
STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
PUBLIC UTILITIES COMMISSION 

 
IN RE: BLOCK ISLAND POWER COMPANY : 
GENERAL RATE FILING    : DOCKET NO. 3655 
 

REPORT AND ORDER 
 

I. Introduction 

 On December 17, 2004, Block Island Power Company (“BIPCo or Company”) 

filed with the Public Utilities Commission (“Commission”) an application for a General 

Rate Change, seeking an increase in revenues of $463,171 or 21.96%.  BIPCo also filed 

an alternative rate design option which would have resulted in an across the board rate 

increase of 11.49%.  BIPCo further requested authority to apply a five year surcharge 

designed to collect $50,000 annual for Integrated Resource Planning (“IRP”) and 

Demand Side Management activities (“DSM”).  The Test Year used in this case was FYE 

May 31, 2004 while the Rate Year is Fiscal Year Ending May 31, 2006.  The proposed 

effective date of the tariff change was January 16, 2005 and on January 14, 2005, the 

Commission suspended the effective date pending its investigation.1 

II. Town’s Motion for Determination of Scope of Proceeding 

 On or about January 6, 2005, the Town of New Shoreham (“Town”) filed a 

Motion for Determination of Scope of Proceeding.  On January 17, 2005, BIPCo filed a 

Response to the Motion, indicating that it had already raised in its direct filing each of the 

issues addressed by the Town.  At its open meeting of February 17, 2005, the 

Commission declined to specifically define each of the issues to be addressed in the 

                                                 
1 By Order No. 18157 (issued February 18, 2005), following an Open Meeting decision, the Commission 
denied a Motion to Invervene made by the Block Island Sustainability Coalition.  The Town of New 
Shoreham’s Motion to Intervene was granted pursuant to Commission Rule of Practice and Procedure 
1.13(e). 
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BIPCo rate case because such a determination in a General Rate Case could result in too 

much of a constraint on the Commission’s ability to set just and reasonable rates.   

 The Commission noted that the real issue was the Town’s request for the rate case 

to include discussion of an IRP and potential DSM program.  BIPCo raised both of these 

issues in its direct filing and Commission staff had already issued data requests regarding 

these issues.  The Commission noted that these issues are appropriate for consideration in 

the rate case.   

 The Commission cautioned that if, at the end of the statutory deadline for 

determination of this case, one or both of these issues were to delay the Commission’s 

ability to decide the case, the Commission could bifurcate the docket in order to decide 

the distribution rates and further consider the IRP and DSM issues. 

III. Motion for Interim Relief 

 On January 18, 2005, BIPCo filed a Motion for Interim Relief, seeking to 

implement a change to its rate structure prior to the conclusion of its pending rate 

proceeding.  BIPCo’s summer rates are in effect June 1 through September 30 each year.  

BIPCo was seeking to implement the summer rates commencing on May 1, 2005.  

According to the Motion for Interim Relief, BIPCo alleged that it was “facing 

extraordinary, immediate and irreparable injury that can be avoided by the granting of the 

interim relief requested herein.”   

 BIPCo asserted that the requested relief would allow the Company to generate an 

additional $111,000.  According to BIPCo, it needed the interim relief because without it, 

the Company could be in default of its Rural Utilities Service (“RUS”) first mortgage 

financing.  According to BIPCo, the recent unforeseen event that caused this was 
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BIPCo’s decision to file for a lower total rate increase with an extended summer rate 

period rather than to file for a higher rate increase with the existing summer rate period.  

Specifically, “the reasonable recent unforeseen event was the fact that the Commission 

could choose the rate design change rather than the across-the-board increase option [that 

BIPCo filed].”  BIPCo also cited cash flow problems which existed during FY 2004, 

which ended May 31, 2004. 

 The Town and the Division of Public Utilities and Carriers (“Division”) objected 

on the basis that BIPCo had not met the requirements to justify interim relief.  Both 

parties requested summary disposition of the matter.  First, they argued that there is no 

“emergency” as previously defined by the Commission regardless of whether the Motion 

alleges an emergency.  Second, they argued that there was no immediate and irreparable 

injury. 

