

































































































































































much bigger supply to meet obstacles and meet load variations, meaning that CSPs should be
able to offer lower priced options to customers.'*>

Another defect in Dominion’s offering is that a net metering customer is precluded from
participating in Rate Schedule CRG, and a Rate Schedule CRG customer is precluded from
participating in net metering.!** This approach makes no sense because it means Dominion is
allowing a customer purchasing “brown” power to engage in net metering but it is not allowing a
CRG customer purchasing “green” power to engage in net metering. This unreasonably
95

discriminates against the customers most interested in renewable power. !

2. There are indications that Dominion is motivated to limit alternatives
for its customers

Despite Dominion’s protestations to the contrary, there are indications that Dominion’s
objective in offering the CRG Rate Schedules is to reduce or quite likely eliminate viable
renewable purchase options for its customers.

a. Dominion’s attempts to blame the statute rather than its own
actions are not credible

Dominion attempts to blame Virginia law rather than its own actions for the end result
that approving the CRG Rate Schedules will eliminate its customers viable options for
competitive purchase of renewable power. This posture is not credible.

Dominion counsel, when cross examining Ms. Marquis, indicates that when Section 56-
577 A 5 restricts customer flexibility, that “is simply a part of the law . . . [because] the General
Assembly has made that public policy determination in deciding that if an approved tariff or 100

percent renewable energy is provided by utility, then that is just the effect of the law that would

193 Tr. at 179 (Lacey sur-rebuttal).
194 Tr, at 359-360 (cross of Morgan by Environmental Respondents).
195 See, e.g. Hearing Exhibit 9 (Lacey Testimony) at 17-21.
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block choice.”'®® However, cross examination of Mr. Morgan demonstrated that in fact the
customer restrictions are entirely based on the manner in which Dominion chose to seek approval
of the CRG Rate Schedules:

Q. Mr. Morgan, does Section A 5 of the statute require the Company to offer this

program? :

A. I think a straight read of it says if we do not offer a program, then others may,

so I don't know that it requires it as a mandate. Certainly seems to have
considered it, and at a bare minimum certainly seems to have encouraged it.

Q. But if the Company chooses, it is free not to offer this; is that correct?

A. Yes."’

b. Dominion attempts to challenge competition

Mr. Lacey was questioned by Dominion’s counsel concerning Mr. Lacey’s conclusion
that Dominion’s application “was made in an effort to simply keep Direct Energy and other
CSPs out of the Virginia market.”'*® Mr. Lacey explained that he did not have evidence like an
email, but he did have evidence in that the proposed tariffs are not commercially reasonable: “I
don’t think the proposed tariff works.””!*

Mr. Lacey noted his understanding that Dominion had opposed Direct Energy’s license
applications, although he had no specific “knowledge of the battles that went on back and forth
during that process.”?® Later on in the hearing, Dominion objected to the characterization that it
opposed Direct Energy’s applications for licensure.?”! The public record in CSP licensing

proceedings speaks for itself. Dominion has made a point of intervening in the license

applications of both Collegiate Clean Energy?*? and Direct Energy?® in order to raise questions

196 Tr_ at 158 (cross of Marquis by Dominion).

197 Tr. at 366-367 (cross of Morgan rebuttal by Environmental Respondents).

198 Tr. at 202 (cross of Lacey by Dominion).

199 Tr. at 202 (cross of Lacey by Dominion).

200 Tr, at 209 (cross of Lacey by Dominion).

201 Tr, at 401-402 (cross of Morgan Direct by Direct Energy).

202 gpplication of Collegiate Clean Energy, LLC for a license to conduct business as a competitive service provider
Jor electricity in the Commonwealth of Virginia, SCC Case No. PUE-2012-00102, Order Granting License, dated
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concerning their qualifications. Dominion’s attempts were not successful in any of these
proceedings.

