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Q:
Please state your name and address.

A:
My name is Peter G. Bloomfield.  My business address is P.O. Box 2520, Concord,  New Hampshire  03302.  

Q:
How are you associated with Concord Steam Corporation? 

A: 
I am President of Concord Steam Corporation (the “Company”).  

Q:
Please describe your education and professional background.  

A:
I graduated from Union College in 1976 with a BS in Mechanical Engineering.  I am a registered Professional Engineer in NH, NY, and Colorado.  I have been employed as an engineer in the steam and power industry since college.  I became president of the Company in the fall of 1986.  

Q:
What is the purpose of your testimony?

A:
The purpose of my testimony is to provide support for the Company’s request for an increase in its permanent rates in this case.  I will present documents and other information in support of the Company’s rate request, and explain the development of the revenue requirement and the calculation of proposed rates.  In addition, I will explain Schedule A and Schedules 1 through 6, which are attached to my testimony.  

Q:
Please describe the Company and its customers.

A:
Concord Steam provides district steam service from its facility at Pleasant Street in Concord, New Hampshire, and is the only steam utility in New Hampshire.  It has approximately 110 customers, all of which are located in the City of Concord.  The Company has one residential customer, the remainder are all commercial or institutional customers.  

Q:
When did the Company last change its base rates?

A:
The Company's last base rate case was in 2007 (DG 07-076); the rates established in that proceeding were effective July 1, 2008, pursuant to Order No. 24,866.  There have been no changes in the Company’s base rates since then. 

Q:
Why is the Company filing this rate case?

A:
The Company is filing this rate case because it has not earned its authorized rate of return of 7.24% during the test year ending December 31, 2008.  Instead, the Company earned approximately a negative 5% rate of return for the test year.  

Q.
What has caused the Company to under earn?

A.
In addition to the general effects of inflation, the Company has increased interest expense and insurance costs.  These costs are summarized in Schedule 1, attachment 2.  There has also been a decrease in the amount of steam sold, even after allowing for weather corrections, which reduces our base rate income.  

Q.
In 2006, the Company began leasing a parcel of land from BS & Chips for the operation of the wood yard.  Are there any rental payments by the Company to BS & Chips under the lease agreement attributable to the Dover Road parcel included in this rate filing?

A.
No.  The lease payments are included in the cost of energy.  

Q:
Have there been any changes in operation at the Company’s facility?

A:
No.  Prior to 2008, the Company had converted two boilers to be able to burn wood chips as fuel.  Wood waste has been be the primary fuel source for Concord Steam since 2003. 

Q:
Are you familiar with the books and records of the Company?  

A:
Yes.  

Q:
Has a substantial portion of the Company’s rate filing been prepared by you or under your supervision?  

A:
Yes.   

Q:
Please summarize your computation of the Company’s revenue deficiency.  

A:
Schedule A summarizes the computation of revenue deficiency.  The Company's rate base is $4,931,207.  The rate base has been multiplied by a proposed rate of return of 1.5% which results in a required test year net income of $73,968.  The Company’s adjusted actual net operating income for the proformed test year was a loss of $173,432.  The sum of the required income, the correction for tax effect, less the proformed income, results in a total revenue deficiency of $341,940.  The Company could request a higher rate of return, however the Company is requesting a rate increase of only $341,940, for reasons described later in this testimony.  

Q.  
What would be the percentage increase in rates based on this revenue increase?

A.
The increase in base rates would be 16.82%.  

Q.
On what basis does the Company seek to recover the rate increase?

A.
The Company is requesting that the rate increase be effective on a service rendered basis.  

Q:
Please describe the rate base calculation.

A:
The rate base used in the computation of the revenue deficiency is calculated in Schedule 3, which is attached to my testimony.  It is based upon the average of the investment in plant in service less accumulated depreciation over the 13-month period ended December 31, 2008, detailed in Schedule 3B.  Other balance sheet items included in the rate base calculation are also reflected on Schedule 3, and detailed on Schedules 2, 2A, 2B, and 3B.  The cash working capital component of the rate base is calculated in Schedule 3A, based upon a 12.5% (1 1/2 month) level of recurring operation and maintenance expense; this approach was recommended by Commission Staff and adopted by the Commission in the Company’s base rate cases since 1985.  

Q:
How did you determine a rate of return?

A:
The capital of the Company during the test year consisted of equity, and short term and long term debt as shown on Schedule 6.  The Company’s proposed allowed rate of return, as calculated on Schedule 6, is 7.24%.  The cost of equity used in the computation, 8.0%, is reasonable based on what has been approved by the Commission in its previous rulings.  

Q:
Please describe the test year utility operating income of the Company.  

