
   

STATE OF RHODE ISLAND  
PUBLIC UTILITIES COMMISSION 

 
IN RE: PASCOAG UTILITIES DISTRICT : 
APPLICATION TO CHANGE ELECTRIC : DOCKET NO. 5134 
BASE DISTRIBUTION RATES   : 

 
REPORT AND ORDER 

 
I. Introduction 

On March 19, 2021, the Pascoag Utilities District (Pascoag) filed with the Public 

Utilities Commission (Commission) a request seeking to implement new rate schedules 

which would take effect on October 1, 2021, designed to collect additional revenue in the 

amount of $379,332, or an increase of 4.72% over test year revenues for a total revenue 

requirement of $3,132,003, excluding purchase power expenses.1  The Commission 

suspended Pascoag’s filing on April 14, 2021.  This was Pascoag’s first base rate case filing 

since 2012, and the second such filing since 2003.   

II. Pascoag’s Filing 

In support of its filing, Pascoag presented prefiled testimony from Michael R. 

Kirkwood, Pascoag’s General Manager/CEO, and David Bebyn, CPA, its consultant.  As 

required by R.I. Gen. Laws § 39-1-27.8, each electric distribution company must submit 

annually a supply procurement plan for approval by the PUC.  Pascoag submits its plan as 

part of its Standard Offer Service Reconciliation each year.   

Mr. Kirkwood’s Testimony 

Mr. Kirkwood provided testimony to discuss the issues and challenges facing Pascoag 

and how he intends to meet them.  He noted that his philosophy is to take advantage of 

technological advances when it is cost effective to do so and when the cost of such becomes 

 
1 All filings in this docket are available at the PUC offices located at 89 Jefferson Boulevard, Warwick, 
Rhode Island or at http://www.ripuc.org/eventsactions/docket/5134page.html.  
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stable and affordable.  He stated that over the past few years, Pascoag has deployed 

Automatic Meter Reading (AMR) meters that it was able to acquire from a company that 

refurbished and retested previously used meters resulting in a significant savings to 

Pascoag.  In addition to significant meter cost savings, installing the AMR meters 

substantially reduced meter reading time and improved billing accuracy by considerably 

reducing the chance of human error. Within the next five years, Pascoag intends to examine 

and test Intelligent Meter Reading (IMR) meters2 which it will eventually transition to 

when they become more stable and cost efficient.3  

Mr. Kirkwood explained that the feeder lines from National Grid were beginning to 

meet their limits during peak conditions.  In response, Pascoag reconfigured the substation 

to allow for greater electrical capacity across these lines during non-contingency 

conditions.  It also installed a 3 MW/9MWh battery storage device that will allow Pascoag 

to maintain delivery even under N-1 emergency conditions during peak load times.  The 

decision to upgrade the substation and install the battery storage device saved Pascoag 

approximately $6 million by avoiding the rebuild of two feeder lines.4  

Mr. Kirkwood expressed that the five-year capital budget process has been effective in 

maintaining reliability, because it has allowed Pascoag to replace aging vehicles which it 

has done with new vehicles with lower emissions.  It also funds computer, meters, 

streetlights, poles, transformers, distribution wire and cable and other items.  He noted that 

Pascoag purchased the AMR meters and its customer information, accounting, and work 

management systems with capital funds.  He described a number of upcoming capital 

projects planned for the next five years to include 1) substation enhancements and 

 
2 IMR or Intelligent meters are synonymous with Advanced Metering Infrastructure (AMI) meters. 
3 Kirkwood Test. at 1-2 (Mar. 19, 2021). 
4 Id. at 3. 
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maintenance, 2) IT system reliability upgrades, 3) a study or pilot to examine migration 

from the AMR meters to real time based IMR meter technology, and 4) fleet replacements.  

