Schacht & McElroy

Robert M. Schacht (retired) Attorneys at Law (401) 351-4100

Michael R. McElroy Jax (401) 421-5696
: 21 Dryden Lane

Members of Rhode Island Post Office Box 6721 email: RMSchacht@aol.com

and Massachusetts Bars Providence, Rhode Island 02940-6721 McElroyMik@aol.com

January 26, 2011

Luly Massaro, Clerk

Public Utilities Commission
89 Jefferson Boulevard
Warwick, RI 02888

Re:  Interstate Navigation Company
Traditional Ferry Service (ROE Filing) — Docket No. 3762

Dear Luly:

Enclosed for filing in this matter are an original and nine copies of Interstate Navigation
Company’s Responses to the Division’s 1* set of data requests.

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

e
ichael R. McElroy

MRMce:tmg
ce: Service List

Interstate/ROE/Massaro



DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE
NAVIGATION COMPANY
DOCKET NO. 3762 — RE: 2011 ROE DEFICIENCY FILING
DIV 1-1 Please provide all workpapers supporting Schedules WEE-1 and WEE-2.

Response: Please see attached

Prepared by: WEE



Fiscai Year Ended May 31, 2010 Revenue Deficiency . Secheduie WEE-1
using a 5.5% ROE Floor

Pedm bt Blms sl Bmim e iy
SrsEe Navigaion Lompany

FY 2010
Combined Revenuss less Cash Operating Expensss Di i~} $ 2,139,672 Per2010 Annual Report (Page 6a)
Depreciation and Amortization - per Books Parw -1 1,562,610 Per 2010 Annual Reporl {Page 6a)
Interest on Fast Ferry 389,228 Piv j-la
Interest on Interstate Rate Base 379,326 See Schedule WEE-2
768,554

Total Inferest

interest Income

Exiraordinary items

Federal Tax (Deferred)

Inferstate Profit/ (Loss) {Traditional and Fast Ferry Combined) for FYE May 31st 2010 (181,492)

168,000 Pgv 7 - ig
94,167 WiV 1~V A
71118 piv - P&
39,085 D - P«
(48,611) Piv 1 -1 %

Add Back: Depreciation on Athena

Add Back: Amortization of other assets purchased from IHSF

Add Back: Amortization of 2006 Fast Ferry Profits 6/1/2008 - 12/31/2009
Add Back: Excess Homeland Securily Expenses

Deduct: Rate Case Expense 6/1/2009 - 12/31/2009

Deduct: Principal Paid on Athena and other assets purchased from IHSF . (95,200) fb; V o i~fao
A&jeeted Interstate Company Wide Profit | 47,067
Ineome Requirement 5.5% ROE Fioor (A) 204,974
~ Shortfall | _ | ‘ ' | | (157,907)
- Gross Receipts Tax 1.25% . , _ (1,999) |
Revenue Deﬁeiency- | ' . $ 5-1 59,906)

Calculation of Analyzed ROE 11% reduced to 5.5% .

% 283568 See Schedule WEE-2 /"
/2 -
' 141,784
. Income Tax 63,190 P+ jf
Income Requirement 5.5% ROE Floor (A) % 204,974

Return on equity at 11%

Return on equfty at 5.5%



Trndmrret o dn Bl e ded o LTI
Interstate Navigation Company

Name of company

INCOME STATEMENT
Description Current Year Previous Year
Operating Expenses ( Continued):
Rent $ 377,967 § 382,650
Terminal 192,209 184,720
Advertising 404,146 416,708
Other Expenses (Ttemize): .

Other Vessel Exnenses 224,254 - 261,087
Food & Liquor 205,993 217,395
Other Taxes 221,156 232,185
PUC Annual Fees . 29,587 28,014
Homeland Security 289,085, 271,622

Contributions : 6,359 . _ 5,132
Total Gross Operating Expenses hS 8,832,218 $ 9,594,468
Gross Income (Loss) $ 2,139,672 )% 2,396,280,

T N . —— . o
Interest Expense — (page 9) $ (937,559); $ (984,940}
Interest Income . - 8,055 31,128
Misc Income Refund of Expenditures  E 581
Extraordinary Bems (net of tax) {2,400)| (2,400)
Federal Incoine Taxes 39,325 65,908
Net Income (Loss) Before Depr. And Amort. & 1,247,093] $ 1,506,557
) : - . ﬂ%\

Depreciation and Amortization 3 1,552,610 3$ 1,555,042
Net Income (Loss) 5 (305,518)] $ (48,485)
Retained Earnings, Beginning of Year 5 3,279.803| § 3,328,288

'F!E-vi: el Dhesedieead 2 Pridd - T
Prior Peviod Adjuatoaonts (Delerred Tases)
) [} 0
Retnined Boenings, Fod of Year b 2074285 8§ 3,279,803

