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INFORMATIONAL BRIEFING: Docket No. 2009-0059, In re Application of Pasha Hawaii
Transport Lines LLC for Issuance of a Certificate of Public Convenience and Necessity and
Approval of its Local Tariff No. 1 for Service Between and Among the Ports of Honolulu,
Kahului, Hilo and Nawiliwili.

Chair Baker and Members of the Committee:

Aloha, my name is Carlito Caliboso. | am the chairman of the Hawaii Public Utilities
Commission (“Commission”).

Preface:

This informational briefing is being held to discuss Pasha Hawaii Transport Lines LLC's
(“Pasha”) application for a Certificate of Public Convenience and Necessity, Docket No. 2009-
0059.

The Commission issued its Interim Decision and Order on September 20, 2010. On October
4" YB filed a motion to reconsider and stay the Commission’s Interim Decision and Order. On
December 1, 2010, the Commission denied YB’s motion.

Since this is an open docket and a quasi-judicial proceeding before the Commission, | am not
able to comment on any specific issue related to the docket. | can, however, provide a brief
summary of Pasha’s application and the Interim Decision and Order, and explain what will be
the next procedural steps in this matter.

Summary of Pasha’s Application for a CPCN

e On March 13, 2009, Pasha filed an application for the issuance of a Certificate of Public
Convenience and Necessity (“CPCN”) to operate as a water carrier of property between
and among the islands of Oahu, Maui, Hawaii, and Kauai, and for approval of its
proposed Local Tariff No. 1.

e According to the information presented in Pasha’s application, Pasha is a California
limited liability company, formed in December 1999. It is currently owned by The Pasha
Group, a family-owned, privately held company, and Hawaii Ship Management, LLC
(formerly Van Ommeren Shipping (USA) LLC).

e Since March of 2005, Pasha has operated a roll-on/roll off (“RO/RQ") car and truck liner
service between San Diego, California and the islands of O‘ahu, Maui, Hawai‘i, and
Kaua'i.
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e Pasha operates the M/V Jean Anne on a fortnightly service schedule (i.e., every 14
days) with a standard vessel rotation of San Diego/Honolulu/Kahului/Hilo/San Diego.
Vessel calls have also been made at Nawiliwili, Kaua'i, and Pearl Harbor and Barbers
Point on O‘ahu in response to a customer’s request.

e Pasha is now seeking to expand its existing interstate operations to include intrastate
water carrier service. As described in its Application, Pasha proposes to provide inter-
island water transportation service for heavy commercial and military truck/trailer
equipment, tracked vehicles, buses, automotive/recreational vehicles and other general
cargoes, excluding passengers, livestock, and refrigerated cargoes.

e Pasha plans to provide regular fortnightly intrastate service to Honolulu, Hilo, and
Kahului.

e Pasha is also proposing to make calls at Nawiliwili, Barbers Point, and Pearl Harbor
upon customer request.

e Pasha does not intend to serve the islands of Moloka'i and Lana'‘i since the harbor
dimensions cannot accommodate the size of the M/V Jean Anne.

Summary of Interim D&O:

e On September 20, 2010, the Commission issued an Interim Decision and Order,
authorizing Pasha to operate as a water carrier of property between and among the
ports of Honolulu, Kahului, and Hilo, and to Nawiliwili, Barbers Point, and Pearl Harbor
upon customer request, on an interim basis through December 31, 2013.

e Pasha’'s CPCN is limited to the scope of service set forth in the Application -- the use of
only one vessel, the M/V Jean Anne, to be operated on a fortnightly service schedule
between and among the ports of Honolulu, Kahului, and Hilo.

e As part of its 14 day regular sailing schedule, the M/V Jean Anne will go from San Diego
to Honolulu to Kahului to Hilo and then return to San Diego. Therefore, with respect to its
intrastate service, Pasha will be stopping at each of three Hawaii ports once every
fourteen days.

e Under the Interim Decision and Order, Pasha is also authorized to make calls to
Nawiliwili, Barbers Point, and Pearl Harbor, but only upon customer request.

e As explained in the Interim Decision and Order, the Commission determined that
Pasha’s proposed intrastate operations would:

< foster competition in the intrastate shipping industry;

< provide consumers with a choice of intrastate water carriers; and
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< minimize any potential harm or inconvenience to the public if existing services were
disrupted

e Based on the evidence presented in the record, the Commission concluded that there
appears to be a “public need” for a second carrier.

e The Commission also determined that there was no specific, verifiable evidence in the
record that Pasha’s proposed service will detrimentally harm the public or other
intrastate water carriers.

e The Commission recognizes the concern that certain customers and neighbor island
communities could potentially be negatively affected by Pasha’s entry into the market.

Businesses, farmers, and consumers that rely solely on YB for their shipping needs have
expressed serious concerns that YB’s services will be reduced or terminated, or that
YB'’s rates will be increased as a result of Pasha’s entry.

e The reality, however, is that YB may not unilaterally terminate service or increase its
rates — it must first obtain Commission approval via an application for a rate increase or
a modification of its tariff.

e Furthermore, certain lines of service offered by YB have long been subsidized by YB's
more profitable routes, which means that certain customers are paying less than what it
actually costs YB to provide them service. In the last two rate cases filed by YB,
Dockets No. 2006-0396 and 2008-0266, YB and the Consumer Advocate agreed that
the rates for specific lines of service would be gradually adjusted over time to become
more compensatory, i.e. closer to a cost-based level. Therefore, regardless of Pasha’'s
entry, YB’s rates for certain lines of service were always expected to become more
compensatory.

e Although the Commission acknowledges the concerns expressed by some of YB's
existing customers, it is important to note that the Commission’s decision is merely an
interim decision. It is not final.

e The Interim Decision and Order will allow all Parties (including YB) the opportunity to
conduct further discovery and present additional evidence for the Commission’s
consideration.

e During its interim period of operations, Pasha will also be subject to regular reporting
requirements including:
1. Monthly financial and statistical reports
2. Annual financial and statistical reports
3. Annual cost of service studies, as well as
4. A summary of its first 2 years of operations (i.e. Second Year Reports, which is a
summary of its actual revenues, expenses and cargo volume statistics from initial
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date of intrastate operations through Dec. 31, 2012, along with an updated economic
analysis of Hawaii market and forecast of demand for inter-island shipping through
2017)

e These reports will enable the Commission and the Consumer Advocate to obtain actual
intrastate revenue, cargo volume and cost support data, and evaluate the impact of
Pasha’s service on the State’s inter-island shipping industry and the public interest.

e The Interim Decision and Order allows the parties to submit supplemental comments,
expert testimony, and other evidence to the commission for consideration. After parties
submit additional briefings, the Commission will then carefully review all of the evidence
in the record and make a final decision.

¢ Instead of basing its decision on theoretical projections and assumptions that may not be
reasonable, the Commission believes that the better approach in this particular instance
is to allow Pasha to operate on an interim basis and use the resulting information and
data to make a more informed final decision.

o If there is any merit to YB’s claims that its existing intrastate services would be unduly
harmed, then the Commission will consider such evidence and determine whether or not
such adverse impacts outweigh any benefits that Pasha's service may offer to the
general public.

e The Interim Decision and Order also clearly specifies that if, at any time, the
Commission determines that Pasha’s intrastate service results in undue harm to YB's
existing services or to the public interest, the Commission can step in and impose
additional conditions on Pasha’s CPCN, or revoke Pasha’s interim authority to operate
altogether.

e Thus, the Interim Decision and Order has built-in safeguards to ensure that the public
will not be adversely harmed during Pasha’s interim service.
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Docket Summary:

March 13, 2009 Pasha filed Application for a CPCN

April 7, 2009 Protective Order issued

April 27, 2009 YB files a motion to intervene

May 28, 2009 YB granted intervenor status

July 31, 2009 YB filed a Motion to Clarify or Modify the Stipulated for Protective
Order filed on April 7, 2009 to Include YB as a “Qualified Person”

August 7, 2009 Pasha files its Opposition to YB’s Motion to Clarify

September 15, 2009 Commission denies YB’s Motion to Clarify

September 28, 2009 YB files a Motion to Reconsider or Clarify the Order Denying YB's

Motion to Clarify

September 4 thru Discovery
October 22, 2009

October 9, 2009 Consumer Advocate and YB files their SOPs

November 10, 2009 Commission denies YB’s Motion for Reconsideration

November 23, 2009 Pasha files its Reply SOP

December 4, 2009 YB files a Motion to Compel Pasha to provide responses to

information requests

December 11, 2009 Pasha files its opposition to YB’s Motion to Compel
December 15, 2009 Consumer Advocate files its Supplemental SOP
September 20, 2010 Commission issues its Interim Decision and Order and

Order Denying YB’s Motion to Compel
October 4, 2010 YB files its Motion for Reconsideration and Stay

December 1, 2010 Commission denies YB’s Motion for Reconsideration and Stay
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Proposed Procedural Steps:*

December 2010

Dec/Jan 2010 — Dec 2013

January 31, 2013

January 31, 2013

Feb — April, 2013

March 1, 2013

May — June 2013

Nov or Dec 2013

Pasha’s final tariff needs to be filed with the Commission before it
can begin interim operations

Pasha is required to submit its regular reporting requirements

during its period of interim operations (i.e., monthly and annual

AFRs, annual cost of service studies)

e Monthly financial and statistical reports

¢ Annual financial and statistical reports (due March 31 for
preceding calendar year)

e Annual cost of service studies (due January 31 for the
preceding calendar year)

During this period of time, additional discovery regarding Pasha’s
monthly and annual financial and statistical reports and cost of
service studies may be conducted.

At any time, the Consumer Advocate may also submit comments
in response to various reports submitted by Pasha. If, at any time,
the Consumer Advocate determines that Pasha’s intrastate
service is causing undue harm on YB’s existing services and/or
the public interest, the Consumer Advocate may file a report
summarizing its analysis and recommendations with the
Commission.

Pasha’s Second Year Reports are due

YB’s supplemental comments, expert testimony and other
evidence regarding its claim of adverse impact are due

Additional discovery amongst the parties

Consumer Advocate’s supplemental comments, expert testimony
and other evidence to the Commission regarding Pasha’s service
and whether there are any adverse impacts to YB or the general
public

Supplemental briefing by the parties

Final decision and order

'See Young Brothers, Limited and the Consumer Advocate’s Proposed Stipulated

Amended Procedural Order,

filed on October 4, 2010. See also Pasha’'s Proposed Amended

Procedural Schedule, October 4, 2010. The commission is presently reviewing the proposed
amended procedural schedule and will issue an amended procedural order shortly.
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INFORMATIONAL BRIEFING - RELATING TO HAWAII PUBLIC UTILITIES
COMMISSION INTERIM DECISION AND ORDER ON SEPTEMBER 20, 2010 IN
DOCKET NO. 2009-0059

DESCRIPTION:

The current status of the proceeding within which Pasha Hawaii Transport Lines
LLC (“Pasha”) is seeking Hawaii Public Utilities Commission (“Commission”) approval of
its Certificate of Public Convenience and Necessity (“CPCN”) to operate as a water
carrier of property between and among the ports of Honolulu, Kahului, Hilo, Nawiliwili,
Barbers Point and Pearl Harbor is that the Commission has issued an Interim Decision
and Order. In this Interim Decision and Order, the Commission has approved Pasha'’s
ability to operate as an interisland water carrier, but with a provisional CPCN until 2013
to allow data to be collected to address certain issues that are still outstanding. There
are, however, continuing questions being raised by the current certificated carrier,
Young Brothers, Limited, (“YB”) and some of YB’s customers.

COMMENTS:
The Division of Consumer Advocacy (“Consumer Advocate”) offers a brief

summary of its actions in this proceeding.
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By way of background, the Consumer Advocate is tasked with representing,
protecting and advancing the interests of customers of utility and transportation services
regulated by the Commission. It is often asserted that one of the purposes of regulation
is supposed to simulate the presence of competitive forces, since in situations where
there is a monopoly provider, competition is not possible.

Therefore, as part of its duties, the Consumer Advocate participated in the
process of evaluating the application filed by Pasha and whether its request was
reasonable. YB filed a motion to intervene, which was granted by the Commission,
since YB was raising concerns about the impact of Pasha’s entry into the interisland
market. In this application, since there was an already existing provider of interisland
water carrier services, the Consumer Advocate not only analyzed the normal issues of
the applicant’s fitness, willingness and ability, but also sought to analyze the issues of
whether there was credible evidence to support YB’s claims regarding significant
adverse impacts that would not be offset by the benefits of allowing another carrier to
enter the market. The Consumer Advocate filed a number of information requests and,
although lacking the necessary Information Request (“IR”) responses from both YB and
Pasha, the Consumer Advocate filed its Statement of Position (“SOP”) on October 9,
2009, in order to comply with the Commission’s procedural schedule. In its SOP, the
Consumer Advocate took the position that it did not object to Pasha’s application,
unless YB could provide a substantive, objective analysis that quantified and supported
claims regarding adverse effects on the public interest since, in general, it has been the
policy of the state to support actual competition, such as was allowed in the wireline and
wireless telecommunications markets. The Consumer Advocate cautioned the
Commission regarding a lack of evidence in the record from both the applicant and YB
regarding the issues in this proceeding. With the limited information available at the
time, it did not appear that Pasha would significantly affect YB’s market share and the
impact would be minimal.

Following the filing of the Consumer Advocate’s SOP, the responses to
information requests were filed by YB and Pasha. In those responses, YB provided its
guantification of the potential losses it might experience should Pasha be granted the
CPCN. While not supported by substantive analysis and evidence, the Consumer
Advocate considered YB’s assertions regarding the potential impact and, on
November 17, 2009, made a request to the Commission to file a Supplemental SOP in
order to incorporate the information provided in the responses filed by Pasha and YB.
The Commission granted this request

Thus, on December 15, 2009, the Consumer Advocate filed its Supplemental
SOP with the Commission, recommending that Pasha’s application be denied. To
summarize the 24-page supplemental SOP, the Consumer Advocate’s position is that
there is a continued lack of substantive evidence presented by both YB and Pasha.
Generally, in most CPCN applications where there is no existing provider, the lack of
evidence is anticipated since there is no operating history on the part of the applicant.
In this instance, there is a higher expectation because of the existing provider and the
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fact that the applicant has been providing interstate services for some time. The lack of
evidence did not allow the Consumer Advocate to conduct meaningful analysis of
whether the benefits of allowing Pasha to operate in the interisland shipping market
would outweigh the possible impact on YB. Thus, there was uncertainty surrounding
the impact to consumers, including subsidized customers on Molokai and Lanai,
agricultural shippers, and users of less than container load (“LCL") service. As
articulated in its Supplemental SOP, the Consumer Advocate’s view is that YB's
assumptions and estimates are overstated and we continue to await in-depth analysis
and support to see how they determined their projected losses. On the other hand,
Pasha has not offered much to help determine how much their proposed service will
impact the market as well as whether their proposed rates are cost based. Even if YB's
estimates are overstated, it is necessary to still consider the possible impact to
consumers, and that uncertainty, among other things, questions whether Pasha'’s
proposed service is in the public interest.

The Commission ultimately approved the application in the interim decision and
order. Given YB’s claims regarding the potential impact, the record in this proceeding
should have evidence supporting it. The allowance of Pasha into the market on an
interim basis does provide an opportunity for both Pasha and YB to collect actual data
on how the two carriers will co-exist. The Commission has reserved the right to
terminate Pasha’s interisland service if it results in significant adverse effects on existing
services or the public interest, which should mitigate possible negative effects from the
decision.

Pursuant to the governing statutory language and Commission’s rules, a carrier
will not be able to change rates, such as increasing rates to agricultural shippers, nor
change its sailing schedules and routes, including terminating services to any customer
class or island, without Commission approval. This applies to both Pasha and YB.
Thus, YB would not be able to unilaterally determine that it wishes to change its rates
and collect more from a particular customer class nor change its sailing schedules.
Thus, customers’ interests are not left unprotected. Assuming that Pasha is allowed to
provide intrastate services under the conditional interim authority granted, the
Consumer Advocate will be waiting to see what data is collected by both Pasha and YB
to support the analysis of the impact of Pasha’s entry, as compared to, say, the impact
of the current economic conditions on YB’s operations.

Thank you for this opportunity to provide this presentation.
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Chairman Baker and Members of the Committee:

My name is Bruce Nakamura and I am one of the attorneys representing Pasha
Hawaii Transport Lines LLC in this matter.

As this Committee is aware, in March 2009, Pasha Hawaii Transport Lines LL.C
filed an application in the Public Utilities Commission for the State of Hawaii for a
Certificate of Public Convenience and Necessity to perform intrastate water carrier
services in the State of Hawaii. Pasha Hawaii’s proposed service would be limited to
certain types of roll on roll off cargo, and would run once every two weeks in a single
direction originating from Oahu.

As this Committee may be aware, in September of 2010 the PUC issued its
Interim Decision and Order which granted Pasha Hawaii an interim license through
December 31, 2010 to carry intrastate cargo. Intervenor Young Brothers, Limited filed a
Motion for Reconsideration of that Interim Decision and Order and a Motion for Stay of
Enforcement of the Interim Decision and Order. The PUC denied YB’s Motion
yesterday. Pasha Hawaii is waiting for the PUC’s authorization to commence its

intrastate water carrier service, as directed by the PUC in its Interim Order and Decision,

and therefore this matter still remains pending before the PUC.
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As such, for purposes of this legislative briefing, I am able to address the history
of the proceedings in Pasha Hawaii’s license application. Ibelieve that the history of
those proceedings is relevant to this briefing. However, because the PUC has jurisdiction
over Pasha Hawaii’s license application that is still pending before the PUC, Pasha
Hawaii respectfully submits that it cannot address the merits of its license application in
this forum.

Pasha Hawaii assures this Committee that these PUC proceedings have been
lengthy and thorough, and the evidentiary record is voluminous. Pasha Hawaii filed its
application with the PUC in March of 2009 and over 19 months later, the matter still
remains pending. Pasha Hawaii, the State Consumer Advocate and YB were permitted to
ask each other informational requests in writing. Pasha Hawaii responded to 75
informational requests from YB (many with multiple subparts) and 25 informational
requests (many of which also contained multiple subparts) from the Consumer Advocate.
The informational requests asked for detailed and specific information about Pasha
Hawaii’s proposed intrastate water carrier service. Pasha Hawaii filed a copy of all the
responses that it gave to those 100 information requests with the PUC. Pasha Hawaii’s
point is that the PUC received an enormous quantity of detailed information about Pasha
Hawaii’s proposed service.

Each party filed a brief supporting its position. Each brief in turn was supported
by expert witness reports, written statements of witness testimony and input from
multiple individuals, businesses, and organizations, including submissions made from the
neighbor islands. For example, YB’s briefing included written submissions from

businesses on the island of Maui, Kauai and the Big Island. In addition to testimonies
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received from Oahu and businesses and organizations operating statewide, nearly 30
testimonial submissions have been made in this case from individuals, businesses, and
organizations from the neighbor islands including Lanai and Molokai.

The evidentiary record that has been submitted to the PUC in this case has been
supplemented 10 times. It can fairly be said that the evidence gathered and developed in
the PUC proceeding has been extensive and detailed. Following the submission of the
final briefing in connection with Pasha Hawaii’s application in February of 2010, the
PUC took seven months to consider the evidence before it.

Pasha Hawaii notes that the PUC’s Interim Decision is well-reasoned and
thorough. The Consumer Advocate’s briefs filed with the PUC expressed the Consumer
Advocate’s concern that there was not sufficient information about the potential effect of
Pasha Hawail’s entry into the intrastate water carrier market. The PUC’s Interim Order
and Decision is a solution which squarely addresses the Consumer Advocate’s concern,
as described by the PUC on pages 5 and 6 of its Order Denying YB’s Motion for
Reconsideration and Motion to Stay:

The Interim Decision and Order . . .will enable the Commission and the

Consumer Advocate to obtain actual intrastate revenue, cargo volume and cost

support data, and evaluate the impact of Pasha’s service on the Sate’s inter-island

shipping industry and the public interest before making a final decision.

As set forth above, Pasha Hawaii, as an applicant for an intrastate water carrier
license from the PUC, recognizes that it is subject to the jurisdiction of the PUC and
respects the authority of that regulatory body. Moreover, as matter remains pending

before the PUC, Pasha Hawaii will not be able to address the merits of its application in
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this forum. Thank you for this opportunity to testify on behalf of Pasha Hawaii Transport

Lines LLC.
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Testimony of
Roy Catalani,
Vice President, Young Brothers, Limited

Before:
Senate Committee on Commerce and Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding update on and information about the recent Interim
Decision and Order issued on September 20, 2010, by the Public Utilities Commission in
Docket No. 2009-0059, In re Application of Pasha Hawaii Transport Lines LLC for Issuance of a
Certificate of Public Convenience and Necessity and Approval of its Local Tariff No. 1 for
Service Between and Among the Ports of Honolulu, Kahului, Hilo and Nawiliwili.

Chair Baker, Vice Chair Taniguchi and Members of the Committee:

We are pleased to accept your invitation to this informational briefing to discuss where the
Pasha decision takes us and to provide input as to whether legislative action is necessary and
appropriate to ensure the continuation of intrastate water carrier services in the public
interest. We believe that whatever happens on these issues in the coming year will, for better
or worse, determine the service that your constituents and, in particularly, our neighbor island
residents, will receive in the future.

There is one issue for which we would like to be clear from the very beginning: We support fair
competition. We stand ready to compete with any carrier under one set of rules.

However, in our opinion, that is not truly the question. The question is: What system best
serves those who depend upon it? A regulatory system? A competitive system? Somethingin
between? Relatedly, what are the consequences of this choice?

To address these questions, we respectfully submit that we have to first address the question
ofwhy the Legislature, as the State’s policymaking body, chose the regulatory system.We
believe that State policymakers create regulated markets for public utilities where there is a
relatively small market that requires high capital investment. We also believe that
policymakers do so to avoid “splitting” a small market between two or more competitors.To do
so would result in higher prices and possibly lesser or no service for certain communities,
because multiple carriers cannot achieve the “efficiencies of scale” and “scope” that a single
carrier can achieve.



Creating and maintaining these efficiencies allow for benefits such as:
» Lower average costs across the board to all users;
» Multiple weekly sailings to large islands where not all barge loads are profitable;
» The opportunity to cross-subsidize certain routes and services, including subsidies to
* Small ports: making service possible
e LCL: To lower small cargo rates
e Agricultural products: making 30-35 percent discount possible

In this context, it is regulation by the PUC, rather than competition, that provides a check and, if
necessary, a control upon prices and service levels.

Should your committee desire, we would very pleased to take each of you on a tour of the
Young Brothers facility to demonstrate, first-hand, the efficiencies Young Brothers has achieved
and how we have achieved them as well as to share the data behind these efficiencies.

We are often asked, does this regulatory structure mean that an existing carrier is “entitled” to
a regulated “monopoly” for all intents and purposes? The short answer is “no.” We do believe,
however, that itmeans that a regulated carrier is entitled to assurance that the market will not
be split if the carrier makes the required investment and provides the required service. In fact,
the Legislature saw to this by requiring , under HRS Chapter 271-G, that a new carrier may enter
a regulated market only if it can show that its service is a public “necessity.” For example, the
new carrier must prove that certain markets or types of customers are left unserved by the
existing carrier. We do not believe that Pasha met its burden of proof on this issue.

Putting aside, for the moment, the issue of unfairness to YB, one might ask whether a transition
to a competitive system would better serve our communities. That is or should be up to the
Legislature, as the State’s policymaking body, although we strongly recommend that each
affected community participate and be given an appropriate means to join in this discussion
and decision.

We believe that one part of this discussion must be a comparison of the regulatory and
competitive models for water carriers, which may be summarized as follows:



|| Regulatory Model | Competitive Model _

Rates
NI Ports Served

Frequency of
Service

Cargo Types

Equipment Available

The contrast in the two models was summarized by Pasha’s economist as follows:

“The optimal solution is to regulate neither player, or at least subject them to no
greater rules than exist in the oligopolistic or duopoly markets that Hawaii now
has - interstate ocean surface cargo transportation, intra-island airline routes,
and several others. In that situation, both players can serve the markets they
wish, at the prices the market will bear, with the types of vessels they wish, with

Determined by PUC
Universal service

Determined by needs

of State’s communities

All Cargo Types,
including refrigerated
cargo, livestock & LCL

As necessary to
support univ. service

Determined by market

Determined by
carrier’s ability to
generate return

Determined by
carrier’s ability to
generate return
(“on inducement”)

Determined by
carrier’s ability to
generate return

As necessary to
support carrier’s needs

as many or few of them as they deem profitable, and so forth.”

This comparison of models plays out in the differences in services offered by Young Brothers
and Pasha. As one may see by the following table, in the present post-Pasha hybrid model, YB
continues to perform as a carrier in a regulated system providing universal service with
frequency of sailings based on community or public convenience and necessity. Pasha has been
authorized to act as a carrier in a competitive model in that it has been allowed to choose

which routes it desires to serve and which services it desires to provide:

Young Brothers
(Still in Regulatory

Rates

NI Ports
Served

Frequency of
Service

Model)

Determined by PUC

All 6 N.I. ports, developed
over 50 years of regulation

12 weekly sailings
(roundtrip)

(JIT system developed
under regulation)

Cargo Types

All Cargo Types, including

reefer cargo & livestock

Equipment
Available

7 barges, tugs, containers,
chassis, heavy lift service

(Allowed to operate as if
in Competitive Model)

Based on YB rates

Kahului, Hilo, &, if induced,
Nawiliwili.