Mr. Kirkwood stated that he expects Pascoag’s capital funding to remain the same and that 

the current $306,200 annual funding amount should be sufficient to allow continuation of 

its programs that have been successful in past years.5 

Noting that during Pascoag’s last rate case it had concerns about losing its largest 

customer, Daniele Prosciutto Inc. (DPI), due to the construction of a new facility located 

outside of Pascoag’s service territory, Mr. Kirkwood reported that increased sales appear 

to have necessitated the continued operation of the existing DPI facility for the foreseeable 

future.  He stated although DPI’s load and contribution to Pascoag’s revenues have 

decreased over the past few years, DPI is still Pascoag’s largest customer that it has worked 

with and will continue to work with to make its facilities more efficient.6    

Addressing the proposed changes to the commercial and industrial (C&I) class, Mr. 

Kirkwood explained how some of Pascoag’s small commercial customers were being 

charged disproportionately.  He stated that this was because while they have a high peak 

kW, they have lower usage kWh.  Because C&I customers are charged from a $/kW 

demand component, these customers are being disproportionately charged.  Mr. Kirkwood 

provided that Pascoag is proposing three revisions creating new C&I classes that will more 

fairly allocate costs across the various businesses in the C&I customer base.  The first class 

would be a Small Commercial B for customers under 15 kW which would have a 

distribution cost component based solely on $/kWh.  The second class would be a General 

Service Class for customers over 15 kW but under 200 kW which would have a distribution 

 
5 Id. at 4-5. 
6 Id. at 5-6. 
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cost component based on 50% $/kWh and 50% $/kW.  The final class would be a General 

Service Class for customers over 200 kW which would have a distribution cost component 

based solely on $/kW.  He noted that these classes would be explained fully by Mr. Bebyn.7 

Discussing the proposed changes to Pascoag’s net metering policy, Mr. Kirkwood 

stated they were necessary because the policy is not operating as intended.  He explained 

that currently one meter is used and any generation provided by the customer is netted first 

against the customer’s actual usage.  He noted that this is inconsistent with the current 

policy that intends for customer generation to be credited for Last Resort (formerly known 

as Standard Offer Service) for what is being generated without first netting that generation 

against the customer’s load.  In order for Pascoag to ascertain the actual customer load, it 

needs to set up a two-meter system for future net metering customers which will allow it 

to determine full customer load and full generation of the approved system.  Currently 

seven customers are operating with one meter, Pascoag proposed allowing these customers 

to continue with one meter.8 

Mr. Bebyn’s Testimony 

Mr. Bebyn filed testimony to present the test year, rate year, proposed rate design, and 

ratepayer impacts.  He noted that Pascoag’s needed increase is due to expenditures and 

funding of reserves exceeding current revenues and new Division approved debt to cover 

eligible energy efficiency projects.  He provided that Pascoag was requesting an additional 

$379,332 in revenue for a total revenue requirement of $3,132,003, which is 4.72% over 

the test year revenue including power costs and 13.78% over the adjusted rate year revenue 

excluding purchase power costs at current rates.9 

 
7 Id. at 6-7. 
8 Id. at 7-8. 
9 Bebyn Test. at 1-2 (Mar. 19, 2021). 
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Mr. Bebyn used July 1, 2019 to June 30, 2020 as the test year and made a number of 

adjustments to normalize it.  He noted that most of Pascoag’s revenue is pass-through that 

it receives for purchase power expense, which is eliminated from the revenue requirement 

because it is collected at the end of the year through a reconciliation proceeding before the 

Commission.  He identified the distribution and demand service charge as Pascoag’s 

second largest source of revenue that includes kWh distribution charges for its residential 

and commercial customers as well as kW demand charges for its industrial customers.  The 

third source of revenue he discussed was the revenue Pascoag receives from customer 

charge which he stated had grown so minimally since the last rate case that he made no 

adjustment.  Finally, he noted other revenues such as public street lighting, private street 

lighting, and power factor which were left at test year levels.  He projected rate year 

revenue at current rates to be $2,752,671 which does not include pass through revenue.10 

