
STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
PUBLIC UTILITIES COMMISSION 

 
IN RE: BLOCK ISLAND UTILITY DISTRICT  : 
RATE CHANGE APPLICATION   :   DOCKET NO. 4975 
 

REPORT AND ORDER 
 

I. Background 

On September 30, 2019, Block Island Utility District d/b/a Block Island Power Company 

(BIUD) filed with the Public Utilities Commission (PUC or Commission) an application for new 

rates designed to collect total revenues of $3,291,336.1  Included in BIUD’s request was funding 

for demand side management/energy efficiency activities in the amount of $120,000.2   In its 

application, BIUD sought no revenue increase over the test year revenues but proposed rate design 

changes.  The test year used in this case was calendar year ending December 31, 2018, while the 

rate year was calendar year ending December 31, 2020.  The proposed effective date of the tariff 

change was October 31, 2019.  On October 18, 2019, the Commission suspended the effective date 

pending its investigation.3   

On April 13, 2020, BIUD filed a settlement entered into with the Division of Public 

Utilities and Carriers (Division) on April 10, 2020.4  The Division accepted BIUD’s overall 

revenue requirement and rate design proposals but made adjustments to certain expense categories 

and included reporting requirements on certain new expense accounts.  Pursuant to R.I. Gen. Laws 

§§ 39-2-1.2 and 42-64-13.2, the Settlement also provided for additional funding to be transferred 

to Commerce RI’s Renewable Energy Fund to support  renewable energy projects in Rhode Island.  

 
1 Rate Application including testimony and required attachments; 
http://www.ripuc.ri.gov/eventsactions/docket/4975-BIUD-RateFiling_09-30-19.pdf. 
2 The $120,000 included $60,000 from rates captioned energy efficiency charge, and $60,000 from a grant from the 
Office of Energy Resources. 
3 PUC Minutes (Oct. 18, 2020); 
http://www.ripuc.ri.gov/eventsactions/minutes/Minutes%20October%2018,%202019.pdf. 
4 A copy of the Settlement is attached hereto and marked as Appendix A. 
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Following an evidentiary hearing held on May 5, 2020 to consider the Settlement, the PUC 

approved the proposed revenue requirement and rate design changes at an Open Meeting held on 

May 26, 2020.5 

II. Revenue Requirement 

 This case represents BIUD’s first rate filing since its transition from an investor-owned 

utility to a non-profit entity.6  David Bebyn, BIUD’s consultant explained that BIUD’s ability to 

file a revenue neutral case arose in part because of savings related to avoided taxes, depreciation 

expense, and dividends.  BIUD  also realized savings related to its diesel generating units because 

of the interconnection with the mainland.7  However, because the utility now has no shareholders 

to turn to in the event of a fluctuation of expenses or revenues, BIUD requested a new 3.0% 

Operations and Maintenance (O&M) reserve.  The Settlement established a Net Operating Reserve 

set at 1.5% of total revenue.8 

The settlement reflected a number of agreed-upon adjustments, including; 1) a downward 

adjustment to the PUC assessment; 2) adjustment to the interest and principal on a National Rural 

Utilities Cooperative Finance Corporation (CFC) loan as a result of updated information provided 

by BIUD; and, 3) increasing the balance in a new voltage conversion capital fund initially proposed 

by BIUD. The settlement also accepted  the establishment of two new pay-as-you-go capital 

improvement accounts  proposed by BIUD to avoid acquiring additional debt.   

