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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAI'I

In the Matter of the Application of

KONA WATER SERVICE COMPANY,
iNC.

Docket No. 2018-0388

F-or a General Rate Increase and For
Approval of Revisions of Its Tariff

APPLICATION

KONA V/ATER SERVICE COMPANY, INC. ("KWSC" or "Applicant") pursuant to

Hawaii Revised Statutes ("HRS") ç 269-16, as amended, and Hawaii Administrative Rules

("HAR") Title 16, Chapter 601, hereby submits this application (the "Application") requesting

that the Hawaii Publie Utilities Commission (the "Commission"):

1. Determine this Application to be complete, pursuant to HRS $ 269-16 and HAR $

16-60r-87;

2. Conduct a public hearing on the island of Hawaii to consider this Application in

accordance with HRS $$ 269-12 and269-16, and HAR $ 16-601-30;

3. Find that Applicant's present rates for its customers are unjust and unreasonable,

and will not allow Applicant to recover all of its reasonably incurred expenses, nor allow

Applicant a reasonable opportunity to earn a fair return on its prudently incurred investments in

utility property;

4. Approve, pursuant to HRS ç 269-16, the water and sewer service rates and

charges proposed by Applicant as set forth in Exhibits KV/SC Water 5 and KV/SC Sewer 5, and

)
)
)
)
)

)
)
)



authorize Applicant to put into effect the proposed rates after the date of authorization by the

Commission;

5. V/aive the requirement under HAR $ 16-601-75 for audited financial statements

and accept Applicant's unaudited financial statements filed herein;

6. Approve the request to modify the terms of Applicant's tariff, as described in

Section VI below;

7. Approve the request to replace Applicant's existing unit depreciation rates with

group depreciation rates; and

8. Grant such other relief, including any interim rate increase, as may be just and

reasonable under the circumstances.

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

I. COMMUNICATIONS ING THIS APPLICATION

All pleading, correspondence and communications regarding this Application should be

addressed as follows

JEFFREY T. ONO
DAVID Y. NAKASHIMA
JOHN E. DUBIEL
Watanabe Ing LLP
999 Bishop Street, Suite 1250
Honolulu, Hawaii 96813

II. DESCRIPTION AND ROI]ND OF APPLICANT

Applicant is a Hawaii corporation with its principal place of business at 68-1845

Waikoloa Rd., Unit 216, Waikoloa, Hawaii 96738, and its legal offices at 1720 Norlh First

Street, San Jose, California 95112.
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Applicant is a public utility that holds a CPCN to provide water and sewer service to a

master planned community known as the Kukio Beach Club in Norlh Kona, island of Hawaii, an

adjacent residential development known as Manini'owali, and the Kua Bay Beach Park (aka the

Kekaha Kai State Park). KV/SC also has authority to provide untreated bulk water to: (1) the

Kukio Golf & Beach Club for irrigation purposes, on an interruptible "as is/where is" basis,l and

(2) the West Hawaii Veteran's Cemetery.' KWSC is also authorized to provide potable water

service only (no sewer service) to the planned four-lot Kukio Mauka subdivision, and the

adj acent planned five-lot Stroud subdivision.3

The Commission approved KV/SC's purchase of the assets of Kukio Utility Company,

Inc. ("KUC") in the Decision and Order hled on December 1,2008, in DocketNo. 2008-0109.

Applicant is wholly owned by Hawaii Water Service Company, Inc. ("Hawaii Water"). Hawaii

Water is a publie utility that holds a CPCN to provide potable water service in Ka'anapali,

Maui,a and wastewater collection and treatment service in Pukalani, Maui.s Flawaii Water also

owns all of the stock of Waikoloa Sanitary Sewer Company, dba West Hawaii Sewer Company,

Waikoloa Water Co., Inc., dba West Hawaii Water Company and Waikoloa Resort Utilities, Inc.,

dba Waikoloa Utility Company,6

Hawaii Water is a wholly-owned subsidiary of California V/ater Service Group

("CWSG"), a holding company incorporated in Delaware. CWSG has provided high-quality

1 See Section D-l of KWSC's Rules, Regulations and Rates for Water and Sewer Service (the "KWSC
Tariff') for the conditions on which other customers within KWSC's service territory may receive

untreated bulk water on an interruptible basis, subordinate to potable water needs.
2 

See the Decision and Order filed on April20, 2011, in DocketNo' 2010-0180.
3 

See Decision and Order No,23492, filed on June 14, 2007, in Docket No. 2006-0414.
a 

