Schacht & McElroy

Michael R. McElroy Attorneys at Law Michael@McElroyLawOffice.com
Leah J. Donaldson Leah@MCcElroyLawOffice.com
21 Dryden Lane
Members of the Rhode Island Post Office Box 6721 (401) 351-4100
and Massachusetts Bars Providence, RI 02940-6721 fax (401) 421-5696

August 8, 2018

Luly E. Massaro, Clerk
Public Utilities Commission
89 Jefferson Boulevard
Warwick, RI 02888

In Re: Interstate Navigation — Company Earnings Reports
Docket No. 4373

In Re: Review of Interstate Navigation Company’s Revenue Requirement

Under R.I.G.L. § 39-3-11 in light of the Tax Cuts and Jobs Act

Docket No. 4792
Dear Luly:
As you know, this office represents the Interstate Navigation Company.
Enclosed for filing in these matters is the Joint Response of Interstate Navigation Company and
the Division of Public Utilities and Carriers to the Public Utilities Commission’s Data Request
issued on August 6, 2018.

If you have any questions, please feel free to call.

Very truly yours,

Michael R. McElroy

MRMc/tmg

cc: Service Lists



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
PUBLIC UTILITIES COMMISSION

IN RE: INTERSTATE NAVIGATION COMPANY :
EARNINGS REPORTS : DOCKET No. 4373

IN RE: REVIEW OF INTERSTATE NAVIGATION

COMPANY’S REVENUE REQUIREMENT UNDER :

R.I. GEN. LAWS § 39-3-11 IN LIGHT OF THE TAX : DOCKET No. 4792
CUTS AND JOBS ACT :

JOINT RESPONSE OF INTERSTATE NAVIGATION COMPANY AND THE DIVISION
OF PUBLIC UTILITIES AND CARRIERS TO THE PUBLIC UTILITY
COMMISSION’S DATA REQUEST ISSUED AUGUST 6, 2018

1-1  The Settlement Agreement provides that the Fuel Reserve and the Capital Reserve
have a carrying charge set at the Washington Trust Company money market rate.
Please explain why this is the appropriate rate for the Capital Reserve Account?

JOINT RESPONSE:

The amounts in these reserves represent money owed customers. The money in both reserves will
be returned or used for the customer’s benefit in the near term. While the money is held in reserve,
it is appropriate to compensate customers for the time value of money. Since the money will be
returned in the near-term, the parties agreed to use a short-term interest rate. Interstate banks with
Washington Trust and the parties agreed that the use of the bank’s money market rate would be
appropriate.

The money in the capital reserve will eventually be used to finance capital projects. Capital
projects are normally financed at the Company’s Weighted Average Cost of Capital (“WACOC”).
The portion of the capital projects financed with the reserve funds will carry a zero percent interest
rate. So effectively, as soon as the customer funds are invested in a capital project, they will
receive the benefit of the Company’s WACOC, which is at a higher cost than short-term rates.

In summary, under the settlement, customers are compensated at a short-term rate when the funds
are held for the short-term and a long-term rate when the funds are invested in a capital project for
the long term.



Respectfully submitted,

DIVISION OF PUBLIC UTILITIES INTERSTATE NAVIGATION COMPANY
AND CARRIERS By its attorneys:
By its attorneys: C‘“‘
/Teo Al Wold, Esq. #3616 Michael R. McElroy, Esq? #2627

| /Christy Hetherington, Esq. #6693 Leah J. Donaldson, Esq. #7711

/" Dept. of Attorney General Schacht & McElroy
150 South Main Street 21 Dryden Lane
Providence, RI 02903 P.O. Box 6721
Tel: (401) 274-4400 Providence, RI 02940-6721
Fax: (401) 222-2731 Tel: (401)351-4100
Iwold@riag.ri.gov Fax: (401) 421-5696
chetherington@riag.ri.gov Michael@McElroyLawOffice.com

Leah@McFElroyLawOffice.com

Date: August g 2018



CERTIFICATE OF SERVICE
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I hereby certify that on the z day of August, 2018, I sent a true copy of the foregoing to
the attached service lists.




Docket No. 4373 — Interstate Navigation Co. — Limited Rate Change Application

Service List as of 8/9/18

Name E-mail Phone
Michael McElroy, Esq. Michael@McElroyLawOffice.com; 401-351-4100
Schacht & McElroy

PO Box 6721

Providence RI 02940-6721

*Leo Wold, Esq.

Dept. of Attorney General
150 South Main St.
Providence RI 02903

lwold@riag.ri.gov;

john.bell@dpuc.ri.gov;

john.spirito@dpuc.ri.gov;

dmacrae@riag.ri.gov;

Jmunoz@riag.ri.gov;

401-222-2424

David Bebyn

B&E Consulting

21 Dryden Lane
Providence RI 02904

dbebyn@beconsulting.biz;

401-785-0800

Katherine A. Merolla, Esq.,
Christopher Dovidio, Esq.
Merolla & Accetturo

469 Centerville Road Suite 206
Warwick, RI 02886

KAMLAW2344(@aol.com:

cdovidio@merollalaw.com;

401-739-2900

Nancy O. Dodge, Town Manager
Town of New Shoreham

PO Drawer 220

Block Island, RI 02807

townmanager@new-shoreham.com;

401-466-3219

David Effron

Berkshire Consulting

12 Pond Path

North Hampton, NH 03862-2243

Djeffron@aol.com;

603-964-6526

Richard La Capra
5 Carmine St
New York, NY 10014

Rlacapra@lacapra.com;

212-675-8123

File an original & nine (9) copies w/:

Luly E. Massaro, Commission Clerk
Public Utilities Commission

89 Jefferson Blvd.

Warwick RI 02888

Luly.massaro(@puc.ri.gov;

Cynthia.WilsonFrias@puc.ri.gov;

Alan.nault@puc.ri.gov;

401-780-2107

Christopher Warfel, P.E.
Entech Engineering, Inc.

cwarfel@new-shoreham.com;