Page Gy




Analysis of Revenue and Expenses SreheseVWER 1|
Interstate Fast Ferry
Actual ~Actual Actugl
FYE 5/31/08 FYE 5/31/08 FYE 5/31/10
Revenues:
Passenger Revenue $ 1528253 § 1725648 s 1,619,309
Other Revenues (Bar, bike, eic) ' 81,580 80,163 88,821
Charter Revenue 227,125 222 625 120,100
Tolal Revenils 1,838,857 2,038,438 1,828,330
'Expenses: -
Salaries and wages 201,394 208,785 - 185,584
Payroll faxes 15,205 16,319 13,764.
Fuel ) ' 327,746 528,601 256,349
Maintenance: : ' : _
Vessel Maintenance-Athena. 54,506 97,866 85,181
- Lube Qi . _ ‘ 7,900 - 13,489 i 11,670
Other Vessel Expenses 20186 35,332 ' 15,940
Insurance o S 54866 61,375 37,435
Advertising : N 21,5986 ! 37,489 T 48,993
Bar expense - 23,084 - 24540 25,363
General and Adminisirative Expense ‘
Legal and accounting 15,731 o 36,598 20,017
General office supplies - 4754 , - - 223
Gross Recelpts Taxes _ . 224962 . 24,989 . 22,5499
Boat Charter - 4,000 10,420 7 46,115
Fees (coast guard, banking, etc) 24,188 : 4,472 6,5767
Debt service on $5.600.000: -
Principal o 82420 - 87,480
Interest .- 403,419 - 396,035
Total Expensa o : 1,284,447 - 1,583,861
$ 552511 $§ 454575 % 567,093

' Net Income Pre-tax

> X Gee goher
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Loan 1 Loan 2 lLoan 3 Loan 4 loan 5
Principal
june 20,396.31 13,816.92 8,929.49 8,847.30 23,800.00 76,790.02
july 18,974.84 13,439.69 8,664.17 9,666.93 23,800.00 75,545.63
august 20,063.04 13,508.68 8,708.75 9,710.99 23,800.00 75,791 .46
september 20,674.33 14,035.30 8,070.80 9,986.06 23,800.00 77,566.49
ociober 20,263.68 13,666.61 8,810.98 9,811.13 - 52,552.40
november 20,892.49 14,207.09 9,182.01 10,094.97 - 54,376.56
december 20,490.23 13,845.28 8,926.67 9,924.22 - 53,186.40
january 20,594 26 13,927.04 8,979.53 0,976.24 - 53,477.07
february 22,212.14 15,337.70 9,956.25 10,693.58 - 58,199.67
march 20,809.58 14,098.62 9,090.91 10,083.53 - 54,082.64
april 21,413.21 14,619.40 9,449.14 10,354.85 - 55,836.60
may 21,017.04 14,262.76 919715 10,187 21 - . 5466416
248,801.15 168,765.09 108,965.85 120,337.01 95,200.00,/ 742,069.10
3,242,319.66 2,431,513.91 1,680,075.02 1,390,339.85 5,430,100.00
2,993,518.51 2,262,748.82 1,571,109.17 1,270,002.84 5,334,900.00
Interest T
june 15,958.69 13,933.08 9,655.51 7,062.70 33,526.34 80,136.32
july 16,380.16 14,310.31 9,920.83 7.243.07 32,278.95 80,133.32
august 16,291.96 14,241.32 9,876.25 7,199.01 33,232.45 80,840.99
september 15,680.67 13,714.70 9,514.20 6,923.94 33,071.29 78,904.80
october 16,091.32 14,083.39 9,774.02 7,098.87 31,861.81 78,900.41
november 15,462.51 13,542.91 9,402.99 6,815.03 32,938.56 78,162.00
december 15,864.77 13,904.72 9,658.33 6,985.78 31,876.03 78,289.63
january 15,760.74 13,822.96 9,605.47 6,933.76 32,938.56 792,061.49
february 14,142.86 12,412.30 8,628.75 6,216.42 32,938.56 74,338.89
march 15,545.42 13,651.38 9,494.09 5,826.47 29,750.96 75,268.32
april 14,941,79 13,130.60 9,135.86 6,555.15 32,938.56 76,701.96
may 15,337.96° 13,487.24 9,387.85 6,722.79 31,876.02 . 76.811.86
187,458.85 164,234.91 114,054.15 82,582.99 389,228.09 ¥ 937,558.99
937,558.09
4 1’?@&’&1 ‘120%51.3 f-1a_
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ROE support calculations Sch (- IV 17 ] e
Interstate Navigation Company

Fast Ferry Profit
Yearly Amortization of Fast Ferry Profit  $ 121,916 Page 12 of Amended Settlement Agreement Docket 3762
1/12
Monthly Amortization 10,160
X
# of months of Amortization in FY 2010 7
Fast Ferry Profit 6/1/09 - 12/31/09 $ 71,118 <

Excess Homeland Security

FY2010 Homeland Security Exp $ 289,085
Annual Homeland Security rate plan 250,000 Page 13 of Amended Settlement Agreement Docket 3762
Excess Homeland Sccurity Expense  § 39,085
Rate Case Exp
Yearly Amortization of Rate Case Exp  $ 83,333 Page 14 of Amended Settlement Agreement Docket 3762
1/12
Maonthly Amortization 6,944
X
# of months of Amortization in FY 2010 7