See Decision and OrderNo, 6230, filed June 9, 1980, in DocketNo. 3700.
s Pursuant to the Decision and Order filed on June 12, 2008 in Docket No. 2007-0238, the Commission
approved the transfer of Pukalani STP Co., Ltd.'s CPCN to HWSC.
6 See Decision and Order filed on August 20,2008, in DocketNo. 2008-0018'
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water utility services through its subsidiaries since 1926. Besides Hawaii Water, CWSG's

operating subsidiaries include California Water Service Company (water service), New Mexico

'Water Service Company (water and wastewater services), V/ashington Water Service Company

(water and wastewater services), CWS Utility Services, a non-regulated subsidiary, and HWS

Utility Services LLC, a non-regulated subsidiary. CWSG is a public company traded on the

New York Stock Exchange under the symbol "C'WT." CV/SG's audited financial statements are

available on the SEC's website.

III. DESCRIPTION OF RA RE,LIEF REOUESTED

A. Rate Relief Requested

Applicant seeks the review and approval by the Commission of a 2019 test year (the

"Test Year")7 net overall revenue increase of $660,216 for its consolidated operations. (Exhibit

KWSC 3, Line 7, column 2), This amounts to an approximate increase of 12.3o/o from the pro

forma revenue amount of $5,348,358 at present rates for the Test Year, as shown on Exhibit

KWSC 3 (line 7, column 1), attached hereto and as fuither described in the testimony of Robert

Stout (Exhibit KV/SC-T-100). The proposed increase is comprised of proposed increases of

$452,560 for water service and $207 ,656 for sewer service. This amounts to increases of

approximately I2.8%o for water service and I 1 .4o/o for sewer service. If approved, the proposed

revenue increase will provide Applicant with a7.48Yo rate of return on its prudently incurred

system improvements, as shown on Exhibit KWSC 3 (line 30, column 3).

t In Order No. 36181 filed on February 25,2079, the Commission granted KWSC's Motion to Waive

Test Year Requirements, waiving the requirements of FIAR $ I 6-60 I -87( 4), and allowing KWSC to utilize
a2019 test year.
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B. Justification for Relief Reouested

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

suf'ficient revenues to allow it a reasonable opportunity to earn a fair rate of return on its

prudently incurred investment. For calendar year 2018, on a pro forma basis, Applicant had

revenues of approximately $3,29 I ,7 46 and a 3 .59% rate of return for its water service and

revenues of approximately $1 ,138,423 and a 13JI% rate of return for its sewer service. (See

Exhibits KWSC Water 9 and KWSC Sewer 9). For the Test Year, Applicant projects revenues

of approximately $3,528,828 and a3A4% rate of return at present rates for its water servioe, and

revenues of approximately $1,891,531 and a 4.38% rate of return at present rates for its sewer

service. (See Exhibits K'WSC Water 6 and KWSC Sewer 6).

Moreover, Applicant has made significant capital improvements and plans to make

additional capital improvements in the Test Year. These capital improvements are discussed in

the testimony of Marlin Roush. (Exhibits KWSC-T-300 and KWSC-T-3O1). Finally,

Applicant's operating expenses have increased since its last rate case.

In sum, the instant rate case is designed to allow Applicant to earn a fair and reasonable

return on its prudently incurred costs for utility assets providing water, sewer and irrigation

service to its customers.

IV. PRBSENT AND POSED RATES

The rates currently being charged by Applicant are set forth in Exhibits KWSC Waler 4

and KWSC Sewer 4.

Applicant hereby respectfully requests that it be authorized to charge the rates set forth in

Exhibits KV/SC Vy'ater 5 and KWSC Sewer 5. All of the requested rates are greater than

Applicant's current rates. In addition to reflecting and passing through to customers increased
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costs to the Applicant, the increases reflect increases in Applicant's rate base and arate of return

of 7 .48o/o, as discussed in Section III.A, of the Application.

Applicant's present and proposed rates, as well as the proposed percent increase in rates

are as follows:

KWSC Wafer Service:

Monthly Water Fees Present Rate
Proposed

Rate
Percent
Increase

Meter Charge by Meter Size
(inches)

5/8 " $ 13.80 $ 1s.s7 t2.8%
314" $ $ 1s.s7 100.0%

I ll s 26.40 $ 29.85 t3.l%
r ll2" s 46.20 s s2.34 13.3%

2" $ 63.10 $ 71.39 13.r%
altJ $ 63.10 s|42.79 t26.3%

4" $166.40 s237.97 43.0%

6" $166.40 $47s.98 186.0%

8" $ 166,40 $8s6.74 41,49%

Ready to Serve Charge
Monthly Charge Per Installed
Meter (Includes usage up to
10,000 gallons per month)
Residential $3s6.40 $386.76 8.5%