 BIPCo objected to the Motion for Summary Disposition, arguing that there was a 

material issue of fact regarding whether or not BIPCo had made its case regarding the 

need for interim relief.  BIPCo listed nine issues of fact that it believed constituted facts 

material to the decision. 

 The standard for interim relief is a determination that the BIPCo has alleged such 

extraordinary facts of immediate and irreparable injury as would justify the 

Commission’s exercise of discretion by granting interim relief prior to a final decision.  

The standard for summary disposition is a determination by the Commission that there is 

no genuine issue of fact material to the decision.  In order to decide whether Summary 

Disposition on the interim relief is appropriate, the Commission must determine the 

following:  (1) whether BIPCo alleged any extraordinary facts such as something out of 
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the ordinary has happened in the business, (2) whether BIPCo has alleged any 

extraordinary facts that leads the Commission to believe that the Company is facing 

immediate and irreparable injury such as ceasing or imminently cease operations without 

the relief sought.  The Commission determined that neither criterion was satisfied and 

found that there were no material facts in dispute.  Also, the Commission ruled that 

BIPCo had not met the standards for interim relief under its decision in the matter of 

Pawtucket Water Supply Board, Docket No. 3164 (Order No. 16398 issued October 10, 

2000), wherein the Commission stated, that a public utility must show “that, without 

interim rate relief, the [utility] system has been or will to a reasonable degree of certainty 

be jeopardized in its functioning.” 

IV. Pre-Filed Testimony 

 In support of its filing, BIPCo submitted direct testimony of Walter Edge and 

David Bebyn, its consultants along with the testimony of Jerome Edwards, BIPCo’s 

President, Michael Wagner, BIPCo’s Vice President, Clifford McGinnes, BIPCo’s Chief 

Operating Officer, and Albert Casazza, BIPCo’s Treasurer.   

 On April 4, 2005, the Town submitted the pre-filed testimony of its consultant, 

Stan Faryniarz, an economist and load forecasting specialist.  Mr. Faryniarz’s testimony 

focused on DSM, IRP and rate design.2 

 On April 7, 2005, the Division filed direct testimony of its consultants, Thomas 

Catlin of Exeter Associates, Inc. to address the Company’s revenue requirements and 

Bruce Oliver of Revilo Hill Associates, Inc. to address the Company’s rate design.  Mr. 

                                                 
2 Town Exhibit 1 (Pre-Filed Testimony of Stan Faryniarz). 
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Catlin calculated BIPCo’s overall non-fuel revenue requirement at $2,303,404, 

representing an increase over revenues at present rates of $194,147.3 

 In his testimony, Mr. Edge explained reasons for BIPCo’s increased revenue 

requirement, noting that the Company’s last rate increase went into effect approximately 

thirteen years prior to the instant filing.  He addressed revenues and pointed to normal 

inflationary increases in operations and payroll expenses including increases in 

management fees and commencement of repayment on Rural Utilities Services (“RUS”) 

loans.  Among other expenses, Mr. Edge discussed pension costs, management fees, 

regulatory and rate case expenses, engine maintenance and lineman contracting.4  Mr. 

Catlin made adjustments to wage increases, the management fees, health insurance 

premiums, engine maintenance, insurance premiums and federal income tax calculations.  

He made no adjustment to claimed Selective Catalytic Reduction (“SCR”) maintenance 

costs, but recommended the establishment of a reserve account to track actual catalyst 

replacement costs.5 

 Addressing rate base, Mr. Edge calculated total rate base at $4,604,693.6  In 

conjunction with this calculation, he discussed capital additions, including, among other 

smaller purchases, a FY 2005 purchase of a new CAT engine, three electric exhaust fans, 

wrapping of three engines, and six voltage regulators.7  Mr. Catlin made several 

adjustments to rate base, including decreasing Net Utility Plant, Working Capital, and 