A:
Schedule 1, Operating Income Statement, provides information as to the income for the test year ended December 31, 2008 as proformed.  The first column is a representation of the twelve months ended December 31, 2008 as reflected in the Company’s annual report to the Commission.  The second column details the proforma adjustments to the test period.  The third column reflects the test year as proformed, or as adjusted.  The fourth and fifth column provide historical data for the prior two years.  


The proforma adjustments made to the Operating Income Statement are described in Schedules 1.1 and 1.2.  Schedule 1.1 describes the proforma adjustments to the revenue of the Company.  

Q.
What adjustments were made to the revenue of Schedule 1.1?

A.
The following adjustments were made: 


1.)  Corrections in projected steam sales for known increases and decreases in customer base for 2008;  

2.)  Allowance for adjustment of the test year steam sales for weather normalization (See below);  


Schedule 1.2 details the adjustments made to expenses for the test year.  The non-fuel costs for generating additional proformed steam sales are listed.
  


Schedule 1.3 is a supporting exhibit for administrative and general expenses.  Schedule 1.4 calculates the variable production cost of steam.


Schedule 1A and 1B details test year property taxes and payroll expenses respectively. 


Schedule 1C  is the correction for degree days (see below).


Schedule 1D defines the test year income taxes.  

Q:
Have you calculated an adjustment to test year revenues as a result of warmer than average temperatures during the test year?  

A:
Yes.

Q:
Please describe this weather adjustment.  

A:
The heating season of the test year 2008 was 0.07% warmer than average.  In order to correct the steam sales of 2008 to those of an average year, we have used the following procedure:



1.  Our heating season is defined as all months except June, July and August.  May and September are "shoulder months", where there may or may not be heat sold in these months due to variations in the weather.  



2.  To determine the corrected steam sales figure, we subtracted from each month's total, the steam sold that was not used for heating (e.g., laundry, hot water).  We multiplied the monthly steam heating sales by the ratio of the 30 year degree day average for that month to the actual heating degree days of that month in 2008.  The annual adjustment in steam sales for 2008 is 553 Mlbs.  This is described in Schedule 1C, which is attached to my testimony. 

Q:
Did the Company make any other adjustments to steam sales for the proformed year?  

A:
Yes.  

Q:
Please explain these adjustments.  

A:
There are multiple empty buildings downtown, and with the increase in cost of the  product, many customers are reducing use and conserving energy.  The Rundlett Middle school is presently being connected to the system.  The net effect to the proformed year, including customer changes and degree day corrections, is an increase in sales of 6,347 Mlbs.  See Schedules 1.1 and 1C attached hereto.  

Q:
Has the Company requested the full amount of revenue increase that would be supported by standard rate making methodology?

A:
No.

Q:
Why not?

A:
The Company intends to maintain rates that are competitive with alternate sources of heat.  Based on the calculations which support this rate filing, the Company could request a revenue increase of over $760,000, or approximately 16%.  Nonetheless, the Company seeks an increase of only 6.53% ($341,940) in order to remain competitive.  

Q:
Please describe the Company’s rate structure.  

A:
Presently, the Company has a declining block base rate, a meter charge, and an energy charge for all customers.  

Q:
How would these rates be changed by the Company’s proposed revenue 


increase?  

A:
The increase will be spread proportionally over all three classes of block rates.  If the proposed rate increase is approved, the base rates would be: $18.54 per Mlb (1,000 pounds) for the first 500 Mlbs per month, $16.27 per Mlb for 500-2,000 Mlb per month and $11.54 per Mlb for all steam over 2,000 Mlbs per month.   

Q.
Is the Company requesting a change to its meter charge?

A.
No.  

Q.
Is the Company still cogenerating electricity?

A.
Yes.  During the 2006 test year, the Company cogenerated 2,300,000 kwh of electricity for sale to ISO-NE and generated $150,000 in revenue from such sales, and has continued to cogenerate electricity in 2009.  The Company has also been generating most of the electricity used internally, for an estimated savings of over $150,000 per year.  Since 2005, the Company has been filing an annual report with the Commission summarizing the cost-effectiveness of running its turbines in the cogeneration of electricity.   The Company will be filing its next report on September 15, 2009, which it expects will demonstrate that its cogeneration operations have been, and will continue to be, cost effective.   

Q.
In your opinion, are the proposed rates just and reasonable?

A.
Yes.  All of the costs incurred by the Company that are included in this rate filing are prudent and should be included in permanent rates.  

Q.
Has the Company begun lease renewal negotiations with the State of New Hampshire regarding the lease of its Pleasant Street facility?

A.
The Company has met with the State concerning the extension of the lease and the State has agreed to a lease extension.  We are planning on formalizing this with in the next 6 months.  

Q:
Does this conclude your direct testimony?  

A:
Yes, it does.  
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