Cottages s267.30 s290.07 8.5o/o

Business $356.40 $386.76 85%

Quantity Charge
(per 1,000 gallons of water
consumption) Present Rate

Proposed
Rate

Percent
Increase

0 - 10,000 gallons $ $ 0.0%

10,000 - 29,999 gallons $3.3688 $3.6ss8 8.5%

30,000 -74,999 gallons $6.2063 s6.7349 85%

75,000 and over $9.0438 $9.8141 8.5%

Bulk Interruptible Rate
(per 1,000 gallons of untreated
water)

s2.3069 $2.5034 85%
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K\rySC Sewer Service

Monthly Sewer Fees Present Rate
Proposed

Rate
Percent
Increase

Stand-by Charge

Residential - per dwelling unit
per month

s470.7s ss28.72 12.3%

Commercial per connection
per month

s470.1s ss28.72 12.3%

Quantitv Charge
per 1,000 gallons of domestic
water consumption up to 7,000
gallons per month for
residential customers and for
business customers up to 1"
and 40o/o of metered water
consumption for business
customers with meters greater
than l "

s2r.23rs $23.8461 12.3%

Fower Cost C

The PCC for Applicant's water service includes a pump efhciency factor of 18.7100 kWh

per thousand gallons. KWSC proposes to revise its pump efhciency factors to 22.4602 kWh per

thousand gallons to reflect the most recent changes to the cost to pump water in the KWSC water

system.

V. FINANCIAL INFORMATION AND WAIVER REOUEST

In accordance with HAR $ $ 16-601-86 and l6-601 -87,8 Applicant hereby files and

incorporates by reference the following exhibits

Exhibit KWSC I

Exhibit Kwsc 2

General Description of KWSC's property and equipment

Financial Statements

I Because Applicant has annual gross operating revenues of more than $2,000,000, the requirements set forth in
HAR $ 16-601-87 are applicable to this application.
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Schedules

A.

B.

Amount and kinds of stock authorized by articles of
incorporation and amount outstanding.

Terms of preference of preferred stock, whether cumulative
or participate or on dividends of assets, or otherwise.

Description of each security agreement, moftgage, and
deed of trust on Applicant's property.

Unaudited Financial Statements for the year ended
December 3I,2017.

Unaudited Financial Statements for the six (6) months
ended June, 201 8.

F. Amount of bonds authorized and issued.

Each note outstanding.

Other indebtedness.

Rate and amount of dividends paid during the five previous
calendar years.

The total earnings results for the total utility operations of
Hawaii Water.

Option elected by Applicant in computing deferred taxes,
investment tax credit and depreciation deduction in
determining its federal income tax payments, and whether
Applicant has used the same method in calculating federal
income taxes for the Test Year for ratemaking purposes.

C

D

E

G.

H.

I.

J

K

L,

M

N,

CWSG's last annual report to stockholders is available on
its website, and is incorporated by reference.e

CWSG's last proxy statement sent to stockholders is
available on its website, and is incorporated by reference.

The latest form 10(k), Annual Reporl hled with the
Securities and Exchange Commission, is available on
CWSG's website, and is incorporated by reference.

e http://ir.calwatergroup.com/Investor-Relations/Financial-Reports/Annual-Repofis
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o Statement regarding whether or not the increase reflects
and passes through to customers only increased costs to the
Applicant for the services or commodities furnished by
them.

KWSC Consolidated Revenue Requirement and Rate of Return
Summary

Present Rate Schedule

Proposed Rate Schedule

Exhibit KWSC 3

EXhibit KWSC 4 KWSC Consolidated Average Rate Base

1. KWSC \ilater Operations

Exhibit KWSC Water 3 Property and Equipment, and Accumulated Depreciation

Exhibit KWSC'Water 4

Exhibit KWSC Water 5

Exhibits KWSC V/ater 7
through 7.l5

Exhibits KWSC Water 8

through 8.22

Exhibit KWSC Water 6 Rate of Return Summary af Present and Proposed Rates

Pro Forma for the Test Year Ended December 3I,2019

Exhibit KWSC Water 6.1 Revenue Requirement Support

Rate Base Schedules

Revenue and Expense Schedules

Exhibit KWSC Water 9 Results of Operations Pro Forma December 31,2018 at present

and proposed rates. Results of operation for calendar year 2016,
2017 and the test year are included on Exhibits KWSC Water 6

and 8.

