
 

 

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
BEFORE THE PUBLIC UTILITIES COMMISSION 

 
IN RE:  INTERSTATE NAVIGATION COMPANY  :                       DOCKET NO. 3573 
              GENERAL RATE FILING                              : 
  
 

STIPULATION AND SETTLEMENT 
 

 Interstate Navigation Company (“Interstate” or “Company”), the Division of Public 

Utilities and Carriers (“Division”), and the Town of New Shoreham hereby agree to this 

stipulation and settlement which constitutes a settlement of all revenue requirement and rate 

design issues in this docket. 

Recitals 

 On December 1, 2003, Interstate filed with the Commission an application to increase its 

rates by $2,750,712, or approximately 39.8 percent above its currently authorized revenue level 

in the rate year at current rates of $6,907,030.  The primary purpose of the rate increase, as stated 

in Interstate’s filing, was to allow the Company sufficient revenue to (1) purchase the MV Anna 

C at a cost of $3,100,000; (2) implement Homeland Security mandates estimated to cost 

$702,105; and (3) and to fund other cost increases that have occurred during the approximate 7 

year period since Interstate’s last rate case. 

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

Company’s rate increase request 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 Interstate’s present revenues be increased by 

$902,951, resulting in a downward adjustment to Interstate’s revenue request by $1,847,761.  

Interstate’s  rebuttal case was substantially the same as its initial filing.  The Town of New 
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Shoreham also filed a direct case addressing cost of service and rate design issues.  The Town 

recommended that Interstate’s present revenues be increased by $244,160 resulting in a 

downward adjustment to Interstate’s revenue request of $2,506,552. 

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

the filings by Interstate, the Division, and the Town of New Shoreham, the Parties now have  

agreed to a comprehensive settlement in the rate case which resolves all issues relating to the 

Company’s revenue requirement, rate base, rate of return, rate design, and certain service related 

issues. 

 The settlement agreement is as follows: 

Section 1:  The Company’s additional revenue requirement for this stipulation is settled 

at $1,456,061, which results in total stipulated rate year revenue of 

$8,804,337.  This stipulation is based upon the Division’s position 

concerning pro forma revenues at present rates of $7,348,276.  The following 

supporting schedules are attached hereto and incorporated by reference 

herein:  Stip 1 (revenue requirement summary), Stip 2 (required return), Stip 

3 (rate base summary), Stip 4 (operating income statement), Stip 5 (operating 

expense summary), Stip 6 (analysis of proposed rates), Stip 7 (analysis of 

proposed rates – revenue proof), Stip 8 (passenger and vehicle rates and 

tariffs), and Stip 9 (class and commodity rates and tariffs). 

Section 2: The rate of return on equity for this stipulation is settled at 10.75%.  

Interstate’s rate base is settled at $10,862,133. 

Section 3: The parties agree to include $3.1 million in rate base for the MV Anna C, as of 

the mid-point of the rate year, as proposed by the Company in its filing.     
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The parties agree that the boat shall be depreciated over a life of 15 years for 

rate making purposes. 

Section 4:  The Company agrees to provide a level of service equal to the service level 

set forth in the Company’s 2004 ferry schedule on file with the Commission, 

and the Company agrees that the MV Anna C, MV Block Island, and MV 

Carol Jean shall be the vessels in service for trips made between Point 

Judith and Block Island, except during situations beyond Interstate’s control, 

such as major repairs, severe weather, acts of God, sinking, etc. 

Section 5:  The rate increase will be applied as follows:  All rates except non-commuter 

cars (and related non-commuter vehicles such as SUVs, pick ups, and vans) 

will increase by approximately 11.5%.  Non-commuter cars (and related 

non-commuter vehicles such as SUVs, pick ups, and vans) will increase by 

approximately 50%.  The new rates and tariffs are set forth on Stip 6, Stip 8 

and Stip 9 attached hereto and incorporated by reference into this Stipulation 

and Settlement.  The eligibility requirements for discounted commuter rates 

are hereby changed so that only the holders of a Rhode Island driver’s 

license with a Block Island address on the license are eligible for commuter 

rates, and to be eligible for the commuter car, SUV, van and pick up rates, 

the vehicle (1) must be driven by a driver with a Block Island license, and 

(2) must have a Block Island address on its registration. 