Like he did with revenue, Mr. Bebyn eliminated the purchase power pass-through 

expense when calculating expense balances.  Regarding payroll expense, he increased 

salaries by 3-4% in the interim year and then again for anticipated salary increases during 

the rate year.  He provided that the number of current employees is sufficient for operations 

during the rate year.  Mr. Bebyn stated that he averaged a number of expense accounts that 

had no specific trend in increases or decreases over a five-year period.  These accounts 

reduced expenses.  He left certain accounts at test year levels, because they were small 

accounts and in order to save rate case time and expense.  He increased the custodial 

expense account to reflect an increase in additional time required to clean and in cleaning 

products needed because of COVID.11 

 
10 Id. at 3-8. 
11 Id. at 9-11. 
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Continuing to discuss expense adjustments, Mr. Bebyn noted the reduction made to 

account for Pascoag’s water division employees.  He increased legal services expense by 

using a three-year average and reflected the costs of a new three-year contract for auditing 

services.  Because Pascoag implemented additional cybersecurity, Mr. Bebyn increased the 

Outside services-computer/IT account.  He amortized the $86,000 rate case expense which 

includes the cost of the Division’s consultants, legal fees, legal notices, printing expense, 

and his charges over the course of three years. He increased the Good Neighbor Energy 

Fund account to reflect costs associated with Pascoag hosting the event in 2021 and 

increased property insurance expense by 5% allocating 80% of that increase to the electric 

division and the remaining 20% to the water division.12 

 Regarding the employee benefit expense accounts, Mr. Bebyn made an adjustment to 

increase health and dental insurance noting that employees pay 20% toward their health 

insurance coverage.  He reduced the schools and seminar expense and reflected the cost of 

health care expense provided to Board members who receive a $3,000 stipend with only 

one Board member remaining still eligible to participate in Pascoag’s healthcare plan.  This 

cost was also allocated between the electric and water divisions.  Mr. Bebyn increased the 

Defined Benefit Plan expense using payroll and salary figure to reflect Pascoag’s 10% 

contribution to this Plan.13 

Mr. Bebyn made no changes to future capital improvement or Storm Contingency 

funds.  He increased social security and Medicare payroll taxes.  He stated that Pascoag 

needs $113,600 to cover principal and interest costs from a Division-approved subsidized 

 
12 Id. at 12-14. 
13 Id. at 14-16. 
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loan from the Rhode Island Infrastructure Bank.  In addition to this, it needs an additional 

$28,400 to maintain 125% coverage required by the bond indentures.14 

Mr. Bebyn also addressed Pascoag’s proposed rate design.  He noted that after the last 

rate case, costs were allocated only at a peak kWh allocation.  He stated that costs for 

residential and commercial customers were divided by kWh sales to determine the rate 

while large commercial and industrial customers used kW demand to determine their rate 

and used a demand ratchet.  He noted that many of the smaller demand users who barely 

triggered the 15 kW floor for a few months per year over contributed.  To resolve this, 

Pascoag proposed a seasonal rate.15 

Mr. Bebyn proposed five changes to Pascoag’s rate design.  The first change related to 

how the demand/distribution costs were allocated between classes.  He proposed using kW 

demand by customer class for the month when Pascoag experiences its peak.  He reasoned 

that this will reflect the true impact on the system demand from the class causing those 

demands.  The second change he proposed was to make some customer class changes.  The 

proposed classes are Residential, Commercial, General Services <200kW, General 

Services > 200kW, and Municipal Low Capacity Factor Rate.  His rationale for separating 

the large C&I customers into two groups was because the smaller commercial accounts 

using 16kW were being charged the same rate as the larger commercial accounts using 

more than 200kW and being charged for all of its distribution cost by a demand ratchet.  

