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APPLICATION 

WAI'OLA O MOLOKA'I, INC., a Hawaii corporation ("WOM" or "Applicant"), 

pursuant to Hawaii Revised Statutes ("HRS") § 269-16, as amended, Hawaii 

Administrative Rules ("HAR") Title 6, Chapter 61, and Order Paragraph 8 (Part III, 

subpart 8) of the Hawaii Public Utilities Commission's ("Commission") Order Approving 

Temporary Rate Relief for Molokai Public Utilities, Inc. ("MPU") and WOM ("Temporary 

Rate Order")\ issued in Docket No. 2008-0115 on August 14, 2008, hereby submits 

this application ("Application") requesting that the Commission: 

1. Determine this Application to be complete, pursuant to HRS § 269-16(f), 

as amended, and HAR § 6-61-88; 

^ Pursuant to Ordering Paragraph 8 (Part 111, subpart 8) of the Temporary Rate Order, the Commission 
directed MPU and WOIVI to file an application or applications for a general rate increase within six months of the date 
of the Temporary Rate Order, if a third party is not found to take over the Utilities (as that term is defined in the 
Temporary Rate Order and infra in footnote 2). Because the Temporary Rate Order is dated August 14, 2008, the 
six-month period ended on February 17, 2009. On February 12, 2009, before expiration of the six-month period, 
MPU and WOM jointly filed a letter with the Commission requesting an extension of the February 17, 2009 deadline 
to March 2, 2009. By its Order Approving Extension of Temporary Rate Relief and Request for an Extension to File 
General Rate Case Applications ("Order Approving Extension"), filed February 28, 2009 in Docket No. 2008-0115, 
the Commission granted the joint request and approved an extension of the six-month period until March 2, 2009. 
As such, this Application is timely filed. 



2. Conduct a public hearing on the island of Molokai to consider this 

Application in accordance with HRS § 269-12, HRS § 269-16, and HAR § 6-61-30; 

3. Find that Applicant's present rates and charges for its water customers 

are unjust and unreasonable and will not allow Applicant to recover all of its reasonably 

incurred expenses nor allow Applicant to earn a return on its prudently incurred 

investments in utility property; 

4. Approve, pursuant to HRS § 269-16, the proposed increase in Applicant's 

rates and charges as set forth in Exhibit WOM 5, and authorize Applicant to put into 

effect the proposed rates and charges after the date of authorization by the 

Commission; 

5. Conduct this proceeding via the expedited 6-month process for review of 

small public utilities, pursuant to HRS § 269-16(f), as amended, and complete its 

deliberations and issue a proposed decision and order within six (6) months following 

the filing of a completed Application, pursuant to HRS § 269-16(f)(3), as amended; 

6. Approve the proposed request to establish an Automatic Power Cost 

Adjustment Clause as proposed by Applicant in this proceeding; 

7. Approve the proposed amendment to Rule 20 of Applicant's Rules and 

Regulations (hereinafter referred to collectively as either "Tariff' or "Rules and 

Regulations") to increase its reconnection fee to $100.00; and 

8. Grant such other relief as may be just and reasonable under the 

circumstances. 
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In support of this Application, Applicant provides the following information: 

COMMUNICATIONS REGARDING THIS APPLICATION 

All pleadings, correspondence and communications regarding this Application 

should be addressed as follows: 

MR. PETER A. NICHOLAS 
Wai'ola O Moloka'i, Inc. 
c/o Molokai Properties Limited 
745 Fort Street Mall, Suite 600 
Honolulu, Hawaii 96813 

Copies of all pleadings, correspondence and communications regarding this 

Application should also be sent to Applicant's counsel as follows: 

MICHAEL H. LAU, ESQ. 
YVONNE Y. IZU, ESQ. 
SANDRA L. WILHIDE, ESQ. 
Morihara Lau & Fong LLP 
841 Bishop Street 
Suite 400 
Honolulu, Hawaii 96813 

II. 