NOT Kaw, K'’Kai, K'Pau
Once every two weeks (one
way only)

Primarily Auto/RORO.
No reefer cargo or livestock

Auto/RORO vessel plus ?7?2?7?



With respect to the ultimate consequences, and risks, of the choice between a regulatory
model, a competitive model or the post-Pasha hybrid model, these may be summarized as

follows:
Restore Keep Current | Complete move
Regulatory Hybrid Model | to Competitive
Model
Rates Increasein 2011 Increase morein Some winners,
2011 more losers
NI Ports Same: all 6 N.I.  Small ports: no Likely larger
Served served service ports
Frequency Same: 12 weekly Big ports: less Driven by carrier
of Service sailings (Maui?) sailings return
Cargo Types Same: All Cargo LCL at risk Driven by carrier
Types return
Equipment YB: Same plus YB: Capital at As needed and
Available - future higher cost or not driven by above
CAPITAL investment able to attract

We do not believe these risks, as highlighted above, have been addressed. The Division of
Consumer Advocacy agreed, as it concluded that “given the potential negative consequences of
the applicant’s [Pasha’s] entry into the Hawaii market, the consumer advocate believes that
Pasha Hawaii has failed to provide sufficient information to meet the burden of proof that its
proposed service is in the public interest...”

As demonstrated, the Pasha case, and its consequences and risks, are about a lot more than YB.
If the Legislature, and our communities, believe that these consequences and risks have not
been adequately addressed — through public hearings, consideration of testimony of the
appropriate parties, evidentiary hearings and questions by Commissioners as well as by and
between the parties —then we believe we must find an avenue in which to address them.

If the Legislature and our communities have spoken and are unwilling to undertake these risks
of this experiment, we believe we must clarify for all to understand the policy of this State with
respect to intrastate water carriers and protect our communities from these risks.

Thank you for this opportunity to testify.
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TESTIMONY

SENATE COMMITTEE ON COMMERCE AND CONSUMER PROTECTION

Re: Interim Decision and Order Granting Pasha Hawaii Transport Lines LLC a Certificate
of Public Convenience and Necessity — Docket No. 2009-0059

Chair Baker and Members of the Committee:

My name is Warren Watanabe, Maui Field Staff for Hawaii Farm Bureau
specializing in transportation and water issues for the organization. Hawaii Farm
Bureau Federation on behalf of commercial agricultural operations throughout the
State appreciates this opportunity to express our opposition to the interim decision
order granting Pasha Hawaii the right to provide selected interisland
transportation services. We believe the entry of Pasha will have a serious negative
impact on the movement of agricultural goods between islands. HFBF submitted
such comments on April 28, 2009 prior to the DO and have since submitted our
comments to the PUC and Consumer Advocate since the issuance of the interim
order.

Yesterday afternoon, we were shocked that PUC has already denied this motion for
reconsideration in light of this scheduled hearing. We maintain our position that the
DO was issued without full recognition of the affected parties. Unlike the early
2000s, even with some improvement, the economy is still far from the prosperity of
yesteryear and we see the decline of activity at the harbors. The entry of Pasha
Hawaii under these circumstances is especially troubling.

HFBEF’s policy on transportation seeks to work with entities to enhance
transportation for commercial agriculture while containing associated costs. We
recognize that changes cannot be done unilaterally by YB. However, PUC hearings
take time. Farmers and ranchers operating on narrow profit margins must take time
away to attend these hearings ...if it can be avoided, it should be ..that is HFBF’s



goal. Loss of farmers and ranchers due to increased transportation costs is not
a fear of the unknown ...past experience assures us it will happen.

Even as the Consumer Advocate agreed that the rates for specific lines of service
would be gradually adjusted over time to become more compensatory, the Island
Product Discount was increased to 35% on July 28, 2009. HFBF believes that the
CA and PUC understood YB’s efforts to support the State Constitution of supporting
Hawaii’s agriculture to promote increased self sufficiency and sustainability. There
was no doubt that other lines of service subsidized this discount. The current
action will take these more lucrative lines of service away from YB, threatening
the very discount supported by PUC and the CA.

Tuesday morning, the Food Safety Modernization Act was passed in the US
Senate. While it still awaits final passage to law, providing safe food to the
consumer is a priority for all of us. Handling of food during transportation is
critical and has impact on farmers and ranchers as many of our deliveries are
FOB the customer, not the farm. That means we are still responsible for the
product even as it leaves the farm. Our work with YB has focused on this area to
ensure the integrity of our products during transit. Young Bros. may be required to
invest further beyond their current CIP projects. As businesses we are fully aware
that the ability to invest is totally dependent upon the profitability of the
organization. It is reasonable that the shareholders of YB will question further
capital expenditures as their profitability is placed in question.

PUC stated “Given the critical importance of the inter-island shipping industry in the
movement of produce, livestock, and consumer goods within the State, the
commission believes that the continued reliance on only one intrastate water carrier
of property places the State in an untenable position.”

This does not make sense. Pasha is NOT going to carry produce, livestock and
refrigerated consumer goods ...so what advantage will there be? If anything, we
are putting the transport of these goods at risk. We urge PUC to reconsider the risks
associated with this class of goods.




The Consumer Advocate has stated that the impacts of the proposed service cannot
be projected as it is limited in scope and more expensive than the rates charged by
YB. The CA states that there probably would be only a limited amount of
customers that would use the service. If this were true, why is Pasha undergoing this
effort? Their business plan must project they will get the customers and make
money. It is illogical that they would undergo this entire process without some
confidence that they will be able to secure businesses associated with their proposed
lines of service.

PUC has reserved the right to revoke the interim authority if it sees significant
adverse effect on YB. What is “adverse effect”? The authority was granted
because PUC felt that the projections provided by YB were speculative at best and
the interim period would provide data to determine whether there is an adverse affect
on YB but no mention of impacts to users of the service — farmers, ranchers, and the
consumer. Allowing for revoking of the Interim DO without defining the
triggers will surely result in unintended consequences as parties dispute levels
of detriment.

We appreciate the opportunity provided by this hearing to better understand the
potential impacts of this decision. We find it unfortunate that PUC chose to release
its’ final decision before the discussion today. We hope there can be an amicable
decision before our farmers and ranchers along with the community become
victims of the unintended consequences of this decision.

Thank you.
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SENATE COMMITTEE ON COMMERCE AND CONSUMER PROTECTION
Thursday December 2, 2010 9:30 am Room 229
Infor mational briefing on PASHA interim decision
Chair Rosalyn H. Baker and Members of the Committee:

My name is Alan Gottlieb, and | am the Legislative Committee Chairman for the Hawaii Cattlemen’s Council. The
Hawaii Cattlemen’s Council, Inc. (HCC) is the Statewide umbrela organization comprised of the five county level
Cattlemen’'s Associations. Our 130+ member ranchers represent over 60,000 head of beef cows; more than 75% of all
the beef cows in the State. Ranchers are the stewards of approximately 25% of the Stat€' s total land mass.

The Hawaii Cattlemen’s Council has voiced strong concerns about the PUC's interim decision and order to allow
Pasha into the Interisland shipping market, and we are very disappointed in the State Consumer Advocate for their lack
of support of neighbor island consumers who will lose service and will seerate hikes due to this decision.

We previously provided an affidavit to the PUC for docket 2009-0059. Our affidavit had the following summary:

Pasha’s proposed service can neither replace and, in fact, with respect to rancher’s transportation
needs, does not even propose to supplement YB’s service. Pasha’s proposed service, if authorized
by the Commission, will hurt the ranching and livestock industry because (a) Pasha will not provide a
transportation alternative while (b) harming YB’s ability to continue offering (i) agricultural discounts
and (ii) the frequency of service as well as service to all islands which YB customers and our
industry presently have and rely on.

In Octaober 2010, we wrote to the State Consumer Advocate, which in part stated:

... we would like to reiterate to you, the office who is supposed to represent and protect the interests
of consumersin Hawaii, the severe harm that the PUC’ sdecision in allowing Pasha to operatein
Hawaii will have on the Hawaii Cattle Industry and to Hawaii farming in general. Of coursg, if the
Hawaii agricultural industry suffers from this decision, every consumer in Hawaii will suffer when
purchasing fresh local products. After all, doesn’t the State have mandates for Food Security and
Sustainability?

We cannot understand how the PUC can allow Pasha to cherry pick routes, schedules and cargo in
Hawaii, when Young Brothersisrequired to service all ports and all types of cargo. For many years
Young Brothers has supported the ranch and farming industries by offering us discounts for our
Hawaii agricultural goods. If Young Brothersis put in a position where they lose their best business
to a cherry picker, we doubt they will be able to continue to offer these types of discounts. If they
cannot offer these discounts, then the price of Hawaii fresh foodswill go up in supermarkets across
the State, and the consumers will suffer. Furthermore, without these discounts, if Hawaii

agricultural cannot compete with imported agricultural products, often dumped in Hawaii at cheap
prices, our entire local agricultural businessis at risk of disappearing. Isn’'t thisthe type of interests
the Consumer Advocate should be looking out for?
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We sincerely hope you will let the PUC know that allowing Pasha to cherry pick is bad for Hawaii
consumer. On the other hand, if Pasha iswilling to support all the routes, schedules and types of
Cargo as Young Brothers does, then we would whole heartedly welcome them into the marketplace.

Nevertheless, the PUC issued their interim decision allowing Pasha to cherry pick the Hawaii shipping
business. We believe the PUC didn’t even hold community meetings in the neighbor island communities
this would most affect. I1nthe words of the late, great, J. Akuhead Pupule “How you figgah?’

Thank you for giving us the opportunity to testify on this very important issue.
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Re: Interim Decision and Order Granting Pasha Hawaii Transport LinesLL C a Certificate
of Public Convenience and Necessity — Docket No. 2009-0059

Maui County Farm Bureau on behalf of our commercial member farm and ranch families and organizations
is in opposition of the Interim Decision Order granting Pasha Hawaii a Certificate of Public Convenience and
Necessity.

MCFB has worked for many years with Young Bros. and DOT Harbors to improve Kahului Harbor, reduce
transportation costs and improve harbor and transit conditions for our agricultural products. Most recently
YB has worked with us to upgrade our Island Fresh Discount to meet the current and future needs of our ag
producers.

All of this takes money. We appreciate the PUC’s approval of the Island Fresh discounts that are possible
due to subsidization by other more profitable lines of service. The PUC agreed with Young Bros. that this
preferential treatment was allowed since the importance of agriculture is highlighted in the State
Constitution as being a desirable activity for the long term sustainability and increased self sufficiency for
Hawaii.

This Interim DO provides a similar preferential treatment by allowing Pasha to provide only the more
lucrative lines of service ...the same ones that subsidize our agricultural discounts. Yet, unlike agriculture,
PASHA's services are not recognized in the State Constitution. We therefore question why this is allowed
by the PUC which otherwise requires that lines of service be compensatory in nature and not allow undue
preference or advantage.

Agriculture is not a high margin business. Those on the neighbor island must depend on interisland
transport to get our products to the population center on Oahu. We also depend on YB to get many of our
agricultural inputs to us. Records show that YB has not made exorbitant profits and we fear that this
change may cause losses that may be unacceptable to YB’s shareholders.

The State Policy to support agriculture for increased self sufficiency and sustainability should be taken into
account in this process. Without affordable and reliable transportation we cannot have viable agriculture.

We respectfully request your support in urging the PUC to approve YB’s request to reconsider. Thank you
for this opportunity to voice our opinion. If there are questions, please contact our Executive Director,
Warren Watanabe at 2819718.
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Senator Rosalyn H. Baker
Chair, Senate Committee on Commerce and Consumer Protection

Re: Interim Decision and Order Granting Pasha Hawaii Transport LinesLLC
a Certificate of Public Convenience and Necessity — Docket No. 2009-0059

Senator and Committee Members:

As you know Maui Pineapple Company closed operations at the end of 2009. One of the main
reasons contributing their losses was the combination of steep shipping costs and the competition
from international pineapple producers in the west coast market. Our team at Haliimaile
Pineapple Company set in place a strategy to focus sales primarily in the state of Hawaii where
the prices and volumes are relatively constant. Year to date, we have sold over 70% of our
volume in state with the remainder shipping to the west coast or flying to premium markets that
can bear the high costs. The table below shows the relationship of HPC’s per case shipping cost
by market location and the percentage of our year to date sales from that market.

Shipping Cost
as % of Fruit

Market Cost % of Sales
Mainland 24% 30%
Oahu 21% 21%
Maui N/A 33%
Big Island 26% 8%
Kauai 25% 8%

As you can see, it actually costs us less to ship pineapple to the mainland than it does to the Big
Island and Kauai. It is important for our projections to keep the interisland shipping rate not just
competitive but also stable. Even a slight increase in these interisland shipping costs will force
us to re-evaluate our sales strategy and possible force us to stop selling fruit to unprofitable
markets.

Young Brothers management has been extremely cooperative with outer island farmers and
ranchers. They have maintained quality service, modified schedules to accommodate
agricultural operations and most significantly they offer agriculture a discounted rate that has
saved our company nearly $100,000 this year alone.

It is my understanding that Pasha entry into this arena will offer us zero opportunity to ship
pineapple interisland. The PUC is quoted as saying, “Given the critical importance of the inter-
island shipping industry in the movement of produce, livestock and consumer goods within the
State, the commission believes that the continued reliance on only one intrastate water carrier of
property places the State in an untenable position.” On behalf of Haliimaile Pineapple Company
I strongly disagree with this statement. My fear is that the uneven playing field that has been
created will allow Pasha to cherry pick higher margin goods and ports leaving YB in a position



to question both rates and service schedules which could lead to an escalation of our shipping
costs.

Thank you for this opportunity to participate.

Darren Strand
President, Haliimaile Pineapple Company



From: Chad Buck

Sent: Wednesday, October 13, 2010 10:42 AM

To: 'consumeradvocate@dcca.hawaii.gov'

Subject: Pasha will hurt not help the neighbor island food supply

Aloha,

It is my understanding that the Young Brother's is appealing the PUC's ruling on allowing Pasha to
compete in the marketplace by a different set of rules.

The reason that | am writing is to express my continued concerns that allowing Pasha to compete in
Hawaii while playing by a separate set of rules is not only patently unfair, it will very likely disrupt the flow
of food products and service to the neighbor islands, especially the islands of Lanai and Molckai.

The consistency, reliability and low cost structure that Young Brothers provides allows us lo provide the
best pricing to our neighbor island customers and allows us to service these customers with a reliable just
in time delivery of the freshest products through the muitiple sailings that YB operates every week.

The current sailing schedule that YB provides allows all neighbor islands to enjoy a similar service level.
While | am sure that the smaller islands of Lanai and Molokai are less profitable (if profitable at all) than
the ather more populated islands, the schedule ensures that all Hawaii residents have a partner in
keeping essential items available and inter-island shipping costs fair.

Pasha will not be operating refrigerated containers. Without refrigerated cargo, food distributors to the
neighbor islands and consumers of food, will not benefit from Pasha's entry in to the market place. If the
PUC allows Pasha to cherry pick the best islands without the burden of servicing the slower islands (like
the PUC requires of Young Brothers), it stands to reason that YB will have to decrease the level or

frequency of service and or increase the cost to the shippers/consumers for faod items just to stay i
business. ;

| strongly believe that the PUC should require Pasha to operate under the same rules or not allow them to
enter the market, at all. Allowing unfair competition for a three year period like the PUC proposed will hurt,

not help the Hawaii consumer and could cause ireparable harm to Young Brothers as they are forced to
compele on an uneven playing field.

Please consider this opinion in your discussions with the PUC on this matter.
Thank you.

Chad Buck

Owner

Hawaii Foodservice Alliance LLC
Oahu, Kona, Hilo, Maui, Kauai




Maui Hotel & Lodging

ASSOCIATION
Testimony of
Carol Reimann
Executive Director
Maui Hotel & Lodging Association
on
Interim Decision and Order Granting Pasha Hawaii Transport Lines LLC a Certificate of
Public Convenience and Necessity — Docket No. 2009-0059

SENATE COMMITTEE ON COMMERCE AND CONSUMER PROTECTION
Thursday, December 2, 2010, 9:30am
Room 229

The Maui Hotel & Lodging Association (MHLA) is the legislative arm of the visitor industry. Our
membership includes approximately 120 property and allied business members — all of whom have an
interest in the visitor industry. Collectively, MHLA’s membership employs over 10,000 Maui County
residents.

MHLA has serious concerns regarding the PUC’s interim decision granting Pasha Hawaii permission

to provide selected interisland surface carrier service. Competition is typically a good thing. However
in this instance, we are concerned that this ruling will have far-reaching unintended consequences that
will negatively affect the cost and frequency of shipping to Maui County.

We do not support any action that legislatively endorses an "uneven playing field." Because Pasha
Hawaii lacks refrigerated containers and do not have small vessels to service smaller ports (i.e. Lanai,
Molokai and Hana), they are able to compete against Young Brothers for only the highly profitable
routes. Where Pasha is being allowed to provide limited service, Young Brothers is mandated to
provide comprehensive service (perishables and non-perishables) to all communities; and have
structured their rates accordingly where low profit areas are balanced with other profitable businesses.
Pasha is not being regulated in the same way as Young Brothers. Ultimately, this will force Young
Brothers to take a hard look at their rates and the frequency of service to various ports.

The visitor industry is the economic engine for Maui County — the majority of our businesses and
residents rely on a healthy industry in order to survive. The visitor industry is just beginning to see
signs of a steady recovery. Any increase to the cost of doing business could jeopardize our ability to
provide first class goods & services, increase the cost of travel to our visitors, and ultimately put our
viability at risk.

MHLA recognizes that the decision is within the PUC’s authority and would like to urge the PUC to
obtain input from all island communities who would be affected by this ruling and to engage Young
Brothers as the State’s primary inter-island/intra-State cargo shipper as a party to the proceedings. We
support Young Brothers request for reconsideration and denial of the application until the matter has
been fully reviewed.

Thank you for the opportunity to testify.

cc: Carlito Calibuso, Chair Hawaii State Public Utilities Commission, via email: hawaii.puc@hawaii.gov
Dean Nishina, Consumer Advocate DCCA, via email: dca@dcca.hawaii.gov

1727-B Wili Pa Loop * Wailuku, HI 96793 « 808/244-8625 * 808/244-3094 fax « info@mauihla.org



From: Richard Ha ilto:ri

Sent: Thursday, October 14, 2010 1:01 PM

To: 'consumeradvocate@dcca.hawaii.gov'

cc= !.l

Subject: FW. Re: Application of Pasha Hawaii Transport Lines LLC Docket No. 2009-0059

Consumer Advocate
Attn: Dean Nishina

Re: Application of Pasha Hawaii Transport Lines LLC Docket No. 2009-0059

Authorizing Pasha to compete against Young Brothers unfairly in a world of rising oil prices and
business contraction, will hurt Hawaii’s ability to achieve food security. I am vehemently against
doing this.

I am the owner and President of Mauna Kea Banana Company, Inc., a Hawaii corporation, doing
business as Hamakua Springs Country Farms (Hamakua Springs) at Pepeekeo on the Big Island.
have a degree in accounting from UH Manoa and I am a member of the Hawaii Clean Energy
Initiative -Steering Committee; Co chair of the Geothermal working group- authorized by Senate
Concurrent Resolution 99; Member of the Hawaii Island Economic Development Board and a board
member of the Kohala Center.

Hamakua Springs is a family business that we started 30 years ago with 2 acres--by trading chicken
manure for banana keiki. We now have more than 60 employees and own 600 fee simple acres.
Farming is a very tough business. The average age of a farmer in Hawaii is 60. We are survivors and
the most important trait that helped us to survive all these years was the ability to foresee and adapt
to change. We routinely plan for the reality that will exist —five, ten years in the future; then we
force the change necessary to get us there.

From our farm point of view, we will adapt to whatever decision is made. Our decision to expand
and to supply produce statewide had lots to do with Young Brothers discounted agricultural rates that
was instituted many years ago. If the discount rates go away, we will make the financial decisions
necessary to adapt, very quickly. We are discussing that eventuality right now. We will not wait and
let our cash position deteriorate to the point it jeopardizes our future.

But, from a larger community point of view, I think that Pashas entry into the Hawaii market now,
comes at an inopportune time. [ attended the Peak Oil conference in Wash. DC. last week. The
consensus among numerous credible sources from our own Dept of Defense, the German military,
petroleum industry leaders, etc., is that world oil supply will start to decline steadily 2 to 5 years from
now. Energy is what drives economies and when energy declines, economic activity declines.
Introducing more capacity into our interisland trade at a time when economic activity is declining is
foolish. Allowing this to happen in the form of “cherry-picking” is even more inexplicable,
particularly when it threatens (and the new market entrant does not offer) the things upon which
famers rely such as Young Brothers’ frequency of service, refrigerated service, service directly to
Honolulu Harbor and the Oahu markets and island agricultural product discount.




Lloyd’s of London issued a white paper for its business clients, it warned them to be prepared for

$200 per barrel oil by 2013. hitp://www.chathamhousc.org.uk/files/1 6720 0610 frogpatt lahn.pdf. I
asked Carl Bonham and Denise Konan of UHERO if they would do an analysis of $200 per barrel

oil. They agreed but made clear that they are not in the business of predicting; but they could

evaluate the effects should it happen. In the discussion, it was acknowledged that $200 per barrel oil
would be devastating to our tourism industry.

To reiterate, allowing Pasha into the interisland trade could force Young Brothers to repeal or change
the very things upon which farmers rely to stay in business, including the frequency and nature of the
services Young Brothers offers and its agricultural subsidies as described above. Food security has

to do with farmers farming and if the farmers make money, the farmers will farm. Allowing Pasha to

compete with Young Brothers unfairly and at a time of economic downtum will hurt Hawaii’s effort
to become food secure.

You need to word your denial of Pasha’s entry into the interisland cargo trade in a strong
unequivocal way. The stakes are very high.

Aloha

Richard Ha

President

Mauna Kea Banana Company
Dba Hamakua Springs




Senate Committee on Commerce and Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice-Chair

December 2, 2010
9:30 AM
Senate Room 229

Chair Baker, Vice Chair Taniguchi, and committee members,

Thank you for this opportunity to discuss and address your committee, on the
interim decision and order issued by the PUC on granting PASHA to service the
interisland ports for cargo service.

I come before you today as President of Nalo Farms, Inc., and a farmer that does
business with over 100 restaurants and markets in Honolulu and Maui. We also sell other
farmers products to many of these establishments, some products of which are brought
into Honolulu on Young Brothers. | have always appreciated Young Brothers concern for
helping agriculture, as we would not be able to buy and distribute some of the Neighbor
Island products without YB’s help in shipping discounts for agricultural products.

We hear growing talks about sustainability and food security and increasing our
local agricultural products for the people of Hawaii, and yet we are now looking at a
situation where we will surely make less ag products available or at the least products
available at higher costs to the consumer due to increased transportation costs.

If you allow PASHA to operate without the same stipulations put on Young
Brothers of servicing marginally profitable ports such as Molokai and Lanai, and allow
them to pick and choose the clients that they will transport cargo for, it will put an unfair
burden on YB to be competitive and they will need to do away with the discounts on ag
products that they transport.

PASHA can choose all the big shippers, like car manufacturers and construction
materials, service them and even make it cheaper for these items to go between islands,
but it will be at the expense of food products that require shipping in refrigerated
containers and farm products. Taking away the cream from YB will kill agriculture on
the Neighbor Islands, as then they really become uncompetitive with farmers on Oahu. |
speak as a farmer from Oahu...it may even help my business, but as a native born Hawaii
resident it is absolutely wrong! Things like Okinawan sweet potato from Molokai or the
Big Island, Hamakua tomatoes from Hawaii, papayas from all islands, Maui gold
pineapple, Kula strawberries, etc. ... all become to high priced for our restaurants to
serve on their menus.

Oahu has 85% of the consuming population in the state, so farmers on the
Neighbor Islands must have access to this market to survive. YB provides us with the
cheapest mode of interisland transportaion, especially with their 30% agricultural
discount. Our farmers have a hard enough time competing against Mainland produce and
even the farmers on Oahu, | would think this would put the nail in the coffin to farming
on the Neighbor Islands,...and there goes any talks of increasing agricultural food
production, sustainability, and food security.



I don’t know if our islands can sustain two cargo shipping companies operating in
Hawaii, and | understand how we might want competition, but as legislators you must
look at making sure these companies can be viable for the future of Hawaii. Ask
yourselves is there enough business? do we want another Aloha airlines situation?

I thank you for the opportunity to testify. You may contact me on my cell at 479-
1797, if you have any additional questions for me.

sincerely,

Dean J. Okimoto
President, Nalo Farms, Inc.



Dear Senator Baker:

Here we go, Molokai isignored again. We were ignored when the Super Ferry hearings did not
include Molokai and Lanai, thus when Y oung Brothers, Ltd (Y B) filed a docket in 2006 to
discontinue Less than Container Load (LCL) freight from Kahului Harbor and eventually the rest
of the state, the reaction on Molokai was one of horror. More than 90% of our freight is LCL,
which would have left usin abig financial disaster. The reason given to discontinue LCL wasto
give dock space to the Super Ferry, thus YB wasto lose its LCL space.