He explained that the demand ratchet sets each month at the highest demand for the 

following eleven months unless a higher kW of demand is recorded.16 

 
14 Id. at 16-17. 
15 Id. at 18. 
16 Id. at 18-20. 
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The next change Mr. Bebyn proposed was to change the structure of charges for small 

demand ratepayers.  He stated that currently all demand ratepayers are charged with a kW 

demand rate and a demand ratchet.  Pascoag proposed that the General Service Demand < 

200kW class have a kWh and ratchet kW component which will better align that classes’ 

rates with usage.  He proposed that the General Service Demand > 200kW continue with 

only a kW demand ratchet expressing concern that a change would create revenue 

instability due to the larger fluctuations in demand this group experiences.17 

Mr. Bebyn’s fourth change proposed eliminating seasonal rates and classifying 

customers in that group to the General Services Demand < 200kW that has both a kWh and 

ratchet kW component where the kWh will counterbalance the negative impact of having 

only a kW demand ratchet.  Finally, he proposed that the Municipal Low Capacity Factor 

Rate have its own calculated rate that has a kWh and ratchet kW component.  Mr. Bebyn 

described how he calculated and allocated the rates for the various classes.  He also 

provided a list of the proposed updates to Pascoag’s Terms and Conditions.  The impact of 

the proposed rates on a typical residential customer using 500 kW per month is a 5.13% 

increase which equates to approximately $4 per month.18 

III. The Settlement Agreement 

On November 4, 2021, the Division of Public Utilities and Carriers (Division) filed a 

Settlement Agreement that reflected what the parties believed to be just and reasonable and 

in the public interest.  The Settlement Agreement is attached as Appendix A.  The Division 

represented that the terms of the Settlement Agreement state the position that it would have 

put forward had the Division filed direct testimony in the matter.  The Settlement 

 
17 Id. at 20-21. 
18 Id. at 21-25. 
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Agreement provided for a reduction to the increase in distribution revenues initially sought 

by Pascoag from $379,332 to $340,484, a decrease of $38,848.  The parties agreed to an 

increase of 4.24% over total rate year revenues.  Discussed specifically in the Settlement 

Agreement was the parties’ agreement to reduce Pascoag’s request of $20,000 for Storm 

Contingency Adjustments to $12,000.  The parties agreed that the Storm Contingency shall 

continue to remain as a stand-alone restricted account to be utilized only when the total 

incremental storm costs from a weather event exceed $4,000, subject to a $2,500 

deductible, and shall only be used to pay for incremental storm costs.  Should funds be 

used from the account, Pascoag shall notify the Division and the Commission within sixty 

days of the storm event causing the need to expend funds and provide an explanation of 

the event and a detailed accounting of what was charged.   

In addition to a number of line-item adjustments that the parties agreed to, the 

Settlement Agreement specified that on a going forward basis, tree trimming functions 

would be outsourced.  In order to resolve issues with Pascoag’s net metering policy and 

how it was crediting customers, the parties agreed that by September 30, 2022, Pascoag 

shall install a two-meter net metering system that can independently record its existing net-

metering customers’ generation and usage.  Also, all new customers participating in 

Pascoag’s net metering program after January 1, 2022 will be required to install a two-

meter net metering system at the customer’s expense.  Pascoag provided a revised net 

metering tariff outlining these details and included $1,100 in “Other Revenue” to reflect 

the impact of crediting customers the retail rate verses the blended rate as it had in the past 

due to its use of bi-directional meters.  The Settlement Agreement provided that the debt 

service allowance of $113,600 will be restricted for the purpose of making payments on 

Pascoag’s Rhode Island Infrastructure Bank loan.  Regarding rate design, the parties agreed 
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to employ gradualism in overall rate design.  The specific terms are set forth in JS-17 which 

is attached to the Settlement Agreement. 