Rate Case Exp 6/1/09 - 12/31/09 $ 48,611 /



Calculation of Income Tax Scpl i - ‘b)v@ ~1 4:)

Rate per Dollars in
Corporate Income Brackets Bracket Bracket  Tax
$0 50000 15% $ 50,000 % 7,500
50,000 75000 25% 5 25,000 § 6,250
75,000 100000 34% 3 25,000 $ 8,500
100,000 335000 39% $ 104973 $ 40,939
$ 204973 § 63,189 7@

Income Required for 5.5% ROE § 204,973
Tax (63,189}
55% ROE § 141,784



Calculation of.an Average Rate Base and

Description

Scheduie WEE-2
Rate of Retum for FY 2010
interstate Navigation Company

AVERAGE

Net Utility Plant

Additions:
Working Capital
Inventory
Prepaid Expenses
Deductions:
Contributions in Aid
Deferred Credits
Deferred Taxes

Net average Rate Year base

§ 8,662,003 @}

(156932) Pid i-§ k

$ 8,505,072 (,ﬁh

. v
Ending Balance at
: 2009 2010
PPE Net Book Value $(13,058,086 PG 11,64 840 Per 2010 Annual Report (Page 5) B/ |~
High Speed Ferry 4,200,000} 4,200000)3 P:¢ -1&r
Acc Deprec High Speed Ferry 425,040 > 593,040} Div i<l &~
Net Utility Plant $ 9283126 § 8,040,880
2 year average § 8,662,003 @/’t |
Total Proforma Year Rate Base $ 8,505,072 @_T

Weighted Return on Rate Base

"Return on Rate Base

779% | @j,

o 5 662,894
Weighted - :
Allocation of Net Utility Profit Factor : : .
Interest 0.0446 57% xa $ 379326 {S2f wsz-f)
Equity - 0.0333 43% xa. 283,568 § sax (wiz-f
' 0.0779 100% § 662,894
. Capital Structure and associated capital cost approved by Commission in Docket 3762
Pecent of Cost Weighted
Total Rate . Factor
Interest 69.69% A 6.40% A 4.46%
Equity 11.00% in,

2 Ceass, cefoncad ek =l Fer A’g-‘:"f(i Fam A

1

_ 77 . .
4] Fege 5+ i GAy fFeore.
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Interstate Navigation Company

Name of compauny

Sefoz - P i

May 31,2010

Year-end date of report

BALANCE SHEET
ASSETS & OTHER DEBITS
Description Balance at Beginning{ Balance at End of
of Year Year
CURRENT ASSETS:
Cash $ 2,926,825! $ 3,212,887
Net Accounts Receivable — Trade 402,979 375,803
Receivables — Other 52,509 75,675
Prepaid Expenses 291,535 292,622
Deferred Income Tax 19,512
Deposits 1,000 1,000
Total Current Assets b 3,674,848! § 3,977,499
PROPERTY, PLANT & EQUIPMENT:
Land
Vessels $ 18,596,339 $ 18,596,359
Vessels Improvements 3,627,084 3,627,084
Office & Terminal Equipment 1,396,390 1,406,784
Buildings 537,500 537,500
Docks 2,446,751 2,446,751
Stagings 1,141,048| . 1,141,048
Vehicles 137,396 175,200
Less — Accumulated Depreciation 14,824 442 16,282,885
T
Total Property, Plant, and Equipment $ (13,058086) $ 11,64@
OTHER ASSETS
Restricted Cash $ 305,336 $ 389,107
Intangible Assets (Net) 1,174,258 1,080,092
_.Frepaid Expense TLIBS 64,796
_ Deferred Debits i} , 2000 LAl
Total Other Assets 3 1,573,479 § 1,553,195
Total Assets $ 18,306,413 $ 17,178,535

Page5 — % ¥  Dee 50["'5”‘) ‘e
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inierstate Navigation Company

Name of company

&

%

BALANCE SHEET
CAPITALIZATION AND LIABILITIES
Description Balance at Beginning| Balance at End of
of Year Year
CURRENT LIABILITIES:
Noteg Payable Within One Year 3 734,029 784,738
__Payables — Associated Companies 60,528 40,737
Payables — Other 343,171 220,485
Accrued & Withheld Payroll Taxes 18,478 19,707
Accried Payroll and Vacailon Bay 48,462 50,610
Accrued Pension 242,917 297917
Accrued Expenses — Other 54,850 606,070,
Deferred Income Tax 176,594 {156,781
Unearned Revenue 245,865 258,266
Total Current Liabilities $ 1,924,894 1,895,311
LONG-TERM DEBT : .
Notes Payable less Notes Payable Within One b - 13,440,319 12,647,541
Year (enfered above as current liability) ' '
CAPITALIZATION:
Common Equity - *
Common Stock $ 17,600 17,600]
Other Paid-in Capital ' 382,951 382,951
Unappropﬁated Retained Earnings 3,279,803 2,974,285
Total Common Equity i) 3,680,355 3,374,837
Treasury Stock (739,154) (739,154)
Total Capitalization $ 2,941,201 2,635,683
Total Capitalization and Liabilities Y 18,306,413 ~ 17,178,535
C %% See Schedkv =°
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DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE
NAVIGATION COMPANY
DOCKET NO. 3762 — RE: 2011 ROE DEFICIENCY FILING

DIV 1-2 Please verify that the amortization of rate case expense from Docket No.
3762 1s not included in actual operating expenses for the twelve months
ended May 31, 2010 prior to the adjustments on Schedule WEE-1.