Exhibit KWSC Water 10 Rate of Return

Exhibit KWSC Water 11 Phase-in Schedule

9
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2. KWSC Sewer Onerafions

Exhibit KWSC Sewer 3 Property and Equipment, and Accumulated Depreciation

Exhibit KWSC Sewer 4 Present Rate Schedule

Proposed Rate ScheduleExhibit KV/SC Sewer 5

Exhibits KWSC Sewer 7

through 7.15

Exhibits KWSC Sewer 8
through 8.21

Exhibit KWSC Sewer 6 Rate of Return Summary at Present and Proposed Rates
Pro Forma for the Test Year Ended December 31,2019

Exhibit KWSC Sewer 6.i Revenue Requirement Support

Rate Base Schedules

Revenue and Expense Schedules

Exhibit KWSC Sewer 9 Results of Operations Pro Forma December 3 1, 2018 at present
and proposed rates. Results of operation for calendar year 2076,
2011 and the test year are included on Exhibits KWSC Sewer 6

and 8.

Exhibit KV/SC Sewer l0 Rate of Return

Exhibit KWSC Sewer 11 Phase-in Schedule

Exhibit KWSC Sewer 12 Rate Design

3. Testimonies and Supportine Exhibits

Exhibit KWSC-T-l00Testimony of Robert Stout

Exhibit Kwsc-T-101
Exhibit KWSC-T-102
Exhibit KV/sc-T-103
Exhibit KWSC-T-104
Exhibit KV/SC-T-105
Exhibit KWSC-T-106
Exhibit KWSC-T-107
Exhibit KWSC-T-108

Quote to Perform Audit of Financial Statement
KWSC Water System Depreciation Study
KV/SC Wastewater System Depreciation Study
Committed Capacity Adjustment
True-up Amortization
KWSC Water Cost of Service Study
KV/SC Sewer Cost of Service Study
Revised Tariff Pages (black-lined) I 0

'o Because the only requested change to KWSC's tariff is the removal of Exhibit B (Original Sheet 57), there is no

clean copy of the proposed changes, i.e. there will no longer be a Sheet 57 of I(WSC's tariff.
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Exhibit KWSC-T-200 Testimony of Anthony Carrasco

ExhibitKWSC-T-2O1 PayrollAllocations(Confidential)

Exhibit KWSC-T-300 Testimony of Martin Roush

ExhibitKWSC-T-3O1 CapitalProjectJustihcations

4. Request for Waiver.

Pursuant to HAR $ 16-601-92, Applicant respectfully requests that its unaudited financial

statements (Exhibits KWSC 2, Schedules D and E) submitted with this Application be accepted

in lieu of audited financial statements. Because Applicant is a small utility, requiring Applicant

to file audited financial statements would result in a hardship. CWSG, Hawaii Water's 100%

shareholder, has received an estimate of $220,000 annually for its auditor, Deloitte & Touche,

LLP, to conduct an independent audit of KWSC. If the Commission orders the financial

statements to be routinely audited, Applicant will need additional expense recovery in rates to

support that effort. CWSG is regularly audited by Delloitte & Touche, LLP. A copy of CV/SG's

latest annual report showing audited financial statements is available on CV/SG's website,ll and

is incorporated by reference.

VI. PROPOSED TARIFF CHANGES

Applicant also requests Commission approval to remove the service application form

from Applicant's tariff, The proposed tariff change is described in and attached to the

Testimony of Robert Stout. (Exhibit KV/SC-T-108),

l1http:llir.calwatergroup.com./Investor-Relations/Financial-Reports/Annual-Reports.
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VII. CONCLUSION

WHEREFORE, Applicant respectfully prays as follows:

l. That this Application be deemed a complete application, pursuant to HRS ç 269-

l6 and HAR $ 16-601-81;

2. That a public hearing be conducted on the island of Hawaii to consider this

Application in accordance with I-IRS $$ 269-12 and269-16, and HAR $ 16-601-30;

3. That the Commission find that Applicant's present rates for its customers are

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

expenses, nor allow Applicant to earn a fair return on its prudently incurred investments in utility

propefty;

4. That the Commission approve, pursuant to HRS ç 269-16, the water and sewer

rates proposed by Applicant as set forth in Exhibits KWSC Water 5 and KV/SC Sewer 5, and

authorize Applicant to put into effect the proposed rates after the date of authorization by the

Commission;

5, That the Commission waive the requirement under HAR $ 16-601-75 for audited

financial statements and accept Applicant's unaudited financial statements filed herein;

6. That the Commission approve the request to modify the terms of Applicant's

tariff as described in this Application;

7. That the Commission approve the request to replace Applicant's existing unit

depreciation rates with group depreciation rates; and

t2



8. That the Applicant be granted such other and fuither relief as may be just and

reasonable under the circumstances, including any interim rate increase.