 
5 The PUC also held two public hearings to accept public comment.  The one held on January 9, 2020 was 
conducted on Block Island at the Town of New Shoreham Town Council Chambers.  Several members of the public 
spoke in support of BIUD’s new structure, management, and in favor of the rate filing.  One member of the public 
provided testimony criticizing certain aspects of the filing including the lack of a net metering rate.  One of BIUD’s 
Board Members attended the public hearing conducted via web conferencing on April 30, 2020.  No other members 
of the public attended. 
6 R.I. Gen. Laws § 45-67-4 established BIUD as a quasi-municipal corporation, having a distinct legal existence 
from the State of Rhode Island. 
7 Bebyn Test. at 5, 21-22. 
8 Settlement at 4; Settlement Schedule RCS-4. 
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In his prefiled testimony, BIUD’s president Jeffrey Wright explained that the voltage 

conversion fund was designed to cover future costs associated with a voltage conversion of the 

distribution system using current revenues in lieu of debt. Mr. Wright indicated that a voltage 

conversion was needed to address two distribution circuits operating at capacity during peak 

periods.  He stated that “a substation and sequenced voltage conversion could solve any immediate 

and long-term capacity limitations.”9  Funding an engineering study is the first step .  Similarly, 

the capital improvement accounts would fund equipment and capitalized expenditures.10    The 

construction for this project was expected to commence within twenty-four months, but not until 

after the rate year, so funding was not included in the instant rate filing.  Mr. Wright indicated that 

BIUD has also been engaged in a pole replacement program.   

As noted above, the Settlement accepted the proposed funding approach.  At the hearing, 

the PUC questioned whether the use of current revenues to pay for capital investment in lieu of 

debt was contrary to the concept of intergenerational equity.  Intergenerational equity is the notion 

that customers should contribute to a capital project in proportion to their benefit from it over 

time.11  In response to these questions related to the voltage conversion project and pole 

replacement initative, Mr. Wright stated that he would typically agree that it would make more 

sense to fund these projects through debt service.  However, as explained below, he believed that 

use of current revenues would benefit ratepayers more in the long term.  Mr. Bebyn agreed that 

the pay-as-you-go approach for capital investments with long useful lives may not be entirely 

 
9 Wright Test. at 17. 
10 Bebyn Test. at 24; Wright Test. at 16-18. 
11 Intergenerational Equity is a foundational principle of utility regulation that theorizes that the period for cost 
recovery of an investment should correspond to the time it is actually in use.  According to this “matching 
principle,” customers who “use” an asset should pay for that asset at the time it is used.  When the temporal match 
between cost recovery and use is in question, maintaining intergenerational equity can become a utility ratemaking 
issue.  Concentric Energy Advisors, Thoughts on Intergenerational Equity in Utility Ratemaking; 
https://ceadvisors.com/thoughts-intergenerational-equity-utility-
ratemaking/#:~:text=Intergenerational%20Equity%20is%20a%20foundational,the%20time%20it%20is%20used. 
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consistent with principles of intergenerational equity. Mr. Bebyn explained that CFC scores 

investor-owned and not-for-profit utilities on a Generally Accepted Accounting Principles 

(GAAP) basis (rather than based on cash). This means that CFC considers BIUD’s debt to equity 

ratio when setting borrowing rates and Mr. Wright explained that using current revenues for capital 

investments will build BIUD’s equity share in its system and lead to more favorable borrowing 

rates in the future.  12  Therefore, both witnesses concluded that this short-term approach will likely 

produce better results for ratepayers over time as capital projects can be funded with debt at a 

lower cost, paid for over time, matching the timing of the costs with those benefiting from the 

investment.13 

To better track the funds in these new accounts, the settling parties agreed that not later 

than ninety days after the end of each fiscal year BIUD must file reports with the Commission and 

Division showing all receipts and expenditures during the year, including cash balances, and a 

spending plan for each of the following accounts: (1) Capital Fund – Capitalized Expenditures; (2) 

Voltage Conversion Fund Expenditures; and (3) Energy Efficiency.14  Debt service expenditures 

shall be reported in the Annual Reports and in BIUD’s next rate case.  Within ninety days following 

each fiscal year, BIUD is also required to file a report showing how BIUD’s actual debt service 

expenditures compared with the debt service expenditures allowed in the instant revenue 

requirement.15 

On these last items, the PUC issued data requests to determine how the funds would be 

used, the anticipated schedule of investment and spending, and whether the funds should be in a 

restricted account.  In response, BIUD provided additional information on the voltage conversion 