IV. Hearing 

On November 16, 2021, the Commission commenced a public comment and 

evidentiary hearing.  No public comment was offered.  During the evidentiary hearing, the 

Commission questioned Pascoag about its load.  Mr. Kirkwood testified that there is still 

some uncertainty about Danielle Prosciutto International’s (DPI) intentions to remain in its 

service territory but that the uncertainty is far less than in the past.  He noted that DPI has 

made some capital improvements on their facilities, and while their load has diminished, it 

has stabilized.  He indicated that he has less concern now than he did previously.  He 

represented that Pascoag’s overall load has remained flat and that he expects it to remain 

that way for the foreseeable future.  Mr. Kirkwood explained Pascoag’s rationale for 

outsourcing tree trimming noting that although Pascoag won’t get 52 weeks a year of tree 

trimming, it will get very effective tree trimming with a contractor that Pascoag has 

experience with and that is more effective than the internal crew.19  

Mr. Kirkwood testified that Pascoag intends to install new meters by the end of 

September 2022 for seven net metering customers who are currently being over-credited.  

He explained that new customers as of January 1, 2022 would be required to install a two-

meter system at their own cost even though Pascoag’s seven existing customers would have 

their meters replaced at no costs.  He justified this by stating that Pascoag was assuming 

responsibility for not fully understanding how the current meters were reading the solar 

generation versus the load on the houses.  He expressed that Pascoag needs time to ensure 

that replacement meters are installed in the correct format and consistent with the tariff, 

 
19 Hr’g Tr. at 18-25. 
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and that is the reason for the time difference between the new and existing net metering 

customer requirements.  He noted that between engineering and ordering the new 

replacement meters for existing customers, especially now with supply chain issues, it will 

take time to accomplish the change to their existing systems and again stressed that he 

wants to make sure it is done right.20 

Mr. Bebyn responded to questions regarding rate design.  He explained the large 

increase in the non-LED street lighting class as Pascoag’s attempt to encourage more 

customers to switch to LED lighting where that customer would experience a decrease in 

its rates.  Mr. Kirkwood discussed Pascoag’s capital plan and explained that it had begun 

to study the implementation of advance metering infrastructure (AMI) and how Pascoag 

was considering moving toward this technology.  He testified that he attempts to keep up 

with changes in the industry and how he does not have instantaneous access to hourly data 

that would show him what each of the system’s components, meters or transformers are 

registering.  He stated that having this type of information provided by AMI would allow 

Pascoag to engage in more customer management on disconnects, reconnects, and outage 

management which he sees as the biggest benefit to an upgrade.  He noted that since there 

are many different AMI technologies, Pascoag must first determine which technology 

would work best for its system and evaluate the cost.  When asked if he planned to request 

Commission pre-approval for the project, he indicated that he had not, although if the costs 

exceeded what was allocated in Pascoag’s capital budget, it would request some type of 

rate treatment.21   

 
20 Id. at 27-32. 
21 Id. at 27, 33-45. 
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Mr. Kirkwood specified that in addition to being a regulated utility, Pascoag is under 

the jurisdiction of a Board that is elected by its customers which helps dictate the direction 

in which it proceeds.  He stressed that his interest is making sure that the Commission is 

informed of what Pascoag is doing and is doing the right thing by its customers and good 

regulatory principles.  His goal is to get the right functionality for the most efficient price.  

He stated that he wanted a system that provides robust functionality for future planning.22 

Mr. Bebyn responded to questions regarding Pascoag’s future capital spending.  He 

explained that having a balance at the end of the year allows Pascoag the ability to 

commence a project the following year without waiting a full year to accumulate funds for 

the project.  He noted that the balance also provides Pascoag with a cushion for 

unanticipated expenses.  Mr. Kirkwood interjected that the fund also provides a cushion 

for emergency situations.23  

Joel Munoz testified on behalf of the Division and in support of the Settlement 

Agreement.  He testified that the Division found the funding level for Pascoag’s capital 

spending to be reasonable.  With regard to Pascoag’s plans for AMI, Mr. Munoz stated that 

the Division wants to be included in conversations with Pascoag and wants to make sure 

that ratepayers are notified as well.24  

DECISION 

At an Open Meeting held on December 6, 2021, the PUC denied and dismissed 

Pascoag’s General Rate Filing made on March 19, 2021 and unanimously voted to 

approve the Settlement Agreement filed by Pascoag and the Division on November 4, 

