat | did do was actually
use nodel data to represent solar systens

on -- in the state of Al abanma. So, no,
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based on additional infornation,
penetration, | don't expect that information
to be materially different than what |'ve
assunmed here.

Q So if we had an -- instead of having | ess
t han 200 sol ar custoners, if we had 5, 000,
you think this data would be good?

A I think based on the cost to serve these
custoners in this time frame, | do believe

this data to be sufficient.

Q Is the conpany required to charge cost-based
rates?

A Yes, we are.

Q And so how often do you update your rates?

A ["msorry?

Q How often do you change your rates based on
cost -- how often do you do cost of service
studi es?

A Qur rates are evaluated annually under the

RSE nechani smto determ ne the cost to serve
cust omers.
Q Thank you.
M5. MARTIN. | have no further
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guesti ons.

THE COURT: Any clarifying
questions fromthe staff?

MR. REID. Your Honor, we do not
have any additional questions. Mbpst
of the information presented today
was in the Record already, and we're
famliar with that so we don't have
any additional questions.

THE COURT: kay. | believe
that covers all the intervenors.

Any redirect?

MR. GROVER: | just have really
one. | think M. Tait covered nost
of ny questions.

REDI RECT EXAM NATI ON

BY MR GROVER

Q Ms. Dean, that EPRI study, could you get

t hose again, page 2-2?

A. Yes.

t hi nk M. Ebersbach focused on the

| anguage in the docunent relating to August

27th where it seens to indicate sone changes
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or differences in variability in Tuscal oosa
and Mobile. Are you oriented as to that?
I"'msorry. | got ahead of you.

A Yes, | am

Q Ckay. What | just wanted to point out, |ook
at, if you wll, there's a chart on 2-2,
depi cts what appears to be nonthly
production for August 2012 in the city of
Tuscal oosa. How woul d you descri be the
out put |evels for August 30th?

A I would say it's not produci ng anyt hing.

Q And then turn the page, and for the city of
Mobi | e, August 2012, how woul d you descri be

the production levels for the city of

Mobi | e?
A It also is not producing anyt hing.
Thank you.
THE COURT: M. Gover, if
you' || speak up. W're having a

little bit of difficulty.
MR CGROVER: |'msorry, Your
Honor. This is what happens when |

sit down. |'m a diaphragm speaker.
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| don't want to stand and shout.
COW SSI ONER CAVANAUGH: Can you
ask that question one nore tine and
| et her answer it?
MR. GROVER: Absol utely,

Commi ssi oner.

Q My question was conparing the output |evels

for August 30, 2012, for the cities of
Tuscal oosa and Mbile on pages 2-2 and 2-3
of the EPRI study, which is an exhibit to
your reply testinony, would you deem t hose
to be consistent with one another.
A. | would say they both are requiring full
backup at that tinme at the sane tine.
Q Thank you, Ms. Dean.
MR. GROVER: That's all | have,
Judge.
THE COURT: Al right.
Ms. Dean, thank you for your
testinony. Appreciate you being
avai |l abl e today for cross-
exam nati on.

W' re about an hour and
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45 mnutes in. Wy don't we take a
very brief five-m nute break before
Wwe go into presentation of the next
W t ness.
W're off the Record for a

five-m nute break.

(Recess from10:45 a.m to

11: 08 a. m)

COW SSI ONER CAVANAUGH:  Once
again, | will repeat this is not our
regul arly schedul ed nonthly neeting.
This is a formal hearing. For that

reason, we ask you to display proper
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decorum and Judge Garner will go
over the rules again for this
hearing, this formal hearing. It
will be led by our chief
adm ni strative | aw judge, Judge John
Garner. And just make sure your
phones are still off, and I'Il, once
again when it's over, try to remnd
you to turn them back on.

Judge Garner, I'Il turn the
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neeti ng back over to you.
THE COURT: Thank you, Madam
Presi dent .

Just a refresher for those
who nmay have cone in |late, we do have
a formal public hearing today, so we
expect normal formal decorumto be
observed. And we're not going to
tol erate any di sturbances of any
kind. We have security here. W'l
escort you out if you're not in
conpliance. There nay or may not be
a warni ng on that.