DATED: Honolulu, Hawaii, February 28,2019

Y T. ONO
DAVID Y. NAKASHIMA
JOHN E. DUBIEL
Attorneys for Applicant
KONA WATER SERVICE COMPANY, INC.
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Docket No. 2018-0388
Exhibit KWSC-1

Property and Equipment
Witness: Carrasco

Kona Water Service CompanY

Property and Equipment

4 Property

5 Kona Water Service Company, Inc. (KWSC) provides potable water and wastewater

6 services within the Company's authorized service area. In addition, KWSC provides untreated

7 water to properties within and adjacent to its service territory.

2

3

8

9

10

11

12

13

14

15

t6

17

18

t9

20

21

22

¿J

24

25

26

27

28

29

Plant

Water System

KWSC's water system is comprised of f,rve wells (HR-1 through HR-5) with the ability to

have a sixth well installed. Wells HR-1 through HR-5 have the capability of producing

approximately 2.5 million gallons per day (gpd), KWSC's water system also consists of two

booster pump stations, nine tanks in various locations, and approximately 32,000 linear feet of

l6 inch pipeline in-service in its system that transmits the water to the distribution systems

within its service territory. A portion of the water pumped from wells is directed to the West

Hawaii Veteran,s Cemetery and Makalei before it is treated by the Reverse Osmosis treatment

system. The rest of the water pumped from the wells flows to the Reverse Osmosis treatment

system, where it is treated to serve KWSC's customers in the residential developments known as

the Kukio Beach Club and Manini'owali. KWSC also provides potable water to Kua Bay State

Beach park. The KWSC system has approximately nine water tanks with a capacity of 4.17

million gallons. The telemetry controls encompass the wells, reservoirs, transmission lines and

Reverse Osmosis system.

Wastewater SYstem

KWSC's wastewater system has seven pump stations located throughout its service

territory to facilitate the flow thorough transmission mains to the waste water treatment plant,

which has a treatment capacity of approximately 100,000 gpd. Each pump station is equipped

with an emergency standby generator. There are approximately 13,700 linear feet of force sewer



Docket No. 2018-0388
Exhibit KWSC-1

Property and Equipment
Witness: Carrasco

1 mains in the sewer system. Telemetry controls monitor the functioning of the pump stations and

2 the wastewater treatment Plant.



Description
Preferred

Stock

# of Shares
Au r.ecl

None

#of
Shares
Issued

None

Kona Water Service ComPanYo Inc.
Amount and Kinds of Stock Authorized by

Articles of Incorporation and Amount Outstanding

Docket No. 2018-0388
Exhibit KWSC 2, Schedule A

Amount and Kinds of Stock
Witness: Stout

PAR
Value

Per
Share

N/A

Total
PAR
Value

N/A

$1,000.00
Common

Stock* l0 10 s 100.00

*All of the outstanding shares of Kona Water Service Company Inc', are owned

by Hawaii Water Service Company, Inc.



Docket No.2018-0388
Exhibit KWSC 2, Schedule B

Preferred Stock
Witness: Stout

Kona Water Service ComPanY, Inc.
Terms of Preference of Preferred Stock, Whether Cumulative of

Participate or on Dividends of Assets, or Other.wise

None



Docket No. 2018-0388
Exhibit KWSC 2, Schedule C

Security Agreements, Mortgages, and Deeds of Trust
Witness: Stout

Kona Water Service ComPanY,Inc.
Description of Each Security Agreement, Mortgage, and Deed of Trust

None



Dockct No. 2018-0388

Exhibit KWSC 2, Schedulc D

Unaudited Financial Statcmcnts for thc ycar cndcd December 3l'2011
Witness: Stout

KONA WATER SERVICE COMPANY

BALANGE SHEET

DECEMBER 3I,2017

ASSETS & R DEBITS
BALANCE

'12t31t17
ACCOUNT
NUMBER

303

101.
1 05.
108.

uTlL|TY PLAfiT
Land

Utility Plant in Service
Construction Work in Progress
Accum. Depreciation of Utility Plant in Service

Total Utility Plant Less Reserves

OTHER PROPERTY & INVESTMENTS
NonutilitY ProPefi
Accum. Depreciation of Nonutility Plant

TotalOther Property & lnvestments

qURRENT & ACCRUED ASSETS
Cash
Customer Accounts Receivable
Accounts Receivable Other
Accum. Provision for Uncollectible Accts - Contra

Accounts Receivable From Associated Companies
Other Materials & SuPPlies
Prepayments
Accrued UtilitY Revenues
Miscellaneous Other Assets

Total Gurrent & Accrued Assets

DEFERRED DEBITS
Clearing Accounts
Miscellaneous Deferred Debits

TotalDeferred Debits

TOTAL ASSETS & OTHER DEBITS

0

35,916,788
1,192,942

(1 1,47J,593)

25,638,136

3,184,608
0

3,184,608

0
480,948

6,822
0

87,229
102,548

13,330
131,146

0

922,023

0
29,944 .