 

Section 6:   The Parties agree that the Company will be permitted to offer the following 

volume and group discounts:  (1) an advance purchase of 10 non-commuter 
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passenger tickets may be sold at a price of 9 tickets (a discount of 

approximately 10%); and (2) group purchases of 25 or more passengers may 

receive a round-trip ticket discount of 15% (not including the landing fee).  

Authorization for these discount programs will expire on December 31, 

2005, but may be extended by the Company only after making application to 

the PUC and obtaining approval.  Other than expressly agreed herein, all 

other proposals for pricing flexibility as set forth in the Company’s rate 

filing are rejected.  

Section 7:   In the event that the Company disposes of the MV Manitou, the Company 

agrees to amortize any sale proceeds (less any commissions, sale expenses, 

and remaining book value) over a 60 month period beginning with the 

month following the transaction.  The Company agrees to report the 

disposition or sale of any vessel to the Division and Commission within 60 

days of the sale date.  Such report shall include the amount of the sale, any 

net book value at the time of the sale, and an identification of the person or 

entity that purchased the vessel(s).  Any private charter, lease, or other non-

utility use of the Company’s assets will continue to be credited to the 

revenue accounts of the Interstate Navigation Company.  Any lease of the 

Old Harbor docking facility will be submitted to the Town, the Division and 

the Commission and will be subject to a prudency review by the 

Commission in any rate case as to the appropriate amount of lease payments 

to be included in rates. 
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Section 8:  In order to provide more timely reporting of relevant financial information (as 

a result of the May 31 fiscal year end), the Company agrees to report interim 

ridership statistics and revenues to the Division and the Commission broken 

down by month in the following categories: 

(a) Passengers (non-commuter) 
(b) Passengers (commuter) 
(c) Passengers (block ticket/group sales) 
(d) Cars (non-commuter) 
(e) Cars (commuter) 
(f) Trucks 
(g) Freight 
(h) Charter 
(i) Mail 
(j) All other 

 
The Company will report this information, for the May through September 

period, no later than November 30th of each year.  For reporting purposes, 

the Newport/Block Island statistics will be separately broken out.  The 

Company also agrees to provide to the parties semi-annual financial 

statements (including profit and loss statements) for the six month period 

ending November 30 and May 31 of each year, and quarterly financial 

statements for the quarter ending August 31, 2005 and thereafter. 

Section 9:    The Parties agree to an annual funding of Homeland Security costs in the 

amount of $395,946.  The Company agrees to maintain Homeland Security 

funds in an interest-bearing restricted account.  The funds may only be used 

to satisfy Homeland Security mandates.  The Company agrees to document 

all such expenses, including an explanation for each expense category, in a 
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Homeland Security expense report to be filed with the Commission 

simultaneously with the Annual Report.  

Section 10: 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 11:  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 12:   This Stipulation and Settlement may be executed in counterparts. 

 The Parties hereby submit this Stipulation and Settlement to the Commission for 

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

representatives of the parties identified below, each being fully authorized to do so.  Dated at 

Warwick the 12th day of May, 2004. 

RESPECTFULLY SUBMITTED, 

INTERSTATE NAVIGATION COMPANY  DIVISION OF PUBLIC UTILITIES 
        AND CARRIERS 
By Its Attorney,     By Its Attorney, 
 
_______________________________  ____________________________ 
Michael R. McElroy, Esq.    Paul J. Roberti, Esq. 
SCHACHT & McELROY    Assistant Attorney General 
21 Dryden Lane     Department of Attorney General 
P.O. Box 6721      150 South Main Street 
Providence, RI  02940-6721    Providence, RI 02903 
 
 
 
 
TOWN OF NEW SHOREHAM   
       
By Its Attorney,     
 
_______________________________  
Merlyn O’Keefe, Esq. 
Packer & O’Keefe     
1220 Kingstown Road     
Peacedale, RI  02879     
        
































































































