Response: The actual operating expenses for the twelve months ended May 31, 2010
did not contain any amortization of rate case expense. While the
amortization period was calendar years 2007, 2008 & 2009, the actual
operating expense was amortized over fiscal years 2007, 2008 & 2009.

Prepared by: WEE



DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE
NAVIGATION COMPANY
DOCKET NO. 3762 - RE: 2011 RCE DEFICIENCY FILING

DIV 1-3 Please provide the actual Homeland Security expenses for Period January
1, 2007 through May 31, 2010. The response should also show the
expenses incurred by either fiscal or calendar year, as available.

Response: Please see attached. Please note that expenses are presented on a Fiscal
Year basis ending May 31%. Accordingly I have included a column to
back out the expenses from FY 2007 which occurred prior to January 1,
2007 which was the start of the 5 year Rate Plan.

Prepared By: WEE



Accht#
7506
7507
7508
7508
7506
75086
7140
7380
7385
7220
7160
7100
7100
7130
8140

Acct#
7506
7507
7508
7509
7506
7506
7140
7380
7385
7220
7160
7100
7100
7130
8140

Analysis of Homeiand Security Expense
For the Period Covering January 1, 2007 through May 31, 2010
interstate Navigation Company

Equipment
Personnel
COperations
Equipment Rental
PJ Terminal Project
Terminal Equipment-Cameras
Chart Plotter/Chart
Charts
Charts
Fence
Air Conditioning
Survival Suit
VHS Radio
VHS Radio
Avaya Lease
TOTAL

Equipment
Personnel
Operations
Equipment Rental
PJ Teminal Project
Terminal Equipment-Carneras
Chart Plotter/Chart
Charts
Charts
Fence
Air Conditioning
Survival Suit
VHS Radio
VHS Radio
Avaya Lease
TOTAL

FYE 5/31/07 61106 - 12/31/06 111107 - 5131107
$ 1054227 § 5,178.50 $ 5,363.77
2(1,386.09 8,837.93 192,548.16
20,051.14 12,347.76 7,703.38
9,440.41 9,440.41 -
9,029.84 9,029.84 -
$ 250449.75 $ 44.834.44 $ 20561531
11107 - 531007 EYE 5/31/08 EFYE 5/31/09 FYE 5/31/10 111107 - 5/31/10
$ 5.363.77 $6,496.93 $17,272.03 $17,647.75 $ 46,780.48
192,548.16 200,043.95 212,364.63 229,346.85 834,303.59
7.703.38 29,211.30 24,695.26 22,730.08 84,349.92
- 14,661.50 17,289.93 19,350.76 51,302.18
- 1,292.19 1,292.19
- 66.75 66.75
- 66.76 66.76
- 5,980.78 5,980.78
- 728.00 728.00
- 579.00 579.00
- 144.99 144.99
- 144.99 144,99
- 2,611.26 2,611.26
$205,615.31 $262,028.40 $271,621.85 $289,085.33 $1,028,350.89




DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE
NAVIGATION COMPANY
DOCKET NG. 3762 —RE: 2011 ROE DEFICIENCY FILING

DIV 1-4 Please provide the accumulated debit or credit balance in the Homeland
Security account as of May 31, 2009 and May 31, 2010
Response: These balances were $71,785.45 (2009) and $64,796.30 (2010).

Prepared by: WEE



DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE

DIV 1-5

Response:

NAVIGATION COMPANY
DOCKET NO. 3762 —RE: 2011 ROE DEFICIENCY FILING

Referring to Schedule WEE-2, please provide supporting documentation
for the balance of deferred taxes. The response should also reconcile the
balance of deferred taxes to the difference between the book basis and tax
basis of the Company’s assets.

Please see attached. The lead schedule shows how the ending Deferred
Tax Assets and Liabilities for FY 2009 & FY 2010 are averaged to arrive
at the deferred tax as reported on the originally filed WEE-2. Following
this schedule is a summary analysis of deferred tax for fiscal year 2009.
The schedule for the FY 2010 analysis of deferred taxes includes the
supporting documentation. In calculating the Net Operating Loss per tax,
this balance does not include the adjustment for change in deferred tax.
Both of these calculations use a tax rate of 15%. The last schedule
attached to this response reconciles the difference between the book basis
and tax basis of the Company’s assets.