 
12 Hr’g Tr. at 61-67. 
13 Hr’g. Tr. at 61-67, 74. 
14 Settlement at 5. 
15 Id. at 6. 
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project, including a projected construction and spending timeline.16  BIUD suggested that 

restricting these accounts was unnecessary because of the reporting requirements.  BIUD also 

indicated that having the accounts unrestricted would better allow the utility to manage its cash 

flow.17 

The Settlement also addressed the disposition of an over-collection that had accrued to the 

engine maintenance reserve account.  Since 2017, the frequency of necessary engine maintenance 

has lessened because BIUD purchases power over the transmission line from the mainland. There 

has been an accumulation of funds in that account.  The parties agreed to apply the funds to the 

tank replacement project.  The parties indicated that the transfer would be appropriate and in the 

best interest of customers because the diesel storage tank is an integral part of generation services.  

Finally, the parties agreed that the Distribution System Improvement Fund will sunset after three 

years (October 2022 billing), or in the rate year of BIUD’s next general rate filing, whichever 

comes sooner. 

III. Rate Design Changes 

BIUD proposed rate design changes and provided supporting analysis conducted by its 

consultant Richard LaCapra. All of these rate design changes were incorporated into the 

Settlement.  Mr. Wright explained the changes. First, instead of two rate periods differentiating 

between summer (June, July, and August) and non-summer months, BIUD proposed four rate 

periods.  The first period included the months of May and June.  The second period included the 

months of  July and August.  The third period included the months of September and October. The 

fourth period includes the months of November through April.18  BIUD also eliminated the public 

 
16 BIUD’s Response to PUC 2-1. 
17 BIUD’s Response to PUC 1-2. 
18 Wright Test. at 9. 
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rate class because of the minimal rate differential between the classes.  Mr. LaCapra explained that 

this historical rate distinction has been largely eliminated across the industry as rate classes have 

become more defined by cost and load.19   

BIUD also proposed  to eliminate the demand charge for residential customers and to revise 

it for large users.20  Under the old rate structure, residential customers whose usage exceeded 8 

kW would be moved from the residential tariff to the general service tariff and pay a demand 

charge for each month of the year.  Under the proposed rate structure, there would be one 

residential tariff.  Residential customers would no longer be transferred to the general service tariff 

and assessed a demand charge.21 Users on the general service tariff would still be assessed a 

demand charge.  The design of the demand charge was changed so that the fixed charge per kW 

would no longer change based on the time of year.  Instead, the amount of the demand charge was 

reduced, it will be the same for each month of the year, and it will be calculated based on the 

customer’s highest metered kWh demand in the months of July and August.  The demand charge 

would be recalculated in the following July or August.  At the hearing held on May 5, 2020, Mr. 

LaCapra explained that this new design reflects the fact that BIUD’s long-term marginal costs are 

incurred in the July-August timeframe.  Also, this new design better reflects the way ISO-NE bills 

BIUD: the single highest peak sets the charge for the year.22 

Residential and commercial customers are still subject to the system charge when their 

usage in any month for the period June through September is twice the kWh usage average over 

the eight winter months.  The system charge is a proxy for a demand charge but, unlike the demand 

charge, it is only charged during the four months of June through September rather than all year.  

 
19 LaCapra Test. at 12-13. 
20 Wright Test. at 10-11. 
21 Id. 
22 Hr’g. Tr. at 31-32 (May 5, 2020). 
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The system charge increased slightly for residential customers and decreased more significantly 

for commercial customers.  At the hearing, Mr. LaCapra explained that while he was reviewing 

various expenses for this case, he found no cost justification for the differential.23  The system 

charge follows cost causation principles where the electric system is designed to meet the higher 

summer load. 

Finally, BIUD proposed to collect $60,000 through an energy efficiency charge that differs 

based on the time of year.  The proposal was to set the rate at $0.00395/kWh for usage during 

May, June, September, and October.  The July and August rate would be $0.01/kWh.  There would 

be no charge during the remaining months.24  In addition to accepting the overall revenue 

requirement and rate design proposed by BIUD, the Settlement also provided for an additional 

renewable energy fund charge of 0.3 mills/kWh.25 

IV. Commission Findings 

At an Open Meeting held on May 26, 2020, the PUC considered the Settlement and the 

remainder of the record, including discovery responses and hearing testimony.  The PUC approved 

the Settlement, finding it to provide an appropriate balance between the utility and its ratepayers.  