Signiﬁcahtly, Mr. Lacey was not aware of another instance where a utility opposed a
supplier’s license: “I’m not aware of any instance where a utility has opposed a supplier license.
I’m not saying there are none. There may be some, there may be valid reasons, but generally I’'m
2204

not aware of any that have ever been opposed by a utility.

c. Dominion is not interested in bringing to the Commission’s attention
the fact that its customers are currently served by CSPs

Just as Dominion is not interested in being forthcoming about its motivations in filing the
CRG Schedules or in questioning the qualifications of CSPs regarding their license applications,
Dominion is also not interested in bringing to the Commission’s attention any evidence that
CSPs are currently serving its customers. It is only through the Staff’s witness that evidence of
customers currently served by CSPs was brought to the Commission’s attention. Mr. Morgan
would have left the Commission with the impression that no Dominion customeré were served
by CSPs. This misimpression is corrected by Mr. Pratt, who during oral sur-rebuttal confirmed
via the introduction of Hearing Exhibit 16 that twelve customers are served by a CSP.
Dominion’s counsel repeatedly tries and fails to minimize this testimony by suggesting that these
represent 12 accounts of the same customer.
Q. Fair enough. And then finally, Mr. Pratt, on Exhibit 16 there was some
discussion about this response on the question of how many customers have
actually left the system, the generation system, to take service from a

competitive service provider for 100 percent renewable energy; do you recall
that discussion?

October 19, 2012. Application of Collegiate Clean Energy, LLC for a license to conduct business as an aggregator
in the Commonwealth of Virginia, SCC Case No. PUE-2012-00129, Order Granting License, dated January 9, 2013.
203 gpplication of Direct Energy Services, LLC, For A License To Conduct Business As An Electricity Competitive
Service Provider, SCC Case No. PUE-2016-00088 (Order Granting License, Oct. 6, 2016); Application of Direct
Energy Business, LLC, For A License To Conduct Business As An Electricity Competitive Service Provider, SCC
Case No. PUR-2017-00085 (Order Granting License, July 24, 2017).

204 Tr, at 222 (re-direct of Lacey).
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A.Ido.

Q. And you heard Mr. Morgan say this morning as of the time of the Company's
filing of the application that that number was zero, no customers had left the
system; you heard that? _

A. Irecall him stating that, yes.

Q. This responds to Staff set I -9 refers to at the time of this supplemental
submittal that there were 12 accounts that were purchasing 100 percent
renewable energy from a licensed retail supplier. Did I read that correctly?

A. I believe you read that correctly.

Q. It is not in the answer, but do you know how many customers that those 12
accounts cover?

A. I do not. I simply have the Company's response.

Q. Fair enough. We'll address that on surrebuttal. Would you accept, subject to
check, that it's one customer that has 12 accounts that has left the system?

A. Again, all I have is the Company's response; I really don't know the answer to
that question.

Q. Fair enough. But, you know, accepting that, subject to check, it's one customer
out of two and a half million that's left the system?

A. Okay. I really don't know. We would have to have that clarified.?%

Significantly, Dominion never does make this clarification on sur-rebuttal. And in any
event, the fact remains that it is Staff, not Dominion, who clarifies the record to reflect that CSP
service is currently being offered in Dominion’s territory.

3. Dominion’s claim that CSPs are not interested in the market is wrong

Dominion again reveals its antipathy for those seeking to offer competitive supply to its
customers when it tries to create the false impression that CSPs are not interested in offering
competitive supply. Dominion’s counsel attempted to make the point that Direct Energy has not
made any product offerings to 1 MW plus demand customers for 100% renewable electric
energy services over the past ten years.?’ Mr. Lacey did not know how many products Direct
Energy has offered. However, he demonstrated that the basic premise of the question indicated a
fundamental misunderstanding of the amount of work that goes into determining whether the

CSP market is operable:

205 Tr. at 291-293 (cross of Pratt by Dominion)
206 Tr, at 207 (cross of Lacey by Dominion).
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That question supposes Direct Energy can just walk into the market and
say, hey, I have a hundred percent renewable energy. That's not the way it works.
It's a major business investment; lots of things go into that decision, including
market conditions, the utility price. Utility prices have come up, environmental
attributes, the availability of renewable resources has changed tremendously over
the last ten years.

I know that when I was working at Direct Energy--and this is what 1
would advise any client to do, if market conditions are favorable, you should go
into that state, seek a license, and then begin to offer products and services to the
customers in the state.

So I didn't do -- actually, I did do market entry for Direct Energy; that was
one of my responsibilities. And when [ was doing that, Virginia was always a
market that didn't work. And I left there in 2011. So up to that point, for lots of
reasons, it was not a favorable market.