And there's no recording of
this session because this is a
contested public hearing and, quite
honestly, if there's an appeal of
this case, it goes directly to the
Suprenme Court, and so we're subject
to the exception of -- or the
excl usion of what a neeting is under
open neetings. So we can go forward

with enforcing that requirenent, and
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that's what we're going to do just to
keep everything from being disruptive
and distractions fromtranspiring.
So if you wll all conmply with those
rules. As there was fairly good
conpliance with that early on, | just
woul d expect you to continue to
observe proper decorum as we go
forward

So with that, | believe we
are ready to go back on the Record
officially, and we are ready for the
presentation of the next w tness.

MR, JOHNSTON:  Your Honor, with
your perm ssion, we call Karl Rabago
to the stand.

THE COURT: Al right. Have a
seat .

KARL RABAGO

the witness, after having first been duly

sworn to speak the truth, the whole truth, and

not hi ng but the truth, was exam ned and

testified as foll ows:
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DI RECT EXAM NATI ON

BY MR JOHNSTON:

Q M . Rabago, please state your name and full
busi ness address for the Record.

A Sure. M nane is Karl Rabago, and ny
busi ness address i s 2025 East 24th Avenue,
Denver, Col or ado.

Q And by whom are your enpl oyed?

A | am sel f-enpl oyed by Rabago Energy, LLC
I"malso a part-tine enpl oyee of Pace Energy
and Cimte Center based at the Elizabeth
Howel | [] School of Law at Pace University
in Wite Plains, New York.

Q On whose behal f are you testifying?

A I"'mtestifying on behalf of GASP and naned
I ntervenors.

Q M . Rabago, on Novenber the 14th, 2018, did
you prepare and cause to be prefiled in this
docket both a confidential and public
di scl osure version of 54 pages of direct
testinony in question and answer fornmat?

A. Yes, sir, | did.

Q Did you al so cause to be prefiled along with
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your testinony and exhibits nmarked as
Exhibits KRR 1 through KRR 2?

Yes, | did.

Do you have any changes to your previous
filed direct testinony or exhibits at this

ti ne?

Wll, | do want to point out as | nentioned

in the intro that the testinony says --

because | was living in New York -- that ny
hone address was in Wite Pl ains. | " ve
si nce noved. | nowlive in Denver. That's

the address that | previously provided.
Second, while | -- when | prepared that
testinony, | was serving as the executive

director of the Pace Energy and Cimte

Cent er. |'"ve since noved on to be a senior

advisor to the center and that went al ong
with ny nove back hone to Denver.

And then third, | want to note that ny
testinony was obviously filed so early that
it did not incorporate the conpany's | atest
errat a.

And then finally, | actually do have
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one line edit that I need to make in ny
testi nony.

Q Wul d you cite that testinony and edit you
need to nmake?

A That error appears on page 15 of ny
testinony at line 5. | erroneously there
say the phrase, the few DG custoners it
currently has. Wat | was doi ng was
falsely -- incorrectly saying that the
stratification exercise used to DG cust oner
data. | knew better and | should have known
better. A proper substitution of correct
words woul d be strike the few DG custoners
it currently has and replace with separates
rate FD custoner sanple |load profiles for
the class as a whole into four groups.

And | have no ot her changes.

Q kay. And beyond that, beyond the errata
that the conpany has just filed and the
changes that you just cited, if | were to
ask you the sane questions that appear in
your prefiled testinony at the hearing today

under oath, would you answer the sane?
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A

The sane or substantially the sane, yes.

MR. JOHNSTON: Your Honor, |
nove to have M. Rabago's direct
prefiled testinony be entered into
the Record as if they were given
orally fromthe stand

THE COURT: W can do that. |
don't know that it's really necessary
gi ven the posture of this proceeding.
It's already in the Record. | don't
really think that's a necessity.
Normal |y that is what we do, but we
normal |y don't have so nuch back and
forth about prefiles.

MR. JOHNSTON:  Under st ood.

THE COURT: Since we didn't do
it for the other side -- it's already
in the Record and his revisions have
been noted, and so that | think
covers it. But you're correct that
that's normal procedure, but | don't
think in this case that it's

necessary to do that.
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BY MR JOHNSTON:

Q

M . Rabago, did you prepare a sumary of
your testinony?
Yes, | did.
MR, JOHNSTON:  Your Honor, with
permssion, I'd like to ask
M. Rabago to read his sunmary.
THE COURT: Absolutely.