The application had overwhelming support from the BIUD customers who attended and spoke at 

the public comment hearing held on Block Island.  The Settlement includes additional customer 

protections in the form of new reporting requirements.  It appears BIUD has commenced a plan to 

modernize the electric system to meet growing demand and provide greater reliability than in the 

past.  In addition, BIUD will be funding a new demand side management plan funded in part 

 
23 Hr’g. Tr. at 33-34; Proposed tariffs. 
24 On the day following the hearing in this matter, BIUD’s witnesses opined that the rate design proposal related to 
energy efficiency was reasonable because the overall goal of the Demand Side Management plan was to reduce the 
summer usage.  Docket No. 5013 Hr’g. Tr. at 47-52 (May 6, 2020). 
25 Settlement at 5. 



8 
 

through rates approved in this Order.26  In the past, electric rate cases on the island have been 

highly contentious due, in part, to the relationship between the utility, the Town of New Shoreham, 

and the general body of customers.  This case had little of that.  The PUC is hopeful that the 

transition to a non-profit together with the new governance and management structure will 

continue to improve relations between the utility and its customers. 

  

 
26 The Demand Side Management Plan was filed separately and was approved on May 26, 2020; Order No. 23863 
(July 8, 2020); http://www.ripuc.ri.gov/eventsactions/docket/5013-BIUD-Ord23863%20(7-8-20).pdf.  The plan can 
be accessed on the PUC website at: http://www.ripuc.ri.gov/eventsactions/docket/5013page.html. 
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Accordingly, it is hereby, 

(23873) ORDERED: 

1. The Settlement entered into between Block Island Utility District and the Division of 

Public Utilities and Carriers, executed on April 10, 2020, is hereby approved for effect 

June 1, 2020. 

EFFECTIVE AT WARWICK, RHODE ISLAND ON JUNE 1, 2020 PURSUANT TO 

AN OPEN MEETING DECISION ON MAY 26, 2020.  WRITTEN ORDER ISSUED ON 

AUGUST 4, 2020. 

      PUBLIC UTILITIES COMMISSION 
 
 
 
            

       *Margaret E. Curran, Chairperson 
 

       
             
       Marion S. Gold, Commissioner 
 

        
             
       Abigail Anthony, Commissioner 
 
 
*Chairperson Curran concurred with the decision but is unavailable for signature. 
 
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 (7) 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. 
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
BEFORE THE PUBLIC UTILITIES COMMISSION 

IN RE:  BLOCK ISLAND UTILITY DISTRICT : DOCKET No.: 4975 
  d/b/a BLOCK ISLAND POWER COMPANY : 

STIPULATION AND SETTLEMENT 

Block Island Utility District d/b/a Block Island Power Company (“BIUD”, “BIPCo” or 

“Company”), and the Division of Public Utilities and Carriers (“Division”), hereby agree to this 

stipulation and settlement (“Agreement” or “Settlement Agreement”) which constitutes a 

settlement of all issues in this docket. 

On September 30, 2019, BIUD filed with the Commission a revenue neutral rate filing 

seeking no revenue requirement increase (with total rate year revenues of $3,291,336) and the 

following requested rate design changes: 

1. Change the current two-tiered seasonal rate structure to a three-tiered seasonal rate

structure, with the highest “peak” rates in July and August, the next highest

“shoulder” rates in May, June, September and October, and the lowest “off-peak”

rates in the remaining months;

2. Eliminate the residential demand rate;

3. Eliminate the public authority rate classes;

4. Change the demand rate for large users so that it will be based on the user’s highest

demand during July and August; and

5. Add an energy efficiency surcharge of 1 cent per kWh in July and August and 0.395

cent per kWh for May, June, September and October.