                                                 
3 Division Exhibit 1 (Pre-Filed Testimony of Thomas Catlin), p. 4. 
4 BIPCo Exhibit 2 (Pre-Filed Testimony of Walter Edge), pp. 3-26. 
5 Division Exhibit 1, pp. 11-19, TSC-10, TSC-11, TSC-12, TSC-13, TSC-14. 
6 BIPCo Exhibit 2 at WEE-16. 
7 Id. at 28. 
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Accumulated Deferred Income Taxes.  These adjustments resulted in total rate base of 

$4,239,190.8 

 Turning to BIPCo’s capital structure and rate of return, Mr. Edge calculated the 

weighted cost of debt and equity at 6.57%, which applied to a rate base of $4,604,693, 

results in a return on rate base of $302,438.9  He argued that the Company should 

continue to be allowed the opportunity to earn a return on equity (“ROE”) of 11.7%.  Mr. 

Edge pointed to the risk of BIPCo compared to Narragansett Electric Company, which is 

allowed a lower ROE.10  Mr. Catlin, however, proposed a reduction of BIPCo’s ROE to 

10.5%.  He calculated the weighted cost of debt and equity at 6.36%, which applied to a 

rate base of 4,239,190, results in a return on rate base, of $269,522.11   

 Discussing BIPCo’s rate design proposal, Mr. Edge explained that a limited 

review of commercial customers revealed usage patterns in May and October which 

reflected summer usage more than winter usage.  Therefore, the Company was proposing 

to extend the summer rate period to cover those two months.  Doing so, he explained, 

would reduce the requested revenue increase to 11.49%.  The reason is that the Company 

would collect approximately $200,000 more in revenues during those two months alone.  

However, he explained that if this rate design option were chosen, in order to meet RUS 

requirements, the change would need to be made prior to the end of the rate case 

investigation.  In addition to being able to meet RUS deadlines, Mr. Edge opined that 

such relief would assist BIPCo in addressing cash flow concerns.12 

                                                 
8 Division Exhibit 1, pp. 6-11, TSC-2.  For his adjustment to Cash Working Capital, Mr. Catlin relied on 
the testimony of his colleague, Lafayette K. Morgan, submitted as Division Exhibit 2. 
9 BIPCo Exhibit 2, at WEE-15, WEE-16, WEE-17. 
10 Id. at 31-32. 
11 Division Exhibit 1, pp. 5-6, TSC-1, TSC-2, TSC-3. 
12 BIPCo Exhibit 2, pp. 33-36.  In his testimony, Mr. Bebyn explained that he had prepared a lead-lag 
study, resulting in a proposed requirement of $190,197 in working capital in order to address normal cash-
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 Contrary to Mr. Edge’s assertions, Mr. Oliver’s testimony on behalf of the 

Division stated that his class cost of service analyses did not show a strong 

correspondence between costs of service and revenue at present rates for the test year.13  

He maintained that the revenue for Demand-Metered General Service appears to fall well 

below its allocated costs for the test year.  His studies showed that the Street Lighting 

Service was not adequately priced.14  He recommended the Commission require any 

approved rate increase be distributed among rate classes in a manner that shifts rate for 

all classes of customers in the direction of their respective cost of service.15  

 Mr. Oliver testified that he could find no clear demarcation between summer and 

winter months usage, and thus, did “not find a compelling case for altering BIPCo’s 

current seasonal rate definitions at this time.”16  On behalf of the Town, Mr. Faryniarz 

agreed that the Commission should deny the request to increase the summer period by 

two months, stating that “[c]harging a higher block rate for two additional months does 

not send the correct price signal, because those are not months in which marginal costs 