Prepared by: W. Edge



Deferred Tax Asset
Deferred Tax Liability

Net Deferred Taxes

Calculation of an Average Deferred Taxes
Interstate Navigation Company

Ending Balance at
2009 2010
$ - $ 19,512
(176,594) {156,781)

b {176,594) §  (137,269)

2 year average $

(156,932)



Deferred Federal Income Tax
Interstate Navigation Company

5/31/09

Current Long Term
Description of Asset/Liab 2010 2011+ Totals
Depreciation (Asset) $ - $ - $ -
Depreciation (Liab) (294,304.79) (1,115,688.14) (1,409,992.93)
NOL 8,095.38 - 8,095.38
Loan Amortization 64,316.71 160,284.39 224.601.10
Deferred Regulatory Asset | - - -

Balance already
Deferred Barge Removal - - -  netoftax
$ (221,892.70) $ (955,403.75) $ (1,177,296.45)

TAX (15% of the above Totals)

Current Long Term

2010 2011+

Depreciation (Asset)
Depreciation (Liab}
NOL

Loan Amortization - 9647.51 24,042.66

Deferred Regulatory Asset

Deferred Barge Removal

§ (3328391) § (143310

56

5 (176,59447)

Deferred
Income Tax
Liability

Per 2010 Annual Report
{Page ba)



Deferred Federal Income Tax
Interstate Navigation Company

5/31/10
Current Long Term
Description of Asset/Liab 2011 2012+ Totals
Depreciation (Asset) $ - $ - $ -
Depreciation (Liab) (255,535.43) (1,141,176.33) (1,396,711.76) (A) [See Tax vs. Book Asset Surmmary]
NOL 321,207.04 - 321,297.04 (B} [See NOL Analysis]
Loan Amortization 64,316.71 95,967.69 160,284 40
Def. Reg. Asset (Rate Case) - - j
. Balance already
Deferred Barge Removal - - - net of tax

$ 13007832 $  (1,045,208.64) $  (915,130.32)

TAX (15% of the above Totals)

Current Long Term
2011
Depreciation (Asset) e
Cepreciation (Liab)
NOL
Loan Amortization
Deferred Regulatory Asset
Deferred Barge Removal i e e
b 19,511.75 b {156,781.30) (137,269.55)
Deferred Deferred
Income Tax Income Tax
Asset Liability
Per 20110 Annual Per 2010 Annuat Report

Report (Page 5) {Page 5a)



Tax vs Book Asset Summary
Support calculations for FY 2010 Deferred Federal Income Tax
interstate Navigation Company

Book
Year End Tax Depreciation Depreciation Difference
5/31/2010 1,288,070.89 1,543,606.32 (255,535.43)
51312011 + 8,963,057.55 10,104,233.88 (1,141,176.33) 3
10,251,128.44 11,647,840.20 (1,396,711.76) j
* &%k

0

* See page 6 of 6 of the FY 2010 TAX "Fixed Assets and Accumulated Depreciation" Schedule

** See page 6 of 6 of the FY 2010 BOOK "Fixed Assets and Accumulated Depreciation” Schedule
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Calculation of NOL
Support caiculations for FY 2010 Deferred Federal Income Tax
Interstate Navigation Company

Net Operating Income(Loss) 278 455 28)
ADD BACK
Income subject to tax on return and NOT on books
Construction in Aid Revenue

Expenses on books and NOT deductible on return
ncome Tax (116,388.00
Amort of Rate Case exp S

{344,843.28)
LESS
Income on books and NOT subject to tax on return
{amort of deferred rent)

Expenses on return and NOT on books

Depreciation Book vs. Tax 1,458443.83  1,321,362.88 ©  137.080.95
Rate Case exp ' il
Bad Debt Expense RS :
Amortization of Loan S (64,316.71)
72,764.24
72,764.24
Current Year addition to NOL (272,076.04)
Prior Year NOL Balance (49,218.00)
(321,297.04) @
Prior Year NOL Balance
1998 247,036.00
2004 132,590.00
2005 45,370.00
2006 142,676.00
2007 182,746.00
2008 (750,418.00) wused nol
2009 49.218.00

49,218.00




ANALYSIS OF VARIANCE BETWEEN BOOK AND TAX FIXED ASSETS

INTERSTATE NAVIGATION CO.
DATE OF ' TAX Tax vs Book
ACQ. COST NBY cosT NBV COST

Assest no longer presented on detailed fixed asset tax report (Fully Depreciated)

VESSEL IMP. AND EQUIP.

Radar-Manises ??Pre-2000 $  17,532.00 $ - $ - $ -
Engine 77 Pre-2000 30,675.00 - - -
Misc. Floating Equipment ?? Pre-2000 48,134.00 - - -
OFFICE & TERMINAL EQUIP.
Telgphones 77 Pre-2000 19,080.00 - u -
Misc Equipment ?? Pre-2000 61,508.00 - - -
Office Equipment 22 Pre-2000 19,610,00 - - -
PJ Office Fumiture 77 Pre-2000 6,247.00 - -
Holding Tank ?? Pre-2000 52,402.00 -
255,188.08 - - - 3 255,188.00

Variances due to Section 179 deductions on tax side (Fully Depreciated)

" VESSELS
Carol Jean 6/111984  2,477,967.00 - 2,429,597.00 -
Ramps ?? Pre-2000 112,801.00 - 105,331.00 -
Docks 72 Pre-2000 139,174.00 - 48,000.00 : -
Bocks-BI 77 Pre-2000 130,367.00 - 28,625.00 -

2,860,309.00 - 2,611,553.00 - 248,756.00

Variances due to misgroupings on Book side (Fully Depreciated)

OFFICE & TERMINAI EQUIP.