Thank you very nuch. Madam Chair, nenbers
of the Conmm ssion, Your Honor, as | said
before, ny nane is Karl Rabago. M
testinony overview is as follows:

A very few of Al abama Power's smal
custoners have made significant persona
i nvestnents to purchase and install solar
power generators that provide sone of the
el ectricity that those customers use for
day-to-day life. Al abama Power has proposed
and secured approval to charge special rates
that elimnate much of the savings that
t hose custoners expect to realize fromtheir
I nvest nent s.

Through its Rate Rider RGB, the conpany

Freedom Court Reporting

877-373-3660 A Veritext Company

205-397-2397



© 00 N oo o b~ W N

N NN R R R R R R R R R R
wWw N P O © 00 N OO 0o A W N - O

Page 119

has i nposed punitive, discrimnatory, and
unl awf ul charges on sel f-generation
custonmers. The charges were in the past
approved by this Conm ssion on application
by the conpany. Since that approval, GASP
and ot her naned intervenors have filed a
conplaint with the Conm ssion seeking an
order that the conpany w thdraw the punitive
charges and rates in Rate Rider RGBB. MW
testinony addresses the many ways in which
Al abama Power Rate Rider RGB is inconsistent
with Al abama and federal |aw, the ways in
whi ch the conpany relied on unreasonabl e
met hods for calculating the charges it
I nposes under Rate Rider RGB for backup
service and the ways in which the resulting
charges are inconsistent with established
principles of electricity rate design and
I npl enent ati on.

Sol ar custoner generators typically do
not produce all the electricity they need
for their homes or small businesses. For

that reason, self-generators typically
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I nterconnect to the grid in parallel. That
means that the custoners can use the
el ectricity they generate when it's
avai |l abl e and other tinmes, such as when the
sun goes down, can use electricity provided
by the | ocal franchised utility provider.
The purposes of self-generation are to
reduce electricity bills, to increase use of
environnmental ly friendly generation, and to
i ncrease energy self-reliance.

Sol ar naturally creates a tension with
a traditional nonopoly utility business
nodel because utilities make profits through
sale of electricity that they seek return of
and on their invest -- and on -- they
generate and deliver this electricity.
Custoner-installed solar cuts into the
traditional utility profit-making business
nodel by reducing sales. But solar also
reduces utility costs, especially because it
generates before and during sumrer peak
dermand peri ods when demands and costs are

of ten hi ghest.
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The law requires that rates, including
Rate Ri der RGB, nust be just and reasonabl e,
nondi scri m natory, and consistent with
applicable regulations. The |aw al so
defines the obligation of the utilities in
crafting rates and tariffs that apply to
t hese generators. Because variable
resources |like solar systens do not operate
around the clock, they regularly require
suppl enentary power service. That's power
service the custoner needs in addition to
what the custoner generator normally
produces. There's no dispute here that
solar custoners pay a full retail rate for
suppl enental service. They pay for each and
every kilowatt hour they draw fromthe grid,
and those paynments fully cover the variable
and fixed costs associated with that usage.
Typically despite the reduced | evel of usage
resulting fromtheir solar investnents,
these custoners remain well within the range
of normal usage patterns, which utilities

| i ke Al abama Power plan for when they
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devel op their rates.
This proceeding is not about

suppl enental power service. |It's about

backup power service. Custoner generator

systens like all generators are al so subject

to unschedul ed outages. During these

events, which could result from severe

weat her or unexpected el ectroni c breakdowns,

such as in the invertor systens that convert

direct current into alternating current, the

utility nust provi de backup power service.

Utilities |ike Al abana Power are required to

provi de suppl enentary power service and

backup power service on reasonabl e,

nondi scrimnatory terns. Al abama Power has

I nstead secured and continues to seek

Commi ssi on approval to charge custoners for

backup service through Rate Ri der RGB

through a discrimnatory, unjust, and

unreasonabl e rate cal cul ati on and desi gn.
THE COURT: M. Rabago, let ne

stop you a nonent.

| just nade eye contact with
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a violator of the recording policy
sitting right here on the second-to-
last row, all the way to end. If you
will escort himout, sir. Raise your
right hand |ike you just commtted a
foul, because that's what you j ust
di d.