At some point over the last several years, they decided -- and I was not
involved in that decision - that Virginia is an attractive market to offer renewable
energy. They have sought to get licensed. Two of their affiliates have licenses
now. 1 believe they were both opposed by Dominion. So how many offers they
have made, tangible concrete offers, I don't know, I'm not in their sales group, but
I know it's a much more major decision than to say, hey, I have renewable energy
to sell.2%7

When pressed further on the lack of activity by Direct Energy, Mr. Lacey explained:

What I would say is that Direct Energy is in the business of providing energy
services to customers. . . .I know if the boundaries were taken down, Direct
Energy would be here in full force or at least I'm very confident that they would
be; I don’t know that for a fact. That’s their business model. 2%

Dominion’s counsel persisted with the line of question, stating, “Direct is not currently

serving power companies in the State of Virginia, you wouldn’t disagree with that?” and

Mr. Lacey responded by stating the obvious: “No. And I would say that was a smart

decision based on what we’re doing here today.”?*® Dominion’s counsel took one more

crack at disparaging Direct Energy, suggesting that most of what Direct Energy offers in

the renewable market is merely renewable power that is backed up with renewable

207 Tr, at 207-209 (cross of Lacey by Dominion).
208 Tr, at 213-214 (cross of Lacey by Dominion).
209 Tr, at 215.
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certificates,” and Mr. Lacey once again defended Direct Energy, saying “I don’t think
that’s fair. . . . I believe they have a very robust portfolio of renewable products.”?!°

This exchange perfectly illustrates how Dominion has fostered a hostile environment for
CSPs by questioning their qualifications in licensure proceedings, by appealing a Commission
ruling in their favor to the Virginia Supreme Court,?!! and by filing tariffs that seek to put them
out of business, and then Dominion has the audacity to blame the lack of competitive entry on
the CSPs.

F. Dominion fails to demonstrate a need for the tariff

Dominion fails to comprehend the lack of credible customer support for approval of the
CRG Rate Schedules. Dominion was offended by Mr. Lacey suggesting that the Company is
proposing the rate schedule simply to block retail access.?'> Mr. Morgan insisted that “It seems
as though this is what customers want. And we’re going to have to give customers what they
want, so that’s what we intend to do here.””?!? Similarly, Dominion took offense at the
Environmental Respondents suggesting that the Company has no incentive to offer an attractive
product: “It’s like any business, if we do a poor job of customer service, customers have options,
so they can leave the territory, they can leave us. These large customers have a right to leave
us. 214

Dominion’s assertions that it must be offering an attractive product should not be given

any weight. Dominion has a pretty spotty track record of offering successful renewable products.

It repeatedly has offered renewable schedules that have relatively few participants. Schedule FR

20 Tr, at 215-216 (cross of Lacey by Dominion).

211 Va. Electric and Power Co, vs. State Corp. Comm’n. (Va. S. Ct. Record No. 171 151) (appealing the
Commission’s Final Order in SCC Case No. PUE-2016-00094).

212 Tr, at 349 (Morgan sur-rebuttal),

213 Tr. at 350 (Morgan sur-rebuttal),

214 Tr, at 350 (Morgan sur-rebuttal).
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has no customers: it’s not yet been approved.?’> Schedule RG was closed following its failure to
attract any customers.?!® Schedule RG This lack of success is based on Dominion’s indifference
to fi gurihg out what its customers 'actually want before Dominion offers a new renewable
schedule involving the purchase of off-site renewable power, as distinct from RECs or net
metering.

It apparently has not occurred to Dominion that customer acceptance should be a
prerequisite to offering this type of new schedule and should be the yardstick of whether a new
rate schedule has been a success. Incredibly, Dominion’s witness declined to accept this fairly
basic principle: “So I don’t know that just because nobody goes on, it means it’s a failure. . . .I
can’t conclude that program with no customers is a failure.”?!”

Dominion’s indifference to ascertaining widespread customer support for such schedules
is evident in regards to the CRG Rate Schedules. Dominion’s response to AEE discovery
indicated that there was no detailed customer feedback on the CRG Rate Schedules, and that
discovery response was not updated.?!®

Dominion then belatedly tried to manufacture evidence of customer support for CRG
Rate Schedules during the evidentiary hearing. That effort failed. The evidence that Dominion
proffered as proof of specific customer support for the CRG Rate Schedules should instead be
viewed by the Commission as proof of the lack of credible customer support for the CRG Rate
Schedules.