2021.  The rates set forth in the Settlement Agreement are approved for usage on and 

 
22 Id. at 46-48. 
23 Id. at 48-53. 
24 Id. at 53-55. 
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after January 1, 2022.  The Commission also approved Pascoag’s Net Metering tariff, 

RIPUC No. 902.  The Commission is satisfied that the Settlement Agreement between 

Pascoag and the Division is fair to and in the best interest of ratepayers and Pascoag.   

The Commission also asked and, Pascoag agreed, to provide status reports on its 

study and plans for future implementation of AMI and to include in the status reports 

why replacement of the meters is needed in the time frame proposed.  Although no 

schedule for the status reports was set, the Commission directed Pascoag to keep the 

Commission informed about its intentions and file formal updates when Pascoag has new 

information that is impacting its evaluation of the technology or is considering a material 

change in its approach. While the Commission made no decision regarding pre-approval, 

Pascoag should make timely updates which would provide the Commission with enough 

information to determine whether a pre-approval is warranted before Pascoag makes any 

material financial commitments.    

ACCORDINGLY, it is hereby 

(24315) ORDERED: 

1. Pascoag Utility District’s General Rate Filing made on March 19, 2021 is 

denied and dismissed. 

2. The Settlement Agreement filed by Pascoag Utility District and the Division of 

Public Utilities and Carriers on November 4, 2021 is approved for usage on and 

after January 1, 2022. 

3. Pascoag Utility District’s Net Metering tariff (RIPUC No. 902) is approved. 
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EFFECTIVE AT WARWICK, RHODE ISLAND ON DECEMBER 6, 2021 

PURSUANT TO AN OPEN MEETING DECISION ON DECEMBER 6, 2021.  

WRITTEN ORDER ISSUED ON JANUARY 21, 2022. 

      PUBLIC UTILITIES COMMISSION 

 
       

      Ronald T. Gerwatowski, Chairman  
      

       
      ______________________________ 
      Abigail Anthony, Commissioner 
 
 

       
      ______________________________ 
      John C. Revens, Jr., Commissioner 
 

 

NOTICE OF RIGHT OF APPEAL: Pursuant to R.I. Gen. Laws §39-5-1, any person 
aggrieved by a decision or order of the PUC may, within seven days from the date of the 
order, petition the Supreme Court for a Writ of Certiorari to review the legality and 
reasonableness of the decision or order.  

 



STATE OF RHODE ISLAND 

PUBLIC UTILITIES COMMISSION 

) 
IN RE: P ASCOAG UTILITY DISTRICT ) 

APPLICATION TO CHANGE ) 
RATES ) 

) 

DOCKET NO. 5134 

SETTLEMENT AGREEMENT 

I. INTRODUCTION

This Settlement Agreement is entered into by and between Pascoag Utility District-Electric 

Department ("PUD" or "Pascoag") and the Division of Public Utilities and Carriers ("Divisio.n"), 

referred to collectively as the "Pmties", in order to resolve the issues pending in the above­

captioned proceeding. The Parties jointly request the Rhode Island Public Utilities Commission 

("Commission")' s approval of this Settlement Agreement. 

II. RECITALS

. 1. On March 19; 2021 the PUD filed with the Commission a Filing for Rate Change 

pursuant to R.I.G.L. §39-3-11. 

2. In its filing, the PUD requested approval of new rates designed to collect additional

revenues in the amount of $379,332 or 4.72% over total test-year revenues· including

pass through items of Last Resort Service and transmission revenues.

3. The filed adjusted test year total revenues were $8,038,936.

4. Adjusting out the pass�through ievenue items totaling $5,286,265 resulted in test-year

revenues of $2,752,671.

5. The filed demand/distribution revenue was kept at test-year levels.
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