UNI DENTI FI ED SPEAKER: |Is this
not --

THE COURT: You just violated
pr ot ocol .

UNI DENTI FI ED SPEAKER: |Is this
not a public --

THE COURT: |'m not answering
any questions. Just |eave the
prem ses before it gets worse than it
al ready is.

Sorry, M. Rabago.

A No problem The conpany takes the | ogica

and unreasonabl e position that it nust

al ways mai ntai n backup generation for

cust omer generators and charge for this

per manent standby energy capacity on a
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reservation basis. It is this always
avai |l abl e reservati on of power that the
conpany bases its charge for backup power on
regardl ess of actual experience or data
concer ni ng unschedul ed outages at custoner
generation facilities. Rather than neasure
t he nunber of tinmes and the duration of
events under which custoner generators
require or are likely to require backup
power service based on actual netered data
and experience, Al abama Power has
constructed a hypothetical process with only
the nost tangential connection to real-world
data. U timtely, the conpany's analysis
rests on an estimate of sales that the
conpany | oses when custoners generate their
own electricity. This |ost sales

cal culation for a hypothetical customer with
only a token adjustnent that the conpany
says it would not nmake but for the explicit
requi renment in federal regulation is the
foundati on of Al abama Power's backup service

charge in Rate Rider RG. The charges are
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I nappropriate, and in ny view, they're
unl awf ul because they rely on projected
revenue deficiencies and not on cost to
serve custoners. The conpany's anal ysis
shows that solar custoners are | ess costly
to serve than custoners w thout solar. It's
only when | ost revenues are inserted in the
cal cul ation that the conpany establishes the
basis for its charge. But |ost revenues are
not the sane as cost of service.

Monopoly utilities |ike Al abama Power
do not have a right to any particul ar |evel
of billings fromtheir custonmers. Custoners
seek to lower their bills in all sorts of
ways. Solar is just one. That is their
right. And the utility has no right and
shoul d have no right to claw those savi ngs
back in the formof unjustified charges.

So I'll wap up here. The charges that
Al abama Power assesses under Rate RGB are
punitive, they're confiscatory, they're
unjust, and they're unjustified. They

directly underm ne the econom cs of custoner
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choice to invest in self-generation, in many
cases cutting the expected savings in half.
The effect, if not the purpose, of these
charges is to deter custoner-sided sol ar
devel opnent in this conpany's solar
territory. And in this unfortunate respect,
t he charge has been renarkably successful.
The charges are one of the principle reasons
that sun-rich Al abama trails other states in
sol ar devel opnent and the many j obs that
this nation industry is creating. | know of
no other investor-owned utility that
assesses a charge this punitive for backup
servi ce.

VWhile utilities in other states
certainly have tried to do what Al abana
Power has done, those attenpts have been
rejected as inproper for several reasons.
This included in Georgia where Al abama
Power's sister utility, CGeorgia Power,
operates and which has a nmuch higher |eve
of custoner-sided solar generation. The

only reason -- the only reasonabl e renedy
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for the conpany is to withdraw t he backup
service charge provisions of Rate Ri der RGB
and start collecting the data needed to
determ ne what, if any, charge is just and
reasonabl e. The conpany is entitled to
charge custoner generators for the cost it
occurs to provide service during unschedul ed
out ages.

Wth solid state sol ar generation
facilities, which have no noving parts,
unschedul ed outages still occur, and the
frequency and inpact of such outages can be
cal cul ated or at |east estimated on
probabilities grounded in neasured
experience. The conpany shoul d be ordered
to use legitimte experience-based data
about unschedul ed outages and their
frequency to devel op backup service charges.

Your state is blessed wth great solar
resources that provide free fuel for
el ectricity generation. Taking advantage of
sol ar can create new jobs and strengthen

Al abama' s econony and enhance your energy
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I ndependence. Al abama is presented with and

shoul d take advantage of this opportunity,

the regul atory support for growh and the

non -- the utility solar generation market.

That concl udes ny overvi ew.

MR JOHNSTON:  Your Honor,

M. Rabago is now avail able to answer
questions fromthe bench or for
Cross-exam nation by the parties.

THE COURT: Thank you, sir.