DESCRIPTION AND BACKGROUND OF APPLICANT 

WOM is a Hawaii corporation whose business address is 745 Fort Street Mall, 

Suite 600, Honolulu, Hawaii 96813.^ WOM is a public utility authorized to provide water 

utility services to residential, commercial and agricultural customers, pursuant to 

Decision and Order No. 12125, filed on January 13, 1993, in Docket No. 7122. 

^ WOM is one of three affiliated entities under common ownership by Molokai Properties Limited ("MPL") 
The other two entities are MPU and MOSCO, Inc. ("Mosco"). WOM, MPU, and Mosco are hereinafter collectively 
referred to as "Utilities." 
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WOM currently provides water utility service to businesses, residences, churches 

and Maui County parks located in Maunaloa, Kualapuu, Kipu, Manawainui, and the 

Molokai Industrial Park areas on the island of Molokai. A map of Applicant's existing 

service territory is found in Exhibit A of its Rules and Regulations. Additional 

information relating to Applicant's water utility service is further described in the 

testimony of Applicant's consultant, Mr. Robert L. O'Brien. See Exhibit WOM-T-100; 

see also Exhibit WOM 1. 

Applicant provides service to its customers at current base rates, other than its 

water consumption rate, approved by the Commission pursuant to Decision and Order 

No. 12125, issued on July 13, 1993 in Docket No. 7122. Applicant's current water 

consumption rate was approved by the Commission as a temporary rate effective as of 

September 1, 2009, pursuant to the Temporary Rate Order, issued on August 14, 2008, 

in Docket No. 2008-0115.^ 

^ When MPL announced in March 2008 that it would cease all current business operations on Molokai, it 
informed the Commission that MPL would no longer be able to subsidize WOM and MPU, both of which had incurred 
substantial losses in 2007. Although the Utilities had hoped that a third party would be interested in taking over the 
Utilities, none was immediately forthcoming. To address the Utilities' financial inability to continue utility services, the 
Commission initiated, sua sponte, a proceeding to provide temporary rate relief to the Utilities. See Order Instituting 
a Proceeding to Provide Temporary Rate Relief to Molokai Public Utilities, Inc., Wai'ola O Moloka'i, Inc., and 
MOSCO, Inc., issued June 16, 2008 in Docket No. 2008-0115. 

As a result of the proceeding, the Commission issued the Temporary Rate Order, which, among other 
things, approved temporary rate increase for WOM and MRU's water consumption charges. Pursuant to Ordering 
Paragraph 1 (Part III, subpart I) of the Temporary Rate Order, the Commission approved a temporary rate increase 
for WOM from $1.85 per 1,000 gallons to $5.15 per 1,000 gallons. Further, the Commission ordered that the 
temporary rate increases be effective from September 1, 2008 for a period of six months, terminating on February 
28, 2009. See Temporary Rate Order at 19. Within this six-month period, the Commission anticipated that either a 
third-party would be found to take over the Utilities' systems or that the Utilities would file an application(s) for a 
general rate increase. See jd, at 20. To date, a third-party successor to the Utilities' systems has not been found. 

On October 29, 2008, the Utilities jointly filed a Motion to Extend Order Approving Temporary Rate Relief 
("Motion") in Docket No. 2008-0115, requesting that the temporary rate increases for WOM and MPU be extended 
from February 28, 2009 for an additional six months, or such time as may be necessary for the Utilities to obtain 
Commission approval of general rate increase application(s). The Commission granted the Utilities' Motion on 
February 24, 2009, and in Ordering Paragraph 2 (Part III, subpart 2) ordered that "the temporary rates approved in 
the Temporary Rate Order shall be extended until August 2009, or until the [Cjommission rules on the general rate 
case applications to be filed by the Utilities." Order Approving Extension at 7. 
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Hi. 

