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BEFORE THE STATE OF RHODE ISLAND PUBLIC UTILITIES COMMISSION

IN RE: INTERSTATE NAVIGATION COMPANY - DOCKET NO. 4373
FY 2022 and FY 2023 EARNINGS REPORTS

SETTLEMENT AGREEMENT

Interstate Navigation Company ("Interstate" or the "Company") and the Rhode Island
Division of Public Utilities and Carriers ("Division") (collectively, the "Parties") enter into this
Settlement Agreement regarding disposition of Interstate’s excess earnings for FY 2022 and FY
2023.

I. BACKGROUND

1. On September 13, 2023, Interstate filed its annual "Earnings Report." for the period
ending May 31, 2022, as required by the settlement agreement in Docket 4373. The report showed
net income available for common equity of $2,052,675.

2. On October 7, 2024, Interstate filed its annual "Earnings Report," for the period
ending May 31, 2023, as required by the settlement agreement in Docket 4373. The report showed
net income available for common equity of $613,754.

3. After negotiations between the Parties, it was agreed that 100% of the $5,562 of
Interstate’s non-tariff revenues would be returned to customers in conjunction with this
settlement. See Commission Docket 24-12 FR, Interstate’s Responses to the Commission’s
First Set of Data Requests.

4. The settlement agreement in Docket 4373 now requires earnings in excess of a 12%
ceiling to be shared 75% to the ratepayers. The customer’s share of earnings above the 12% ceiling
for FY 2022 totaled $1,722,543, which included the $1,559,318 shown in the filed earnings report
and a $163,225 adjustment to remove the tax impact of a Paycheck Protection Program Grant,

which was subsequently determined to be not taxable. The customer’s share of the FY 2023
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earnings was $465,837. Inclusive of interest and the non-tariffed revenues, the agreed to amount
available for the benefit of customers is $2.359,975 as of December 31, 2024. See Settlement
Attachments 1 and2.

5. Subject to Commission approval, the Parties have agreed to use the $2,359,975 for a
fuel reserve.

6. The Parties agree that this Settlement Agreement is a just and reasonable resolution of
the issues in this proceeding and jointly request its approval by the Commission.

II. TERMS OF SETTLEMENT

7. The Parties propose that the Commission authorize the entire $2,359,975 plus interest
from January 1, 2025 through the effective date be credited to a fuel reserve.

8. The fuel reserve will earn interest at the 10-year treasury constant maturity rate.

9. Fuel costs above the $2.40/gallon fuel price included in base rates shall be charged
against the reserve, and fuel costs below $2.40/gallon shall be credited to the reserve.

10. The fuel reserve will also be used to provide a $1.00 passenger and vehicle ticket price

credit during the months of June — September, and $2.00 ticket price credit for the months of

‘October — May. See Settlement Attachment-3 for an example of the fuel reserve draw down based

on a $3/gallon fuel price.

11. When the balance of the fuel reserve falls below $150,000, the ticket price credits will
terminate and the reserve balance will be used to offset fuel costs only.

12. The customer’s share of any excess earnings beginning with fiscal year 2024 will
accrue interest, at the 10-year treasury constant maturity, from the start of the fiscal year that
generated the excess earnings until the funds are fully utilized. During the fiscal year that
generated the excess, interest shall be calculated using a mid-year convention.

13. Interstate will continue to submit monthly fuel filings with the Division to track the
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activity in the fuel reserve.
14. The effective date of this settlement is March 1, 2025.
III. EFFECT OF SETTLEMENT

15. This Settlement Agreement is the result of a negotiated agreement. The Parties
conducted discussions that produced this Settlement Agreement with the explicit understanding
that all offers of settlement and discussion relating thereto 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 any
other proceedings.

16. The terms of this Settlement Agreement shall not be construed as an agreement to any
matter of fact or law beyond the terms hereof. By entering into this Settlement Agreement, matters
or issues other than those explicitly identified in this agreement have not been settled upon or
conceded by any party to this Settlement Agreement, and nothing in this Settlement Agreement
shall preclude any party from taking any position in any future proceeding regarding settled or
unsettled matters.

17. This Settlement Agreement is the product of negotiation and compromise. The making
of this Settlement Agreement does not establish any principle or precedent. This Settlement
Agreement shall not be deemed to foreclose any party from making any contention in any future
proceeding or investigation.

18.If the Commission rejects this Settlement Agreement, or modifies any provision
herein, this Settlement Agreement shall be deemed withdrawn and shall be null and void in

all respects.
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IN WITNESS WHEREOF. the Parties agree that this Settlement Agreement is

reasonable. in the public interest, in accordance with applicable law and regulatory policy, and

is executed by their respective representatives, each being authorized to do so.