(particularly of capacity) are the highest.”17  He suggested other methods of sending 

appropriate cost signals to summer customers such as increasing summer block rates and 

instituting a system charge on non-demand metered customers.18 

                                                                                                                                                 
flow issues.  BIPCo Exhibit 3 (Pre-Filed Testimony of David Bebyn), pp. 4-6.  Additionally, Mr. Bebyn 
further discussed the rate design and provided schedules reflecting the rate design proposals contained in 
Mr. Edge’s testimony.  Id. at 7-9, DGB-7. 
13 Division Exhibit 3 (Pre-Filed Testimony of Bruce Oliver), 2-3, 6-7. 
14 Id. at 3, 14-16. 
15 Id. at 4. 
16 Id. at 3, 8-13. 
17 Town Exhibit 1, p. 25. 
18 Id. at 26-27. 
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 Mr. Faryniarz’s testimony also focused on the need for an IRP and DSM program 

and proposals of what the Company should consider.19  He suggested the surcharge be 

focused more on summer rates to appropriately address the fact that much of the load 

growth on the system and related planning requirements results from summertime 

consumption.20  In response to Town concerns, BIPCo suggested a surcharge designed to 

provide $50,000 in revenues be allowed for five years to cover DSM and IRP activities.21  

Mr. Oliver declared that the Company needs to perform further evaluations on generation 

supply alternatives, noting that it may be advisable for BIPCo, the Town and other 

stakeholders to work cooperatively to identify more cost-effective generation supply or 

DSM alternatives.22  However, he cautioned that, “[d]espite the Company’s 

comparatively high costs of oil-fired generation, BIPCo’s expenditure of large amounts 

of time and resources to develop and implant a well-developed integrated resources plan 

may not be cost-effective for ratepayers.”23  He recommended the Commission encourage 

the formation of a working group to tackle these issues.24  He supported the concept of a 

surcharge, but recommended that: (1) it be deposited into a restricted account, (2) the 

funds be used as cost-effectively as possible, (3) the period over which benefits accrue 

should correspond to the recovery period, (4) the rate be applied in a manner that 

appropriately distributes responsibility for the costs among year-round customers and 

summer customers, and (5) the costs to be recovered be more specifically outlined.25 

                                                 
19 Town Exhibit 1, pp. 3-23, 28-39. 
20 Id. at 31. 
21 BIPCo Exhibit 2, p. 37. 
22 Division Exhibit 3, pp. 3, 16-23. 
23 Id. at 4 
24 Id. at 5. 
25 Id. at 17-18. 
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 Mr. Edwards, Mr. Wagner, Mr. McGinnes, and Mr. Casazza each provided 

testimony explaining their respective role with the Company and the need for a rate 

increase.26 

V. Rebuttal Testimony 

 On April 21, 2005, BIPCo submitted the Rebuttal Testimony of Walter Edge.  Mr. 

Edge stated that BIPCo has accepted the rate design recommendations of the Division.  

He also indicated that the Division and BIPCo had entered into a proposed settlement 

regarding rate base, rate of return, revenue requirement and rate design.  According to 

Mr. Edge, BIPCo believed Mr. Oliver’s positions on IRP and DSM were reasonable.27  

Responding to the Town’s testimony regarding IRP and DSM, Mr. Edge set forth point 

by point why BIPCo disagreed with the recommendations stated in Mr. Faryniarz’s 

testimony.  Mr. Edge’s main points of disagreement generally focused on cost and timing 

of the proposals.28 

VI. Settlement 

 On May 9, 2005, the parties filed a Stipulation and Settlement (“Settlement”) 

resolving all revenue requirement, rate base, rate or return, long range planning, and rate 

design issues in this docket.29  BIPCO’s base revenue requirement was settled at 

$2,328,304 representing an increase of $219,047 or 10.4% over the test year.  Rate of 

return on equity was settled at 10.5%.  Rate base was settled at $4,240,303 and the rate of 

return on rate base is settled at 6.36% or $269,593.  The new rates would be effective for 

consumption on and after June 1, 2005. 