29,944

29,674,712

121.
122.

131.
141.
142.
143,
145.
151.
162.
173.
174.

184.
186.



Dockct No. 2018-0388

Exhibit KWSC 2, Schcdule D

Unaurlited Financial Statemcnts for thc ycar endcd Deccmbet 31,2017
Witness: Stout

KONA WATER SERVICE COMPANY

BALANCE SHEET

DECEMBER 31, 2017

ACCOUNT
NUMBER

201.
211.
215.
435.
438.

223.

EQUITY CAPITAL & LIABIL¡TIES

STOCKHOLDER'S EQUITY
Common Stock
Other Paid-ln-CaPital
Unappropriated Retained Earnings

Balance Transferred from lncome
Dividends Declared - Common Stock

Total Stockholder's Equity/(Deficit)

LONG TERM DEBT
Advances from Associated Companies

Other Long Term Debt

Total Long Term Debt

cURRENT & ACCRUED LIAFILITIES
Accounts PaYable
Accounts Payable to Associated Companies

Notes Payable to Associated Gompanies

Capitalized Lease Obligation
Accrued Taxes PaYable

Matured Long Term Debt
Other Liabilities

Total Current & Accrued Liabilities

DEFEßRED CREDITS
Advances for Construction
Other Defened Credits

Total Deferred Credits

OPERATING RESERVES
Misc. OPerating Reserves

CONTRIBUTIONS IN AID OF CONST,.RUCTION

Contributions in Aid of Construction
Accum. Amortization of CIAC

DEFERRED INCOME TAXES
Accum. Deferred lncome Taxes

BALANCE
12t31117

7,449,266
0

(5,189,187)
614,258

0

2,874,336

2,827,009
0

2,827,009

129,203
14,007,265

0
0

343,240
0
0

14,479,708

0

29,674,712

224

231.
233.
234.
225.
236.
239.
241.

252
253

0
0

0

0
265

271.
272.

12,909,888
(3,4 16.2291

Total Contributions in Aid of Construction - Net 9,493'659

283.

TOTAL LIABILITIES & OTHER GREDITS



ACCOUNT
NUMBER

I)ockct No. 2018-0388

Bxhibit KWSC 2, Schcdule D

KoNA wATER SËËfuTfCË ëöMþffifTE-.""
for the ycar ended Dcccmbcr 31,2017

Witness: Stout

INCOME STATEMENT

DECEMBER 31, 2017

cY 2017

OPERATING REVENUES

WATER SALES:

460.
461,
462.
465.

Unmetered Water Revenue

Metered Water Revenue

Fire Protection Revenue

Sales to lnigation Customers

OTHER WATER REVENUES:

Miscellaneous Service Revenues

Other Water Revenues - Unbilled Rev Adj

WASTEWATER SALES

Flat Rate Revenues
Measured Revenue
Revenues from Public Authorities
Revenues from Other SYstems

OTHER WASTEWATER REVENUES

Sale of Sludge
Other Wastewater Revenues

RECLAIMED WATER SALES

Flat Rate Reuse Revenues

Measured Reuse Revenue

Reuse Revenues from Other SYstems

Total Operating Revenues

0

3,500,382
0

84,290

2,829
32,042

1,081,457
617,'122

0
0

0
7,078

471.
474.

521.
522.
523.
524.

531.
536.

540.
541.
544.

0
0
0

5,325,201
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ACCOUNT
NUMBER

Docket No. 2018-0388

Bxhibit KWSC 2, Schedule D

KoNA wArER sËfrtlÎCË ëUfrfiP$ftt
mcnts for thc year cnded Deccmbcr 3l'2017

Witness: Stout

INCOME STATEMENT

DECEMBER 31, 2017

cY 2017

OPERATING EXPENSES . WATER

61 0,1

61 5.1

601,1
616.1
61 8,1

631.1
642.1
675.1
601.2
620.2
675.2

601,3
618.3
620.3
631.3
635.3
636.3
642.3
675.3
601.4
620.4
675.4

601.5
635.5
642.5
675,5
601.6
675,6

Purchased Water
Purchased Power
Source of SuPPIY - Salaries & Wages
Source of Supply - Fuelfor Power Production