BACKGROUND AND DESCRIPTION OF RATE RELIEF REQUESTED 

A. Rate Relief Requested 

In accordance with HAR §6-61-88(3), Applicant seeks the review and approval of 

the Commission for a July 1, 2009 through June 30, 2010 test year ("2009-2010 test 

year") net revenue increase of $308,781. See Exhibit WOM 6 (line 7, column 2). This 

amounts to an approximate 106.97% increase from the pro forma revenue amount of 

$288,660 at present rates for the 2009-2010 test year, as shown on Exhibit WOM 6 

(line 7, column 1) attached hereto and as further described in Mr. O'Brien's testimony 

(see Exhibit WOM-T-100). If approved, the proposed revenue increase will provide 

Applicant with an approximately 2.0% rate of return on its prudently installed plant and 

on its prudently incurred system improvements, as shown on Exhibit WOM 6 (line 33, 

column 3). 

B. Justification for Rate Relief Requested 

Applicant's current rates do not now and will not in the foreseeable future 

produce sufficient revenues to allow it to recover its prudently incurred expenses and 

earn a fair return on its prudently incurred investments. At present rates, Applicant 

projects a 2009-2010 test year net operating loss of $162,846 and a negative 11.63% 

rate of return on an average rate base of $1,399,699. See Exhibits WOM 6 and 

WOM 9. The instant rate case is designed to eliminate these current ongoing losses 

and to allow Applicant to earn a small return on its prudently incurred investments in 

utility assets providing service to its customers. As described in Mr. O'Brien's testimony 

(Exhibit WOM-T-100), Applicant has based its revenue increase request on a rate of 



return of 2.00 percent in recognition of the impact of a fair return on its investment on its 

customers at this time. Moreover, to minimize the "rate shock" to customers from the 

proposed increase. Applicant is proposing a two stage phase-in of the new rates and 

charges. 

As further described in Mr. O'Brien's testimony (Exhibit WOM-T-100), though this 

Application, Applicant is seeking to: (1) increase its rates and charges for its water 

service; (2) establish an Automatic Power Cost Adjustment Clause ("APCAC"), which 

permits adjustment for electric costs during the year; and (3) amend Rule 20 of its 

Rules and Regulations to increase its reconnection charge. 

IV. 

FILING AND NOTICE OF INTENT REQUIREMENTS 

In In re Kaupulehu Water Company. Docket No. 05-0124, Order No. 21906 

(July 1, 2005) ("Order No. 21906"), the Commission declared that "HRS § 269-16(f) and 

HAR § 6-61-88 apply to public utilities that have annual gross revenues of less than 

$2 million, rather than on a public utility's pro forma or proposed revenues stated in its 

general rate case application." See Order No. 21906 at 9 (emphasis in original). In this 

Application, WOM's unaudited financial statements (Exhibit WOM 2, Schedule 4) for 

the fiscal year ending June 30, 2008 set forth WOM's annual gross revenues for 2008, 

which is the most recent calendar year upon which to calculate WOM's annual gross 

revenues. WOM's unaudited financial statements indicate that WOM's annual gross 

revenues for the fiscal year ending 2008 was $122,309 (Exhibit WOM 2, Schedule 4, 
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page 2, line 8, column 4), which is approximately $1.87 million below the $2 million 

threshold set forth in HRS § 269-16(f), as amended, and HAR Chapter 61, 

Subchapter 8. Thus, the filing requirements of HAR § 6-61-88 (i.e., utilities with annual 

gross revenues of less than $2 million) apply to this Application, and no notice of intent 

is required to be filed, pursuant to HAR § 6-61-85(a). 

V. 

PRESENT AND PROPOSED RATES AND CHARGES 

As more fully described in Exhibits WOM 4, WOM 5, and WOM 6 of this 

Application, if Applicant's request for a rate increase is approved, the following rates 

and charges would increase as follows and would generate an additional $308,781 in 

annual revenues, pro forma for the test year ended June 30, 2010. In recognition that 

the proposed increases in these rates and charges could result in "rate shock" to certain 

classes of customers. Applicant proposes a two stage phase-in of the proposed 

increases to its rates and charges to mitigate or reduce any potential "rate shock" to its 

customers. 