M. Gover?

MR. GROVER: Your Honor, | think
we reserve just for the party for the
burden of ultimte production to
reserve any questions for M. Rabago
subject to questions fromthe bench,
the attorney general, or fromstaff.

THE COURT: So you have no
questions at this tinme?

MR. GROVER: Not at this tine,
no.

THE COURT: Let's go to the

attorney general's office.
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M5. MARTIN: No, we don't have
any questions.

THE COURT: M. Tait, any
qgquestions?

MR TAIT: No, Your Honor.

THE COURT: Fromthe staff?

MR REI D: No, Your Honor.
M. Rabago's sunmary pretty nuch
paralleled his testinony that we
al ready have and are famliar wth,
so we don't have any questi ons.

THE COURT: | take it there's
probably no questions --

MR. GROVER: In |ight of
Ms. Dean's testinony today, we have
no questi ons.

THE COURT: Any ot her
presentation fromthe
conpl ai nants/i ntervenors?

MR. JOHANSTON:  No, Your Honor.
| think with that, we'll concl ude.

THE COURT: Al right. And I

take it you have nothing further as
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well, M. Gover?

MR. GROVER: Not hing further,
Your Honor. Thank you.

THE COURT: |'ve given sone
t hought to post-hearing briefs, which
| don't think we really need because
this evidence has been vetted at
several different levels. So I think
we've pretty well gone over the
testinony. What | do think m ght be
productive, however, is briefs in the
form of proposed order. |[If the
parties would like to do that, that
m ght be helpful. And I'Il allow
that fromeach side. The deadline
for that woul d be Decenber 20th. The
transcript will turn around -- that's
going to be pretty tight, but I wll
offer that if the parties are
interested in lieu of a post-hearing
brief, post-hearing brief in the form
of a proposed order.

MR. GROVER: The 20th is fine,
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Your Honor. Thank you.

THE COURT: Are you okay with
t hat ?

MR. JOHNSTON: We're fine with
that. Thank you.

THE COURT: Al right. Then we
will allow for that very thing to be
filed on or better Decenber 20th.

Anyt hing further fromthe
parties before we close out?

Ckay. |'ve been instructed
that we want to take just a brief
recess. Just stay in your seats, |
think, and we'll be right back.

(Recess from11:26 a.m to
11:27 a.m)

THE COURT: | believe that we

have everythi ng we need, and we'l |

take the matter under advi senent.

There will not be a decision today
obviously. W wll evaluate -- the
Conmi ssioners will and the staff --

the additional testinony that's been
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provi ded today, and then a deci sion
will be rendered at the appropriate
time. And the decision will be
rendered at an open neeting of the
Conmm ssi on, which everyone will be
able to attend and perhaps video, if
they'd like to. There's a
distinction. |It's not intended to be
a joke. There is a distinction in

the two types of neetings. So it

wi |l be an open and transparent
deci si on whenever it is rendered. It
will be on an agenda and noticed, and

you can all tend if you'd like. And
there obviously is a transcript that
as soon as it's available it wll be
posted on the website, and you can
have access to that. In fact,
everything that's in the official
file outside of what transpired today
Is already avail able for anyone to
review, and you can avail yourselves

of that as you so desire. So we
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appreciate all the parties and all
t he individuals who made an effort to
attend today. W appreciate your
I nterest.

And with that, the matter is
t aken under advi senent and that w ||
concl ude the public hearing.

(Proceedi ngs and testinony

concluded at 11:29 a.m)
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REPORTER S CERTI FI CATE

STATE OF ALABANA
AUTAUGA COUNTY

|, Stacey L. Johnson, Certified Court
Reporter and Conm ssioner for the State of
Al abama at Large, hereby certify that on
Novenber 21, 2019, | reported the proceedi ngs
and testinony in the matter of the foregoing
cause, and that pages [] through [] contain a

true and accurate transcription of the

exam nation of said witnesses by counsel for the

parties set out herein.

| further certify that I amneither of kin
nor of counsel to any of the parties to said
cause, nor in any manner interested in the
results thereof.

This the 9th day of Decenber, 2019.

SL&QTK.ER_LJOhumMJ

STACEY L. JOHNSQON, CCR
Conmi ssi oner for the

State of Al abama at Large

CCR 386, Expires 9/30/2020
COW SSI ON EXPI RES: 6/ 22/ 2023
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