Pasha Hawaii’ s request to obtain a certificate of public convenience and necessity (CPCN) which
the Public Utilities Commission (PUC) approved an interim decision, again puts Moloka and
Lanai in crisis, faced with potentia higher tariff rates and possible cut back in barge service.

On May 5, 2009 | wrote a letter as the president of Molokai Chamber of Commerce representing
Molokai businesses to Carlito Caliboso, Chairman of the PUC opposing the Pasha Hawali
Docket No. 2009-0059. | cited in this docket, page 10, V11 Service to the Public, which states
"Pasha Hawalii’ s proposed inter-island service will benefit the people of Hawaii in many way,"
addressed only part of the "people of Hawaii." And that it did not benefit Molokai and Lanal,
however we are also the "people of Hawaii." The docket was short sighted.

In closing | stated, "There will be adverse outcomes to our current freight serviceif this docket is
approved asis. Therefore, we are asking the PUC to include Molokai and Lanai on its public
hearing schedule. We would like an opportunity to be part of the "people of Hawaii" to comment
on this docket at a public hearing on Moloka" My letter was ignored!

On September 30, 2009 | wrote a letter as the president of Molokai Chamber of Commerce to
Roy Catalani, VP of YB, citing our concernsin Pasha sfiling for a CPCN. | wrote that if Pasha's
application is approved and if YB’s economics of scale were to change so that the frequency of
sailing's were reduced, Molokai would be face with a serious crisis; afood distributor’ s ability to
get products to stores, a grocer’s ability to keep food on the shelves all week, afarmer’s ability to
get their products to market given their harvest schedules, and the timely movement of corn seed
to meet planting demand on the mainland and international destinations, would significantly hurt
the community’s health and welfare.

We ask your committee' s support to demand that the PUC reconsider its decision to grant Pasha
Hawaii an interim CPCN and to hold public hearings on all neighbor islands. The PUC’s
decision should have included all of the "people of Hawaii."

Respectfully,

Barbara Haliniak

President, Molokai Chamber of Commerce Foundation

President, The Business Depot Inc., Kaunakakai, Molokal



Hawaii Food Industry Association
1188 Bishop St. Suit 608
Honolulu, HI 96813
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The Hawaii Food Industry Association is an organization made up of retailers,
wholesalers, manufacturers, and brokers.

HFIA represents many neighbor island businesses that are greatly affected by the
PUC'’s decision to alter the rules regulating inter-island carriers by changing from a
CPCN (Certificate of Public Convenience and Necessity) requirement to carrier
convenience.

HFIA is concerned with ensuring that all neighbor island ports receive an adequate
supply of produce within the necessary time frame for food to remain safe and fresh.

It has come to our attention that Pasha does not offer any refrigerated services and that
their vessels are only designed for roll on roll off equipment such as trucks and autos.

It has also come to our attention that although Young Brothers is required to offer all
lines of service, some of which are subsidized by others, Pasha will not be required to
provide all lines of service. HFIA is concerned that the PUC’s decision many hinder
Young Brothers ability to subsidize less profitable lines of service and that this will
negatively affect just in time delivery and even food security for some neighbor island
areas.

Although HFIA has not taken a position on the PUC’s ruling, we have passed a
resolution asking that the PUC hold public hearings on this matter on the neighbor
islands. It is our position that the neighbor islands should have been allowed more
input prior to the PUC’s decision and that such input needs to be provided before
any changes are made to the current system.

Thank you for the opportunity to testify.
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OUR BUSINESS IS MAUI BUSINESS

Testimony to the Senate Committee on Commerce & Consumer Protection
Thursday, December 2, 2010 at 9:30 a.m.
State Capitol, Conference Room 229

Re: PUC’s Interim Decision and Order on Docket No. 2009-0059

Dear Chair Baker, Vice Chair Taniguchi and Members of the Committee:

We appreciate the hearing today to provide input on the recent Interim Decision and Order,
issued on September 20, 2010, by the Public Utilities Commission (PUC) to grant Pasha Hawaii
Transport Lines LLC a Certificate of Public Convenience and Necessity.

The Maui Chamber of Commerce is an organization whose mission it is to advance and
promote a healthy economic environment for business; advocating for a responsive government
and quality education, while preserving Maui's unique community characteristics.
Approximately 90% of our membership is made up of small businesses, which we define for
our membership purposes as those with fewer than 25 employees (half of the National
definition of 50 employees).

For small businesses, simply surviving is a struggle because the sad truth is that typically only
50% even make it to the five year mark. That is the national average, before we even begin
talking about the complexities and challenges of keeping a business afloat in island state; with
increasing regulation; a high cost of doing business; escalating health, TDI and Unemployment
Insurance costs; tightened financial markets; transportation issues; and a severely down
economy. With these factions added to the mix, small business survival is not only a constant
uphill battle, it requires extreme risk and can cost one their relationships, home, livelihood,
retirement, savings, and more.

Now, add further uncertainties in getting products to market where transportation is a already
a challenge and escalating costs and we may end up digging graves for additional small
businesses. That is our concern here. Many businesses are fearful that the decision rendered by
the PUC will require Young Brothers to take a hard look at areas served in Maui County and
reduce their transportation service, increase their prices, or both; and we raise these concerns to
you to intervene.

As a Chamber, we also identify and overcome obstacles that are detrimental to the business
climate and community growth. In that vein, we also want to offer suggestions for improving
this process which brought us here today.
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They include:

e Transportation is an Essential Service. We ask that the broad ramifications to
businesses, agricultural producers, and residents be attended to when making decisions
regarding transportation. Any reduction of service or increase in cost threatens business
survival, our state’s food and energy security, and consumers’ needs and lifestyle.
Harmful consequences must be identified and alleviated in advance, not through a trial
period, especially not now.

e Level the Playing Field. The Maui Chamber of Commerce believes in and supports a
competitive environment with a level playing field. Rules and standards should be
equally applied, with the Rotary model of being “Fair to All Concerned” adopted.

e Public Hearings Must Be Held. On critical services like transportation, public meetings
on the neighbor islands should be a requirement to help educate the public, hear
concerns, address issues unique to neighbor islanders, and engage meaningful debate.
Budgetary constraints may have hindered that from happening, but look at all of the
time, effort, and money now being spent by numerous organizations to provide input.
This needs to be rectified in the future.

e Equitable Representation. Neighbor islanders account for approximately half of the
voting population in Hawaii and have a significant and growing impact on the State’s
food and energy sufficiency goals. We should have a seat at the table in all PUC
decisions, but especially on decisions that hugely affect neighbor island businesses. It
may be time to re-examine the structure of the PUC.

We appreciate the opportunity to share these thoughts and respectfully request your support in
urging the PUC to revisit the process and their decision on this docket for the health of small,
agricultural, and all businesses. The potential negative outcomes for businesses must fully
understood and mitigated, otherwise we risk seeing more businesses put into the ground —a
fate we would all prefer not to experience.

Thank you for your time and consideration. If you have any questions, please do not hesitate to
contact me.

Sincerely,

Pamela Tumpap
President

270 Hookahi Street ¢ Suite 212 ¢ Wailuku ¢ Hawaii ¢ 967934 ¢ 808.244.0081+¢ f 808.244-0083 ¢ MauiChamber.com



Testimony of
Stefanie Delmont
President - Kona County Farm Bureau

Before:
Senate Committee on Commerce and Consumer Protection

The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding update on and information about the

recent Interim Decision and Order issued on September 20, 2010, by the Public
Utilities Commission in Docket No. 2009-0059, In re Application of Pasha
Hawaii Transport Lines LLC for Issuance of a Certificate of Public Convenience
and Necessity and Approval of its Local Tariff No. 1 for Service Between

and Among the Ports of Honolulu, Kahului, Hilo and Nawiliwili..

Chairs Baker, Vice Chair Taniguchi and committee members:

Thank you for this opportunity to address your committee.

Aloha.

To small and not so small farmers and businesses the importance of available, dependable,
regular and affordable rural inter island transportation cannot be underestimated. The Kona County
Farm Bureau's view is that there are too many rumors and not enough information on the specifics of
the PUC's ruling on Pasha's request for inter island routes. This leaves us uncomfortable and without
some of the vital knowledge we need to make good business decisions for ourselves and our
communities.

What has the PUC granted Pasha in terms of its routes? What, if anything, has the PUC required
of Pasha in terms of services and other provisions that vary from what is now required of Young Bros.? If
there are differences, what are the justifications as well as potential resulting impacts?

We are certainly not opposed to competition . Competition is the basis of our free market
economy . On the other hand, the PUC needs to do an objective analysis of the concerns expressed by
Young Bros. that the decision will lead to a decrease in service and an increase in cargo costs and
factors behind Young Brothers statements that it may have to reduce its twice-weekly service to Hilo and
Kawaihae.

The Hawaii County Council passed a resolution requesting hearings on the Big Island regarding
the specifics of this decision by the PUC. The PUC, at least as stated in West Hawaii Today, said it had
no plans for hearings. This is a public agency and we as the public do have a right for more
information and for more clarity than has been provided so far.

The results of these decisions could have large impacts on farmers on the Island of Hawaii.
| thank you for your time and consideration of our request for further
information to be made public re: the PUC's decision.
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MAUI CATTLEMEN'SASSOCIATION

TESTIMONY

November 29, 2010

Submitted viaemail: Peggy Mierzwa  p.mierzwa@capitol .hawaii.gov

FROM: Maui Cattlemen’s Association

TO: Senate Committee on Commerce and Consumer Protection
Honorable Senator Rosalyn H. Baker, Chair
Honorable Brian T. Taniguchi, Vice Chair

HEARING DATE: Thursday, December 2, 2010, 9:30 am, Hawaii State Capital,
Conference Room 229

CONCERN: Relating to informational briefing regarding update on, and information
about the recent Interim Decision and Order issued on September 20, 2010, by the
Public Utilities Commission in Docket No. 2009-0059, In re Application of Pasha
Hawaii Transport Lines LLC for Issuence of a Certificate of Public Convenience and
Necessisity and Approval of its Local Tariff No. 1 for Service Between and Among
the Ports of Honolulu, Kahului, Hilo, and Nawiliwili.

Thank you for the opportunity to discuss the potential impacts of the Interim Decision
and Order on neighbor island residents and businesses.

The Maui Cattlemen’s Association is anon-profit organization representing small and
large livestock producersin Maui County. We fully support the Affidavit of Alan
Gottlieb, President of the Hawaii Cattlemen’s Council (HCC).

We see immediate problems with Pasha' s application, by not serving al islands
belonging to Maui County with any cargo.

We a so see Pasha, selectively transporting profitable cargo with one-way routs, and
not interested in transporting livestock and farm products chilled or frozen, to and
from the other islands, leaving that for the current carrier Young BrothersLtd. This
domino effect resultsin leaving livestock and farm products back at the doc or at the
farm, loosing precious value waiting for full barge loads. This also creates much
higher costs to keep livestock alive, and is a huge animal welfare concern.

In addition, the inter-island water carrier business is a capital-intensive business that
requires maintenance and capitol investments to keep the system going. If regulators
add an uneven playing field, marked by selective cargo transport, best routes and best
services, an enterprise will not thrive, and may not last. Unfair rules and unfair
competition results in hurting consumers.



Equally important, these local companies rely on local investors. Y B has spent millions of dollars over the past
five years, and has had returns as low as one percent. Investorswill not continue to keep and add substantial
amounts of capitol in abusiness that can’t provide a decent return on its investment.

We humbly request that the Commission deny Pasha’s application on the basis that it is not an equal application
serving all islands to and from, and will hurt the livestock industry, the current carrier, and other local
consumers.

Y ou may contact Maui Cattlemen’s Association President, William Jacintho, through the information provided
above, or Vice-President, Amber Starr, at (808) 573-6444.
Thank you,

William Jacintho, President

Amber Starr, Vice President



Moloka‘i Community Service (_ouncil

Post Office Box 2047 e Kaunakakai, Hawai‘i 96748
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December 1, 2010

Honorable Rosalyn H. Baker, Chair

Senate Committee on Commerce and Consumer Protection
Hawai‘i State Capitol, Room 230

415 Beretania Street

Honolulu, Hawai‘i 96813

Re: PUC Interim D&O Allowing Pasha Hawaii Transport Lines to Serve Select Ports

Dear Senator Baker:

The PUC has granted permission for a new shipping company, Pasha Hawaii Transport Lines, to
provide barge service to select ports on neighbor islands. Moloka‘i is not one of those ports.
Although the PUC apparently intends to assess whether a second shipping company would
promote better rates through competition with Young Brothers, an accurate assessment will not
be possible unless both companies serve the same islands. Smaller ports such as Moloka‘i are
not lucrative destinations for shipping companies, but they need regular barge service just as
much as the larger islands.

Local Moloka‘i businesses are justifiably worried that if Youth Brothers loses some of its market
share to Pasha, YB will have to balance its books by cutting back on Moloka‘i landings, or by
asking for rate increases. Our non-profit organization relies on goods and services provided by
our local vendors, and we also use barge services to ship items purchased from off-island
vendors. We will be adversely impacted by cutbacks in the barge schedule, and by any increases
in shipping rates.

We join with our neighbors in asking the PUC to reconsider its decision to allow Pasha to
compete with Young Brothers only for selected ports. A fair competition would require Pasha to
serve all ports, including Moloka‘i.

Sincerely,

Karen M. Holt

Karen M. Holt
Executive Director



Testimony of
Peter Yukimura
KOA Trading Company

Before:
Senate Committee on Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding update on and information about the recent Interim
Decision and Order issued on September 20, 2010, by the Public Utilities Commission in
Docket No. 2009-0059, In re Application of Pasha Hawaii Transport Lines LLC for
Issuance of a Certificate of Public Convenience and Necessity and Approval of its Local
Tariff No. 1 for Service Between and Among the Ports of Honolulu, Kahului, Hilo and
Nawiliwili..

Chair Baker, Vice Chair Taniguchi and Committee Members:

Thank you for this opportunity to discuss to address your committee. | am the owner and
President of KOA Trading Company, Kauai's Complete Grocery Distributor. My family has
owned and operated this business since 1949.

I am currently travelling outside of the State of Hawaii and regret that | cannot present my
testimony in person.

I submitted an affidavit to the PUC in the PUC proceedings on this matter. As far as | can tell,
my testimony was not considered by the PUC. | attach a copy of my affidavit in which |
explained my reasons for reaching the following conclusion:

“l do not believe that Pasha's application for a CPCN is fair, nor would it benefit the
businesses on the Island of Kauai or the people of the State of Hawaii. If Pasha is allowed
to cherry-pick from VB, | am concerned that it may jeopardize the services that we all truly
do need. We currently have a water transportation system, utilizing VB, that works and
provides the frequency and just-in-time service upon which my business and the Island of
Kauai depend. The Pasha proposal adds nothing to this system and, in fact, jeopardizes the
system we currently have and clearly need.”

Thank you for considering this critical issue and this opportunity to testify.



BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of the Application of

PASHA HAWAII TRANSPORT LINES LLC DOCKET NO. 2009-0059
For Issuance of a Certificate of Public
Convenience and Necessity and Approval of its
Local Tariff No. 1 for Service Between and
Among the Ports of Honolulu, Kahului, Hilo
and Nawiliwili

AFFIDAVIT OF PETER YUKIMURA
IN SUPPORT OF YOUNG BROTHERS, LIMITED’S STATEMENT OF POSITION

STATE OF HAWAII )
) SS.
CITY AND COUNTY OF HONOLULU )

I, Peter Yukimura, first being duly sworn on oath, depose and say:

1. | am the owner and President of KOA Trading Company, Kauai's Complete
Grocery Distributor. My family has owned and operated this business since 1949.

2. I submit this affidavit as an officer and on behalf of KOA Trading Company.

3. KOA Trading provides over 50% of Kauai’s hotel and restaurant needs relating to
food and beverage products.

4, As one of Kauai’s largest distributors of the finest food and beverage products
from all over the world, KOA Trading relies on frequent and efficient shipping to supply our
customers regularly. We handle a large amount of both dry and refrigerated cargo. We
primarily receive palletized cargo (recently over 100 pallets in a typical week), but we also

receive goods packed in YB containers by our suppliers. More than half of that total is



refrigerated cargo. We bring in items from about 20 different shippers in the State via Young
Brothers, including a substantial amount of perishable cargo through Unicold Corporation.

5. As a business owner and customer of Young Brothers, | have several concerns
about the application by Pasha Hawaii Ltd. to obtain a certificate of public convenience and
necessity (CPCN).

a. | have serious questions as to whether Pasha will actually serve Nawiliwili “on
inducement” as they state in their PUC application. Without regular sailings
to Nawiliwili, Pasha’s proposal provides no direct benefits for companies on
Kauai.

b. If Pasha reduces the volume that our primary shipper (YB) handles statewide
and starts to affect its bottom line, | believe it could affect YB’s ability to
continue to provide the same level of services currently offered to Kauai.

c. Even if Pasha does sail to Nawiliwili occasionally, their proposed bi-weekly
schedule is too infrequent for my company’s needs. The frequency of
sailings is a key service feature offered by Young Brothers that is important to
our business model. The twice weekly sailings are crucial to replenish our
inventory with “just-in-time” sailings. |t is absolutely critical that this
Commission understand that for our Island of Kauai, similar to the other
islands of our State, warehousing space is very limited and adding substantial
warehousing space would be prohibitively expensive. For this reason alone,
the Commission must scrutinize the impacts of changing the basic economics
of this system for an essential service provider such as YB.

d. | also understand that Pasha’s application does not include refrigerated cargo
services. Because KOA Trading ships a significant amount of the perishable
goods consumed on Kauai, we would be unlikely to utilize a service like
Pasha’s that does not offer refrigeration.
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e.

In the case of Kauai, Pasha’s proposed inter-island service will not be an
alternative to Young Brothers. Kauai will remain dependent on Young
Brothers. Therefore, any financial harm to Young Brothers — particularly
anything that may affect their ability to provide affordable, regular, and
frequent sailings — will result in direct harm to Kauai.

My business depends on the comprehensive services that Young Brothers
currently offers: state-wide shipping, for all types of cargos, refrigerated and
dry, palletized and containerized — not just some ports or some cargo types.
If a new competitor like Pasha significantly weakens YB’s ability to provide its
comprehensive lines of services, | fear that costs may rise as a result of YB
losing business to Pasha.

if the cost of shipping via YB does rise, KOA Trading will pass on those costs
to our customers. I'm sure other distributors will do the same. As a resuilt,
food prices on Kauai will also rise.

Alternatively, if YB’s economies of scale were to change so that the
frequency of sailings were reduced, the consistent, dependable and
convenient service that we are used to will force us to add inventory, which

will increase our cost of doing business.

| do not believe that Pasha’s application for a CPCN is fair, nor would it benefit

the businesses on the Island of Kauai or the people of the State of Hawaii. If Pasha is allowed
to cherry-pick from YB, | am concerned that it may jeopardize the services that we all truly do
need. We currently have a water transportation system, utilizing YB, that works and provides
the frequency and just-in-time service upon which my business and the Island of Kauai depend.
The Pasha proposal adds nothing to this system and, in fact, jeopardizes the system we

currently have and clearly need.

For the foregoing reasons, | ask that you deny the Pasha application.

3
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CHAMBER Kailua-Kona, HI 96740
O‘F CWERCE Phone: 329-1758 Fax: 329-8564

www.Kona-Kohala.com info@kona-kohala.com

Testimony to the Senate Committee on Commerce and Consumer Protection
Thursday, December 2, 2010; 9:30 a.m.
Conference Room 308

RE: The recent Interim Decision and Order issued on September 20, 2010, by the Public Utilities
Commission in Docket No. 2009-0059, In re Application of Pasha Hawaii Transport Lines LLC for
Issuance of a Certificate of Public Convenience and Necessity and Approval of itsLoca Tariff No. 1
for Service Between and Among the Ports of Honolulu, Kahului, Hilo and Nawiliwili

Aloha Chair Baker and Members of this Committee,

My name is Vivian Landrum and | am the President/CEO of the Kona-Kohala Chamber of Commerce (KKCC).
KKCC represents over 540 business members and is the leading business advocacy organization on the west
side of Hawai'i Idand. KKCC also actively works to enhance the environment, unique lifestyle and quality of
lifein West Hawai"i for both residents and visitors alike.

KKCC has reviewed the PUC's Interim Decision and Order to allow Pasha to operate as a water carrier of
property between selected ports on Oahu, Maui, Kauai and Hawaii Islands. Noted in the Decision is the impetus
for additional intrastate shipping options and to foster fair competition in the intrastate industry. The Decision
states it will alow Pasha to operate “on an interim basis through December 31, 2013, which will enable the
commission to gather actual data and relevant information .... to determine whether Pasha's intrastate
operations will cause undue harm to the existing intrastate shipping industry or the public interest.”

While KKCC supports competition in the business market, the playing field must be equal for dl parties
involved. We question whether this is being applied here. Servicing select ports that offer potential for a high
rate on return versus servicing all ports, regardless of their income potential, appears unbalanced and unfair by
forcing one player to subsidize unprofitable routes. This could, in turn, force one player to reduce or eliminate
serviceroutes. Thiswould place Hawaii Island in jeopardy.

KKCC also guestions the PUC’s “try and see” attitude. Young Brothers, Limited is of vital importance to the
shipping needs of the neighbor islands, providing consistent and reliable service to both Hilo and Kawaihae
ports. Many local businesses, particularly agriculture, depend on this barge service for the import/export of their
goods and suppliesin atimely and dependable manner.

The structure of this Decision |leaves open the potentia for inconsistent and/or loss of service by forcing Y oung
Brothers, Limited to re-evaluate their scope and scale of service statewide. If the PUC should wait until 2013 to
conclude “harm” to the public interest has taken place, the negative impact will aready have taken itstoll on the
many small businesses struggling to survive the current economic challenges. The members of the PUC should
be reminded the neighbor islands, most especially Hawaii I1sland, are facing a much tougher climb out of this
economic disaster than Oahu.

This Decision is a gamble for the neighbor island communities. Hawaii Island is not in a position to be part of
the wager — the stakes are too high. Mahalo for the opportunity to submit our testimony.

Sincerely,

Vivian Landrum
President/CEO



December 1, 2010

Honorable Rosalyn H. Baker, Chair

Senate Committee on Commerce and Protection
Hawaii State Capitol, Room 230

415 South Beretania Street

Honolulu, Hi 96813

Dear Senator Baker,

Subject: PASHA INTERIM DECISION AND ORDER AND IMPACTS ON NEIGHBOR ISLAND
COMMUNITIES

| write to you concerned for the farmers of Molokai and the community in general. The Molokai
Homestead Farmers Alliance is very disappointed in the decision again made by Public Utilities
Commission (PUC) to again forget about us. Though we are a small island with very few voices,
every time a decision is made it is made by others that do not get drastically impacted like us the
people of Molokai. We the farmers are outraged when we try to move forward sending product to
the neighbor islands to once again get set back because of transportation issues. We can grow
it, and have proven that, but PUC threatens business like ours by making decisions such as these
without confiding in us.

| am well aware of YB'’s intension if PUC allows this to happen they will, mostly likely cut back
barges reduce our food distribution incoming and outgoing. This will cripple us.

| thank you and your committee for looking at this matter and seeing how important PUC”s
decision is to us, all of us. PUC needs to hold public hearings on our island. This decision can
make or break many of us farmers.

Mabhalo,

Lynn DeCoite
President, Molokai Homestead Farmers Alliance

President, L&R Farm Ent LLC
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SUPER STORES

November 22, 2010

Public Utilities Commission

State of Hawal'i

465 South King Street, Room 103
Honolulu, HI 96813

RE: Pasha Hawai'i interim Decision & Order — PUC Docket #2009-0059

Dear Commissioners Caliboso, Cole, and Kondo:

KTA Super Stores prides itself on carrying a significant amount of foods produced on the Big Island,
including fruits, vegetables, milk, eggs, lamb, and range-fed beef. Many items are marketed and sold
under our Mountain Apple Brand® label, which is not only dedicated to food products grown, processed,
or manufactured in Hawai'i, but also seeks to promote agricultural diversification locally.

But there is no denying the fact that Big Island residents also need and want things that cannot be
produced here — food productss as well as other types of goods and materiais. In general, what we
cannot get on our own island, we seek to get from the other islands first and foremost, before seeking
other mainland or international sources. These products are typically transported interisland via barge.

As both a Big island resident and as a businessman, | count on not only the affordability and reliability
but also the frequency of interisland barge service currently provided by Young Brothers. In some
senses, their service is the lifeblood of not only our economy, but of our lifestyle.

That is why | am very concerned with the PUC’s recent decision to allow a major change in inter-island
shipping. If Pasha Hawai'i is free to serve only Kahului and Hilo, and to capture some of the most
profitable cargo which Young Brothers currently ships, it could have a negative impact on all Neighbor
Islands, not just the smaller ones. With a reduced customer base to support their comprehensive
infrastructure, Young Brathers would na doubt be farced to make same difficult decisions about service
types and frequencies. 1 know this, because as a businessman, that is what | would have to do also.
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Furthermore, it is my understanding that Pasha will not be offering refrigerated cargo services. In that

case, Pasha Hawai’i cannot transport the vast majority of fresh food products, and therefore serves little
purpose for the food industry.

| urge the PUC to do what is right. Reconsider your decision. Take a second look at what this decision
may mean for all residents of Hawai‘i, and particularly to those of us on the Neighbor Islands. At the
very least, | hope that you will decide to re-open the discussion and hold public hearings on all islands.
Surely, that is not too much to ask for a change of this magnitude.