APPENDIX A
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Under the proposed rates, most monthly bills would be higher than current bills in May, 

July, August and October, but would be lower than current bills in all other months.  For a year, 

the impact on an average residential customer would be an annual decrease in the bill of $0.49 

per year, or -0.1%. 

In response to BIUD’s filing, the Division conducted an investigation of BIUD’s requests 

through extensive discovery methods by aid of its staff and outside consultants.  Based upon its 

investigation and findings, the Division filed its direct case with the Commission and 

recommended that BIPCo’s revenues be set at $3,291,336, as requested by BIUD.  The Division 

also recommended approval of BIUD’s proposed rate design changes.   

After due consideration of the testimony, exhibits, and other documents included in the 

filings by BIUD and the Division, the Parties have agreed to a comprehensive settlement in this 

case which resolves all issues in this proceeding. 

This Settlement Agreement is as follows: 

Section 1: BIPCo’s revenue requirement is settled at $3,291,336.  The following supporting 

and explanatory schedules are attached hereto and incorporated by reference 

herein:   

Schedule 
Number 

Description No. of 
Pages 

RCS-1 Summary of Revenues and Expenses at Present and Proposed Rates 5 
RCS-2 Summary of Adjustments 1 
RCS-3 RI PUC Assessment 1 
RCS-4 Operating Reserve 1 
RCS-5 Interest and Principal on CFC Loan 1 
RCS-6 Voltage Conversion Capital Fund 1 
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Section 2: The following agreed tariffs are attached hereto and incorporated by reference 

herein:  Residential Service Rate R (2 pages), Commercial Rate C (2 pages), 

General Service Rate GS (2 pages), Street Lighting Service Rate S (1 page), 

Waiver of Credit Card/Debit Card/E-Check Payment Provision (1 page), Standard 

Offer & Transmission Cost Rates (1 page), Standard Offer Rate Rider Rate SOR 

(1 page), Transmission Cost Rider Rate TMC (2 pages), Fuel Adjustment Clause 

Rider Rate FAC (2 pages), and Terms and Conditions (11 pages). 

Section 3: BIUD did not apply the account 254.004, SCR & Engine Maint Reserve liability 

balance of $380,714.63 in its application. 

This account was overspent almost $150,000 before the major fire which 

destroyed one engine and significantly damaged two others during the summer of 

2016.  Also, in the spring of 2017, the Company began to draw power from the 

undersea cable from the mainland.  As a result, BIUD only needs to run its 

engines for backup purposes and to exercise them.  Because there has been a 

reduced need for engine maintenance work, this account now has an accumulated 

reserve.   

However, BIUD had to perform a major tank replacement project during 2018 to 

meet environmental compliance issues.  BIUD would have needed a borrowing to 

complete this task, which was completed by December 2018, but had cash flow 

available to do the work as the result of this reserve. 
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The Parties agree that the tank replacement project, which is a generation asset 

like the engines, is in the best interest of the ratepayers.  The Parties therefore 

agree that the liability balance will be applied against the 342.011 Fuel System 

account where the $548,645 tank replacement project resides. 

Section 4: As shown in the attached schedules, adjustments have been agreed to by the 

Parties for the following items: 

 RI PUC Assessment ($20,734 to be used – RCS-3)

 Operating Reserve (1.5% to be used – RCS-4)

 Interest and Principal on CFC Loan ($315,035 to be used – RCS-5)

 Voltage Conversion Capital Fund ($96,184 to be used – RCS-6). The

adjustments to this account were the result of the net adjustments to the

previous items listed above.

As a result, as shown in the attached schedule (RCS-1 page 5 of 5), the Parties 

agree that there will be no net change in BIUD’s proposed revenue requirement. 

Section 5: If BIUD’s annual payments for interest and principal vary from the amounts listed 

on Schedule RCS-1 for debt service, BIUD will record the differences into a 

Capital Fund account, so the differences can be tracked and applied on a pay-as-

you-go basis to the funding of BIUD’s capital projects. 