Gomputers 22 Pre-2000 135,307.00 - 145,000.00
BUILDINGS
Terminal Building- PJ 72 Pre-2000 25,000.00 - 45,647.00 -
Freight Shed-PJ ?? Pre-2000 44,588.00 - 59,517.00 ) -
DOCKS & RAMPS
Docks ?? Pre-2000 15,901.00 - 25,036.00 -
Dolphin Fender Piles 72 Pre-2000 13,120.00 - 14,160.00 -
233,916.00 - 289,360.60 - (55,444.00)

Variances due to Roundings
QFFICE & TERMINAL EQUIP. '

Telephone System 77 Pre-2000 22.975.00 - 22,980.00
Office Equipment 44312004 570.10 - 873.00 -
BUILBINGS
Shed-PJ ?7? Pre-2000 9,670.00 - 9,669.00 -
Block Island Office 9/3/1993 27,330.58 12.791.58 27,332.00 -
60,545.68 12,791.58 60,854.00 - (308.32)

Variances due to Homeland Security

Res. & Ticketing System 5/1/2008 296,954.23 175,976.48 351,878.00 154,122.46
Res. & Ticketing System HL 2008 - - 33,045.23 15,861.71
Time clocks HL 2009 - - 15,767 88 7,568.58
$ 296,954.23 $ 175,976.48 $ 400,691.11 $ 177,652.75 (103,736.88)

Total Variance between Tax and Book Assets § 344,454 80

FY 2010 Book TOTAL Per Annual Report $ 27,930,725.64
FY 2010 Tax TOTALS (Beg Bal reconciled lo 2008 return) 27,686,279.54

5 344,446.10




DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE

DIV 1-6

Response:

NAVIGATION COMPANY
DOCKET NO. 3762 - RE: 2011 ROE DEFICIENCY FILING

Please explain the difference between the deferred tax balance on
Schedule WEE-2 and the balance of deferred taxes calculated by the
Division in Docket No. 3762 (approximately $691,000 as of March 31,
2005).

Please see attached. The attached lead schedule provides a comparison of
the differences of the deferred tax balance between originally filed WEE-
2, the revised WEE-2 (which is attached) and Division position in Docket
No. 3762. One of the differences between the originally filed WEE-2 and
Division position in Docket No. 3762 is that the variance between Net
Book Value and Tax Basis has declined over time.

Another main differences between the originally filed WEE-2 and
Division position in Docket No. 3762 was that the Division used a tax rate
of 34% while the originally filed WEE-2 used a rate of 15%. When
establishing the deferred tax, the floor tax rate of 15% was used since both
FY 2006 & FY 2007 were running a net loss per book. In hindsight, it
appears that the tax rate of 34% would be more appropriate since this was
the rate utilized for the Federal Income Tax expense provided in
Commission order in Docket 3762.

As a result of this data request, I have revised Deferred Tax Schedules for
FY 2009 and FY 2010 and recalculated WEE-1 and WEE-2 to reflect the
impact of utilizing the 34% tax rate. All of these schedules mentioned
above are aftached to this response.

Prepared by: WEE



Compairison of Deferred Federal Income Tax
Between WEE-2 Division in Docket 3762
Interstate Navigation Company

@

Description of Asset/Liab As Filed by Division in Docket Per WEE-2 is originally filed Per WEE-2 revised
Rate Year FYE 2005 FYE 2010 FYE 2010
Tax Basis of plant $ 10,759,279 $ 10,251,128 $ 10,251,128
Book Value of planm 13,066,800 11,647,840 11,647,840
Depreciation {Liab) Net Book Value vs
Tax Basis (2,307,521) (1,396,712) (1,396,712)
Tax Rate 34% 15% 34%
(784,557} (209,507) (474,882)
Deferred Tax Debit
NOL - 321,297 : 321,297
Loan Amortization - 160,284 160,284
Deferred Regulatory Asset - - -
481,581 481,581
Tax Rate 34% 15% 34%
93,315 72,237.22 163,737.69
(691,242) {137,270y (311,144)
Year Preceding Rate Year FYE 2009 FYE 2009
Tax Basis of plant $ 11,648,093 $ 11,648,093
Book Value of plan 13,058,086 13,058,086
Depreciation (Liab) Net Book Value vs
Tax Basis (1,409,993) (1,409,903)
Tax Rate 15% 34%
(211,499} (479,398)
Deferred Tax Debit
NOL 8,095 8,095
Loan Amortization 224,601 224601
Deferred Regulatory Asset - -
232,696 232,696
Tax Rate 15% 34%
34,904 79,117
(176,594) (400,281)