One piece of evidence proffered by Dominion as specific customer support for the CRG

Rate Schedules concerns Wal-mart’s statement regarding the margin. Mr. Morgan readily

25 Hearing Exhibit 37.

216 Hearing Exhibit 25.

47 Tr, at 355-358 (cross of Morgan by AEE regarding failure of other renewable programs).
28 Tr, at 64 (cross of Morgan by AEE).
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agreed upon questioning by his counsel that Wal-Mart was a “very, very sophisticated customer
when it comes to the purchase of electric energy services,” suggesting that it was significant that
“they are now comfortable with this margin adder to the rate.”2!" This exchange left out a key
fact that Wal-Mart still objected to the CRG Rate Schedules resulting in the elimination of the
ability to purchase from CSPs. Prior to this exchange, Wal-mart’s witness had made this fact
quite clear: “Wal-mart’s concerns about the inability to obtain renewable energy options from
non-utility electric suppliers in the event the CRG tariff is approved do remain.”??
Mr. Morgan ultimately had to acknowledge that fact during cross examination by counsel
for the Environmental Respondents:
Q. And you commented on Wal-Mart's witness that he said he was agreeable to
the margin now that's been proposed as part of the CRG program. Did you also
hear him conclude that he was still concerned about the loss of competitive
options if the CRG tariff is approved?
A. I heard him say that.?!
The other piece of evidence proffered by Dominion as specific customer support for the
CRG Rate Schedules consists of three letters introduced during re-direct examination of Mr.
Morgan’s by Dominion’s counsel concerning Mr. Morgan’s direct testimony. These letters were
marked as Hearing Exhibit 5. Mr. Morgan readily agreed upon questioning by his counsel that
the letters from three customers were “actual customer letters, supporting the approval of Rate
Schedule CRG.”??2 But when Mr. Morgan was later asked about the letters during cross
examination concerning his rebuttal testimony, he appeared to have little familiarity with the

letters. He did not know that the three letters were identical. He did not know who wrote the

identical letters, including whether someone at Dominion wrote the letters and asked the

219 Tr. at 344 (Morgan sur-rebuttal).

220 Tr, at 163 (Wal-mart sur-rebuttal).

221 Tr, at 399 (cross of Morgan by Direct Energy).
222 T, at 109 (Morgan sur-rebuttal).
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customers to sign them. He did not know if the customers had other business relationships with
Dominion as vendors or suppliers, deferring this question to Mr. Crable.???

This evidence of customer support for the CRG Rate Schedules was entered into the record
via a witness who had no substantive knowledge of the letters, and key questions regarding the
letters were never resolved by Mr. Crable or any other Dominion witness. More significantly,
Wal-mart’s comments regarding the margin and the three identical customer letters represent the
best that Dominion could do in pointing to customer support, which speaks volumes when there
would be 1,379 customers adversely impacted by the prohibition on purchasing from CSPs
should the CRG Rate Schedules be approved pursuant to 56-577 A 5.22* This reliance on Wal-
mart’s testimony and on the identical customer letters are yet another example that, when
subjected to closer examination, what Dominion points to as justification for Rate Schedules

CRG actually provides little or no justification.

G. At the most, the CRG Rate Schedules should only be approved as
experimental tariffs

Even when the CRG Rate Schedules are read in the most charitable light, there is no dispute
that considerable uncertainties exist. Nor is there a dispute that this is a new type of program.
Given all this, Ms. Marquis concluded that an experimental rate like this should not preclude
customers from seeking alternative options to meet their needs.??’

The suggested cure for these uncertainties involves the reporting requirements suggested by

Mr. Pratt, but the need for these reports is indicative of the fact that there is a lot of uncertainty

223 Tr. at 389 (cross of Morgan by Direct Energy).
224 Tr. at 418 (establishing that 1,379 not 400 and not 1,100 is the correct number for impacted customers).
225 Tr. at 149 (AEE sur-rebuttal).
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around the program. Mr. Lacey concluded that under a market-based approach, reports are not
required because the market yields a result that everyone knows is competitive and just.??®
IV.  Conclusion

Dominion has provided no adequate basis for the Commission to approve the CRG Rate
Schedules as just and reasonable, particularly given its insistence that approval of such schedules
must be done in a manner that eliminates viable customer options for alternative renewable
supply.