Thank you for your attention to my concerns.

Sincerely,

Derek Kurisu
Executive Vice President
KTA Super Stores

C. Consumer Advocate, Department of Commerce and Consumer Affairs
335 Merchant Street, Room 326, Honolulu, HI 96813




October 15, 2010

Mr. Dean Nishina

Division of Consumer Advocacy
P.O. Box 541

Honolulu, Hawaii 96809

Dear Mr. Nishina,

| am writing to you to introduce the services of Unicold Corporation as well as express
my concerns relating to the Public Utilities Commission and their consent of Pasha's entry into
Hawaii services.

Unicold Corporation isinvolved in refrigerated freight forwarding and warehousing
servicing food distributors located on all islands of Hawaii. We are responsible for the movement
of products from the West Coast Ports to our refrigerated warehouse in Honolulu where we
tranship our inter-island shipments through the services of Y oung Brothers.

My understanding is that Pashawill not be afull service inter-island carrier that will only
provideroall on, roll off shipping from Honolulu to Maui and Hilo then returning back to San
Diego. Accordingly, the available revenues that are currently generated for these services will
now be shared among two carriers and the overall consequences will have a definite negative
impact. Young Brothersis Hawaii’sonly full service carrier therefore, with the entry of Pasha
the end result will be either areduction of service and or higher prices.

Hence, it is obvious that the aforementioned does not create a suitable situation for
Unicold and its customers. If thereisto be “competition”, then everyone should be held to the
same service requirements. Asit stands, the business playing field becomes unequal and the final
conseguence will initiate a negative impact to the general public of Hawaii.

Sincerely,

Unicold Corporation

Darryl M. Kawano
Genera Manager

CC: Carl Caliboso
Public Utilities Commission



General Manager, Whirlpool Quality Express

Before:
Senate Committee on Commerce and Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding update on and information about the recent
Interim Decision and Order issued on September 20, 2010, by the Public Utilities
Commission in Docket No. 2009-0059, In re Application of Pasha Hawaii Transport
Lines LLC for Issuance of a Certificate of Public Convenience and Necessity and
Approval of its Local Tariff No. 1 for Service Between and Among the Ports of
Honolulu, Kahului, Hilo and Nawiliwili..

Chairs Baker, Vice Chair Taniguchi and committee members:
Thank you for this opportunity to address your committee.

Whirlpool Quality Express utilizes Young Brothers, Ltd. exclusively for inter
island shipping of all major house hold appliances. It will be imperative that
shipping cost be kept affordable, both for the shipper and for the consumer.
Please review and consider all of the issues of Pasha's entry into this market
and certify that shipping cost will be kept at the current shipping rates and do
not affect the cost of outer island consumer goods, other than the fluctuation of
current fuel costs.

We at Quality Express realizes that we will not, nor can we benefit from the
movement of Pasha but will be effected tremendously by the cost increases by
Young Brothers as they will have to increase their rates to compensate for the
loss of a huge market share of inter island shipments.

Sincerely,
Gary H. Watanabe



Green Point Nurseries, Inc.

www.greenpointnursery.com
November 30, 2010

Testimony of
Eric S. Tanouye
Vice President and General Manager of Green Point Nurseries, Inc.

Before:
Senate Committee on Commerce and Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding update on and information about the recent Interim
Decision and Order issued on September 20, 2010, by the Public Utilities Commission in
Docket No. 2009-0059, In re Application of Pasha Hawaii Transport Lines LLC for
Issuance of a Certificate of Public Convenience and Necessity and Approval of its Local
Tariff No. 1 for Service Between and Among the Ports of Honolulu, Kahului, Hilo and
Nawiliwili..

Chairs Baker, Vice Chair Taniguchi and committee members:
Thank you for this opportunity to discuss and to address your committee.

My name is Eric Tanouye, Vice President and General Manager of Green Point Nurseries on
the Big Island of Hawaii. We are a grower and shipper of anthurium, other tropical cut
flowers, foliages and plants.

In regards to the addition of Pasha in carrying interisland cargo, it is important that this
addition does not create a negative impact on our Inter island shipping routes and times. It is
important that the frequency and availability of shipping times remain the same or increase to
allow farmers to ship their perishable products in a timely arrival and keep the viability of
Hawai'i agriculture to thrive.

P.0. BOX 4400 e HILO, HAWAII 96720  PHONE: (808) 959-3535 & FAX: (808) 959-7780 e E-MAIL: gpn@greenpointnursery.com
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If Pasha was to be allowed to become part of Hawaii’s interisland shipping there needs to be
adequate guarantees and “promises’ on how they will operate. Currently Young Bros. is
regulated on their shipping times, ports and schedules. Pasha will also need to be regulated to
maintain the dependability of shipping. Currently through Hawaii Farm Bureau, Young Bros
offers a 30% discount to farmers. This Young Bros’ offering allows farmers from the
neighbor islands to furnish local products in a timely and competitive manner, supporting
local agriculture and the local economy.

Pasha as an additional interisland shipper will end up forcing change. Change can bring
competition to interisland shipping and have the positive effect of increasing service to
interisland shippers, allowing for greater flexibility. We can hope that this stimulates better
service and in turn more opportunities. New opportunities are great but we need to be careful
that we don’t take a step forward, and then end up taking two steps back.

Thank you, once more for allowing me to bring up these topics of concern. If you have any
questions, please feel free to contact me via email at eric@greenpointnursery.com, phone
(808) 959-3535 ext 22.

Vice-President/General Manager
Green Point Nurseries

P.O. BOX 4400 e HILO, HAWAII 96720 ¢ PHONE: (808) 959-3535 e FAX: (808) 959-7780 e E-MAIL: gpn@greenpointnursery.com
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December 2, 2010

To: Senator Rosalyn Baker, Senate Committee on Commerce & Consumer Protection
RE: Young Brothers and Pasha

Public Testimony for December 2, 2010 Hearing

Lanai’s businesses and its residents rely on Young Brothers. It has provided more than freight service to
our island, it also provides a helping hand in countless ways to our community.

| am a board member of the Lanai Animal Rescue Center. During the past year, Young Brothers has
offered our non-profit organization free freight to transport our cat food to Lanai. We have 250 cats in a
park-like sanctuary and thanks to their kokua, we have been able to provide a safe setting for them and
helped to protect our island’s federally protected bird colonies as well.

| am the owner of Bennie’s Farm, an 18-acre farm | started in 2003. It is the only commercial farm on
the island. Although all of the produce the farm grows is sold on Lanai, | rely on Young Brothers to ship
all of the supplies | need to Lanai.

In town hall meetings, residents have discussed diversified agriculture as a possible way to broaden our
island’s economic base. We cannot do this without a way to ship our goods to market. | know that if
and when we can form a co-op of farmers, Young Brothers will be there to assist us.

| am the owner of Lanai Today, the only community newspaper on Lanai. It would not be economically
feasible for me to continue printing my newspaper on Oahu if | did not have affordable freight service.

On a personal note, I've observed how Young Brothers has helped people in our community. Recently,
Young Brothers provided the family of a deceased teacher free shipping to ship his huge collection of
books to the University of Hawaii.

I've also noted how Young Brothers has taken care of its Lanai employees. With the recent downturn in
the world-wide economy, it would have been easier for them to lay off their employees and to have
them work reduced hours, just enough hours to service the once-a-week barge. Rather than do that,
Young Brothers incurred the extra cost and time to send its Lanai employees to other ports to work,
giving them full-time employment.

Pasha’s entry into Hawaii will impact all of us. Young Brothers cannot be expected to continue serving
small communities such as Lanai and Molokai without its bigger and more profitable ports defraying part
of its costs.

We need your help, Senator Baker. Without Young Brothers providing weekly barge service to Lanai,
our community will die.

Alberta S. de Jetley,

P. O. Box 630601, Lanai City, Hawaii 96763 email: [anaitoday@yahoo.com cell: (808)649-0808
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November 30, 2010

PUBLIC UTILITIES COMMISSION
456 South King Street, First Floor
Honolulu, Hawaii 96813

Re: Pasha Interim Decision & Order, PUC Docket #2009-0059
Dear Commissioners,

My name is Kerry Honda and I represent Pine Isle Market, Ltd., an independent grocer
on the island of Lanai. My family has served the community of Lanai City for nearly
sixty years. We have seen the transition of freight rates from the early days of the Dole
Pineapple Plantation barge to the current Young Brothers Barge.

During the early days when the Dole barge serviced the island, we were fortunate enough
to be able to receive shipments up to four times a week at a fairly inexpensive rate. Our
drawback was that the freight was not insured. At times some of the freight would arrive
damaged and we would have to absorb or pass on the loss. As in current times, the
weather played an important role in receiving our cargo.

When the Dole Pineapple Plantation closed its doors, Young Brothers stepped in to
provide interrupted service to our island becoming our lifeline to the outer world.

When the Hawaiian Electric Company sold Young Brothers Barge to Salt Chuck, a
mainland based corporation, their commitment held solid and they are still providing us
with excellent service.

We are truly grateful for Young Brother’s weekly service to Lanai. Although our port has
to be subsidized by other ports, Young Brothers remains committed to the people of
Lanai.

By allowing Pasha to be selective in the ports that they service and taking away profitable
cargo that used to be handled by Young Brothers, will definitely unfavorably affect the
current rates they charge. We do believe that competition is good but please let it be fair
competition.

Respectfully,

Kerry Honda
Pine Isle Market, Ltd.



Senate Committee on Commerce and Consumer Protection
Date: December 2, 2010
Time: 9:30 am
Place: Conference room 229

Speaking in Strongest Possible Opposition to PUC Interim Decision and Order Granting Pasha Hawaii
Transport Lines LLC a Certificate of Public Convenience and Necessity-Docket No. 2009-0059

Chair Senator Rosalyn H. Baker and Members of the Committee:

My name is James E. Coon, President and CEO of Coon Brothers, Inc. Family of Companies, and Vice
President of Lanai City Service, Inc. Speaking in the strongest possible opposition to PUC interim
decision and order granting Pasha Hawaii Transport lines a Certificate of Public Convenience and
Necessity-Dacket No. 2009-0059.

We are one of the largest employers on the Island of Lanai, employing over 60 Lanai residents. Most of
these people are heads of households and have no other work available to them. These past two years
have been very difficult for Lanai with the downturn in the tourism economy. If we wereto have amajor
negative change in economic viability of our only supplier of freight to Lanai, (Y oung Brothers) it would
put our company at serious risk for survival.

As acompany and as a community we depend on the weekly barge run by Y oung Brothers. This recent
ruling by the PUC puts every business on Lanai and the Lanai community at risk. Young Brothersisthe
only company that brings freight to our community. We get a barge once a week, weather permitting. As
it isthe community often runs out of perishable goods before the week is through and the next barge
comesin. Even though our freight expenseis high, | am sure that if we had to pay the actual costs that

Y oung Brothers absorbs to service our island, that it would be much higher. To allow Pashato “cherry
pick” the markets they want to service is not reasonable. It will put Young Brothers at financial risk and
consequently our community of Lanai and our island businesses.

The State has said its policy isto support our isolated rural communities, yet decisions like this by the
PUC run counter to the best interests of our State Policy and our communities. The policy within the
Hawaii Water Carrier Act clearly states that service must be provided without “unjust discrimination,
undue preference or advantage or unfair or destructive competitive practices’. The recent PUC Decision
creates this very situation.

We need regular, frequent service by a carrier that can ship refrigerated goods, dry goods, construction
equipment, vehicles, etc. to the Island of Lanai. Y oung Brothers has spent significant fundsin
infrastructure to supply Lanai. Young Brothersis very supportive of the Lanai Community and has for
several years actually not even charged for shipping food to Lanai for certain special community events.
They care about our community and service uswell. Please do everything in your power to help reverse
the unfortunate PUC ruling that will have such a serious consequence to our Island and many other
communities. PUC has the right to reverse this interim authority if it sees significant adverse effect on
YB.

Please do not wait until Y oung Brothers has lost so much money that they either cannot afford to give us
the service we need to put pressure on the PUC to reverse this ruling.



Senator Baker and members of the Committee, we are very appreciative of your willingness to hold this
hearing and your desire to help us. We are depending on you to do all you can to reverse this untimely
and poorly thought out PUC decision.

If you have any questions, feel free to call me at: 808-870-9115
Sincerely,

James E. Coon, President
Coon BrothersInc.



Please submit this letter as testimony for the December 2, 2010 Senate Commerce and
Consumer Protection Committee information briefing at 9:30 am in Conference Room 229.

From: Jeffrey S. Egusa, President & General Manager
Friendly Market Center, Ltd.
Kaunakakai, Moloka'i

Re: Decision by the Public Utilities Commission in Docket No. 2009-0059, Application of
Pasha Hawaii Transport Lines for Issucance of a Certificate of Public Convenience and
Necessity and Approval of its Local Tariff No. 1 for service between the ports of Honolulu,
Kahului, Hilo and Nawiliwili.

Dear Senator Rosalyn H. Baker,

Friendly Market Center has been a retail grocery store located in Kaunakakai serving the people
of Molokai since 1953.

The PUC decision to allow PASHA to compete for interisland shipping business but with “cherry
picking” privileges, both shocked and disappointed us here on Molokai. Last year, Friendly
Market and other businesses wrote to the PUC to express our concerns about Pasha trying to
compete unfairly with Young Brothers. But the PUC ignored us and approved the plan without
even a public hearing.

Young Brothers Ltd, as a PUC regulated entity, has been required to provide service to all
islands as a critical need. For decades Young Brothers has been delivering staples such as
fresh milk, produce, canned foods, feed, building materials, etc for both businesses and
residents. We are thankful that HTYB, as a whole, is a profitable business knowing quite well
that shipping to Molokai is not a profitable stop. Why should Pasha be allowed to pick only the
most profitable ports to do business in and leave business at smaller, “break-even or below
cost”, ports for Young Brothers to carry alone. If PASHA wants into the shipping market then
they should abide by the same terms imposed on Young Brothers by the PUC; that is shipping
all commodities to ALL islands.

Friendly Market Center is seriously concerned that our interisland barge service will destabilize
resulting in higher shipping costs, reduction in service days, elimination of the “less than
container load” option, or loss of barge service all together. Please require the PUC to
reconsider its decision and in the very least, hold public hearings on all islands before allowing
Pasha to operate.

Thank you for your kind attention.

Respectfully,

Jeffrey S. Egusa



Committee on Consumer Protection
Attn: Senator Rosalyn Baker

This letter is in regards to the recent Interim Decision and Order issued on September 20,
2010 by the Public Utilities Commission in Docket No. 2009-0059 and the Application of
Pasha Hawaii Transport Lines LLC for Issuance of a Certificate of Public Convenience and
Necessity and Approval of its Local Tariff No. 1 for Service Between and Among the Ports of
Honolulu, Kahului, Hilo, and Nawiliwili.

Dear Senator Baker,

I am writing you in concern of the ruling in favor of Pasha to be approved to ship cargo to
limited ports and schedules in the State of Hawaii. | do NOT think it is fair for one carrier
to be forced to service all ports (Young Brothers) while another carrier (Pasha) will be
granted the ability to service only the ports they choose and when they choose to do so.
This would mean that Pasha would not need to service certain ports every week. This
decision will not help the majority of neighbor islanders who ship goods and cargo every
week from the outer islands to Oahu. It will only benefit a few, including Pasha's bottom
line. 1 hope you consider NOT allowing Pasha to do limited services to Hawaii. If you
approve of Pasha's request, it will force Young Brothers to reconsider its Ports of Call and
local agricultural discounts that help our neighbor island farms and businesses stay in
business, and will result in higher shipping costs to all of Hawaii's residents.

Sincerely,
James L. "Kimo" Pa

Kimo Pa Big Island Container Sales & Rentals, LLC.
421 Lama Street Hilo, Hawai'i 96720

Office: (808)981-0805

Fax: (808)981-0756

Phone: (808)960-1058
www.bigislandcontainer.com



http://www.bigislandcontainer.com/�

kevin misakl ~To public utilities commision <hawaii.puc@hawaii.gov>
<kevmisakl @gmail.com>

10/15/2010 08:24 AM

cc
bce
Subject pasha entry to market

to mr caliboso,

i'm writing to express my concemns regarding pasha entry into the interisland shipping market.
i am definitely supportive of open competion, however young bros. says it consequences will
impact all the small shipping ports.our store,misakis inc,located on the island of molokai,depends
on young bros to ship 100% of our products. any kind of reduced shipping will negatively impact
our business. misakis needs to have at least the same service availiable at present to continue our
business. thank you for listening to our concerns, aloha, kevin misaki vp
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State of Hawaii Public Utlities Commission
Department of Budget and Finance

455 South King Street

Kekuanao'a Bidg, First Fioor

Honoluly, HI 96813

RE: PUC Decision on Docket #2009-0059
Dear Commission:

Wae residents and merchants of Molokai are writing to express our opposition to Pasha being allowed
o open business servicing Hilo, Kahului, and possibly Nawiliwili ports, without being required (0
service Molokai or Lanai. tn light of the fact that the PUC did not hold public hearings, we ask the
PUC to at least reconsider this decision and hold public hearings immediately.

Cargo service Is crucial to all Hawail residents — regardless of which istand they live on, Qur
community on Molokai reties heavily on YB's regular, twice weekly barge service. A majority of our
goods arive via YB barge. We have warked with YB and public officials in maintaining LCL service
and fwo sailings per week and yet, after all of this and after making our positions clear earlier in this
case, the PUC has chosen to ignore us and refuse us even a chance 10 be heard. Despite the small
size of our community, residents of Malokai should be treated as equal partners in datermining the
fate of any proposal that risks disrupting or changing 2 yital service like interistand shipping.

There is only & fixed amount of shipping business in Hawail. We are concemed that 2 long time
reliable business such as YB may be destabilized by unfair competition. Although competition is
usually & good thing, Pasha is “charry picking” the profitable ports and jeaving the smaller,
"hreakeven ar below cost” ports for YB to carry alone, Pasha also will not ship refrigeratad cargo of
livestosk, of provide an agricultural discount, which YB offers. Without that agricultural discount,
farmers may not be able to ship their goods out, and local retailers and consumers would have less
access to locally grown food.

If Pasha wants to cornpete for business with YB, then they should have to live up to the same
obligations as YB. We do not believe that the PUC has looked carefully at this issue from the view
of neighbor isiand residents and businesses. Otherwise, the PUC would have been more careful
about listening to neighbor island residents and about the risks of changing the econorics of
interisland cargo service and lgaving some customers with little service or no service.

Residents of Molokai have a lot at stake. We face losing the only barge service we have, ifthe
changed economics of interisland shipping forces YB 10 change:its services to our islands.

The PUC should reconsider this de'cision' and schedule public hearings on all islands.

Singerely, o IR VA e iv,—y DA BLAASAESTES
PRININAME ~ SIGNATURE COMPANY © ADDRESS
1. Creorme Wanng  THehe— MK SRS For> 152 Kawainian  Poim S0 0

1 by

Jy / |
2, M}fﬁ*{\ k{\}g@ %W {ri,lﬁmoq g ErTer Bt (a1 Molskbon AU 743
\ v !




12/81/2018 89:32 8885533766 FRIENDLY MARKET CNTR PAGE 82

RE: PUC Decision on Docket #2009-0059

PRINT NAME S!GNATURE COMPANY ADDRESS
1._ By AL i #Zoyy Mas wu) ‘Mpp\m PO By, S0 'k 46T
2’\.&0“’\\24357% HW/%M(& P03 07045 ' 96778

. Pl Meow Msm Gy Ay e b1l
o My Mo e Ve b Brods (e 967
5 "Yarm (rkoda Voo tapatn GT @uhﬁa@_r Por St6, Klar AGrag

6. G lenn Takafs %M Kmuécém /fwﬁ) Gk Box 25 Fla Ferpy
7 MBI A GW#“MM&F W MMH‘SW% fo-5¢ g KEu i
o LNDA TOHOSTEN Dot Ao /L(Bfoﬁajﬁ?’f‘*&zﬁvupws
o Buke Totlepy 7. 7 Ediei g 208 E¥Niger

10, T Aty 1= e vy =AZlppion. -'Fv-und,k; ‘fre,,._.,-hrﬂ e Per 278 Kavuakaleny Gevay

1. Bammznouy: (oo bl Kied deths
12, @IDSS'GM \Pﬁﬁpbt, Kﬁn%j@ MW EMQL K'&'q

13, enew Lotwre JYDLOKR] tpiters & 5,”; Bovzyo IV

' C Hocon 5fra /W?’m;ﬁ}’/“/w
Dy ecé Ez:: 0005 lma/ Guriter Box 10 ,{1@ A ol
6. G AL C«Lm.\ AN P.0 o £ /s, lﬂw%&

17. P‘M\Hmw Greonben £ %475 ﬁx Po.soy aa Hlhe B '?WR?
18, arsp O, mo b M,Mvcf 7o ﬁwif&fﬁ.ﬁ.... (‘"6'7_.,-
19 &Mﬁgﬁfy@mqm/@ 52 4/4/1/1'«“.& %',‘Z???

zoﬂj_ov'\ MNWWWM% %Mﬂq AT




12/81/26818 ©9:32 BB85533766 FRIENDLY MARKET CNTR

PAGE 83

PRINT NAME SIGNATURE ADDRESS

COMPANY DDRESS
3. A’AIXLWFJM%% SO By $re e, FE7 /‘*’}’
Lomeenle fysmis é\/—ﬁﬁj Rer. (890 KEH1 FOTH
s KEUM rsaiel  migpels (M po o & Fy /c#M

o, LyNDM 'Daﬂﬂz, Siton) 4 Flumns 90 brx 1 Kt G746
Gy gla wm\c-m.q 4 Ng

fre 1@3 éwféj %o‘ 7%#7* 94729

, sl Loful'c,  Box (STT fies 7787
f0. UA} Wiy an Claning box loe] ['Kay Thryg

gt Gavarnor-Elect Neil Abercrombie
State Senator J. Kalani English
State Representative Mele Carroll
Div. Of Consumer Advocacy, Dept of Commerce and Consumer Affairs
Mayor-glect Alan Arakawa
Council member Danny Mateo



12/B1/20818 83:12 8665538334

MOLOKAI WYACATION PRO PAGE B1/81
12/91/20818 ©7:56 8pe8533766 FRIENDLY MARKET CNTR - PAGE @81

November?ﬂ_, 2010

State of Hawall Public Wlities Commission
Department of Budget and Finance

465 South King Street

Kekuanao'a Rldg, First Floor

Honolulu, HI €6813

RE: PUC Decision on Dotket H#2008.0059
Dzar Commission:

We residents and merchants of Molokai are writing to exXpress our opposition to Pasha being allowed
to open business servising Hilo, Kahului, and possibly Nawhliwili ports, without being required to
gervice Molokal or Lanai. [n light of the fact that the PUC did not hold public hearings, we ask the

- PUG to at laast reconsider this decision and hold public hearings immexdiately.

Cargo service is crucial I all Hawaii residents — regardiess of which island they five on. Our
community on Molakai relies heavily on YR's regular, twice waekly bange service. A majority of our
goods arrive via YB barge. We haves worked with YB and public officials in maintaining LCL service
and two saifings per week and yet, after all of this and after making our positions clear earier in this
cate. the PUC has chosen to [gnere us and refuse us even a chance to be heard. Daspite the small
size of our community, residents of Malokai shauld be treated e equal partners in determining the
fate of any proposal that dsks disrupting or changing a vital service like intarisland shipping.

There is only & fixed amaunt of shipping business i Hawall. We are concemad that a long timé
reliable business such as YB may be destabilized by unfair competition. Although compedition is
usually 2 good thing, Pasha is “cherry picking” the profitable ports and [saving the smailler,
"mreakevan or below cost” ports for YB to carry alone. Pasha alsa will not ship refrigerated cargo of
fivestock, or provide an agricultural discount, which YB offers. Without that agricultural discount,
farmers may not be able to ship thelr goods out, and local retailers and consumers would have less
access to locally grown food.

1§ Pasha wanis to compete for business with YB, then they should have to live up to the same
ohligations as YB. We do not beliave that the RUC has locked carsfully at this {ssue from the view
of neighbor ieland residents and businagses, Dtherwisa, the PUC would have been more careful
aboett atening to neighbor lsland residents and about the risks of changing the seonomics of
interigland cargo service and leaving some customers with itle service or no service.

Residents of Molakai have a lot at stake. Wae facs losing the only barge service we have, ifthe
changed economics of inferisland shipping forces YB to change its services to our islands.

The PUC should reconsider this decision and schedule public hearings on all Islands.

Sincarely,

PRINT NAME GOMPANY ADDRESS
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November z_‘i_. 2010

State of Hawaii Public Ulilities Commission
Department of Budget and Finance

465 South King Street

Kekuanao's Bldg, First Floor

Honolulu, Hi 96813

RE: PUC Decision on Docket #2002-0059
Dear Commission:

We residents and merchants of Molokai are writing 1o express our opposition to Pasha being allowad
to open business servicing Hilo, Kahului, and possibly Nawiliwili ports, without being required to
service Molokai or Lanai. In light of the fact that the PUC did not hold public hearings, we ask the
PUC to at least reconsider this decision and held public hearings immediately.