                                                 
26 BIPCo. Exhibits 4 (Pre-Filed Testimony of Jerome Edwards), 5 (Pre-Filed Testimony of Michael 
Wagner), 6 (Pre-Filed Testimony of Clifford McGinnis), and 9 (Pre-Filed Testimony of Albert Cassaza). 
27 BIPCo Exhibit 7 (Rebuttal Testimony of Walter Edge), p. 1. 
28 Id. at 2-5. 
29 A copy of the Settlement is attached hereto and marked as Appendix A. 
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 BIPCO will establish a restricted account that will be funded in the amount of 

$210,272 annually. These funds will be utilized for the SCR system, engine maintenance, 

engine installation and related work.  The rate increase will be applied according to the 

rate design of Division witness Bruce Oliver.   

 The summer billing period will remain the period June through September.  

During the summer billing period, customers will be charged $0.01 per kWh as part of 

the fuel surcharge for a period of three years from the effective date of the increase. 

Funds accumulated from this surcharge, expected to be approximately $55,000 per year, 

are to be used for IRP/DSM endeavors.  These funds are additional amounts that will be 

collected from ratepayers over and above the $219,047 increase in base rates.  The parties 

agreed to participate in a working group to oversee the development of an IRP to be 

implemented by BIPCo, subject to oversight by the Commission.  Additionally, BIPCO 

agrees to justify its compensation practices for owners and management in its next base 

rate filing. 

VII. Hearing 

 Following notice, a public hearing was held at the Commission’s offices, 89 

Jefferson Boulevard, Warwick, Rhode Island, on May 12, 2005 to assess the propriety of 

the Settlement.30  The following appearances were entered: 

 FOR BLOCK ISLAND POWER CO.: Michael McElroy, Esq. 

 FOR TOWN OF NEW SHOREHAM: Alan Mandl, Esq. 

 FOR DIVISION:    William Lueker, Esq. 
       Special Assistant Attorney General 
 
  
                                                 
30 A previous hearing was held in the Town of New Shoreham on April 28, 2005 at 10:30 a.m. for the 
purposes of taking public comment. 
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 FOR COMMISSION:    Cynthia G. Wilson, Esq. 
       Senior Legal Counsel 
 
 The parties presented their witnesses as a panel: Walter Edge on behalf of BIPCo, 

and Bruce Oliver and Thomas Catlin on behalf of the Division.  Each of the witnesses 

testified that they believed the Commission should approve the Settlement.  Mr. Oliver 

testified that the average year-round residential customer using 500 kWh per month 

would experience an approximately $9.50 increase per month which includes the one 

cent kWh surcharge for DSM/IRP programs. 

 Addressing the fuel adjustment clause, Mr. Edge agreed that prior to approval of 

the Settlement all costs contained in the charge are related to fuel costs.  He explained 

that the rationale for including the DSM/IRP surcharge in the fuel adjustment clause as 

opposed to itemizing on the bill is for ease of bill formatting.31  Mr. Oliver suggested that 

because the purpose of the surcharge is to reduce fuel consumption and its costs, it is 

appropriately included in the fuel adjustment clause.  Mr. Edge assured the Commission 

that the revenues from the surcharge would be tracked separately from the other fuel 

adjustment revenues and deposited into a restricted account.32  Mr. Edge agreed to submit 

a courtesy copy of BIPCo’s monthly fuel adjustment reconciliation to the Commission at 

the same time as the Company files with the Division.33 

 Discussing the formation of a DSM/IRP working group, Mr. Edge and Mr. Oliver 

explained that there is no set number of participants of the working group but that each of 

the parties will have one vote, absent a consensus, regardless of the number of 

participants they have.  On behalf of the Town, Mr. Mandl spoke in agreement with the 

                                                 
31 Mr. Wagner indicated that the Company could advise customers of the DSM/IRP charge either through a 
bill message or bill insert.  Tr. 5/12/05, p. 132. 
32 Tr. 5/12/05, pp. 25-27. 
33 Id. at 28. 
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representation.  Mr. Scialabba, Chief Accountant to the Division was sworn in to provide 

further information regarding the composition and dynamics of the working group, 

specifically with regard to seeking input from non-parties to the Settlement.34  He 

testified that rather than creating an overly formal group, the working group could, with 

the Town and Company involvement, advise the islanders that this group existed and 