The Application merely seeks approval of an invitation for customers to negotiate special
contracts. For the most basic aspects of the schedules, nothing exists for the Commission to
substantively evaluate. There are no specific rates for the Commission to approve and no
mechanism for prior Commission oversight of the rates produced by the formula rate. There are
no specific contracts for the Commission to approve and no mechanism for prior Commission
oversight of the facilities utilized for such contracts. While the vast majority of the inputs into
the formula rate are unknown, the few inputs that can be quantified have not been shown to be
just and reasonable. The schedules do not offer a market-based rate. Charging a fee of $2,000 to
customers who may never utilize the schedules is not reasonable. Requiring continuous
renewable supply unreasonably raises the costs required to serve customers and sets a standard
so high even Dominion cannot fully satisfy it. No credible customer interest in the schedules has
been demonstrated, despite Dominion’s abysmal track record with offering schedules regarding
offsite renewable supply for which no customer signs up.

Even Dominion describes the schedules as having “unique features” that are “untested,”

leading Dominion to suggest it could offer the schedules for a limited timeframe before

226 Tr, at 191 (Lacey sur-rebuttal).
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terminating the schedules or coming back to the Commission to modify or continue the
schedules.

It defies logic to allow a temporary offering; whose parameters remain largely undefined,
to be considered just and reasonable for the purposes of degrading existing customer options for
access to offsite renewable supply.

V. Relief Sought

For the reasons discussed above, Direct Energy and NEM respectfully ask that the

Commission reject the Application.
Respectfully submitted,
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Exhibit A for Post-Hearing Brief

Hearing Exhibit 37
DE 5% Set, Question No. 5 (cross of Crable by DE)



Yirginia Electric and Power Company
Case No. PUR-2017-00060

Direct Energy
Fifth Set

The following response to Question No. 5 of the Fifth Set of Interrogatories and Requests for
Production of Documents Propounded by Direct Energy received on November 7,2017 has been

prepared under my supervision.
.

Brett A. Crable™

Director — New Technology and Energy
Conservation

Vitginia Electric and Power Company

Question No. 5:

- Regarding Mr. Crable's Rebuttal Testimony on pages 3 to 5 and his Rebuttal Schedule 1, filed by
Dominion on October 11, 2017, please describe in detail the information set forth in the charton
the following page. , ‘
Response:

See Attachments Direct Energy Set 5-5 (1) (3) (BAC) for the requested information.
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Exhibit B for Post-Hearing Brief

Hearing Exhibit 38
Late filed exhibit, responding to Exhibit 31



Fatal Flaws with Dominion Risk Analysis ¥**
(1) Conflates houly or daily events with annual calculations.
(2) Assumes one customer {or one outcome) only; load shaping risks are greatly reduced with each additional customer.
(3) Looks at only "bad" outcomes when "good" outcomes are equally likely and produce simitarly positive results for Dominion (See columns on right-hand side of page).
(4) Assumptions have no basis {e.g., why does mild weather = 8% reduction in annual load? Why does Extreme weather yield 8% increase?)
(5) Ignores reality that weather changes will "average out" over the five-year life of customer commitment.
(6) Alternative assumptions show Dominion earning excess returns on market variances (See columns on right-hand side of page).

Revised Assumptions-Show Dominion
Original EXHIBIT NO. 31 -- Shaded Earns Excess Returns

d 7Hydr6\§nd Biom; s

17,520 17,520 35,040
$73.77 $73.77 $73.77
$1,292,450  $1,292,450 $2,584,901

$36.00 $37.40 $35.00

1.15 1.15 1.15
1.00 1.00 1.00
$41.40 $43.01 $40.25
$17.21 $17.21 $17.21
$3.45 $3.45 $3.45
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Dominion presents this Exhibit as a "Risk Analysis”. It is not. it is nothing more than a scenario evaluation. Traditional utility risks related to asset development that would warrant a
return equivalent to a regulated return on equity include construction risk, environmnental and siting risks, union labor risk, maintenance risk, weather risk, regulatory and compliance

risks, hiring risk, competitor risks, commodity price risk; customer load management risk, DER risk, political and regulatory risk and others. These risks accrue to the asset owner and
not a counter-party to a PPA.

Yellow shading indicates where assumptions were changed from Dominion's analysis.



