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CV focuses on reliability, wind power - May. 4, 2004
By BRUCE EDWARDS Herald Staff 

Rutland Herald
KILLINGTON - Stockholders of Central Vermont Public Service Corp. were told Tuesday that the company is committed to a major transmission infrastructure upgrade in the state, as well as its continuing investment in wind power projects, including one planned for Glebe Mountain in Londonderry. 

And while promising to "maintain reliability and improve cost-effective service," CVPS president Robert Young warned again that the Public Service Board may force the utility to seek a rate increase sooner than anticipated. 

As the company approaches its 75th anniversary later this year, Young touched on the future of wind power and the commitment of Catamount Energy Corp., the company's unregulated subsidiary. 

Young said that given the nation's ever increasing appetite for energy and the need to reduce reliance on fossil fuels, "Catamount's commitment to renewable energy investments is in Vermont's best interests - and the nation's." 

On Tuesday, Young unveiled a new wind power partnership between Catamount and Marubeni Corp. of Japan, which owns 500 megawatts of renewable power generation worldwide. He said the partnership with subsidiary Marubeni Power International will give Catamount more resources to expand its wind-energy holdings in the Northeast, including the development of Glebe Mountain and wind projects in New York and Pennsylvania. 

"Marubeni brings years of project development and financing expertise to the joint venture, which will complement the in-house experience at Catamount," Young told the annual gathering of shareholders at the Killington Grand Hotel. 

"The partnership also reduces development risks for Catamount, as the companies will enjoy a 50-50 ownership of all projects they jointly develop." 

The proposed Glebe Mountain project near the Magic Mountain Ski Area, which would generate as much as 50 megawatts of power, has been vehemently opposed by some residents who have raised concerns that include visual and environmental impacts related to the 27-turbine wind farm. 

In an interview following the meeting, Young acknowledged aesthetics were an issue, but he also said the area in question is hardly pristine. 

"The beauty of Glebe Mountain is that it's already a ski area; it's got roads; it's got infrastructure in there," he said. "So from the standpoint of going in and despoiling nature and pristine landscape, well, it could change it, but it's still basically already been touched by human hands, if you will." 

Young said that so far the company hasn't had much success in reaching an understanding with opponents. And while he's still holding out hope of a compromise before the end of the summer, Young said that, in any event, CVPS would at some point file a petition with the Public Service Board to develop the site. 

Catamount has already embarked on wind projects in Texas, the United Kingdom and Germany. At the same time, according to the company's annual report, Catamount is selling its earlier investments in gas and biomass plants in Idaho and England. Excluding a tax benefit, Catamount lost $1.6 million last year. 

Addressing the need to upgrade the state's transmission system. Young said that as a 50 percent owner in the Vermont Electric Power Company, CVPS would invest heavily in transmission infrastructure projects, including the Northwest Vermont Reliability Project, the Lamoille County Project and the Northern Loop Project. 

The necessity and scope of the projects has been questioned by some. But Young said that the Northwest project in particular is critical for improving reliability in an area of the state that has been designated by ISO-New England, the entity that has regional authority over the transmission grid, as the second worst area of concern in the region. 

"This is absolutely critical to our long-term ability to provide customers with the level of service they deserve and expect, and provide the infrastructure for economic development," Young said. 

As part of the regional transmission system, all but $12 million of the $130 million cost would be paid for by other ratepayers throughout New England. 

On the issue of rates, Young recounted for stockholders the company's efforts to hold the line on rates. The rate-setting Public Service Board questioned an agreement between CVPS and the state Department of Public Service, which serves as a consumer advocate in utility cases. 

The agreement would have frozen rates until 2006, but the PSB conditioned the approval on several changes, including that the company pay down its deferred expenses of $48 million, which the board found excessive and a potential burden for ratepayers in the future. 

It was a condition the company said it could not go along with and still maintain its commitment to a rate freeze. 

The PSB has since ordered an investigation into the company's rates. 

Young, who praised employees for their cost-saving efforts, said over the past five years the company's aggressive approach to cost cutting has resulted in rate increases that were less than a third of the rate of inflation. And he said to expect the company to lower rates is not feasible. 

"I do not believe our rates can be justifiably lowered," he said. "Yet, the potential for a board order requiring a rate decrease effective this year will likely require the company to seek a rate increase effective next year before we would otherwise have proposed." 

Following the meeting, Young defended the level of deferred expenses saying that $40 million of the $48 million is already being recouped in existing rates and that the board's fear of "rate shock" down the road is unfounded. 

In recapping the company's performance last year, Young ticked off a list of accomplishments: 

* Sale of Connecticut Valley Electric Co., its New Hampshire subsidiary, for $30 million. 

* Cash flow increased from $47.8 million in 2002 to $58 million last year. 

* Earnings of $1.56 per share, despite flat growth in its service territory. 

* Stock value increased 34.2 percent, including dividend reinvestment. (The stock closed Tuesday at $20.11 a share, up 7 cents). 

* Best shareholder returns in the industry for the past five years. A $100 investment made in CVPS in 1998 would have been worth $305 at the end of last year, beating the S&P 500, Dow Jones Industrials, Nasdaq, and the Edison Electric Institute Index. 

Last year, the company earned $19.8 million on revenues of $306 million. 

"We produced these results while keeping a tight rein on expenses, holding down rates and providing exceptional customer service, reliability and environmental stewardship," said Young, who was rewarded for the company's performance with a total cash compensation package last year of $1.275 million, an increase of $336,826 from the previous year. Young also received 51,470 stock options last year, according to the company's annual proxy statement. 

Contact Bruce Edwards at bruce.edwards@rutlandherald.com. 
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