Net Deferred Tax (2 year Average) $ (691,242) $ (156,932) $ (355,713)
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Schedule DJE-5

INTERSTATE NAVIGATION COMPANY

RETURN ON RATE BASE

Net ADIT — 691242

Company
Position  Adjusiments
Rate Year Average Net Utility Plant WEE-12 $11,112,116 73,787 (A)
Accumulated Deferred Income Taxes - (691,242) (B)
Net Rate Base 11,112,116 (617,455)
Rate of Return DJE6 8.09%  -0.38%
Return on Rate Base $ 839449 § (89,740)
Sources
(A) Homeland Security - Capital Additions 144,730 WEE-8
Homeland Security - Equipment 12,600 WEE-8
Depreciation ' (9,757) DJE-3, Page 3
Net Plant 147,574
Average for Rate Year 1/2 73787
(B) Book Value of Plant 5/31/2005 13,066,800 DGB-S
Tax Basis of Plant 5/31/2005 10,759,278 DIV 1-11, Page 7
Difference 2,307 521
Tax Rate 34% DJE-4
ADIT 784,557
Deferred Tax Debit Balance 83,315 DGB-6

,,d}t ViSia
/’905/ Feo 7

DO < /"-‘37!; 276

Division
Position

$11,185,903

(691,242)
10,494,661

71.72%

$ 800709



Fiscal Year Ended May 31, 2010 Revenue Deficiency

using a 5.5% ROE Floor

Interstate Navigation Company

Combined Revenues less Cash Operating Expenses

Depreciation and Amortization - per Books

Interest on Fast Ferry

Interest on Interstate Rale Base
Total Interest

Interest Income
Extraordinary items

Federal Tax (Deferred)
Interstate Profit/ (Loss) (Tradifional and Fast Ferry Combined) for FYE May 31st 2010

Add Back: Depreciation on Athena

Add Back: Amortization of other assets purchased from IHSF

Add Back: Amortization of 2006 Fast Ferry Profits 6/1/2002 - 12/31/2009
Add Back: Excess Homeland Securify Expenses

Deduct: Rate Case Expense 6/1/2009 - 12/31/2009

Deduct: Principal Paid on Athena and other assets purchased from IHSF

Adjusted Interstate Company Wide Profit

Income Requirement 5.5% ROE Floor

Shortfall

Gross Receipts Tax 1.25%

Revenue Deficiency

Calculation of Analyzed ROE 11% reduced to 5.5%

Return on equity at 11%

Return on equity at 5.5%

Income Tax
Income Requirement 5.5% ROE Floor

FY 2010

REVISED
Schedule WEE-1

$ 2,139,672 Per 2010 Annual Report (Page 6a)

1,552,690 Per 2010 Annuat Report (Page 6a)

389,228
370,461

759,689

(172,627)

168,000
94,167
71,118
39,085

(48,611)

(95,200)
55,932

(A) 199,541
(143,609)

(1,818)

$ (145,427)

See Schedule WEE-2

$ 276,940 See Schedule WEE-2

/2
138,470
61,071
(A 199,541



Calculation of an Average Rate Base and REVISED

Rate of Return for FY 2010 Schedule WEE-2
interstate Navigation Company
Description AVERAGE
Net Utility Plant $ 8,662,003
Additions:
Working Capital -
Inventory -
Prepaid Expenses -
Deductions:
Contributions in Aid -
Deferred Credits -
Deferred Taxes (355,713)
Net average Rate Year base $ 8,306,290

Ending Balance at

2009 2010

PPE Net Book Value $ 13,058,086 $ 11,647,840 Per 2010 Annual Report (Page 5)
High Speed Ferry (4,260,000) (4,200.000)
Acc Deprec High Speed Ferry 425,040 593,040
Net Utility Plant $ 97283126 $ 8,040,880 2 year average $ 8,662,003
Deferred Tax Asset $ - $ 44,227
Deferred Tax Liability {400,281 (355,371}

Net Deferred Taxes $ (400,281) $ (311144 2 year average §  (355,713)

Total Proforma Year Rate Base

$ 8,306,290

Weighted Retiun on Rate Base 7.79%
Return on Rate Base $ 647, 401

Weighted
Allocation of Net Utility Profit Factor

Interest 0.0446 57% xa § 370,461
Equity 0.0333 43% =xa 276,940
0.0779 100% 3 647401

Capital Structure and associated capital cost approved by Contmission in Docket 3762

Pecent of Cost Weighted
Total Raie Faclor
Interest 69.69% 6.40% 4.46%
Equity 30.31% 11.00% 3.33%
100.00% 7.779%




Deferred Federal Income Tax RECALCULATED

Interstate Navigation Company FOR 34%
5/31/09
Current Long Term
Description of Asset/Liab 2010 2011+ Totals
Depreciation (Asset) $ - $ - $ -
Depreciation {Liab) {294,304.79) (1,115,688.14) (1,409,992 .93)
NOL 8,095.38 - 8,095.38 _
Loan Amortization 64,316.71 160,284.39 224.601.10
Deferred Regulatory Asset - - -
Balance already
Deferred Barge Removal - - - netoftax