Cargo service is crucial to all Hawaii residents — regardless of which island they live on. Ouy
community on Molokai relies heavily on YB's regular, twice weekly barge service. A majority of our
goods arrive via YB barge. We have worked with YB and public officials in maintaining LLCL service
and two sailings per week and yat, after al! of this and after making our positions clear earlier in this
case, the PUC has chosen 1o ignore us and refuse us aven a chance to be fieard. Despite the small
size of our community, residents of Molokai should be treated as equal partners in determining the
fate of any proposal that risks disrupting or changing a vital service like interisland shipping.

There is only a fixed amount of shipping business in Hawaii. We are concerned that a long time
reliable business such as YB may be destabilized by unfair competition. Although cornpetifion is
usually a goed thing, Pasha is "chemry picking” the profitable ports and leaving the smaller,
"breakeven or below cost” ports for YB 1o carry alone. Pasha also will not ship refrigerated cargo or
fivestock, or provide an agricultural discount, which YB offers. Without that -agricultural discount,
farmers may not be able ta ship their goods out, and local retailers and consumers would have less
access to locally grown food. -

If Pasha wants to compete for business with YB, then they should have to live up to the same
obligations as YB. Wa do not believe that the PUC hag looked carefully at this issue from the view
of neighbor island residents and businesses, Otherwise, the PUC would have been mare careful
about listening to nelghbor island residents and about the risks of changing the economics of
interisland cargo service and leaving some customers with fittle sefvice or no service.

Residents of Molokai have a lot at stake. We faca losing the only barge setvice we have, if the
changed economics of interisland shipping forces YB to changeiits services to our islands.

The PUC should reconsider this decision and schedule public héarings on all islands.

Sincerely, ’ﬁké Fb“nwm vl flespenty
PRINT NAME SIGNATURE COMPANY ADDRESS ) |
1. Brandon Boewd e P Box B3z Ele Hi T

> Vada WVL%M _ /}//’” _ Fobry 12w | }%«%ﬁgﬂg



12/81/2818 @9:35 8085533766 ) FRIENDLY MARKET CNTR PAGE B82/13

November E‘i_, 2010

Stale of Hawaii Public Utilities Commission
Repariment of Budgst and Finance

465 South King Street

Kekuanao'a Bldg, First Floor

Hanoluly, H 96813

RE: PUGC Decigion on Docket #2009-0059
Dear Commission:

We residents and merchants of Molokai are writing to express our opposition to Pasha being ailowed
to open business servicing Hilo, Kahului, and possibly Nawiliwili poris, without being required o
service Molokai or Lanal. In light of the fact that the PUC did not hold public hearings, we ask the
PUCG to af least reconsider this dacision and hold public hearings immediately.

Cargo service s crucial to all Hawaii residents — regardless of which island they live on. Our
community on Molokai relies heavily on YB's regular, twice weekly barge service. A majority of our
goods arrive via YB barge. Wa have worked with YB and public officials in maintaining LCL service
and two sailings per week and yet, after all of thig and after making our positions clear earlier in this
case, the PUC has chosen to ignore us and refuse us even a chance to be heard. Despiie the small
size of our community, residents of Molokai should be treated as equal partners in determining the
fate of any proposal that risks disrupting or changing a vital service fike interistand shipping.

There is only a fixed amount of shipping business in Hawail. We are concemed that a long time
reliable business such as YB may be destabilized by unfair competition, Although competition is
usually a good thing, Pasha is "chemy picking" the profitable parts and leaving the smaller,
“breakeven or below cost” ports for YB to carry alone. Pasha also wiil not ship refrigerated cargo or
livestock, or provide an agricuttural discount, which YB offers. Without that agricultural discount,
farmers may not be able to ship their goods out, and local retaileérs and consumers wauld hava Jess
access 1o locally grown food,

If Pasha wants to compate for business with YB, then they should have to live up to the same
obligations as YB. We do not believe that the PUC has looked carefully at this issue from the view
of neighbor island residents and businesses, Otherwise, the PUC would havé been more careful
about listening to neighbor island residents and about the risks of changing the economics of
interisland cargo service and leaving some customers with little service or no service.

Resldents of Malokai have a lot at stake. We face losing the anly barge service we have, if the
changed economics of interisland shipping forces YB to change its services tg our islands.

The PUC should reconsider this decision and schedule public hearings on all islands.

Sinceraly,
PRINT NAME SIGNATURE COMPANY . ADDRESS
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-November Eﬁ_ , 2010

State of Hawali Public Utilitiss Commission
Department of Budget and Finance

465 South King Street

Kekuanao'a Bldg, First Floor

Henolulu, Hl 96813

RE: PUC Decision on Docket #2009-0059
Dear Commission:

Wea residents and merchants of Molokal are writing to express our opposition to Pasha being allowed
to apen business servicing Hilo, Kahului, and possibly Nawiliwili ports, without being required to
service Molokai or Lanai. In light of the fact that the PUC did not hold public hearings, we ask the
PUG to at least reconsider this degision and hold public hearings immediately.

Cargo service is crucial to all Hawaii residents — regardiess of which island they live on, Our
community on Molokai ralies heavily on YB's regular, twice weekly barge service. A majority of our
goods arrive via YB barge. Wa have worked with YR and public officials in maintaining LCL service
and two sallings per week and yet, after all of this and after making our positions clear eardier In this
Gase, the PUC has chosen to ignore us and refuse us even a chance to be heard. Dsspite the small
size of our community, residents of Molokal should be treated as equal pariners in determining the
fate of any proposal that risks disrupting or changing a vital service like interisland shipping.

There is only a fixed amount of shipping business in Hawzii, We are concemed that a long time
reliable business such as YB may be destabilized by unfair competition. Although competition is
usually a good thing, Pasha is "cherry picking" the profitable ports and leaving the smaller,
"breakeven or below cost" ports for YB to carry alone. Pasha also will not ship refrigerated cargo or
fivestock, or provide an agriculturai discount, which YB offers. Without that agricuitural discount,
farmers may not be able to ship their goods out, and local retailérs and consumers would have less
access to locally grown food.

if Pasha wants to compete for business with Y8, then they should have to live up to the same
obligations as YB. We do not belisve that the PUC has looked carefully at this issue from the view
of neighbor island residents and businesses, Otherwise, the PUC would have been more careful
about listening to neighbor ieland residents and about the risks of changing the economics of
interisland cargo service and leaving some customers with little service or no service,

Residents of Molakai have a lot at stake, We face losing the only barge service we have, If the
changed economics of interisland shipping forees YB to change its services to our islands.

The PUC should reconsider this decision and schedule public hearings on all islands.

Sincerely,
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November _%i, 2010

State of Hawaii Public Utilities Commission
Department of Budget and Finance
485 South King Strest
Kekuanao'a Bldg, First Floor
- Honolulu, Mf 96813

RE: PUC Decision on Docket #2009-0059 .

Y

Dear Commission:

We residents and merchants of Molokai are writing to express our opposition to Pasha being aliowed
to open business servicing Hilo, Kahuiut, and possibly Nawiliwili ports, without being required to
service Molokai or Lanai. In light of the fact that the'PUC did not hold public hearings, we ask the
PUC fo at least reconsider this decigion and hold public hearings immediately.

Cargo service is crucial to all Hawaii residents — regardless of which island they live on. Our

community on Molokai relles heavily on YB's regular, twice weekly barge service. A majority of our

goods arrive via YB barge. We have worked with YB and public officials in maintaining LCL service

and two sallings per week and yet, after all of this and after making our positions clear earlier in this

¢ase, the PUC has chosen to ignore s and refuse us even a chance to be heard. Despite the small

size of ur community, residents of Molokai should be treated as equal partners in determining the
- fate of any proposal that tisks disrupting or changing a vital service like interisiand shipping.

There is only a fixed amount of shipping business in Hawaii. We are concerned that a long time
- reliable business such as YB may be destabilized by unfair competition, Although competition is
" usually & good thing, Pasha'ls “cherry picking” the profitable ports and leaving the smaller,
"breakeven or below cost” ports for YB to carry alone. Pasha also will not ship refrigerated cargo or
livestock, or provide an agricultural discount, which YB offers. Without that agricultural discount,
farmers may not be able to ship their goods out, and local retailers and consumers would have less
access to focally grown food.

If Pasha wants to compete for business with YB, then they should have to live up to the same
obligations as YB. Wa do not belisve that the PUC has locked carefully at this issue from the view
of neighbar island residents and businesses. Otherwise, the PUC would have been more carefu]
about listening to neighbor island residents and abouyt the risks of changing the economics of
interisland cargo service and leaving some customers with little service or no service.

Residents of Molokal have a lot at steke. We face losing the only barge service we have, if the
changed economics of intarisland shipping forces YB to changeiits services to our islands.

The PUC should reconsider this dgcision'and schedule public hearings on all islands.

Sincerely,
\
PRINT NAME SIGNATL COMPANY ADDRESS
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RE: PUC Decision on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059

BRINT NAME SIGNATURE COMPANY ADDRESS

1.‘3%&!5"4%4%\! ZQ ;WM/
2. " 7 — & ,

3Uﬂh‘d MI’I -
« Kbt K q.7¢

sbzpm-e_ AE;!L W'  gered”

. A ﬁM«m Dt WAHS
%mms&/ NEZAZENT0 26
o AL s £ ,QZ_\ Ber 172 [
o [ Ntr A, I fad GHY
/‘}AQ—/%@@:—J% ALY C{
" Aumm ] ﬁmc( M&, e Kb Lp 08
1 O, 222K,

P e 127 Ky
P4 DBL 171 KKK
Ro&tx 1| Bl
ey 1o 1) T Kay

Pox aly  K'Kox
¢A- 80X th2e 'wea (




12/81/2P918 B9:35 8885533766 FRIENDLY MARKET CNTR PAGE 18/13

RE: PUC Decision on Docket #2009-0059
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RE: PUC Decislon on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059
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RE: PUC Decision on Docket #2009-0059
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"Steve Dearing " To <hawaii.puc@hawaii.gov>

<slave.dearing @hotmall.com
= cc

10/21/2010 01:23 PM bee
Subjec! PASA DOCKET 2009-0059

Attention: Carl Caliboso

| am the owner of Palms of Hawaii and we have shipped large (field grown) palms through out
the State of Hawaii for over twenty five years. Palms of Hawaii has supplied many commercial
projects like the State Convention Center in Waikiki and currently is supplying coconut palms to
Disney’s Hawaii Vacation Project on Oahu. Over the years, | have had meetings and discussions
with Young Brothers Management explaining interisland shipping problems Palms of Hawaii
has encountered that adversely impacted business . Over the years, the problems were
addressed by Young Brothers and issues resolved that benefited business and public interests
in many ways. Previous PUC rulings have adversely impacted my business and limited sales to
the Big Island for several years. Not only was my business and contractors adversely affected
but other businesses and their employees were impacted as well . Again we have a PUC ruling
that will adversely impact interisland shipping for the State of Hawaii . | agree that competition
is good for price controls and better service on a level playing field . The PUC needs to supply a
level playing field that interisland shippers compete on because any ruling that by nature is
unfair will have profound adverse affect on business and residents alike . If this PUC Ruling is
allowed to stand, it will destabilize interisland shipping and again have an adverse impact on
business in the State of Hawaii.

Sincerely

Steve Dearing
Palms of Hawaii
808-936-8912




As a homeowner on the small island of Lanai, | am much concerned about the possibility of the Pasha
Group encroaching upon the Young Brothers' ability to serve our residents at a reasonable price. If
theYoung Brothers are left with only the smallest ports to service, they will have to charge them
exhorbitant fees in order to stay in business. We need a solution that is fair to ALL concerned: Pasha

Group, Young Brothers, AND small islanders. Please consider us in your deliberations. Thank you,
Judith V. Earl, 270 Kauna 'oa Drive, Lanai City, Lanai



Batwai‘i State Legislature

STATE CAPITOL
HONOLULU, HAWAI‘l 96813

November 5, 2010
VIA ELECTRONIC AND REGULAR MAIL
The Honorable Carlito Caliboso Mr. Dean Nishina
Chairman Executive Director
State Public Utilittes Commission Division of Consumer Advocacy
465 South King Street, Room 103 Dept. of Commerce & Consumer Affairs
Honolulu, Hawai'i 96813 335 Merchant Street, Room 326

Honolulu, Hawai'i 96813
Re: Application by Pasha Hawai‘i Transport Lines LLC - Docket No. 2009-0059
To the State Public Utilities Commission and the State Consumer Advocate:

We have reviewed your Decision and Order, dated September 20, 2010, in the case mentioned above.
Many members of the Legislature shared and voiced very serious concerns about this case, and
continue to have serious questions about both its process and result.

Many of us have already pointed out to the Commission that, as members of the State's policymaking
body, legislators must necessarily focus on issues involving the health of the State’s economy. Those
of us representing the Neighbor Islands are especially aware that the water cargo transportation
industry plays a major role in sustaining our islands. This industry is pivotal in directly and indirectly
shaping how Neighbor Island residents and businesses live and thrive.

More specifically, the economy of the Neighbor Islands depends heavily on universal, frequent and
reliable barge service provided by Young Brothers. As such, we earlier respectfully requested that
this Commission exercise extreme caution in reviewing any proposal that may change the economics

of its existing comprehensive intra-state freight system upon which the Neighbor Islands so heavily
rely.

Legislators also emphasized it is essential that you, as persons living and working on O'ahu (and
entrusted to carry forth legislative policy in a case which so directly affects Neighbor Island residents),
take the necessary measures to completely and truly understand the importance of Young Brothers’
intra-state freight system and the health of this system to those who live and work on the Neighbor
Islands. In particular, legislators called for both public hearings and an evidentiary hearing because
residents had and have too much at stake for any lesser process.




November 5,2010
Page 2 of 2

Open government is the policy of this State. As you know, public hearings are an essential part of
open, effective and accountable government. A public forum ensures not only that the public has an
avenue to voice concerns, but also that government agencles are well-informed and made aware of,
among other things, community concerns regarding risks of harm. It is particularly important that
those individuals and communities who have much at stake and will potentially be impacted by
agency decision-making have this opportunity to be heard. In cases where issues of public
importance are heavily contested, evidentiary hearings are equally important. These hearings foster
the development of a proper and complete record as a basis for good decision-making by, among

- other things, providing a forum for the testing of positions by the parties as well as the Commission.

We believe that the present case should have included, before any PUC decision, the safeguards of
public and evidentiary hearings, as part of ensuring careful review and public confidence in the result,
This critical case should not have been closed without the benefit of the best available process and
this process should have included public participation so that concerns and impacts, widely stated by
both legislators and their constituents, could have been discussed, argued and heard in the view and
with the participation of the public.

Again, we call upon the Commission to reconsider the action taken and to hold pubtlic hearings on all
istands in reconsidering this matter, We also call upon the Commission to employ all other available
processes to ensure a well-developed record that reflects rigorous participation by all parties and the
Commission and that includes the opportunity to question and test adverse witnesses and the
opposing positions presented in this matter.

If you have any questions about this matter, please do not hesitate to contact us. Like our
constituents, we also look forward to the opportunity to be publically heard.

Sincerely,

Sen. Russell Kekubun Sen. Dwight Takamine

Rep. Clifton Tsuji ep. Robert Herkes

Rep. Denny Coffman Rep. Zaye Hanohano Rep. Mark Nakashima

Rep. Cirfdy Evans




HAWAII STATE LEGISLATURE
STATE CAPITOL
HONOLUL U, HAWAII 96813

November I8, 2010

The Honorable Carlito Caliboso Mr. Dean Nishina

Chairman Executive Director

State Public Utilities Commission Division of Consumer Advocacy

465 South King Street, Room 103 Dept. of Commerce & Consumer Affairs
Honolulu, Hawai'i 96813 335 Merchant Street, Room 326

Honolulu, Hawai'i 96813

Re: Application by Pasha Hawai'i Transport Lines LLC - Docket No. 2009-0059

Dear Chair Caliboso and Mr.Nishina;:

The undersigned Kauai legislative delegation represent concerned businesses and residents
on the island of Kauai.

We have reviewed the Decision and Order, dated September 20, 2010, by the Hawaii Public
Utilities Commission (Commission) in the above referenced docket. We have also reviewed the
letter, dated November 5, 2010, signed by the members of the Big Island legislative delegation and
join with that delegation in requesting the Commission to take the following actions:

Again, we call upon the Commission to reconsider the action taken and to hold public
hearings on all islands in reconsidering this matter. We also call upon the Commission to
employ all other available processes to ensure a well-developed record that reflects rigorous
participation by all parties and the Commission and that includes the opportunity to question
and test adverse witnesses and the opposing positions presented in this matter.

The reconsideration of the Commission's previous action on this docket and re-opening of
public hearings should take place before the commencement of any intrastate service by Pasha. The
Commission, early in these proceedings, was well aware of the neighbor island's concerns of the
inadvertent consequences of opening of limited competition in an exclusive service territory of the
regulated water carrier. The Commission, without explanation to legislators, their constituents or
the public in general, disregarded each of these requests for public and evidentiary hearings and
failed to place the burden on the applicant to demonstrate a need for the service.

Letter to the State Public Utilities Commission and the State Consumer Advocate
November 10, 2010



However, notwithstanding the above concerns, there should be no disagreement on the
following three points.

(1) Intrastate cargo service is critical to the sustainability of neighbor islands communities.
(2) The ultimate authority on the regulation of water carriers is within the purview of the
Legislature. There has been no policy discussion or directive from the Legislature regarding
the need to open competition in the intrastate water carrier market to better serve the
public’s interest nor that a regulated market is not in the public’s interest.

(3) In cases that implicate the continuation and/or viability of critical neighbor island water
carrier service, it is critical to apply the legislative policy of open government. As stated by
the Big Island delegation, open government includes public hearings as “an essential part of
open, effective and accountable government™ and, “[i]n cases where issues of public
importance are heavily contested,” it also includes evidentiary hearings.

Again, this Commission has not given due consideration to the State policy of the necessity
for a regulated intrastate water carrier in this docket. Where legislators, business and trade
associations, business owners, economists and the primary intrastate carrier itself have called out
for public and evidentiary hearings and have raised pointed and detailed concerns that the proposed
service may change the economics of intrastate water carrier transportation and ultimately the
viability of the State’s primary intrastate carrier, it is the Commission’s obligation, again as stated
by the Big Island delegation, to use “the safeguards of public and evidentiary hearings, as part of
ensuring careful review and public confidence in the result” and to give the public “the benefit of
the best available process ... so that concerns and impacts, widely stated by both legislators and
their constituents, [may be| discussed, argued and heard in the view and with the participation of
the public.”

Furthermore, we hope that Commissioners themselves will engage in this public discussion
and debate and issue questions to and test the positions of the parties, experts and other witnesses
on the concerns and impacts so widely stated in written submissions.

If you have any questions about this matter, please do not hesitate to contact us. We, like so
many concerned businesses and residents in this State, look forward to the opportunity to be
publicly heard on this very important issue so that the best decision in the interest of Hawaii can be
made.

Sincerely,
Ronald D. Kouchi Hermina M. Morita
State Senator, District 7 State Representative, District 14
James Kunane Tokioka Daynette Morikawa
State Representative, District 15 State Representative, District 16

Letter to the State Public Utilities Commission and the State Consumer Advocate
November 10, 2010



BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of the Application of

PASHA HAWAIT TRANSPORT LINES LLC

Public Convenience and Necessity
and Approval cof its Local Tariff
No. 1 for Service Between and
Among the Ports of Honolulu,

)
)
)
)
For Issuance of a Certificate of )
)
)
)
)
Kahului, Hilo and Nawiliwili )

)

INTERTM DECTISTON AND ORDER
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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAIT

In the Matter of the Application of)

)
PASHA HAWAII TRANSPORT LINES LLC ) Docket No. 20089-0059
)
For Issuance of a Certificate of )
Public Convenience and Necessity )
and Approval of its Local Tariff )
No. 1 for Service Between and )
Among the Ports of Honolulu, )
Kahului, Hilo and Nawiliwili )
)

INTERTM DECISTION AND ORDER

By this Interim Decision and Order, the commission
approves, on an interim basis, Pasha Hawaii Transport Lines LLC's
{*Pasha”) application for a Certificate of Public Convenience and
Necessity (“CPCN") to operate as a water carrier of property
between and among the ports of Honolulu, 'Kahului, Hilo,
Nawiliwili, Barbers Point, and Pearl Harbor.'

As described in greater detail herein, to prcovide the

State with additional intrastate shipping options and to foster

'See Application; PHTL Exhibits A - F; Verification; and
Certificate of Service, filed on March 13, 2009 (“*Application”).
Pasha served copies of its Application on the DIVISION OF
CONSUMER ADVOCACY, DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS

(*Consumer Advocate”), which is an ex c¢officic party to this
docket pursuant to Hawai'l Revised Statutes (“HRS”) § 269-51 and
Hawai'i Administrative Rules (“HAR") § 6-61-62. Pursuant to
HAR § 6-61-82, Pasha also served copies of its Application on
Mayor Mufi Hanneman, City and County of Honolulu,
Mayor Charmaine Tavares, County of Maui, Mayor William P. Kenoi,
County of Hawai‘'i, Mayor Bernard P. Carvalho, Jr., County of

Kaua‘'i, and Director Brennon Morioka, State of Hawai‘'i (“State”)
Department of Transportation.
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fair competition in the intrastate shipping industry, the
commission will allow Pasha to operate on an interim basis
through December 31, 2013, which will enable the commission to
gather actual data and relevant information (as opposed to
projections and estimates) from the parties to determine whether
Pasha’'s intrastate operations will cause undue harm to the
existing intrastate shipping industry or the public interest.

Having thoroughly reviewed all the evidence presented
in this proceeding, the commission finds that: (1) Pasha is fit,
willing, and able to perform the proposed service, and (2) the
proposed service 1is required by the present and future public
convenience and necessity. As further discussed in this
Interim Decision and Order, the commission recognizes the value
of encouraging competition and providing consumers with a choice
of intrastate water carriers. The addition of a second water
carrier of property would also minimize any potential harm or
inconvenience to the public that would occur if existing services
are disrupted.

Moreover, despite certain claims to the contrary, the
comuission finds that there 1is no specific, verifiable evidence
in the record that Pasha’'s proposed service will detrimentally
harm the public or other intrastate water carriers. Given
Pasha’'s unique market positioning and limited scope of service,
the commission believes that there will probably be no undue harm
to the existing carrier. The commission, however, 1is fully

cognizant of the concerns that the existing carrier’s ability to

2009-0059 2


rcatalani
Highlight

rcatalani
Highlight

rcatalani
Highlight

rcatalani
Highlight

rcatalani
Highlight

rcatalani
Highlight

rcatalani
Highlight


serve certailn customers and neighbor island communities may be
potentially affected by Pasha’s entry into the market.

Because it 1s difficult to determine such issues based
solely on theoretical projections submitted by the parties, the
commission will allow Pasha to operate on an interim basis until
December 31, 2013, During this interim period, the commission
will monitor Pasha's operations and evaluate the impact caused by
Pasha’s proposed service, if any. The commission will then issue
a final decision and order. The commission, however, reserves
the right to terminate Pasha’'s interim authority to operate if,
at any time, the commission determines that Pasha'’'s intrastate
service results in significant adverse effects on existing
services or the public interest.

Accordingly, the commission approves, on an interim
basis, Pasha's request to provide intrastate water carrier
service, as described in 1its Application; subject to the
regulatory conditions and requirements set forth in Section V of

this Interim Decision and Order.

I.
A.

Relevant Procedural History

On March 13, 2008, Pasha filed an Application for the
issuance of a CPCN to operate as a water carrier of property
between and among the islands of 0‘ahu, Maui, Hawai‘'i, and
Kaua'i, and for approval of its proposed Local Tariff No. 1 for

such water carrier service. The Application was made pursuant to

2009-0059 3
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HRS § 271G-10 and HAR § 6-61-81. As part of its proposed tariff,
Pasha is also seeking commission approval to implement a
Fuel Price Adjustment.’

On April 2, 2009, the Consumer Advocate filed 1its
Preliminary Statement of Position (“SOP”} stating that it lacked
sufficient information to state 1ts position on whether Pasha's
Application should be approved and that 1t would be issuing
information requests (“"IRs”) to aid in its review.

On April 7, 2009, pursuant ¢to a Stipulation for
Protective Order entered into between Pasha and the Consumer
Advocate, the commission issued a Protective Order regarding all
confidential information identified in the course of this
proceeding and in connection with the Application (“Protective
Order”) .

On April 27, 2009, Young Brothers, Limited (“YB")
timely filed a Motion to Intervene in this proceeding (“*Motion to
Intervene”).’ On May 28, 2009, over Pasha's opposition', the
commission granted YB’'s Motion to Intervene and specifically

allowed YB to intervene in this docket to assist the commission

‘See Exhibit D to the Application, at 23.

'YB is a Hawai'il corporation and an authorized common
carrier by water under HRS Chapter 271G. See In re
Young Brothers, Limited, Docket No. 3633, Decision and Order
No. 5682, filed on June 1, 1979 (granting YB's application for a

CPCN). It is currently authorized by the commission to transport
property by barge between the islands of 0O0‘ahu, Hawai‘'i, Kaua'‘'i,
Maui, Moloka'i, and Lana‘i. The intrastate shipment of goods

under its regulated water carrier service 1s governed by its
Local Freight Tariff No. 5-A.

‘on May 4, 2009, Pasha filed its opposition to YB’'s
Motion to Intervene.
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in examining the state of the inter-island shipping market and
the potential impacts of Pasha's proposed service overall.’