could invite those who could be identified to provide input.  He stated that the specific 

manner of that has not been identified by the group.35  He believed this would be one of 

the first things determined by the group when it begins meeting.36  He clarified that 

although input will be sought from non-parties, it will be the parties which will ultimately 

make decisions for Commission review.37  He agreed that any consultant hired by the 

working group will be working for the whole group and not any one party.38  The parties 

agreed that, while the working group will be filing a report with the Commission for 

review and possibly approval, post-report action and any legal ramifications of the 

working group’s recommendations have yet to be determined.39  Responding to a 

Commission concern that the parties had agreed to a dispute resolution process that, if 

utilized, could lead to appeals, regardless of the subject of dispute, the parties agreed that 

the dispute resolution provision would only be as a last resort, given the fact that the 

purpose of the group was to negotiate.40   

 Mr. Wagner, BIPCo’s general manager, was sworn in to testify regarding the 

long-range planning and distribution studies that were performed.  The witnesses 

                                                 
34 Id. at 33. 
35 Id. at 34. 
36 Id. 
37 Id. at 35. 
38 Id. 
39 Id. at 36-38. 
40 Id. at 45. 
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discussed Commission concerns that studies paid for with ratepayer funds not be 

disregarded by the working group.41  The parties represented that there is value to the 

studies which will be considered by the working group.42 

 Discussing vacant positions, specifically BIPCo’s use of an independent company 

to fill the lineman’s role, Mr. Wagner stated that the position has not been advertised 

because of his belief that there is a shortage of a qualified labor pool.  Additionally, he 

indicated that use of an outside company has provided opportunities for the company to 

learn new techniques.  Finally, Mr. Wagner expressed concern regarding the impact the 

location of the system may have on the availability of prospective candidates.43  With 

regard to his own position, Mr. Wagner had agreed to stay with the Company until the 

fall 2005.  However, as of the date of the hearing, the Company had not officially 

advertised his position.44 

 Addressing his retirement, Mr. Wagner indicated that the Company’s proposal is 

to provide him with a pension of $1,000 per month.  He was also involved in the profit 

sharing program and will receive benefits from that.  Mr. Wagner conceded that he does 

not qualify for a pension under the Company’s policy.  Responding to a Commission 

concern that departure from company policy would set a precedent for the future, Mr. 

Edge testified that Mr. Wagner “just misses,” with 36 years of service and his age.  Mr. 

Edge also noted that the pension would only be provided until Mr. Wagner is 65 years 

old and then he would be able to draw on his social security.  Finally, Mr. Edge indicated 

that because of the unique situation, this exception should not be seen as an indication 

                                                 
41 Id. at 47-63. 
42 Id. at 61-63. 
43 Id. at 73-78; 118-120. 
44 Id. at 78, 85. 
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that all retired employees will receive the benefit in the future.  Mr. Wagner added that 

there is one employee reaching retirement age, who will be eligible for a pension, in the 

next three to four years, but then nobody will reach retirement age for at least ten years.45 

 Regarding the management fee, Mr. Edge indicated that, rather than making 

payments to the managers through a third party entity, checks are made directly to 

individuals.  According to Mr. Edge, the management recipients receive 1099s at the end 

of the year rather than W-2s.46  He testified that the total management fee in FY 2005 was 

$192,000 and that the Company lost $118,000 in that same year.47  Mr. Catlin explained 

that in the next rate case, the parties would look at whether or not the independent 

contractor approach or employee compensation approach is more appropriate for 

management.  Mr. Edge then noted that he will be researching the issue for compliance 

with Internal Revenue Service regulations.  He conceded that there are no formal job 

descriptions for the managers and a lack of formal enforcement of the usage policies for 

company-owned vehicles.  It appeared from the testimony that the amount of 

compensation would be at issue in the next rate case as well.48 

 Addressing collections and write-offs, Mr. Edge explained that within the most 

recent eighteen months, BIPCo wrote off approximately $35,000 to $40,000 which 

represented several years of write-offs.  He explained that there is not a regular policy 

regarding annual write-offs for nonpayment.  He noted that customers may pre-pay their 

bills and that the Company works with other customers in order to accommodate cash 
                                                 