$ (221,89270) $§  (955,403.75) $ (1,177,296.45)

TAX (34% of the above Totals)
Current Long Term
2010 2011+ Totals

Depreciation (Asset) S

Depreciation (Liab}

NOL

Loan Amortization 76,36437

Deferred Regulatory Asset &

Deferred Barge Removal : L e
$ (7544352) § (324,837.28) $  (400,280.79)

Deferred
Income Tax
Liability

Per 2010 Annual Report
(Page 5a}



Deferred Federal Income Tax
Interstate Navigation Company

RECALCULATED

Totals

5/31/10
Current Long Term
Description of Asset/Liab 2011 2012+
Depreciation (Asset) $ - $ -
Depreciation (Liab) (255,535.43) (1,141,176.33)
NOL 321,297.04 -
Loan Amortization 64,316.71 95,967.69

Def. Reg. Asset (Rate Case) - -

Deferred Barge Removal - ' -

(1,396,711.76)

321,297.04

160,284.40

§ 13007832 § (1,045,08.64)

TAX (34% of the above Totals)
Current . Long Term

2011 2012+

Depreciation (Asset)
Depreciation {Liab)

NOL

Loan Amortization

Deferred Regulatory Asset

- 32,629.01

$  (915,130.32)

Deferred Barge Removal R
$  44226.63 $ (355,370.94)
Deferred Deferred
Income Tax Income Tax
Asset Liability

$  GILI

44.

FOR 34%

Balance already
net of tax




DIVISION’S FIRST SET OF DATA REQUESTS DIRECTED TO INTERSTATE
NAVIGATION COMPANY

L Yo a |

DIV 1-7 Please provide documentation supporting the establishment of the balance
accumulated deferred income taxes as of May 31, 2007, as specitfied in
Section IV.D.2 of the Settlement in Docket No. 3762.

Response: Please see attached. The summary analysis of deferred tax for fiscal years
2006, 2007 & 2008 at the 15% tax rate are attached. The summary analysis
of deferred tax for fiscal years 2009 & 2010 at the 15% tax rate have been
attached to the response to Division 1-5.

Prepared by: WEE



Deferred Federal Income Tax

Interstate Navigation Company

5/31/08

Current Long Term
Description of Asset/Liab 2009 2010+ Totals
Depreciation (Asset) $ - $ - $ -
Depreciation (Liab) (352,204.89) (1,522,733.87) (1,874,938.76)
NOL - - -
Loan Amortization 64,316.71 224,601.09 288,917.80
Deferred Regulatory Asset (30,660.00) - 3 0,660?00)
. — Balance already
Deferred Barge Removal - ' - - netoftax '

$ (318,548.18)  § (1,298,132.78)

$ (1,616,680.96)

TAX (15% of the above Totals)

Current

Long Term
2010+

2009

Depreciation (Asset)
Depreciation (Liab) .
NOL

Loan Amortization

Deferred Regulatory Asset

Deferred Barge Removal

$ (4778223) $_

(194,719.92)

$  (242,502.14)

Deferred
Income Tax
Liability

Per 2010 Annual Report
(Page 5a)



Deferred Federal Income Tax
Interstate Navigation Company

5/31/07
Current Long Term
Description of Asset/Liab 2008 2009+ Totals
Depreciation (Asset) $ - $ - $ -
Depreciation (Liab) (104,651.90) (1,665,767.83) (1,770,419.73)
NOL - 750,418.00 750,418.00
Loan Amortization 61,405.98 291,828.53 353,234.51
Deferred Regulatory Asset (83,333.00) (30,660.00) (113,993.00)
Balance already
Deferred Barge Removal - - - netoftax

S (126,578.92) $ (654,18130) $ (780,760.22)

TAX (15% of the above Totals)
Current _ Long Term
2008 2000+

Depreciation (Asset) 5

Depreciation (Liab)

NOL 11256270
Loan Amortization 52198518
Deferred Regulatory Asset

Deferred Barge Removal o
$ (18,986.84) $  (98,127.20)

$ (117,114.03)
Deferred

Income Tax
Liability

Per 2010 Annual
Report (Page 5a)



Deferred Federal Income Tax
Interstate Navigation Company

5/31/06

Current Long Term
Description of Asset/Liab 2007 2008+ Totals
Depreciation {Asset) $ - $ - $ -
Depreciation {Liab) (136,474.58) (1,764,107.73) (1,900,582.31)
NOL - 567,672.00 567,672.00
Loan Amortization 58,123.66 304,586.35 362,710.01
Deferred Regulatory Asset - - - -

Deferred Barge Removal - -

Balance already
- netoftax

$ (78,350.92) $ (891,849.38)

$  (970,200.30)

TAX (15% of the above Totals)
Current
2007

Depreciation {Asset)
Depreciation (Liab)
NOL

Loan Amortizatiqn

Deferred Regulatory Asset =

Deferred Barge Removal

S (1,75264) 8 (133.777.41)

$ (145,530.05)

Deferred
Income Tax
Liability

Per 2010 Annual
Report (Page 5a)