Source of SuPPIY - Chemicals

Source of Supply - Contractual Svc - Engr

Source of Supply - Equipment Rental

Source of SuPPIY - Misc ExPense

Source of Supply - Maint - Salaries & Wages

Source of Supply - Maint - Materials & Supplies

Source of Supply - Maint - Misc Expense

Water Treatment - Salaries & Wages
Water Treatment - Ghemicals

Water Treatment - Materials & Supplies
Water Treatment - Contractual Svc - Engr

Water Treatment - Contractual Svc - Testing

Water Treatment - Contractual Svc - Other

Water Treatment - Rental of Equipment
Water Treatment' Misc ExPense

Water Treatment - Maint - Salarles & Wages

Water Treatment - Maint - Materials & Supplies

Water Treatment - Maint - Misc Expense

Trans & Distrib - Salaries & Wages

Trans & Distrib - Contractual Svc - Testing

Trans & Distrib - Rental of Equipment
Trans & Distrib - Misc ExPense

Trans & Distrib - Maint - Salaries & Wages

Trans & Distrib - Maint - Misc Expense

Total Operating ExPenses - Water

(584)
1,434,095

66,420
836

0
0
0

10,758
37,632

't20
17,269

46,576
186,768

0
0

2,720
0
0

17,261
0

2,262
6,021

3,968
0
0

9,325
0

s.875

1,847,322
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Docket No. 2018-0388

Exhibit KWSC 2, Schedule I)

ACCOUNT
NUMBER

715.3
701.2
720.2
735,2
775.2

Unaudifed Eiq¡¡cial-S-tatçmenls for the year endcd Decembcr 3l' 2017

KONA WATER SERVICE COMPANY wirncss: sfout

INCOME STATEMENT

DECEMBER 31,2017

cY 2017

OPERATING EXPENSES ..WASTEWATER

136,816
14,191

808
4,387

16,706

Pumping - Salaries & Wages
Pumping - Fuel for Power Production

Pumping - Chemicals
Pumping - Contractual Svc' Engr

Pumping - Contractual Svc - Testing
Pumping - Rental of EquiPment

Pumping - Miscellaneous ExPense

Pumping - Maint - Salaries & Wages

Pumping - Maint - Misc ExPense

Treat & DisPosal- Salaries & Wages

Treat & Disposal - Purchased WW Treatment

Treat & Disposal - Sludge Removal Expense

Treat & DisPosal- ehemlcals
Treat & Disposal- Materials & Supplies

Treat & Disposal - Contractual Svc - Engr

Treat & Dlsposal - Contractual Svc - Testing

Treat & Disposal - Contractual Svc - Other

Treat & Disposal - Rental of Equipment

Treat & Disposal- Transportation Expenses

Treat & Disposal - Miscellaneous Expense

Treat & Dipsosal - Maint - Salaries & Wages

Treat & Dipsosal- Maint- Materials & Supplies

Treat & Dipsosal ' Maint - Contractual Svc - Test

Treat & Dipsosal - Maint - Misc Expense

37,209
1,',148

0
0

1,348
0

7,089
0
0

701.3
716.3
7'18,3
731.3
735.3
742.3
775.3
701.4
775.4

701,5
710.5
711,5
718.5
720.5
731.5
736.5
736.5
742.5
750,5
775.5
701.6
720.6
735.6
775.6

701.9
718.9
720.9
750.9
758.9
701.10
720.10

Purchased Power
Collection - Maint - Salaries & Wages
Collection - Maint - Materials & Supplies

Collection - Maint'Contractual Svc - Testing

Collection - Maint - Miscellaneous Expense

Reclaimed Wtr Treat - Salaries & Wages

Reclaimed Wtr Treat - Chemicals

Reclaimed Wtr Treat - Materials & Supplies

Reclaimed Wtr Treat - Transporlation Expense

Reclaimed Wtr Treat - lnsurance - Wrk Comp

Reclaimed Wtr Treat - Maint - Salaries & Wages

Reclaimed Wtr Treat - Maint - Matls & Supplies

Reclaimed Wtr Distr - Materials & Supplies

Reclaimed Wtr Distr - Miscellaneous Expense

Total Operating Expenses - Wastewater

Total Operating ExPenses

NET OPERATING INCOME / (LOSS)

67,164
0

3,730
2,924
2,564

0
985

0
2,777
6,576

14,970
0

3,326
0

1,407

0
0
0

20
0
0
0

0
4,284

330.431

2,'177,753

3,147,48

720.11
775.11
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ACCOUNT
NUMBER

Dockct No. 2018-0388

Exhibit KWSC 2, Schedulc D

Ko NA wArE R sËÈVfCg 8öÜfËhïftt
ments for thc year ended Deccmber3l,2017

Witness: Stout

INCOME STATEMENT

DECEMBER 3I, 2017

cY 2017

OTHER INCOME & EXPENSESi

403.
407.
408.
415.
416.
419.
421.
426.
427.