45 Id. at 79-82.  With regard to Merrill Slate, a retired employee, the Commission expressed concern that 
the provision of free electricity to him was in violation of the anti-discrimination provision of state law.  Id. 
at 108-111. 
46 Id. at 86-87. 
47 Id. at 112. 
48 Id. at 85-88;94-101.  Mr. Edge agreed to provide the Commission with the names of each company to 
which the salary checks are mailed and the results of his review of BIPCo’s compensation plan with IRS 
regulations.  Id. at 102. 



 15

flow issues.49  With regard to a four-week time-share held by BIPCo following a 

bankruptcy of one of its customers, Mr. Edge indicated that it will be sold this year.  

However, because it was never recorded on the books properly, the entire sale will be 

considered profit, as the cost basis will be $0.00.  Mr. Edge believed the time-share may 

be sold for approximately $15,000.  He asserted that the sale will benefit the ratepayers 

rather than the shareholders.50 

 Addressing the Company’s capital structure, Mr. Catlin noted that he had 

accepted Mr. Edge’s capital structure and cost of debt.  He indicated that if he had made 

adjustments, they would not have been significant given the fact that the equity ratio was 

so low, something he had noted in his direct pre-filed testimony.  Mr. Catlin testified that 

BIPCo should attempt to increase its equity ratio to at least 30%.  He suggested the 

Company could retain earnings or consider some additional form of equity infusion.  

However, he would not make any firm recommendations.  He also added that the 

Company should make timelier rate filings.51 

 Addressing rate design, Mr. Oliver testified that while his rate design moves the 

classes toward their cost based rates, it does not actually achieve that goal.  Commercial 

customers are one example of a class that was significantly below the other classes and as 

a result, will see a larger percentage increase.  Mr. Oliver noted that there remain 

unknowns in the calculations, particularly with regard to peak load contribution.  He 

concluded, however, that his rate design, which was accepted by the other parties, moves 

all classes closer to their cost of service.52 

                                                 
49 Id. at 129-30. 
50 Id. at 120-23. 
51 Id. at 125-28. 
52 Id. at 140-42. 
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VIII. Commission Findings 

 At its open meeting on May 26, 2005, the Commission discussed the Settlement.  

The Commission is concerned with the treatment of management fees drawn by the owners 

because they act as employees and not in a consultant capacity.  The Commission does not 

believe it is in the best interest of ratepayers to allow BIPCo to put off justification of the 

management fees until the next rate case and accordingly, the Commission modified Section 

9 of the Settlement regarding the compensation to the owners of BIPCo by requiring BIPCo 

to report, within 90 days from issuance of this Order, its justification and legal basis for how 

the Company pays its owners and/or management. Also, BIPCo must provide written job 

descriptions for its senior management.  The funding level for management fees that is 

agreed in the Settlement remains the settled amount subject to the Commission determining 

if the amount in the settlement is appropriate. 

 With regard to the electricity being provided free to a retired employee, the 

Commission finds free service should not be provided to a retired employee by the utility 

because such provision of electricity does not fit under the exception in R.I.G.L. § 39-2-5.  

The statute specifically refers to employees, with no mention of retired employees.  The 

exceptions within the provision appear to be referring to a benefit resulting from a 

current, not former, involvement with a utility’s operations.  Mr. Edge testified that the 

retired employee currently has no duties with BIPCo’s operations. 

 Because of the fact that during the hearing, there was testimony that Mr. 

Wagner’s position had not been advertised formally, BIPCo is directed to keep the 

Commission informed on the status of a suitable replacement for its General Manager.  It 

would be unfortunate for the Company and the new General Manager if Mr. Wagner’s 
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replacement is not working on the system prior to Mr. Wagner’s departure.  The loss of 

his institutional knowledge would most likely be detrimental to the efficient operation of 

the utility. 

