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SURREBUTTAL TESTIMONY OF STEPHEN E. PUICAN

Would you please state your name and business address?

My name is Stephen E. Puican. My business address is 180 East Broad Street,
Columbus, Ohio.

Are you the same Stephen E. Puican that previously submitted testimony in
this proceeding?

Yes.

What is the purpose of your surrebuttal testimony?

I testified previously that the Commission should not grant Akron
Thermal’s requested emergency rate increase. That recommendation was
based on the conclusion by Staff witness Hodgden that even with the
emergency rate increase, Akron Thermal could not justify a revenue
requirement in a subsequent permanent rate case application that would be
sufficient to cover its existing financing costs. Akron Thermal’s witness
Jeffrey Bees subsequently filed rebuttal testimony revising some of the
numbers on which Staff witness Hodgden’s conclusions were based. As a
result 1 believe it is appropriate to comment on whether those revisions
would affect my previous recommendation that the emergency increase

should not be approved.

Q. Based on Mr. Bees rebuttal testimony, did Mr. Hodgden revise his prior

conclusion that Akron Thermal would not be able to justify a revenue

increase in a permanent base rate proceeding which would be sufficient to
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A.

cover its operating expenses and debt service obligations?

Staff witness Hodgden submitted surrebuttal testimony that concluded that,
based on the modifications described in Mr. Bees’ rebuttal testimony, a rate
increase that generated $3,797,831 would be sufficient to cover Akron
Thermal’s operating expenses and debt service obligations. This increase is
within the $3,995,120 that Mr. Hodgden calculated previously in his direct
testimony that potentially could be jusﬁﬁed in a permanent base rate

proceeding.

Q. Does that conclusion change your previous recommendation?

A,

It does not. Although the Company may be able to survive a while longer
with the increase, I do not believe it changes the overall prospects for the
long-term viability of Akron Thermal. The likelihood that the proposed
rates will generate the required revenues is dependent on the stability of the
current customer base such that any further loss of customers will require
additional rate increases. As discussed in my pre-filed testimony, if the
proposed emergency rates are approved, tariff customers would be facing
extremely large rate increases in the midst of one of the worst recessions
since the Great Depression, A rate increase of this magnitude would almost
certainly cause customers to re-evaluate the economics of staying with
Akron Thermal vs. other alternatives. Some business customers without
alternatives may even be forced to close. In either caée, the long-term

stability of the current customer base is questionable at best. Given this

2
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uncertainty as to Akron Thermal’s long-term viability, the Commission
should not approve the proposed emergency surcharge. That would at least
have the benefit of sparing Akron Thermal’s customers from burdensome
rate increases that de not in any event ensure the survival of Akron
Thermal.

What do you believe would be the consequence if the Commission rejects
the proposed rate increase?

I believe Akron Thermal would no longer be able to provide service to its
customers and would be forced to close its operations.

In that event, would steam service to customers be jeopardized?

According to the testimony of Richard Merolla on behalf of the city of
Akron, the city has entered into an arrangement with Akron Energy
Systems, LLC to operate the system should Akron Thermal cease
operating. Akron Energy Systems, LLC is an affiliate company of
Cleveland Thermal Steam Distribution, LLC, a PUCO regulated utility
providing steam service to customers in Downtown Cleveland. That
arrangement is described as an interim arrangement that is designed to
permit the City to obtain the necessary assistance and support to continue
operation of the steam facilities in the event Akron Thermal ceases to
operate. I believe with this arrangement, there will be continuity of service
in the event the Commission rejects Akron Thermal’s emergency rate

increase.



1 8 Q. Does this conclude your surrebuttal testimony?

2 A. Yes, it does.
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