In accordance with the *rolling discovery” process
specified in the Procedural Order,® the Consumer Advocate served
Pasha with a first set of IRs on September 4, 2009, and a second
set of IRs on September 18, 2009, In addition, the Consumer
Advocate served YB with one set of IRs on September 25, 20089.
Meanwhile, YB served Pasha with three sets of IR requests on

September 4, 2009, September 25, 2009, and September 30, 2009.°

°See Order Granting Intervention, filed on May 28, 2009,
at 7. Pasha, the Consumer Advocate, and YB are hereinafter
collectively referred to as the “Parties”.

‘on August 26, 2009, the commission approved YB’s proposed
procedural order with modifications (“Procedural Order”).

'YB sought to obtain certain confidential financial
information from Pasha and initially sought to amend the
Protective OQOrder. See YB’'s Motion to Clarify or Modify the
Stipulation for Protective Order Filed on Aapril 7, 2009 to
Include Young Brothers, Limited as a “*Qualified Person”, filed on
July 31, 2009 (*Motion to Clarify”).

The commission denied YB’s Motion to Clarify on
September 15, 200%, and YB thereafter filed a motion for
reconsideration. See YB’'s Motion to Reconsider or Clarify the
Order Denying Young Brothers, Limited’s Motion to Clarify or
Modify the Stipulation for Protective Order Filed on Aapril 7,
2009 to Include Young Brothers, Limited as a “Qualified Person”,
filed on September 28, 2009, (“"Motion for Reconsideration”}. The
commission denied YB’'s Motion for Reconsideration on November 10,
2009. BSee Order Denying Young Brothers, Limited’s Motion for
Reconsideration and Dismissing as Moot Pasha Hawaii Transport
Lines LLC’'s Motion for Leave to File Reply, filed on November 10,
2009 (*Order Denying YB's Motion for Reconsideration”).

The commission, however, specifically noted that YB was not
precluded from filing an appropriate motion to compel “to the
extent that YB believes that certain types of information should
not be designated as confidential and that it requires such
information in order to be able to appropriately assist the
commission in examining the state of the inter-island shipping
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Pasha responded to YB’s first set of IRs on
September 18, 200% and to the Consumer Advocate’'s first set of IR
requests on September 21, 2009.°

On October 9, 2009, the Consumer Advocate and YB filed
their SOPs in accordance with the Procedural Order. At the time
the Consumer Advocate filed its Initial SOP, several discovery
requests were still pending. Additional information from Pasha
was subsequently received by the Consumer Advocate on October 12,
2009 (Pasha's responses to Consumer Advocate’'s second IR
requests) and on October 13, 200% (Pasha’'s responses to YB's
second and third set of IRs). In addition, YB filed its response
to the Consumer Advocate’'s first set of IRs on October 22, 2009,

and supplemented its responses on December 11, 2009.°

market and the potential impacts of Pasha’'s proposed service
overall. . . .* Id. at 6. .

YB subsegquently filed a motion to compel. See YB’'s Motion
to Compel Pasha Hawail Transpoert Lines LLC to Provide Responses
to Information Requests, filed on December 4, 2009 (“*Motion to
Compel”} . On December 11, 2009, Pasha filed its opposition to
¥YB’s Motion to Compel. The commission denied YB's Motion to
Compel on September 20, 2010.

‘According to the Consumer Advocate, Pasha requested
additional time to respond to the Consumer Advocate’'s first set
of IRs. By stipulation between Pasha and the Consumer Advocate,
Pasha served its responses on September 21, 2009, instead of the
original due date of September 18, 2009 wunder the Procedural

Order. See Consumer Advocate'’'s Statement of Position, filed on
October 9, 2009 (“*the Consumer Advocate’s Initial SOP"), at
3n.l.

By letter dated December 14, 2009, Pasha objected to YB's
supplemental discovery responses as being untimely, and as a
*de facto supplemental® SOP. The commission, however, notes that
a party has a continuing duty to seasonably supplement its
discovery responses and filings with the commission if the party
learns that its response or statement is in some material respect
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On November 17, 2009, the Consumer Advocate requested

approval to file a Supplemental SOP, which none of the other

Parties objected to,” and which the commission granted on

December 4, 2009.
On November 23, 2009 Pasha filed its Reply SOQP in

'  The Consumer

accordance with the existing procedural schedule.’
Advocate then filed its Supplemental SOP on December 15, 2009

(“Supplemental SOP”)."

incomplete or incorrect, or 1if the response omits material
information. See Hawai'i Rules of Civil Procedure, Rule 26(e);
HAR § 6-61-1. Although some of the information contained in YB's
supplemental filings addresses certaln issues raised in Pasha’'s
Reply Statement of Position (“Reply S0P”) filed on November 23,
2009, YB contends that the supplemental information was intended
to refine YB’s projected results of operations reduced by revenue
losses attributable to Pasha and to provide further information
regarding the potential financial impacts of Pasha’s proposed
service. See Supplemental Response of Young Brothers, Limited to
Information Reguests of the Division of Consumer Advocacy, filed
on December 11, 2009, at 3-4.

In order to develop a sound record in this proceeding, the
commission finds it reasonable to allow the evidence to be
considered in this instance. HAR § 6-61-43. The commission,
however, reminds the Parties that, in the absence of good cause,
last minute supplemental filings may be deemed by the commission
to be an undue interference with its orderly procedures, and may
be disregarded by the commission. See HRCP Rule 26 and
Rule 12(t) of the Rules of the Circuit Courts; HAR § 6-61-1.

YSee Letter from Pasha to the commission, dated and filed on
Novenber 19, 2009. See also Letter from YB to the commission,
dated and filed on November 19, 2009.

“pasha did not request a corresponding extension of time to
file its Reply SOP following the submission of the Consumer
Advocate’s Supplemental S0P, or for permission to file a
Supplemental Reply SOP to respond to any additional issues raised
in the Consumer Advocate’s Supplemental SOP. See Letter from
Pasha to the commission, dated and filed on November 1%, 2009.

“The Consumer Advocate’s Supplemental SOP does not address
any of the assertions made in Pasha’s Reply S0P because the
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B.

Description of Applicant and Proposed Service

Pasha is a California limited liability company, formed
in December 1999, It is currently owned by The Pashé Group, a
family-owned, privately held company, and Hawaii Ship Management,
LLC (formerly Van Ommeren Shipping (USA)} LLC)."” Since March of
2005, Pasha has operated a roll-on/roll off (*RO/R0O*}) car and
truck liner service between San Diego, California and the islands
of 0‘'ahu, Maui, Hawai‘'i, and Kaua‘'i.'

Pasha operates the M/V Jean Anne  on a fortnightly
service schedule (i.e., every 14 days) with a standard vessel
rotation of San Diego/Honolulu/Kahului/Hilo/San Diego. '

Vessel calls have also been made at Nawiliwili, Kaua‘i, and

Consumer Advocate believes that Pasha should have the “last word”
as the applicant. See Consumer Advocate'’'s Supplemental SOP,
at 19-20. It also does not address any of the matters raised in
YB's December 11, 2009 supplemental discovery responses because
the information was filed *at an advanced stage 1in this
proceeding, which did not leave much time to review YB’s filing.”
Id. at 19.

“Application at 4, and 10-11.
“1d4. at 2.

“wM/V” means ‘“motor-driven vessel”. According to Pasha,
M/V Jean Anne is 579 feet long and 102 feet wide, with a cargo
capacity of over 140,000 square feet. See Application at 9; and
Exhibit A to Application. Some of its features include a
completely enclosed cargoe carrying space, a heavy duty aft ramp
with a 100 metric ton capacity (which is being increased to
120 tons), and three adjustable decks which, when fully raised,
extend to a height of over 16.7 feet. See Application at 3, 9
and Exhibit A to Application. The M/V Jean Anne was also
outfitted with new fuel-processing equipment that allows her
three diesel generators to burn marine diesel o0il, a lighter and
cleaner type of fuel. See Application at 9.

¥1d4. at 2.
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Pearl Harbor and Barbers Point on 0'ahu in response to a
customer’s request.'

Pasha 1is now seeking to expand its existing interstate
operations to include intrastate water carrier service. As
described in its Application, Pasha proposes to provide
inter-island water ctransportation service for heavy commercial
and military truck/trailer equipment, tracked vehicles, buses,
automotive/recreational vehicles and other general cargoes,
excluding passengers, Llivestock, and refrigerated cargoes."”
Pasha plans to provide regular fortnightly intrastate service to

i Pasha also seeks commission

Honolulu, Hilo, and Kahului.®
authority to make calls at Nawiliwili, BRBarbers Point, and

Pearl Harbor upon customer request.?” Pasha does not intend to

17

Id. See also Pasha’'s Response to CA-IR-3(a).

“Application at 4. See also Pasha’s Responses to
CA~-TR-3(a), CA-IR-14{(d), and YB-IR-10{(c).

“application at 2-4, and Exhibit D to the Application, at 6.
Because Pasha is proposing to offer inter-island service as part
of its existing interstate service, calls at each of the ports in
Honolulu, Hilo, and Kahului would be conducted approximately once
every 14 days. See Pasha’'s Response to CA-IR-14{c); and
Exhibit A to Application, at page 3.

“The Application does not clearly request commission
approval to serve Pearl Harbor and Barbers Point, by customer
request, and Pasha’'s proposed tariff does not include rates for
service to Barbers Point and Pearl Harbor. See Application at 1,
and Exhibit D to the Application, at 6. However, Pasha clarified
in its discovery responses that, in addition to serving Honolulu,
Hilo, and Kahului as part of its regular fortnightly schedule,
and Nawiliwili by request, it is also seeking commission approval
to make calls at Pearl Harbor and Barbers Point, upon customer
request. See Pasha'’'s Response to CA-IR-3(a).
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serve the islands of Moloka'i and Lana‘'i since the harbor
dimensions cannot accommodate the size of the M/V Jean Anne.”
Pasha states that its proposed service will be
implemented without the need for any state or federal funding for
incremental port facility equipment or improvements by the
Department of Transportation, Harbors Division (*DOT”).* Pasha
also states that the existing harbor space currently available to
Pasha at Honolulu, Kahului, Hilo, Nawiliwili, and Barbers Point

is sufficient to accommodate its inter-island cargo.?”

IT.
A,
Consumer Advocate’s Initial Statement of Position

Based on the Consumer Advocate’'s review of Pasha's
Application, financial statements, and discovery responses, the
Consumer Advocate concluded in its Initial SOP that Pasha is
financially fit, willing and able to perform the propoesed
service. The Consumer Advocate found that Pasha not only has

sufficient financial resources to sustain operations for its

“according to Pasha, the Kaunakakai Harbor on Moloka'i has a
water depth of 23 feet and is not sufficiently deep enough to

accommodate the M/V Jean Anne. See Pasha’'s Response o
CA-IR-3(c) (2). Furthermore, the Kaunakakai Harbor and the
Kaumalapau Harbor on Lana‘'i do not have large enocugh berths to
accommodate the M/V Jean Anne. See Pasha’'s Response to

CA-IR-3(c) (2), and YB-IR-12,

“application at 7.

®1d. at 6; and Pasha’'s Response to CA-IR-9(d). Pasha
further represents that its proposed service does not require any

type of environmental assessment or review. See Pasha’'s Response
to CA-IR-11l(a) and (b).
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proposed service, ‘it also has the necessary managerial and
technical skills to successfully operate the propoéed water
carrier service based on Pasha’s sixty-plus years of experience
in the interstate shipping industry.” The Consumer Advocate
further determined that, for the most part, Pasha has the
necessary facilities to provide the proposed service.”

The Consumer Advocate, however, stated that it could
not make “a supportable recommendation” regarding Pasha’'s
Application due to the lack of sufficient information in the
record regarding the issue of whether Pasha’'s proposed service is
required by the' present or future public convenlence and
necessity.26 According to the Consumer Advocate, there were
several outstanding discovery responses at the time it filed its
Initial SOP. As a result of pending discovery, the Consumer
Advocate expected that Pasha and YB would be submitcting
additional information to further develop the record. Among
other things, the Consumer Advocate anticipated that YB would
provide the necessary gquantitative analysis to determine the
potential impacts that Pasha’s proposed service may have on YB's
existing inter-island service.”

The Consumer Advocate indicated in its Initial SOP,

that if no additional information was wultimately provided to

*consumer Advocate’s Initial SOP at 6-8.
*1d. at 9-11.
-*1d. at 1, and 28.

“1d. at 14.
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support YB‘s claims regarding adverse effects on the public
interest, then, with the exception of the proposed fuel price
adjustment clause, it would not object to the approvél of Pasha's
Application, subject to certain conditions and modifications to
Pasha’s proposed rules and regulations.”

The Consumer Advocate’'s position was premised on the
assumption that there would be minimal adverse impacts to the
existing inter-island services offered by YB due to Pasha’s
limited scope of service and unique market positioning. The
Consumer Advocate specifically noted, among other things, that
Pasha’s proposed sérvice is limited to the use of only one vessel
on a fortnightly sailing schedule; port visits are limited to
Honolulu, Hile, Kahului and only on inducement to Nawiliwili,
Barbers Point and Pearl Harbor; Pasha‘s proposed rates are
generally higher that the YB's current rates; and Pasha’'s
proposed service will encompass fewer types of cargo and will not
include livestock or refrigerated containers.”

Given Pasha’'s limited scope of service, the Consumer
Advocate assumed that "“[Pasha’s] market for its proposed service
will most likely be a limited number of [Pasha’s] current
interstate customers that would, for convenience purposes, desire

to simultaneously utilize [Pasha’s] intrastate water carrier

service while the M/V Jean Anne is in port for their interstate

*1d. at 28-29. The Consumer Advocate recommended that
Pasha's proposed fuel price adjustment be denied due to the lack
of any evidence in the record to justify the reasonableness of
such an adjustment clause. Id. at 26-28.

®14. at 14-17, 29.
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cargo.””’ Based on the foregoing, the Consumer Advocate indicated
that Pasha’s proposed service would presumably not “garner or
attract any significant share of Hawaii’s current or future
intrastate water carrier market[,]1” or have any ‘“significant
negative impact on YB’s intrastate water carrier business.””
In regards to Pasha's proposed rates, the Consumer
Advocate stated that although there was limited information in
the record to determine if the rates are reasonable, “an argument
could be made to deem the proposed rates as acceptable” based in
part on the following:
{l) The instant filing is for a grant of a CPCN.
{2} The rates are comparable or generally higher
Fhan the rates for .YB, the present major
intrastate water carrier.
{3} Due to the expected limited market share of
[Pasha’s] proposed service, the financial
impact to any existing carrier in the
intrastate market should be minimal.™
The Consumer Advocate, howevef, recommended that
Pasha’s proposed Fuel Price Adjustment clause be denied based on
the lack of evidence regarding the need or reasonableness of such

3

a provision.’ In addition, the Consumer Advocate contends that

vany adjustment clause is akin to single-issue ratemaking[.]""

Id. at 17.

Y1d.

13, at 24 (internal citations omitted).
*1d4. at 26-27.

Y1d. at 27.
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B.

¥YB's Statement of Position

YB argues that Pasha’'s Application should be denied by
the commission because Pasha has not shown that its proposed
service is required by the present or future public convenience
and necessity as provided in HRS § 271G-10." YB states that in
order to establish the public convenience and necessity
requirement, Pasha has the burden of proof to demonstrate “either
a lack of adequate existing facilities to presently serve the
public, or insufficient facilities to meet anticipated future
demands for service.”® According to YB, Pasha has failed to
present any market studies, analysis, or other substantial
evidence to show that existing facilities are inadequate or
insufficient.”

As a regulated inter-island water carrier of property,
YB currently offers twelve round-trip sailings from Honolulu each
week, with four sailings weekly to Hawai‘'l (two each to Hilo and
Kawaihae}, three weekly sailings to Maui, two weekly sailings to
Kaua'i, two weekly sailings to Moloka'i, and one weekly sailing

to Lana‘i.”

YB claims that it has the capacity to meet all
present and future cargo volume needs in the State, and that it

has and continues to offer regular, frequent, affordable,

®YB’'s SOP at 3, and 7-10.
*1d4. at 8.
14, at 9-10.

*1d, at 14.
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reliable, and comprehensive service for shippers of all types of

9

freight to all islands.’ In fact, YB states that it has

increased its capacity by investing approximately $62 million to
upgrade its barge fleet with four new larger flat deck barges.”
With the addition of larger vessels to 1ts barge fleet, YB
contends that it has sufficient capacity to meet demand beyond
2015."

Moreover, based on growth estimates presented in

Dockets No. 2008-0266 and 01-0255, YB anticipates limited growth

in demand for intrastate shipping services for 2010 and 2011.%

¥14. at 2, 13-20. The types of cargo transported by YB as
part of its inter-island service include mixed, palletized, and

containerized cargo, automobiles, RO/RO cargo, less than
container load (“LCL") cargo, agricultural products, livestock,
and refrigerated cargo. Id. at 15-16, 20, See also In re
Young Brothers, ILimited, Docket No. 2008-0266, Decision and
Order, filed July 28, 2009, at 3. In addition, YB offers a

30% discount for non-containerized island agricultural products,
a 35% discount for containerized island agricultural products,
and discounted shipping rates for other products used by farmers,
such as feed, fertilizer, and fiberboard. YB's S0P at 16.

14, at 14, 19-20.

“YB projects an intrastate freight volume of 145,940.5
container/platform equivalent (“*CPE”) in 2011 and 164,254 CPE in
2015, which is 1less than its 2006 wvolume (168,275 CPE) and
2007 volume (164,862 CPE). Id, at 19 n.20, and 23. YB's 2015
CPE volume is based on growth estimates wused in In_ re
Young Brothers, Limited, Docket No. 01-0255, Exhibits A and B to
Statement of Young Brothers, Limited Pursuant to Order Initiating
the Re-Examination of the Zone of Reasonableness Program filed on
July 28, 2009, Part ITI.

“see YB's SOP at 23. See also In re Young Brothers, Limited,
Docket No. 2008-0266, Stipulation of Young Brothers, Limited and
the Division of Consumer Advocacy on Settlement of all Issues in
this Proceeding, filed on May 29, 2009, Exhibit D
{Dr. Bryon Gangnes' Supplement to April 2008 Update with
Three Year Forecast for Young Brothers Rate Case) (“Dr. Gangnes’
May 4, 2009 Supplemental Report”).
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While YB's expert projected a moderate increase in demand of
3.7% for 2010 and 6.0% for 2011, YB states that even with such
increases, its projected wvolume for 2011 will still be
significantly below its 2006 and 2007 wvolumes due to an overall
decline in the market."

As further evidence of the purported downturn in
Hawai‘i's intrastate shipping market, YB claims that for the
period of 2005 to 2008, its actual rate of return from its

intrastate operations was substantially less than its authorized

rate of return:“

Authorized ' Actual
Year Rate of Return Rate of Return
2005 11.06% 5.5%
2006 11.06% 1.6%
2007 10.76% 6.96%
2008 10.76% 2.99%

“See YB‘s SOP at 23. Although YB's economist, Dr. Gangnes,
projected a 3.7% and 6.0% growth for 2010 and 2011, respectively,
he also projected an 11% decline in YB’'s intrastate CPE for 2009

(as compared to YB's 2008 intrastate CPE levels). As a result,
Dr. Gangnes estimated an overall 6.9% decline in YB's average
intrastate shipping wvolume for 200%-2011. See Dr. Gangnes'

May 4, 2009 Supplemental Report, at 3-4.

In Docket No. 2008-0266, YB and the Consumer Advocate
stipulated to the use of these overall economic projections to
forecast YB’s revenues in YB’s 2009 test year rate case. See
In re Young Brothers, Limited, Docket No. 2008-0266, Decision and
Order, filed July 28, 2009, at 25-27.

“YB’'s S0P at 23. YB indicates that its consolidated rate of
return base for the eight-month period ending on August 31, 2009
is 2.41%, Id. at 24, Although YB did not have comparable
information regarding the rate of return for its intrastate
operations at the time it filed its S0P, YB contends that its
consolidated rate of return “is a clear indication that YB will
not earn its authorized rate of return on its intra-state
coperations.” Id. at 24 n.27.
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YB argues that given the current state of Hawai'i's economy and
the stagnant intrastate shipping market, Pasha will essentially
take away business from YB and deprive YB from earning a
reasonable return on its capital investments.®

YB also contends that there is no evidence that
Hawai‘'i’s intrastate shipping market can support two water
carriers of property.” YB argues that *“[blecause the
inter-island shipping market is relatively small and the minimum
efficient scale of shipping firms is quite large due to the
presence of substantial economies of scale in providing different
types of shipping services, Hawai‘'i’s inter-island shipping
market is clearly not a perfectly competitive market.”" Instead,
YB characterizes Hawai‘'i’‘s market as a “natural monopoly“ where
intrastate shipping services can be supplied at a lower cost by
one firm.*

Rather than fostering competition and more efficient
inter-island water transportation service, YB claims that Pasha's
entry into the market will be detrimental to customers and the
general public at large. Because Pasha is proposing to offer
services for only certain routes and lines of cargo that are

generally more profitable (e.g. RO/RO service to Kahului and

Hilo), YB contends that Pasha's “cream-skimming” or
*1d4. at 25.
*1d. at 21-22, and 29.
“1d. at 38-39.
*1d4. at 39.
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“cherry-picking” will reduce YB’'s stream of revenue by an
estimated $1,484,231 and will force YB to adjust its operations
in order to earn a reasonable rate of return.®

‘'For example, YB suggests that it may potentially have
to reduce its subsidies and/or the frequency of service on high
cost routes such as Moloka'i and Lana‘'i.” YB could also seek to
reduce or eliminate its *“Island Product” discount for local
agricultural products, or petition the commission for an increase
in its rates.”™ Each of these options would negatively impact
YB's customers (via less frequent services and/or higher rates)
and the general public (via increased cost of goods being shipped
within the state).”® In light of such potential adverse impacts,
YB argues that Pasha‘'s proposed service is contrary to the public

interest.

cC.

.

Consumer Advocate's Supplemental Statement cof Position

After filing its Initial SOP, the Consumer Advocate
received additional information from YB regarding the estimated
financial impact of Pasha’s proposed service on YB’s intrastate

operations. Among other things, YB provided a projected revenue

“1d. at 43. See also Affidavit of Wayne M. Matsubara
Attesting to Projected Revenue Loss Calculations of Young
Brothers, Limited, in Support of Young Brothers, Limited’'s
Statement of Position, attached as Exhibit K to YB's SOP.

*YB's SOP at 43, 45, and 47.

1d. at 46-47.

14, at 43-47.
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loss (using a 2009 test year and 2008 actual cargo volume},
as well as an estimate of the total subsidy for the Moloka'i and

53

" Lana'i routes (using a 2009 test year) The estimates provided
by YB were based on certain assumptions because it was unable to
obtain any financial information from Pasha regarding its
proposed service.

For example, ¥YB assumed that Pasha would Thave
26 sailings per vyear to Hilo and Kahului based on its proposed
fortnightly sailing schedule and 12 sailings per vyear to
Nawiliwili upon inducement.”™ YB also assumed that Pasha would
carry 50% of ¥YB’'s annual automobile volume and 50% of YB’'s annual
RO/RO cargo to Hilo and Kahului, and 23% of YB’s annual
automobile wvolume and 10% of YB‘s annual RO/RO cargo to
Nawiliwili.®
However, the Consumer  Advocate noted in  its

Supplemental SOP that some of these assumptions may or may not be

reasonable for the purposes of estimating the negative impact of

*Consumer Advocates' Supplemental SOP, at 8, 10-11 (citing
YB's Response to CA/YB-IR-la and CA/YB-IR-2). Supporting
information related to YB’s estimated revenue loss due to Pasha’s
proposed service was filed by YB under seal pursuant to the
Protective Order issued in this proceeding, as well as the
Protective Order issued on January 6, 2009 in Docket
No. 2008-0266, YB's last general rate case.

*Consumer Advocate'’'s Supplemental SOP, at 9-10.
*1d, YB also based its calculations on a -6.9% growth

estimate and a 9.22% approved rate increase for autcomobiles and
RO/RO cargo. Id.
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Pasha’'s proposed service.”  Certain assumptions, such as the
amount of automobile and RO/RO cargo that Pasha could potentially
divert from YB, appear to be unreasonable and unsubstantiated,
given Pasha’s limited sailings and proposed higher rates.” Based
on the evidence presented in this record, the Consumer Advocate
contends that it has no factual basis to accept or refute YB's
estimates, or to evaluate Pasha’s assertions in its Application:

[Alny potential effects on Hawaii and 1its

consumers must be identified and resclved with

some certainty and should not be subject to gross

assumptions. Without any market study on the

current and future Hawall water carrier market,

and more clear and comprehensive projected

operational, sales and financial information from

[Pasha] on its proposed service, there is no basis

upon which to judge YB’'s above described financial

estimates or to determine whether [Pasha’s] entry

into the Hawaii water carrier market might have an

inconsequential or significant impact.”

Without substantive information to properly analyze the
potential impact of Pasha’'s proposed service, the Consumer
Advocate argues that approval of ©Pasha’'s Application is
“too great a ‘risk’ given the potential or possible negative

impact to ¥YB and the 1likely undesired resultant effects this

negative impact may have on the subsidy for its Mclokai and Lanai

*1d. at 11. The Consumer Advocate also raised concerns

regarding VYB’s estimates of 1its subsidies and whether such
estimates are based on normalized data. Id. at 12-13. As noted
by the Consumer Advocate, however, YB’'s analysis regarding its
cross-class subsidies and the reliability of its estimates “is an
issue that should be resclved, but not necessarily in the instant
proceeding.” Id. at 12 n.18.

