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TESTIMONY OF SHAHID MAHMUD

Please state your name and business address.

My name is Shahid U. Mahmud. My business address is 180 East Broad
Street, Columbus, OH 43215.

By whom are you employed?
I am employed by the Public Utilities Commission of Ohio (PUCQO).

What is your current position with the Public Utilities Commission of Ohio and

what are your duties?

My current position is Senior Utility Specialist in the Capital Recovery and
Financial Analysis Division of the Utilities Department. My duties include
processing: (1) applications to issue securities, (2) applications for
certifications of providers of Competitive Retail Electric and Gas Service (3)
applications for emergency rate increase, and (4) participating in other inter-

divisional reviews and projects.
Would you briefly state your educational background and work experience?

I have an undergraduate degree in Accounting and a Masters Degree in
Business Management from the University of Chittagong, Bangladesh. 1 have
a Masters Degree in Business Administration (International Business) from the
Ohio State University, Columbus, Chio and a Masters Degree in Development
Studies (International Affairs) from Ohio University, Athens, Ohio.
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I was employed by this Commission as a Utility Rate Analyst in the
Performance Analysis Division in May 1990 and became a Utility Rate
Analyst Coordinator in September 1996. In February 1999, I became a Utility
Specialist in the Electricity Division. In December 2008, I became a Senior
Utility Specialist in the Capital Recovery and Financial Analysis Division.
During the course of my employment with PUCO, I have undergone several
training courses and have attended many utility regulatory seminars and

conferences.

I primarily review and analyze applications for issuance of securities and

certification of competitive retail electric and gas service providers,

I assisted in the review, analysis and in the preparation of Staff Comments and
Recommendations of the Lakeland Utilities Company’s application for an
emergency rate increase (Case No. 90-1613-WS-AEM), Akron Thermal,
Limited Partnership’s application for an emergency rate increase (Case No. 00-
2260-HT-AEM) émd Southeastern Natural Gas Company’s application for an
emergency rate increase (Case No. 01-140-GA-AEM).

What are your responsibilities in this proceeding?

I reviewed Applicant’s application for authority to issue debt securities, Case
No. 09-414-HT-AIS, and Applicant’s application for emergency rate relief,
Case No. 09-453-HT-AEM. The results of my review and recommendations

are presented below.

What is the Staff’s role in reviewing applications for issuance of Securities
(AIS)?



O 0 ~N O ¢ b~ W

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

The Staff’s role in reviewing the applications, in general, focuses on, among
other things, the reasonableness of the amount and the terms of the proposed
securities, applicant’s proposed use of proceeds from the securities issuance
and an assessment of applicant’s ability to meet the servicing of the debt

obligations.

Please describe the Applicant’s application for authority to issue long term
notes as filed in Case No. 09-414-HT-AIS.

Akron Thermal states that it has entered into three long-term promissory notes
with: (a) Creditors Trusts of Cleveland, Ohio for $2,060,000 less a reduction
amount which shall be an amount equal to the cash payment made to class 3.1
claimants under the Plan; (b) the Treasurer of State of Ohio for $1,350,000;
and, (c) the Company’s limited partner, Thermal Ventures II, L.P., a Delaware
limited partnership, for $250,000 that relate to the restructuring of its
indebtedness through the bankruptcy proceeding. . All 3 notes have an
interest rate of 5% per annum. The notes to Creditors” Trust and the State of
Ohio require 8 semi-annual installments of principal and accrued interest in the
amounts of $293,055.76 and $197,812.67, respectively, beginning 18 months
after the effective date of the Plan of Reorganization of Applicant in Case No.
07-51884 (Bankr. N.D. Ohio). The note to Thermal Ventures II, L.P. specifies

payment of principal and accrued interest on Aptil 30, 2010.
What is the purpose of these notes?
The Staff understands that the three long-term notes represent Akron

Thermal’s debt obligations under the Plan of Reorganization ordered under
Akron Thermal’s bankruptcy proceeding in Case No. 07-51884. The
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10.

11.

bankruptcy order was issued on January 26, 2009 by the U.S. Bankruptcy
Court for the Northern District of Ohio Eastern Division.

What concern does the Staff have with regard to these notes?

The Staff’s primary concern is Akron Thermal’s ability to meet the interest and
principal repayment obligations beginning 2010. Akron Thermal will incur
about $1.2 million in annual principal and interest payments in 2010.
(Attachment SUM-1) However, a comparison of Akron Thermal’s cash flow
projections based on the Company’s current and proposed rates (Attachments-
SUM-2 & SUM-3) indicates that ¢ven under the cash flow projections based
on the Company proposed rates, it will not be able to meet the debt service
needs in 2010.

The Staff is of the opinion that the debt service obligations will only exasperate
the Company’s cash flow situation as the principal and interest payments

become due beginning 2010.

What is your recommendation regarding Akron Thermal’s application in Case
No. 09-414-HT-AIS.

To the extent Akron Thermal’s cash flow projections under the Company
proposed rates appear to be insufficient to meet its debt service obligations, I
recommend that the Company’s request for Commission approval of the debt
obligations be denied.

Does this conclude your testimony?

Yes, it does.
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