 In response to concerns raised during the public comment hearing and in an effort to 

eliminate duplicative efforts, Commission Staff will meet with the parties in the IRP 

working group to determine if the group could identify and recommend some metrics to 

monitor outages, reliability and customer service.   

 BIPCo’s capitalization ratio of 83% debt level and 17% equity puts BIPCo in a 

tenuous financial position.  As an investor-owned utility, debt is not the only method of 

raising cash for improvements to the system.  Investor-owned utilities, unlike municipally 

owned utilities, can issue more stock.  The Commission encouraged BIPCo to develop a 

financial plan to increase its equity level, while still maintaining and upgrading its system. 

 The Commission orders BIPCo to identify and explain the one cent surcharge for 

IRP/DSM included in the FAC on the monthly bills during the period that is collected 

from June through September. 

 Finally, the Commission notes that there were several instances during testimony 

where witnesses for the Company either testified that there were no policies in place for 

various situations or that the policies have not been applied equally to all Company 

officials/employee, for example, with regard to vehicle usage and pensions.  This is a 

concern to the Commission which should be addressed in the future. 

 The Commission approves the Stipulation and Settlement with the modification to 

Section 9 of the Settlement noting that neither BIPCo nor the other parties objected to the 

modification.  In accepting the rate design proposal, the Commission notes that it is 



 18

consistent with the Commission’s prior findings “that the Commission’s goal all along 

has been to match the cost of service to the user of the service… [and] that 

philosophically, the Commission should be moving toward bringing the rates close to the 

cost of service.”53 

 Accordingly, it is hereby 
 
 (18364)  ORDERED: 
 

1. Block Island Power Company’s General Rate Filing made on December 

17, 2004 is hereby denied and dismissed. 

2. The Stipulation and Settlement filed on May 9, 2005, is hereby approved 

with the exception to the modification the Commission made to Section 9. 

3. The first clause of the first sentence of Section 9 of the Stipulation of 

Settlement filed on May 9, 2005, is hereby revised as follows:  the 

language “In the next base rate filing,” is stricken and replaced with:  

Within ninety (90) days following the issuance of the Commission’s 

written Order in this docket,. 

4. Block Island Power Company shall cease, as of the effective date of this 

Order, to provide free electricity to retired employee(s) using ratepayer 

funds. 

5. Block Island Power Company’s annual revenues shall be increased by 

$219,047 for a total rate year base revenue requirement of $2,328,304.   

6. The compliance tariffs filed with the Stipulation and Settlement are hereby 

approved for usage on and after June 1, 2005. 
                                                 
53 Docket No. 3546, In Re: Pascoag Utility District General Rate Filing, Order No. 17820 (issued May 5, 
2004), p. 21. 
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7. Block Island Power Company’s authorized return on equity is 10.5%. 

8. Block Island Power Company shall identify and explain the $0.01 

surcharge for IRP/DSM included in the FAC on the monthly bills during 

the period that is collected from June through September 

9. Block Island Power Company shall restrict $210,272 for catalysts  for the 

SCR system, SCR related work, engine maintenance, installations and 

related work. 

10. Block Island Power Company shall comply with all other findings and 

instructions contained in this Report and Order. 

 EFFECTIVE AT WARWICK, RHODE ISLAND ON JUNE 1, 2005 

PURSUANT TO AN OPEN MEETING DECISION ON MAY 26, 2005.  WRITTEN 

ORDER ISSUED SEPTEMBER 13, 2005. 

                PUBLIC UTILITIES COMMISSION 
 
 
      ______________________________ 
      Elia Germani, Chairman 
 
 
      ______________________________ 
      *Robert B. Holbrook, Commissioner 
 

 

* I concur with the decision, but would have disallowed the $1,000 per month pension 
from rates for Mr. Wagner because he does not qualify under the Company’s policy and, 
because there were no contributions to his pension during his service at the Company, 
future ratepayers are paying for a service they are not receiving.  Therefore, I do not 
believe this is an appropriate expense for BIPCo’s ratepayers to bear. 










































































































