“1d. at 9-10.

*1d. at 15.
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’ The Consumer Advocate further contends that

shipping routes.”’
*while letters from certain customers indicate interest, it is
not clear that the proposed service will be required by the
present or future public convenience and necessity without

’ The Consumer

adversely affecting certain customer classes.”®
Advocate concludes that while Pasha “may appear to be fit,
willing and able to properly perform the proposed service,
[Pasha] has not met its burden of proof in regards to the related
public interest and public convenience and necessity issues."®
Based on these reasons, the Consumer Advocate
recommends that the commission deny Pasha’‘s Application and offer

Pasha “an opportunity to file a more fully supported application

in a subsequent filing.”"

D.
Pasha’'s Reply Statement of Position
In its Reply SOP, Pasha urges the commission to grant
its Application for a CPCN and approve its Local Tariff No. 1.
Pasha claims that not only is it fit, willing, and able to
properly perform the proposed service, it has also presented

“strong evidence” of both the present and future need for its

¥1d, at 14
®1d, at 22
“1d.

“1d
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proposed service as an inter-island water carrier.® Pasha
specifically cites to the report of its economist,
Dr. Leroy Laney, as evidence that Pasha’'s entry into Hawal‘'i's
market will fulfill a present and future need for inter-island

water transportation service:

[Pasha] has been encouraged to enter the
intra-island market by car dealers, car rental
companies, construction companies, equipment
rental companies {including providers of

construction equipment), the military, and others.

Letters of support have also been received from

the Governor of the State of Hawaii, the Speaker

of the House of Representatives and other members

of the legislature. The Harbors Division of the

State Department of Transportation has provided a

letter stating that Pasha 1is a business in good

standing with them and is an exemplary tenant.

Furthermore, Pasha asserts that Hawai'i’s inter-island
shipping market is not a “natural monopoly.” While Hawai‘i’'s
economy may be small, Pasha argues that “the State of Hawaii does
allow competition in several other industries which could
conceivably lay «c¢laim to that of a natural monopoly. ”*
In particular, Pasha cites the interstate shipping industry,

inter-island air service, and telecommunications as several

“pasha’s Reply SOP, at 7-8.

“1d. See also “Comments on the Proposed Entry of
Pasha Hawaii Transport Lines LLC into the Hawaii Intrastate Water
Carrier Market,” by Dr. Leroy Laney, Ph.D., dated November 16,
2009 (*Dr. Laney's Report”), which was attached as Exhibit 2 to
Pasha’'s Supplement to its First Response to Young Brother’s
Limited’'s Information Requests to Pasha Hawaii Transpert Lines
LLC, filed on November 23, 2009.

*pasha’s Reply SOP, at 10.
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examples . Given the characteristics of these other markets in
which competition is allowed, Pasha contends that YB does not
qualify as a natural monopoly.?

Pasha also suggests that in granting YB's CPCN in 1979,
the commission did not confer an exclusive right to provide water

transportation between the islands of Hawai'i.®

In this regard,
Pasha states that YB should not be allowed to “maintain its
chokehold monopoly on the intra-island water transportation
service that it has clung to for so many years.”®

By offering an alternative choice, Pasha claims that it
will bring “both competition and a unique service to intra-island
water transportation that does not exist today.”” Such
competition, according to Pasha, will produce benefits for
consumers and businesses, including improved customer service,
better rates, and fewer disruptions in service, as well as the
possibility of additional jobs.”

Contrary to YB's assertions, Pasha contends that it
will not have a material adverse effect on YB’'s Dbusiness.

Extrapolating from YB’'s own estimates, Pasha calculates that YB

will only lose $147,978 of its estimated earnings after tax,

*1d4. at 11.

“1d.

*1d.

¥1d.

"1d. at 4

"1d. at 4, and 8-9.
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which is less than 2% of YB's total estimated earnings after

72

tax. Thus, according to Pasha, the “bottom line dollar impact”

to YB is "outweighed by the benefits of competition . . . and of
allowing Hawaii businesses and consumers the ability to choose

the Jean Anne's enclosed ro-ro service should they wish."”

ITT.
Issues

As set forth in the Procedural Order, the issues in

this proceeding are:

(1) Whether Pasha 1is fit, willing and able to
properly perform the proposed service and to
conform to the provisions of the Hawai‘i
Water Carrier Law, HRS Chapter 271G, and the
requirements, rules, regulations and
decisions of the commission thereunder; and

(2) Whether Pasha’'s proposed service 1is or will

be required by the present or future public
convenience and necessity.

IV.
Discussion
A

.

CPCN Determination

The Hawai'li Water Carrier Act (“HWCA"), Chapter 271G,
HRS, governs intrastate water carrier services in the State.

HRS § 271G-2, which sets forth the policy of the HWCA, states:

"1d4. at 13-14.

P14,
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Declaration of policy. The legislature of this
State recognizes and declares that the
transportation of persons and of property, for
commercial purposes, by water within the State or
between points within the State, constitutes a
business affected with the public interest. It is
intended by this chapter to provide for fair and
impartial regulation of such transportation, so
administered as to recognize and preserve the
inherent advantages of such transportation, in the
interest of preserving for the public the full
benefit and use of the waterways consistent with
the public safety and the needs of commerce: to
promote safe, adequate, economical, and efficient
service among carriers, to encourage the
establishment and maintenance of reasonable rates
and charges for transportation and related
accessorial service, without unjust
discrimination, undue preference or advantage, or
unfair or destructive competitive practices, all
to the end of developing, coordinating, and
preserving a sound transportation system by water.
This chapter shall be administered and enforced
with a view to carrying out the above declaration
of policy.

Applicants seeking to operate as a water carrier must
meet certain requirements in order to obtain a CPCN from the
commission. Specifically, HRS § 271G-10(c) states: !

A certificate shall be issued to any cqualified
applicant therefor, authorizing the whole or any
part of the operations covered by the application
if it is found that the applicant is fit, willing,
and able properly to perform the service proposed
and to conform to [chapter 271G, HRS] and the
requirements, rules and regulations of the
commission thereunder, and that the proposed
service, to the extent to be authorized by the
certificate, is or will be required by the present
or future public convenience and necessity;
otherwise the application shall be denied.’

"gimilarly, HRS § 269-7.5(c) provides:

A certificate shall be issued to any qualified
applicant, authorizing the whole or any part of
the operations covered by the application, if it
is found that the applicant is fit, willing, and
able properly to perform the service proposed and
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In addition, HAR § 6-61-81 requires all applications
for a water carrier CPCN to include, among other things, *“[flacts
showing that tﬁe proposed service will be recuired by the present
and future convenience and necessity and is in compliance with

5

the policy declared in section 271G-2, HRS.”” Therefore, before
granting an applicant’s request for a CPCN to operate as a common
carrier by water, the commission must determine that (1) the
applicant is fit, willing and able to perform the proposed
service, {(2) the proposed service is or will be required by the
present or future public convenience and necessity, and (3) the

proposed service is consistent with the public interest policies

set forth in HRS § 271G-2.

1.

Fitness Requirement

Under HRS § 271G-10(c), the applicant must present
substantial evidence that it is fit, willing and able to perform

the proposed service. The finding of fitness to perform the

to conform to the terms, conditions, and rules
adopted by the commission, and that the proposed
service is, or will be, required by the present or
future public convenience and necessity; otherwise
the application shall be denied. Any certificate
issued shall specify the service to be rendered
and there shall be attached to the exercise of the
privileges granted by the certificate at the time
of issuance and from time to time thereafter, such
reasconable conditions and limitations as a public
convenience and necessity may require.

"HAR § 6-61-81(8).
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proposed service has two components: (1) a determination of the
applicant’s fitness to operate under the certificate, including a
review of its previous service, and (2) its financial fitness.’®

In this case, the commission finds that Pasha has the
operational and financial ability to provide the proposed
service. According to the information in the record, Pasha has
been providing interstate service between San Diego and Hawai'i
for the past five years. Since she began sailing in March 2005,
the M/V Jean Anne has made more than 100 round-trip voyages under
the command of Captains Greg Johnson and Steve Bond.'
In addition, Pasha’s managerial team appears to have extensive
experience 1in ocean transportation, maritime operations, and
corporate management.

Pasha also indicates in its Applicaticn that it has
retained Interocean American Shipping, a professional crewing
company, to hire the M/V Jean Anne's Master, officers, and crew
and that it intends to continue hiring longshore labor from the

International Longshore and Harbor Workers Union to load and

"In re Charlevy’s Tour and Transportation, Inc., 55 Haw. 463,
473, 522 Pp.2d 1272, 1278 (Sup. Ct. 1974) (“Charley’'s Tour”}.
The Hawai'l Supreme Court 1in Charley’'s Tour interpreted the
statutory requirements for obtaining a CPCN under the Hawai‘i
Motor Carrier Law, Chapter 271, HRS. Because the statutory
language of HRS § 271-12 is essentially identical to that in
HRS § 271G-10, the commission finds the Court‘s analysis 1in
Charlev's Tour to be persuasive.

"application at 6, 8.

®1d. at 4-5, 8, and Exhibit C to the Application.
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? Because Pasha is already offering interstate

unload cargo.’
services, the commission presumes that Pasha will use the same
crew for its intrastate operations and hire additional crew as
needed. Therefore, based on the foregeing, the commission finds
that Pasha has the appropriate managerial and technical support
to successfully provide the proposed intrastate service.

Second, the commission finds that Pasha has sufficient
financial resources to sustain operations for the proposed
service. As part of its submissions to the commission, Pasha
provided audited financial statements for years ended
December 31, 2006 and 2005, vyears ended December 31, 2007 and
2006, and for years ended December 31, 2008 and 2007.%

Pasha also represents in its Application that it
applied for and obtained Title XI funding from the Maritime
Administration of the United States Department of Transportation
("MARAD”) to finance the construction of the M/V Jean Anne.'

According to Pasha, its interstate service was approved by MARAD

as being economically viable following an extensive review by

“application at 8.
®gee Exhibit F attached to Application (filed under seal).
See also Exhibit 1 to Pasha’'s Response to CA-IR-1(c}(filed under
seal) . '

*'see Application at 11. To qualify for assistance under the
Title XI Federal Ship Financing Program, the ship owner or
shipyard must have sufficient operating experience and the
ability to operate the vessel on an economically sound basis.
See 46 U.5.C.A. § 53708. As part of the review process, MARAD
determines whether the applicant meets <certain financial
requirements with respect to working capital and net worth and is
financially sound.
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MARAD’s economic experts.”  Because Pasha contends that “[tlhe
proposed inter-island service will only have the incremental
direct cost of labor associated with the inter-island cargoes
shipped and incremental operational costs[,]” Pasha's proposal to
expand its operations to include inter-island service appears to
be economically sound.®

Third, the commission finds that Pasha has the
necessary facilities and equipment to provide the proposed
service. Pasha represents that 1its proposed service does not
require any type of environmental assessment or review, as Pasha
will be  utilizing existing harbor facilities under the
jurisdiction of the DOT."™ Pasha also indicates that existing
harbor space currently available to Pasha at Honolulu, Kahului,
Hilo, Nawiliwili, and Barbers Point is sufficient to accommodate
Pasha’'s inter-island cargo."

Therefore, based on the foregoing, the commission
concludes that Pasha is fit, willing, and abkle tc properly
perforﬁ the proposed service, and 1is able to conform ¢to
HRS Chapter 271G and the requirements and rules of the

commission.

“Application at 11.
®1d,
“Id. at 7; and Pasha's Response to CA-IR-11(a) and (b).

“Application at 6; and Pasha’s Response to CA-IR-9(d).
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2.

Public Convenience and Necessity Requirement

Having determined that Pasha satisfies the fitness
requirement, the commission will now address the second criteria
for obtaining a CPCN under HRS § 271G-10: the public convenience
and necessity requirement. In this proceeding, the Parties
disagree as to whether or not Pasha’s proposed service is or will
be required by the present or future public convenience and
necessity, and whether the proposed service is in the public
interest. Pasha claims that it has presented ample evidence of
both the present and future need for its proposed service as an
inter-island water carrier.® On the other hand, the Consumer
Advocate and YB argue that Pasha has not met its burden of proof
on showing that its proposed service 1s required by the present
or future public convenience and necessity, and is consistent
with the public interest.”

The HWCA does not explicitly define the term
*public convenience and necessity”. Hawai‘'i appellate courts,
however, have previously interpreted the term within the context
of the HRS Chapter 271, the Hawai'li Motor Carrier Law,
In Charley’s Tour, the Court stated:

'While it is well settled that the Commission
should consider the public interest in maintaining

the health and stability of existing carriers and
the adequacy of existing services, these are but

“Pasha’s Reply SOP, at 7-8.

“Consumer Advocate's Supplemental S0P, at 22; YB’'s SOP,
at 3, 8-10, and 31-37.
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two of the elements to be considered in
determining public convenilence and
necessity.

The burden is on the applicant to show that
the proposed operation not only will be of
beneficial value to the community, but alsc is a
necessity. Generally, the applicant may meet this
burden by demonstrating either a lack of adequate
existing facilities to presently serve the public,
or insufficient facilities to meet anticipated
future demands for service.

55 Haw. at 469, 522 P.2d at 1277 (internal citations omitted).

Relying upon the Court’s holding in Charlev's Tour,

YB contends that Pasha cannot satisfy the public convenience and
necessity requirement because there is no substantial evidence
that: (1) existing inter-island water transportation services are
inadequate, or {(2) YB is unable to meet an anticipated increase
in demand. - In essence, YB argues that because it “has met and
continues to meet the present and future public convenience and
necessity in the State of Hawaiil[,]" Pasha cannot satisfy the
public convenience and necessity regquirement under  HRS
§ 271G-10(c)."

Evidence regarding the adequacy of existing services,
however, is only one of the factors to be considered in

determining public convenience and necessity. Charlev’'s Tour,

55 Haw. at 469, 522 P.2d at 1277. While evidence regarding the
lack of adequate existing facilities or insufficient facilities
to meét future demands for service may be used to show public
convenience and necessity, the Court in Charley's Tour also

stated that the commission “may authorize the certificate even

®yB's SOP at 8-10, 13-20.
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though other existing carriers might be fit, willing, and able to
furnish successfully the proposed service.” Id. The
Intermediate Court of Appeals in In re Akina Bus Service, Ltd.,
9 Haw. App. 240, 246, 833 P.2d 93, 97 (1992) further clarified
that "“[tlhe adequacy of existing services is not the touchstone
of need; it is but one of the elements to be considered in
determining public convenience and necessity.” Therefore, the
adequacy of existing services is not necessarily determinative.

In exercising its duty under the HWCA, the commission
must consider numerous factors, including the promotion of “safe,
adequate, eccnomical, and efficient service among carriers,*”
*reasonable rates and charges for transportation . . . without
unjust discrimination, undue preference or advantage, or unfair
or destructive competitive practices,” and a *sound
transportation system by water.” HRS § 271G-2. The policy of
the  HWCA, as articulated by the state legislature in
Section 271G-2, HRS, 1is one of fair, regulated competition,
rather than governmentally protected monopoly. Therefore, in
addition to considering the adecuacy of existing services, the
commission must also weigh the possible public benefits that may
result from increased competition.

The commission recognizes that the entry of a second
water carrier of property may be of beneficial wvalue to the
community. Competition among firms, or the potential of such
competition, can benefit the public by creating pressure for the
existing firms to minimize their costs and lower their prices,

improve the quality of their existing products, develop new
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technology, and increase service offerings. See In re Robert's
Tours & Transp., Inc., 104 Hawai'i 898, 109, 85 P.3d 623, 634
(Sup. Ct. 2004) (affirming the commission's decision to grant a
motor carrier CPCN where "it would encourage competition and
constrain otherwise monopolistic operations")}. In this regard,
fostering competition serves a valid regulatory purpose.
Moregver, the Hawai'li Supreme Court has stated that
*there is no right per se to be protected from new entrants into

the shipping business.” In re Gray Line Hawai‘'i, Ltd.,

93 Hawai‘'li 45, 58, 995 Pp.2d 776, 789 (Sup. Ct. 2000} {citations
omitted) (affirming the transfer of a motor carrier CPCN). While
the commission must consider the impact that increased
competition may have on a particular market, the fact that
additional competition may divert revenues from existing carriers
is not a valid ground by itself for denying a request for a CPCN.

Big K Corporation v. Public Service Commission of Utah, 689 P.2d

13498, 1355 (Utah Sup. Ct. 1984). Even if the grant of a CPCN
produces some adverse impact on incumbent carriers, such
potential loss may be outweighed by the potential benefits to the
public.

Having thoroughly reviewed the entire record in this
proceeding, the commission finds that Pasha’'s proposed service is
or will be required by the present and future public convenience
and necessity. As noted by the Consumer Advocate, Pasha‘s
proposed service offers the public a choice of intrastate water

carrier service and encourages competition among carriers. This,
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in turn, could result in higher quality customer service,
improved service offerings, and possibly more jobs."

More importantly, allowing Pasha to operate would
provide the State with an alternative option in the event YB’s
service 1is disrupted or an emergency situation that requires the
availability of a second water carrier of property should occur.
As noted by the Consumer Advocate, the options for shipping cargo
inter-igland are basically limited to the airline industry, YB,
and freight forwarders (which in turn rely on the airlines and
YB) .” For customers shipping certain types of cargo, however,
YB‘'s Dbarge service is the only option that is currently
available. Given the critical importance of the inter-island
shipping industry in the movement of produce, livestock, and
consumer goods within the State, the commission believes that the
continued reliance on only one intrastate water carrier of
property places the State in an untenable position.

Although YB contends that it is fully capable of

meeting the present and future demands for inter-island water

transportation service, “[al] service is not necessarily adequate
because [a] community can ‘get by,’ can conduct its business
without further or additional service.” Big K Corporation, 689

P.2d at 1355 {quoting Mulcahy v. Public Service Commission, -117

P.2d 298, 301 (Utah Sup. Ct. 1941). An existing service may be

inadequate if the proposed service offers improvements or better

“Consumer Advocate’s Initial SOP at 17-18.

*1d. at 18.
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service than existing carriers. Big K Corporation, 689 P.2d at

1355 (citation omitted).

In this case, Pasha's proposed service will provide
customers with RO/R0O water transportation service. In addition,
Pasha claims that the "M/V Jean Anne will offer capacity not
currently available by providing a vessel with adjustable, fully
enclosed cargo decks, a stern ramp capable of receiving loads up
to 100 metric tons, and increased capacity for oversize cargos."”
While.Pasha's saliling schedule may be less frequent, its proposed
service would benefit shippers who need to transport oversized
cargos, such as heavy construction equipment, tracked vehicles,
buses, and automotive/recreational wvehicles, in a fully enclosed
cargo space.

Furthermore, based on the information presented in this
docket, there is no verifiable evidence that the addition of
Pasha will be detrimental to the public or to other intrastate
water carriers of property. The only evidence that is currently
in the record regarding the potential financial impacts of
Pasha’'s entry on YB's services is based exclusively on YB's
projections and estimates. As noted by the Consumer Advocate,
however, YB’s projections and estimates regarding the financial
impact of Pasha'’'s proposed service on YB’s intrastate operations
are largely based on certain assumptions that may not be
reasonable. Since Pasha is offering more limited service on a

less frequent sailing schedule, and the fact that Pasha’s

“application at 10.
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proposed rates are generally higher than YB’'s rates, YB's
estimates may be somewhat speculative.

The commission also notes that although YB's economist,
Dr. Gangnes, estimated an overall 6.9% decline in YB'’s average
intrastate shipping volume for 2009-2011, he projected a moderate
increase in demand of 3.7% for 2010 and 6.0% for 2011.” Such
information suggests a less bleak outlook than what has been
presented by YB in this proceeding.

Therefore, based on all of the evidence presented by
the Parties, the commission believes that there is likely to be
no undue harm to existing services, particularly given Pasha's
limited scope o©of service. The commission alsc recognizes,
however, the concerns raised by YB, the Consumer Advocate,
as well as members of the public, regarding the potential
negative impacts on certain YB customers and neighbor island
communities.

Because such concerns are difficult to determine based
on projections and estimates submitted by the parties, the
commission concludes that the most reasonable socolution 1is to
allow Pasha to provide its proposed service on an interim basis,
until December 31, 2013.” This will enable Pasha to provide the
commission and the Consumer Advocate with actual intrastate

revenue, cargo volume, and cost support data, which can then be

92

ee Dr.-Gangnes' May 4, 2009 Supplemental Report, at 3-4.

98}

93T

he interim operational period will last approximately
40 months,
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used to determine whether YB's claims of adverse impact are in
fact true.

During the interim operaticnal period, Pasha shall
submit monthly and annual financial and statistical reports, as
required by HAR §§ 6-65-56(a) (1) and (a)(2), and cost of service
information (including information regarding the allocation of
costs between Pasha’s interstate and intrastate services) on an
annual basis. In addition, at the end of Pasha’s second full
calendar vyear of intrastate operations, Pasha shall submit a
summary of 1its actual revenues, expenses, cargc volume/tonnage
statistics, and an updated economic analysis of the current and
future state of Hawai‘'i’s market, including economic forecasts of
the demand for inter-island shipping services through 2017
(collectively referred to as the “Second Year Reports”).”™

The Consumer Advocate will be allowed to submit further
comments, expert testimony, and documentary evidence 1in response
to Pasha’'s Second Year Reports. YB will also be permitted to
submit additional evidence in support of its claims of adverse

impact.” The commission will then consider the additional

“The Second Year Reports shall essentially be in the same
form as the annual financial and statistical reports that are
required by HAR § 6-65-56, with an additional attachment for
Pasha’s updated economic forecast. The Second Year Reports, will
cover Pasha's initial date of operations through December 31,
2012,

“YB shall bear the burden of producing evidence to support
its claim of adverse impacts. As the Applicant, however, Pasha
retains the ultimate burden of proving that its proposed service
is or will be required by the present or future public
convenience and necessity, and is consistent with the public
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evidence and issue a final decision and order thereafter. The
commission, however, reserves the right to revoke Pasha’'s interim
authority to operate if, at any time, the commission determines
that Pasha’s intrastate service results in significant adverse
effects on YB’'s existing services and/or the public interest.
Accordingly, the commission approves, on an interim
basis, Pasha's request to operate as an intrastate water carrier
of property, as described in its Application; provided that Pasha
adheres to the regulatory conditions and regquirements set forth

in Section V of this Interim Decision and Order.

B.

Pasha’'s Proposed Rules, Regulations and Rates

HRS § 271G-16, which governs the' rates, fares and
charges of common carriers by water, provides in relevant part:

(b) It shall be the duty of every water carrier
of property to provide safe and adequate service,
equipment, and facilities for the transportation
of property and to establish, observe, and enforce
just and reasonable rates, charges, and
classifications, and just and reasonable
regulations and practices relating thereto, and to
the manner and method of presenting, marking,
packing, and delivering property for
transportation, the facilities for transportation,
and all other matters relating to or connected
with the transportation of property.

(c}) All charges made for any service rendered by
any water carrier in the transportation of
passengers or property or in connection therewith
shall be just and reasonable, and every unjust and

interest policies set forth in HRS § 271G-2. Charlevy’s Tour,
55 Haw. at 469, 522 pP.2d at 1277.
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unreasonable charge for such service or any part

thereof, is prohibited and declared to Dbe

unlawful.

Based on the evidence in the record, the commission
finds that, with the exception of the Fuel Price Adjustment,

i Since the

Pasha’'s proposed rates are Jjust and reasonable.’
instant filing is for a grant of a CPCN, the commission
recognizes that a traditional review of Pasha'‘'s proposed rates is
difficult and impractical at this time due to the limited
historical data related to Pasha’s proposed intrastate
operations. Therefore, the commission will approve Pasha’'s
proposed rates at this juncture and will reserve its right to
review the reasonableness of Pasha’s rates in its next rate case
proceeding. At such time, Pasha will be required to present
detailed financial information in order for the commission and
the Consumer Advocate to fully evaluate the reasonableness and
impact of any proposed rate change.”

Furthermore, the commission approves as Jjust and
reasconable Pasha’'s proposed rules and regulations, subject to the

recommended changes proposed by the Consumer Advocate, and

consistent with Section V of this Interim Decision and Order.’”

*See discussion infra Section IV.C.

“such financial information would include, among other
things, Pasha’s historical and forecasted revenues, a cost of
service study that includes the allocation of costs between
Pasha’'s 1interstate and intrastate operations, historical and
forecasted cost of products and operations, market demand, etc.

“As previously indicated in footnote 18, Pasha's proposed
tariff does not include rates for calls made to Barbers Point and
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C.

Proposed Fuel Price Adjustment

Pasha seeks approval to include a Fuel Price Adjustment
as part of its proposed tariff.” Pasha claims that the primary
reason for this tariff provision is to prevent other water

. » N ' ' 10¢
carriers from gaining a competitive advantage.

As noted by the
Consumer  Advocate, however, the primary purpose of fuel
surcharges is to allow a utility to recover significant increases
in its fuel costs where rising fuel prices cause substantial
increases in the utility's operating expenses.