Pursuant to HAR § 6-61-88, the following is a comparison of the present rates 

and charges to Applicant's customers, and the proposed rates and charges to be 

applied as part of the two stage phase-in implementation process: 
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User Charge per 1000 gallons 
Deposit 
Service Charge - Meter Reading 

5/8"+ 
3/4" 
1" 
1-1/2" 
2" 
3" 
4" 
6" 
8" 

Tap-in-Charge per connection: 
Single Family Unit 
Multi Family Unit 
Commercial - meter size 

5/8" 
3/4" 
1" 
1-1/2" 
2" 
3" 
4" 
6" 
8" 

Agriculture - meter size 
5/8" 
3/4" 
1" 
1-1/2" 
2" 
3" 
4" 
6" 
8" 

Private Fire Protection Charges 
Per Hydrant 
Per Standpipe 
Others: Per in diameter of feeder 
main 

Reconnection Charge 
Inspection Charge 
Late Charge 
Dishonored Check Fee 
Penalty 

Present 
Rate/Charge 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

5.15* 
50.00 

5.00 
5.00 

10.00 
10.00 
25.00 
50.00 
75.00 

150.00 
250.00 

100.00 
100.00 

600.00 
900.00 

2,000.00 
4,000.00 
8,000.00 
16,000.00 

$ 40,000.00 
$ 65,000.00 
$ 

$ 
$ 
$ 
$ 
$ 

150,000.00 

500.00 
800.00 

1,500.00 
3,000.00 
5,000.00 

$10,000.00 
$20,000.00 
$35,000.00 
$70,000.00 

$ 
$ 
$ 

$ 
$ 

1% 
$ 
$ 

3.50 
2.50 
2.50 

50.00 
30.00 

per month 
10.00 

500.00 

Phase 1 
Proposed 

Ra 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

ite/Charge 

7.76 
50.00 

8.00 
8.00 

15.00 
15.00 
38.00 
75.00 

113.00 
226.00 
377.00 

100.00 
100.00 

600.00 
900.00 

2,000.00 
4,000.00 
8,000.00 
16,000.00 

$ 40,000.00 
$ 65,000.00 
$ 

$ 
$ 
$ 
$ 
$ 

150,000.00 

500.00 
800.00 

1,500.00 
3,000.00 
6,000.00 

$10,000.00 
$20,000.00 
$35,000.00 
$70,000.00 

$ 
$ 
$ 

$ 
$ 

1% 
$ 
$ 

5.30 
3.80 
3.80 

100.00 
30.00 

per month 
10.00 

500.00 

R. 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 

Phase II 
Proposed 
ate/Charge 

10.69 
50.00 

10.00 
10.00 
21.00 
21.00 
52.00 

102.00 
127.00 
254.00 
517.00 

100.00 
100.00 

600.00 
900.00 

2,000.00 
4,000.00 
8,000.00 
16,000.00 

$ 40,000.00 
$ 65,000.00 
$ 

$ 
$ 
$ 
$ 
$ 

150,000.00 

500.00 
800.00 

1,500.00 
3,000.00 
5,000.00 

$10,000.00 
$20,000.00 
$35,000.00 
$70,000.00 

$ 
$ 
$ 

$ 
$ 
1% 
$ 
$ 

7.20 
5.20 
5.20 

100.00 
30.00 

) per month 
10.00 

500.00 
* As discussed more fully in footnote 3, pursuant to the Temporary Rate Order and the Order Approving Extension 
consumption charge of $1.85 per 1,000 gallons was ; temporarily increased to $5.15 per 1,000 gallons. 

Total 
Percent 
Increase 
107.6% 

0% 

100% 
100% 
110% 
110% 
108% 
104% 

69.3% 
69.3% 

106.8% 

0% 
0% 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

105.7% 
108% 
108% 

100% 
0% 
0% 
0% 
0% 

1, the 
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