Section 6: The Parties also agree that: 

1. The energy efficiency surcharge will be $.00395/kWh for the months of May,

June, September, and October; and $.01 for the months of July and August;

2. The Public Rate Classes will be eliminated;
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3. Three-Tier Seasonal Rates will be adopted as proposed by BIUD;

4. The 8kW Residential Demand Rate trigger will be eliminated; and

5. The Demand Rate for large users will have the Demand Charge based on the

user’s highest demand during July through August.

6. Each month, BIUD will collect 0.3 mills per kWh delivered to fund renewable

energy programs in accordance with R.I.G.L 39-2-1.2 and R.I.G.L. 42-64-

13.2.

7. The DSI fund, which is included in the FAC Tariff, shall sunset after three (3)

years (October 2022 billing), or in the rate year of BIUD’s next general rate

filing, whichever comes sooner.

Section 7: The parties agree that the new rates will go into effect for consumption on and 

after June 1, 2020. 

Section 8: The parties agree that BIUD shall make the following reports: 

Not later than 90 days after the end of each fiscal year, BIUD shall file reports 

with the Division and the Commission showing all receipts and expenditures 

during the year, showing the cash balances, and setting forth a spending plan, for 

(a) the Capital Fund – Capitalized Expenditures Account, (b) the Voltage

Conversion Fund Expenditures Account, and (c) the Energy Efficiency Fund 

Account.  The reports shall also show how the actual activity compared with the 

amounts that were allowed for ratemaking purposes in this case. 
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BIUD will account for its actual debt service expenditures in its Annual Report 

and in its next rate case.  BIUD will also annually file a comparison, not later than 

90 days after the end of each fiscal year, showing how BIUD’s actual debt service 

expenditures for the fiscal year compared with the debt service expenditures that 

have been allowed in setting BIUD’s revenue requirement in this case 

 
Section 9: By entering into this settlement, matters or issues other than those explicitly 

identified in this agreement have not been settled upon or conceded by any party 

to this agreement, and nothing in this agreement shall preclude any party from 

taking any position in any future proceeding regarding such unsettled matters. 

 
Section 10: This agreement is the result of a negotiated settlement.  The discussions which 

have produced this Settlement have been conducted with the explicit 

understanding that all offers of settlement and discussions relating hereto are and 

shall be privileged, shall be without prejudice to the position of any party or 

participant presenting such offer or participating in any such discussion, and are 

not to be used in any manner in connection with these or other proceedings.  The 

agreement by any party to the terms of this Agreement shall not be construed as 

an agreement as to any matter of fact or law beyond the terms hereof.  In the event 

that the Commission rejects this Agreement, or modifies this Agreement or any 

provision therein, then this Agreement shall be deemed withdrawn and shall be 

null and void in all respects. 

 
Section 11: This Stipulation and Settlement may be executed in counterparts. 
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Section 12: The Parties hereby submit this Stipulation and Settlement to the Commission for 

approval. 

IN WITNESS WHEREOF, this document has been executed by the appropriate 

representative of the parties identified below, each being fully authorized to do so.  Dated this 

10th day of April, 2020. 

  
    Respectfully submitted, 
 

 BLOCK ISLAND UTILITY DISTRICT  
 By its attorneys 
 
 

Dated:  April 10, 2020   /s/____________________________________  
      Michael R. McElroy, Esq. #2627 
      Leah J. Donaldson, Esq. #7711 
      McElroy & Donaldson 

 21 Dryden Lane 
 P.O. Box 6721 
 Providence, RI 02940-6721  
 Tel: (401) 351-4100  
 Fax: (401) 421-5696 

      Michael@McElroyLawOffice.com 
      Leah@McElroyLawOffice.com  
 
 
 
Dated:  April 10, 2020   /s/____________________________________  
      Christy Hetherington, Esq. #6693 
      Dept. of Attorney General 

 150 South Main Street 
 Providence, RI 02902 
 Tel: (401) 274-4400  
 Fax: (401) 222-2731 

      chetherington@riag.ri.gov  
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