Based on the evidence in the record, the commission

finds that Pasha has not presented sufficient evidence to show

that such a provision is necessary or reasonable. Pasha has not

Pearl Harbor upon customer inducement. See Exhibit D to the
Application, at 6. Pasha should amend its tariff to clearly
reflect the sailing schedule and rates for calls made to Barbers
Point and Pearl Harbor upon customer inducement.

”1d. at 23.
"see Pasha’s Response to CA-IR-14(h)(1).

"“Initial SOP at 27. A fuel surcharge essentially enables a
utility to better respond to fluctuating fuel markets by allowing
it to recover its increased fuel costs through a separate rate
provision in its tariff, thereby minimizing the frequency and
costs of having to file general rate application. A fuel price
adjustment clause is conceptually similar to a fuel surcharge.
The only difference is that a fuel price adjustment provision
automatically increases or decreases a utility’s rates to reflect
fluctuations in fuel costs. See, e.g., In re Young Brothers,
Limited, Docket No. 05-0302, Decision and Order No. 22514, filed
on December 1, 2005 (denying YB’s initial request to implement a
fuel price adjustment clause); In re Young Brothers, Limited,
Docket No. 2006-0396, Decision and Order No. 23714, filed on
October 12, 2007, at 63 (approving YB's request to implement a
fuel price adjustment clause as part of YB’s 2007 general
rate case).
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presented any evidence that its projected fuel costs for its
proposed intrastate operations are expected to be a significant
portion of its operational expenses. Nor has it presented any
evidence that the price of fuel is likely to increase in the near
future. Moreover, Pasha has not presented any evidence as to how
its proposed fuel price adjustment mechanism would operate, or
how it would segregate the costs of fuel associated with its
commission-authorized intrastate operations from its interstate
operations.

Accordingly, Pasha’s reqguest to implement its proposed
Fuel Price Adjustment is denied without prejudice at this time.
In the event that Pashé determines that a Fuel Price Adjustment‘
is necessary to account for fluctuating fuel costs, Pasha may

file a general rate application with the commission.

V.
Orders
THE COMMISSION ORDERS:
1. Pasha's Application for a CPCN to operate as a

water carrier of property between and among the ports of

Honolulu, Kahului, Hilo, Nawiliwili, Barbers Point, and

Pearl Harbor, is approved on an interim basis, subject to the
following conditions and requirements:

a. Pasha's CPCN is limited to the scope of service

set forth in the Application {i.e. the use of only

one vessel, the M/V Jean Anne, to be operated on a

fortnightly service schedule between and among the
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ports of Honolulu, Kahului, and Hilo, with calls
to Nawiliwili, Barbers Point, and Pearl Harbor
being made only upon customer request).

Pasha shall be allowed to operate conditionally on
an interim basis until December 31, 2013.

During the interim operational period, Pasha shall
comply will all reporting requirements for
common carriers by water, including but not
limited to, the filing of monthly and annual
financial and statistical reports, as reguired
under HRS § 271G-18 and HAR § 6-65-56, The
monthly and annual reports shall include
information regarding Pasha's monthly and annual
intrastate revenue and cargo volume. As specified
under HAR § 6-65-56, monthly financial and
statistical reports shall be due on or before the

last day of the month following the close of the
previous calendar month. Annual financial and
statistical reports shall be due by March 31 for
the preceding calendar year.

During the three-year interim operational period,
Pasha shall file a cost of service study for
commission review for each vyear. The cost of
service study will include the current costs of
providing each cargo category, and a breakdown
between regulated and non-regulated revenues,

expenses, and plant investment. The cost of
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service studies shall be filed pursuant to the

Protective Order issued in this docket.

(1) The first cost of service study shall be
filed no later than January 31, 2011, and
will be based on 2010 operating data (i.e.,
initial date of intrastate operations through
December 31, 2010).

(2) The second cost of service study shall be
filed no later than January 31, 2012 and will
be based on 2011 operating data (i.e.,
January 1, 2011 through December 31, 2011).

(3) The third cost of service study shall be
filed no later than January 31, 2013, and
will be based on 2012 operating data (i.e.,
January 1, 2012 through December 31, 2012).
The third cost of service study will be
reviewed by the commission as part of its
evaluation of Pasha's first two years of
operations.

By January 31, 2013, Pasha shall submit a summary

of its actual revenues, expenses, and cargo

volume/tonnage statistics (covering its initial

date of intrastate operations through December 31,

2012), and an updated economic analysis of the

current and future state of Hawai‘'i’'s market,

including economic forecasts of the demand for

inter-island shipping services through 2017
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(collectively referred to as the *Second Year
Reports”).

By January 31, 2013, YB may submit further
comments, expert testimony, and other evidence in
support of its claims of adverse impact.

By March 1, 2013, the Consumer Advocate shall
submit further comments, expert testimony, and
other evidence regarding Pasha’s intrastate
service and whether there are any adverse impacts
to YB or the general public.

The Consumer Advocate may also submit comments in
response to other filings by Pasha, including but
not limited to Pasha's monthly and annual
financial and statistical reports, and cost of
service studies. If, at any time, the Consumer
Advocate determines that Pasha’s intrastate
service is causing significant adverse effects on.
YB’'s existing services and/or the public interest,
the Consumer Advocate may file a report
summarizing its analysis and recommendations.

Upon receipt of Pasha’s Second Year Reports and
any additional briefings submitted by the Parties,
the commission will then consider the additional
evidence and issue a final decision and order.

If, at any time, the commission determines that
Pasha’'s intrastate service results in undue harm

to YB's existing services and/or the public
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proposed rates

following:

2009-0059

2.

a.

interest, the commission reserves the right to
impose additional conditions on Pasha’s CPCN to
mitigate any undue harm that may result from its
operation, or, if mitigation is not feasible, the
commission reserves the right to revoke Pasha's
interim authority to operate,

By October 4, 2010, Pasha shall provide the
commission with sufficient documentation that it
is in full compliance with all applicable
governmental laws, rules, regulations, and
requirements necessary to operate its proposed
service within the State.

Pasha’s proposed rules and regulations, and

are approved, on an interim basis, subject to the

Pasha’s reguest to implement its proposed
Fuel Price Adjustment is denied.

Consistent with this Interim Decision and Order,
and as recommended by the Consumer Adveccate, Pasha
shall amend its initial tariff sheets to include
following information: (1) an alternative header
description that accurately reflects Pasha's
proposed service, (2) a revised sailing schedule
that = more accurately reflects the one-way
intrastate sailing route of San Diego to Honolulu
to Kahului to Hilo to San Diego, (3) a definition

of a “*qualified shipper”, (4) a definition for the
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acronym “PUC”; (5) a section to address unexpected
cancellations of Pasha’s sailing schedule or the
unavailability of the M/V Jean Anne, (6) a
provision regarding customer complaints and
dispute resolution, (7) a provision addressing
calls to ports made upon customer inducement,
{8} language clarifying how storage charges as
shown on page 22 of the proposed tariff will be
assessed. Pasha should also amend its tariff to
clearly reflect.the sailing schedule and rates for
calls made to Barbers Point and Pearl Harbor upon
customer inducement. In the event any tariff
provision conflicts with State law, State law
shall prevail.

By October 4, 2010, Pasha shall file with the
commission its revised tariff sheets, consisting
of its rate schedules, charges, rules, and
regulations for the provision of water carrier
service under its interim CPCN. Pasha shall also
concurrently serve copies of its revised tariff
sheets on all Parties in this proceeding. Said
filing shall not take effect without the
commission’s affirmative approval.

Pasha shall post its approved tariff on its

website.
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3. No later than October 4, 2010, Pasha shall comply
with all of the commission’s requirements for common carriers by
water, including but not limited to, filing a lawful tariff, and
filing all appropriate insurance documents relating to both the
vessels and to the harbor facilities, as required under
HRS § 271G-13.

4. Beginning July 31, 2011 and December 31, 2011, and
each calendar year thereafter until ordered otherwise by the
commission, Pasha shall pay a public utility fee which shall be
ecqual to one-fourth of one percent (0.25%) of the gross income
from its public utility business during the preceding year,
or a sum of $30, whichever 1is greater, in accordance with
HRS § 269-30(b).

5. By October 4, 2010, the Parties shall submit for
the commission’s review and approval a stipulated amended
procedural schedule specifying the procedural deadlines set forth
in this Interim Decision and Order, deadlines regarding
additional discovery, and other procedural matters related to
further proceedings in this docket. If the Parties are unable to
agree, they shall submit separate proposed procedural orders for
the commission’s consideration within the same time period.

6. Failure to abide by any of the commission’s rules,
regulations, or orders within the specified time may constitute
cause to vold this Interim Decision and Order and Pasha’s CPCN,
and may also result in further regulatory action as authorized by

State law.
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7. Pasha shall not commence operations under this
Interim Decision and Order wuntil it has received written
confirmation from the commission that all regquirements and
conditions set forth in Ordering Paragraphs 1(k}, 2({b) —V(d), and

3 above have been met to the satisfaction of the commission.

DONE at Honolulu, Hawaii SEP 20 200

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

. (ol f ok

Carlito P. Caliboso, Chairman

JAhn E. Cole, Commissioner

By:

Leslie H. XKondo, Commissioner

APPROVED AS TO FORM:

Dz A4

Bonita Y.M. ang
Commission Counsel

2009-0059.1aa
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CERTIFICATE OF SERVICE

The foregoing order was served on the date of filing by
mail, postage prepaid, and properly addressed to the following

parties:

DEAN NISHINA

EXECUTIVE DIRECTOR

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
DIVISION OF CONSUMER ADVOCACY

P. 0. Box 541

Honolulu, HI 96809

CLIFFORD K. HIGA, ESQ.

BRUCE NAKAMURA, ESQ.
KOBAYASHI, SUGITA & GODA

999 Bishop Street, Suite 2600
Honolulu, HI 96813-4430

Attorneys for PASHA HAWAITI TRANSPORT LINES LLC

CRAIG I. NAKANISHI, ESQ.
DEVON I. PETERSON, ESQ.

RUSH MOORE LLP

737 Bishop Street, Suite 2400
Honolulu, HI 96813

Attorneys for YOUNG BROTHERS, LIMITED
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“Protect Hawaii’s Economy, Preserve Hawaii’s Jobs”

Associated Builders & Contractors, Hawaii Chapter Kauai Chamber of Commerce
Hawaii Association of Realtors Kona-Kohala Chamber of Commerce
Hawaii Farm Bureau Land Use Research Foundation
Hawaii Island Chamber of Commerce Maui Chamber of Commerce
Hawaii Restaurant Association Molokai Chamber of Commerce
Hawaii Transportation Association Native Hawaiian Chamber of Commerce
Honolulu Japanese Chamber of Commerce National Federation of Independent Businesses-
Japanese Chamber of Commerce and Industry of Hawaii
Hawaii The Chamber of Commerce of Hawaii

Kailua Chamber of Commerce

Testimony to the Senate Committee on Commerce & Consumer Protection
Thursday, December 2, 2010
9:30 a.m.
Conference Room 229
State Capitol

Re: PUC’s Interim Decision and Order on Docket No. 2009-0059

Dear Chair Baker, Vice Chair Taniguchi and members of the committee:

The Alliance to “Protect Hawaii’s Economy and Preserve Hawaii’s Jobs”, which is comprised of more
than twenty-five business and trade organizations statewide, some of which are listed above, appreciates
the opportunity to submit comments on the recent Interim Decision and Order issued on September 20,
2010, by the Public Utilities Commission (PUC).

Combined the Alliance comprises of more than 10,000 members employing more than 200,000
employees. A majority of the members are small businesses.

On Tuesday, November 30, the above-listed Alliance members met to prepare for the upcoming
legislative session, as well as to discuss pertinent and important economic issues affecting the business
community. One of the issues that came to the forefront was the recent decision made by the PUC.

The Alliance agreed to submit testimony expressing some of its concerns, which are:

e Lack of an open process including no hearings and requests for input by the general public,

¢ No evidentiary hearings, especially on the Neighbor Islands, to determine the impact of the
applicant’s request, as well as how it would promote adequate, economical, and efficient service
among carriers, and

e Potential and costly impact on small businesses.

The Alliance believes in a competitive business environment, but one that is on a level-playing field.
Thank you for the opportunity to submit comments. If you have any question, please contact Sherry

Menor-McNamara of the Chamber of Commerce of Hawaii at (808) 545-4300 x394 or smenor-
mcnamara@cochawaii.org.



BIG ISLAND FARM BUREAU NG

P.O. Box 1630
Kamuela, HI. 96743

Phone: 808-775-8015
December 1, 2010 Fax: 808-775-9115

E-mail: bifb@hawaiiantel.net
Re: PASHA Interim decision Information briefing
Hearing Date: Dec. 2, 2010 @ 9:30 AM
Senate Committee on Commerce & Consumer Protection in conference room 229

Chair Baker; Members of the Committee,
Senate Committee on Commerce & Consumer Protection

My name is Lorie Farrell; | am the executive director for the Big Island Farm
Bureau. We are the largest general agriculture organization on the Big Island; with 650
agricultural members/producers. We are unique in representing all agricultural
commodities & utilize our diverse membership base to direct our policies. The Big
Island Farm Bureau is comprised of the individual farm bureau chapters on the Big
Island (Kona, Kohala, Hamakua, Ka’u, and Hilo) & were directly related to the Hawaii
Farm Bureau Federation and affiliated with the American Farm Bureau Federation.

Our members are directly affected by any changes made in Inter-island
transportation and we Strongly Oppose the recent PUC interim decision to allow
PASHA selected inter-island transportation. The neighbor Island agriculture Industry
clearly understand the direct impacts of any changes in barge transportation and we
strongly feel that this decision will have serious impacts on the agriculture industry on
Hawaii Island and Statewide! The majority of agriculture products are produced on
neighbor Islands and shipped via barge service; our producers already face very
difficult times and this decision will have serious ramification to agriculture. We
respectfully request your support to help us correct this situation before adverse and
un-reversible consequences occur. This decision creates an un-fair playing field; by
allowing a “selected route” permit this will not create a fair and level playing field that
will increase transportation service in Hawaii.

The Hawaii Water Carrier Act, policy governing these proceedings, clearly states that
services must be provided without “unjust discrimination, undue preference or
advantage or unfair or destructive competitive practices”. We believe the recent PUC
decision will create just such a situation in Hawaii.

We respectfully ask that you consider the following points;

e Every Department & Division within the State of Hawaii should be cautious in
implementing new laws, rules & policy changes which will impact agriculture in
Hawaii. The State’s constitution reflects the decision to support local agriculture;
we need decisions that reflect that support!



e The PUC recognized the State’s Constitutional provision stating the importance of
local agriculture to Hawaii’s self sufficiency and granted YB the ability to provide up
to 35% discounts for transport of fresh local island agricultural products. This latest
decision does not appear to be consistent with the PUC’s prior decision.

e PASHA will not transport perishable commodities ...no refrigeration ...that
means all fresh agricultural products will be left with YB. This will include
refrigerated consumer goods so the impact will be felt by the entire
community.

e Interisland transportation is critical to Hawaii & the Hawaii Farm Bureau has
worked with YB to implement an “Island Product” discount that is up to 35% of the
shipping cost. We clearly understand that this discount is being subsidized by other
lines but is important to local agriculture competing with mainland imports that at
times pay no freight ...Why? Because the mainland imports piggyback on other
heavier cargo, taking advantage of space and getting a “free ride”. YB has said this
discount may go away if their revenue streams decline with Pasha’s entry into the
marketplace.

e Frequency of Service is important to us. Our customers rely on Just in Time
service. In the case of fresh agriculture products, the key is fresh ...they want it
soon after it is harvested - not 1 week old ...they want frequent deliveries. YB may
be forced to modify the frequency of their service as shipping volume declines.
This will mean less fresh product, leaving our farmers and ranchers to use air
transport which tends to be significantly more expensive. YB’s purchase of the
larger barges has improved productivity and we have no doubt that it has
contained costs.

e |f PASHA wants to enter the interisland transportation service, then enter it on the
same service obligations that have bound YB for many years.

e YB has invested in infrastructure. They have improved their barges and there will
be more improvements needed as new Food Safety regulations and efforts to
reduce invasive species are ramped up. While all cargo carries invasive species, it
is the agricultural products that has the highest risk - so all of this cargo, left with
YB is of higher cost and require more investments. How can you take away
business from an entity and then ask them to invest more money for the business
they have left? Currently the cargo volume is down, so even a small loss of cargo
can result in major impact. Shareholders of YB may not be willing to further invest
in a business that they believe is of high risk.

Please support our agricultural producers with actions that ensure the sustainability for
our future generations. Make transportation decisions that reflect all of our needs and
create a place where all business can remain viable and economically sustainable!

Respectfully,

Lorie Farrell

Lorie Farrell, Executive Director
Big Island Farm Bureau



The Chamber of Commerce of Hawaii

The Voice of Business in Hawaii

Testimony to the Senate Committee on Commerce & Consumer Protection
Thursday, December 2, 2010
9:30 a.m.
Conference Room 229
State Capitol

Re: PUC’s Interim Decision and Order on Docket No. 2009-0059

Dear Chair Baker, Vice Chair Taniguchi and members of the committee:

The Chamber’s mission is to improve the state’s economy and business climate so that
businesses in Hawaii can thrive and expand. We believe our mission has much in common with
the policy of Chapter 271G of the Hawaii Revised Statutes, which is to promote economical, and
efficient service among water carriers and encourage the establishment and maintenance of
reasonable rates all to the end of developing, coordinating, and preserving a sound transportation
system by water.

After carefully considering the interests of our members and all the people they serve —i.e.,
directly and indirectly, virtually all the people in our state, we wish to express our views on the
interim decision made by the Public Utilities Commission.

The Chamber believes in a business environment spurred by competition and in this case, with
the following components:

e Promotion of adequate, economical, and efficient service among carriers,

e Maintenance of reasonable rates and levels of service for transportation to help
businesses work through and ultimately out of the present recession,

e Development of a fair regulatory and business climate with predictable and consistently
applied rules without undue preference or advantage, or unfair or destructive competitive
practices, and

e Development, coordination, and preservation of a sound transportation system by water
that fulfills the system’s necessary role in businesses thriving and expanding.

We are concerned that the recent decision does not provide a level-playing field, which in turn,
could have a costly impact on small businesses. Furthermore, we would have supported a more
open process which allowed hearings for different stakeholders to state their positions. Many
businesses on the Neighbor Islands have expressed concerns about the potential impact to them,
their businesses and their customers (residents).

Thank you for the opportunity to submit comments.
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November 30, 2010

Honorable Rosalyn H. Baker, Chair

Senate Committee on Commerce and Consumer Protection
Hawaii State Capitol, Room 230

415 South Beretania Street

Honolulu, HI 96813

Dear Senator Baker:

SUBJECT: PASHA INTERIM DECISION AND ORDER AND IMPACTS
ON NEIGHBOR ISLAND COMMUNITIES

One step forward, two steps back. Once again a Public Utilities Commission (PUC)
decision could put another nail in the coffin for Molokai. The recent decision to grant an interim
certificate of public convenience (CPCN) to Pasha Hawaii Transport Lines, LLC threatens to
unravel an already precarious and fragile economic thread transporting goods to my island
community.

As an isolated community continuously impacted by transportation or lack thereof, it is
imperative that we be a part of the solution! The disregard by the PUC for community input of
Molokai and Lanai is unconscionable. I thank your committee for reviewing this matter and
recognizing the importance of the neighbor islands who will be impacted by the PUC’s decision.
How do you make an informed decision without all the facts? The PUC needs to reconsider its
granting of the CPCN and hold neighbor island public hearings to hear our voices. We are the
communities that will live or die from the impacts of their decision.

Thank you for your attention to this matter.

Respectfully,
N et
D A. MATEO
Council Chair

cc: Molokai Council Office
Barbara Haliniak, President, Molokai Chamber of Commerce Foundation



Aloha,

This letter is in regards to the maritime freight service to the island of Lanai. The people of Lanai
and my company will greatly suffer if Pasha Group is allowed to choose more profitalbe ports
over ports such as Kaumalapau on Lanai. The cost of living here on Lanai is already high, the
PUC decision will only make daily life harder for the people of Lanai.

Please do whatever possible to have the PUC reconsider their decision and to hold public
hearings on Lanai to hear our community concerns,

"In God We Trust"
Sam Dimaya Jr.

Island Appliance Sales & Service, Inc.
346 Ahakea St.

PO Box 630479

Lanai City, HI 96763

PH: 808-559-0856

FAX: 888-250-4808
iIsleappl@gmail.com

Lic.# C-31008
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Please submit this letter as testimony for the December 2, 2010 Senate Commerce and
Consumer Protection Committee informational briefing at 9:30 a.m. in conference room
229. Thank you.

Dear Senator Baker:

We are strongly against Pasha Hawaii's request to obtain a certificate of public
convenience and necessity (CPCN). We feel that it is unfair for them to just service the
profit making routes and not the communities of Molokai and Lanai, like Young
Brothers does. If they are not required to serve Molokai and Lanai(which are not
profitable routes), they are at a greater advantage over Young Brothers, who is required
to service these routes.

We are afraid that Young Brothers will have to raise our rates and the possibility

of reduced barge service. We definitely need to have the barge come in twice a week
to help keep our shelves stocked with perishable and non-perishable items and for the
farmers to ship out their products. The consumer will no doubt have to pay for any
increases and this, will impact our community greatly. Many of our customers are
unemployed, on state assistance or on a fixed income.

We ask your committee’s support to demand that the PUC reconsider its decision to
grant Pasha Hawaii an interim CPCN and to hold public hearings on all neighbor
islands.

Respectfully,

Sonya Yuen, owner

Kualapuu Market, Ltd.

PO Box 240
Kualapuu, Molokai, HI 96757
808-567-6243



Testimony of
Riki Hokama
Maui County Council, Councilmember-Elect

Before:
Senate Committee on Consumer Protection
The Honorable Rosalyn H. Baker, Chair
The Honorable Brian T. Taniguchi, Vice Chair

December 2, 2010
9:30 am
State Capital, Conference Room 229

Informational Briefing regarding Public Utilities Commission in Docket No. 2009-0059
Interim Decision and Order dated September 20, 2010, In re Application of Pasha Hawaii
Transport Lines LLC for a Certificate of Public Convenience and Necessity to Provide Service
Between and Among the Ports of Honolulu, Kahului, Hilo, and Nawiliwili.

Chair Baker, Vice Chair Taniguchi and committee members:
Thank you for this opportunity to address your committee.

As a former and returning member of the Maui County Council, | have very serious concerns
regarding the PUC’s recent decision to allow Pasha Hawaii Transport Lines (Pasha) to obtain a
certificate of public convenience and necessity to provide interisland water carrier services to
select ports within the State of Hawaii. The negative impact this decision will have on my
constituents on the Island of Lanai, all islands of Maui County, and in fact to the entire state, is
significant.

As you know, Young Brothers currently serves all main islands of our State, aside from Niihau and
Kaho’olawe. Those of us who reside and do business on the neighbor islands are acutely aware of
the fact that reliable, affordable, and convenient interisland cargo service is a vital lifeline for the
Hawaiian Islands.

But the Pasha decision may well change the economics of inter-island cargo service at all ports.
Under present law, it is unfair to the incumbent carrier and it is not in the public interest to allow
Pasha to provide service under rules different from that which is applicable to Young Brothers.
However, this is exactly what the PUC has decided to allow with its interim Decision & Order.

Young Brothers customers, especially neighbor businesses, have expressed grave and legitimate
concerns to me about the effects of diminished shipping services on their economic future. Drastic
changes to the frequency and affordability of service threatens the viability of all neighbor island
businesses and the vitality of islands such as Lanai.

A plan that could substantially threaten the very existence of interisland water carrier service to
certain islands is clearly not a proposal that is required by public convenience and necessity and,
equally clearly, is not in the statewide public interest.



Some people have even suggested deregulating the market entirely to ensure a level playing field. I
find this suggestion completely unacceptable. Such a drastic change may address the issue of the
need to regulate carriers under the same rules, but it does so by placing service to Lanai and
Molokai - as we know and depend on it today - at great risk.

Despite the relatively small size of our communities, residents of the islands of Lanai and Molokai
are equal participants in the determination of “public convenience and necessity” and “public
interest”. My constituents on Lanai risk losing any form of service based on the new economics
contemplated under the Pasha application.

The responsibility of ensuring reliable, affordable and convenient interisland cargo service to the
people of this State does not lie solely with Young Brothers, or even with the PUC. It also lays with
all of us elected officials whose constituents depend on this essential service.

This is this very type of public harm that we public officials are specifically charged to prevent. Let
us take action now to ensure that this risk never has an opportunity to become reality.



Dear Senator Baker,

| am whole heartedly against the PUC granting PASHA access to some ports without providing service to
Molokai & Lanai. Again, we are being penalized for being a small Island, yet without the barge

service our economy would be flatlined immediately. It is not right for the State to grant unfair advantage
for one Company over another. It's goes back to my typical saying that "The only people who can afford
to live in Hawaii are the people that come from out of State." Another example being, when the State
bailed out Hawaiian Airlines, not once, but twice with taxpayers money, yet they do not service Molokai.

For my small business Young Brothers as been fair, and always included a dialog process for all their rate
increases. Young Brothers continues to come to Molokai and see how they can help us. They also
contribute to many activities here on the Island through grants and scholarships. They are truly
committed to our community.

It is my opinion that this measure should be stopped, because it would give one Company unfair
advantage over another.

Respectfully Submitted,
Liette Corpus

Sundown Deli
Kaunakakai, Molokai
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