Dated: January 31, 2025

INTERSTATE NAVIGATION CO.

By its Attorney,
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Managing Partner
McElroy & Donaldson
3 Cedar Meadows Drive

Smithfield, RI 02917
Tel. (401) 749-2612

DIVISION OF PUBLIC UTILITIES AND
CARRIERS

By its Attorney,

/sl Gregory S. Schultz

Gregory S. Schultz, Esq.

Chief Legal Counsel

Division of Public Utilities and Carriers
89 Jefferson Blvd

Warwick, RI 02888

Tel. (401) 780-2152



/s/ Gregory S. Schultz
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Interstate Navigation

Customer's Share of Overearnings

FY 2022:
Interstate's Filed Earnings Share
Remove tax on PPP Grant with proposed 75% share
Adjustment:
PPP Grant Revenue - no tax 75% share
Total Adjustments

Total FY 22 Earnings to Share

FY 2023
Interstate's Filed Earnings Share

FY22 & FY23 Total
Incremental Fast Ferry E-bike revenue
Additional Interest

FY22 & FY23 Total with Interest and E-bike adj

Please note PPP Grant is tax free while ERC grant is impacted by taxes

prepl—

$

Amount
1,559,318

163,225

163,225

1,722,543

465,837

2,188,380

5,562

166,033

2,359,975

Settlement Attachment-1

Reference
FY22 Earnings Report dated Sept 13, 2023

FY22 Annual Report Pg 6a - ($1,036,348 * 21% * 75%)

Lines1&4

FY23 Earnings Report dated Oct 7, 2024
Lines6 &9

See data response to Docket 4373 Comm 8-1
Settlement attachment-2

Lines 11, 13 & 15



Additional Interest on Ratepayers share of ROE
For Fiscal Years Ended May 31, 2022 & 2023
Interstate Navigation Company Settlement Attachment-2

Excess Earnings held in Capital Reserve

Total
Total FY 22 Earnings to Share $ 1,722,543
Total FY 23 Earnings to Share $ 465,837
APY
Interest  Accrued Ending
Balance Rate Interest Balance

Jun-22 1,722,543 1.45% 2,081 1,724,624

Jul-22 1,724,624 1.45% 2,084 1,726,708
Aug-22 1,726,708 1.45% 2,086 1,728,795
Sep-22 1,728,795 1.45% 2,089 1,730,884

Oct-22 1,730,884 1.45% 2,091 1,732,975
Nov-22 1,732,975 1.45% 2,094 1,735,069
Dec-22 1,735,069 1.45% 2,097 1,737,166

Jan-23 1,737,166 2.95% 4,271 1,741,436

Feb-23 1,741,436 2.95% 4,281 1,745,717

Mar-23 1,745,717 2.95% 4,292 1,750,009

Apr-23 1,750,009 2.95% 4,302 1,754,311
May-23 1,754,311 2.95% 4,313 1,758,624

Jun-23 2,224,461 2.95% 5,468 2,229,929 =1,758,624 + 465,837

Jul-23 2,229,929 2.95% 5,482 2,235,411
Aug-23 2,235,411 2.95% 5,495 2,240,906
Sep-23 2,240,906 2.95% 5,509 2,246 415

Oct-23 2,246,415 2.95% 5,522 2,251,938

Nov-23 2,251,938 2.95% 5,536 2,257,474

Dec-23 2,257,474 2.95% 5,550 2,263,023

Jan-24 2,263,023 3.96% 7,468 2,270,491

Feb-24 2,270,491 3.96% 7,493 2,277,984

Mar-24 2,277,984 3.96% 7.517 2,285,501

Apr-24 2,285,501 3.96% 7,542 2,293,044
May-24 2,293,044 3.96% 7,567 2,300,611

Jun-24 2,306,173 3.96% 7,610 2,313,783 =2,300,611 + 5,562 *

Jul-24 2,313,783 3.96% 7,635 2,321,418
Aug-24 2,321,418 3.96% 7,661 2,329,079
Sep-24 2,329,079 3.96% 7,686 2,336,765

Oct-24 2,336,765 3.96% 7,711 2,344,476
Nov-24 2,344 476 3.96% 7,737 2,352,213
Dec-24 2,352,213 3.96% 7,762 2,359,975

166,033

* Electric Bike Incremental Revenue per Docket 4373 Comm 8-1
FY 23 $3,342 +FY 24 $2,220 = $5,562
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