601.7
670.7
675.7
601,8
604.8
620.8
631.8
632.8
633.8
636.8
641.8
657.8
658,8
659.8
667,8
675,8

Depreciation ExPense
Amortization ExPense
Taxes Other Than lncome
Revenues - Jobbing & Contract Work
Costs & Expenses'Jobbing & Contract Work

lnterest and Dividend lncome
Nonutility lneome
Miscellaneous Nonutility Expenses

lnterest ExPense / (lncome)

Total Other lncome & ExPenses

GENERAL & ADMI NISTRATIVE EXPENSES:

Customer Accounts - Salaries & Wages

Customer Accounts - Bad Debt Expense

Customer Accounts - Misc ExPense

Admln & General- Salaries & Wages

Admin & General- Empl Pensions & Benefits

Admin & General- Materials & Supplies

Admin & General- Contractual Svc - Engr

Admin & General- Contractual Svc - Acctg

Admin & General- Contractual Svc - Legal

Admin & General - Contractual Svc - Other

Admin & General- Building/Property Rental

Admin & General - lnsurance - Gen Liab

Admin & General ' lnsurance - Workefs Comp

Admin & General- lnsurance - Other

Admin & General - Regulatory Comm Expense

Admin & General- Misc ExPense

NET TNCOME/(LOSS) BEFORE INCOME TÐ(ES

lncome Tax ExPense / (Benefit)

NET INCOME/(LOSS)

466,108
0
0
0
0
0

467
0

158,187

624,761

13,173
(1,596)

50
51,242

284,5M
1,752

0
0

3,150
14,213
6,400

71,925
12,073

0

53,994
643,227

Total General & Administrative Expenses 1,154,146

1 1

409

6_l!,258 
.
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Dockct No. 2018-0388

Exhibit KWSC 2, Schedulc B

Unaudited Financial Statemcnts for thc six months ended Junc 30' 2018

Witness: Stout

KONA WATER SERVICE COMPANY

BALANCE SHEET

JUNE 30,2ol8

ACCOUNT
NUMBER

303

ASSETS & OTHER DEBITS

UT¡LITY PLANT
Land

Utility Plant in Service
Construction Work in Progress

Accum. Depreciation of Utility Plant in Service

Total UtilitY Plant Less Reserves

OTHER PROPERTY & INVESTMENTS
NonutilitY ProPertY

Accum. Depreciation of Nonutility Plant

Total Other Property & lnvestments

CURRENT & ACCRUED ASSETS
Cash
Customer Accounts Receivable
Accounts Receivable Other
Accum. Provision for Uncollectible Accts - Contra

Accounts Receivable From Associated Companies
Other Materials & SuPPlies
Prepayments
Accrued Utili$ Revenues
Miscellaneous Other Assets

Total Current & Accrued Assets

DEFERRED DEBITS
Clearing Accounts
Miscellaneous Deferred Debits

BALANCE
613012018

0

35,960,269
1,602,924

(11,760,927)

25,802,265

3,184,608
0

3,184,608

101.
105.
108.

121.
122.

131.
141.
142.
143.
145.
151.
162.
173.
174.

184.
1 86,

0
448,245

9,426
(2701

87,229
104,807

15,059
152,051

0

816,U7

0
4,278

Total Deferred Debits 4,278

TOTAL ASSETS & OTHER DEBITS 29,807,698



Docket No. 2018-0388

Bxhibit KWSC 2, Schedulc E

Unaudited Financial Statemcnts for thc six months endcd June 30' 2018

Witness: Stout

KONA WATER SERV¡CE COMPANY

BALANCE SHEET

JUNE 30, 2018

ACCOUNT
NUMBER

201.
2'11.

215.
435.
438.

223.
224.

231.
233.
234.
225.
236.
239.
241.

252.
253.

265.

BALANCE
6'30/2018EQUITY caPlrAL & LlABlLlrlES

STOCKHOLDER'S EQUITY
Common Stock
Other Paid-ln-CaPital
Unappropriated Retained Earnings

Balance Transferred from lncome
Dividends Declared - Common Stock

Total Stockholder's Equity/(Deficit)

LONG TERM DEET
Advances from Associated Companies
Other Long Term Debt

Total Long Term Debt

CURRENT & ACCRUED LIABILITIES
Accounts PaYable
Accounts Payable to Associated Companies
Notes Payable to Associated Companies
Capitalized Lease Obligation

Accrued Taxes PaYable

Matured Long Term Debt
Other Liabilities

Total Current & Accrued Liabilities

DEFERRED CREDITE
Advances for Construction
Other Defened Credits

Total Deferred Credits

OPERATING RESERVES
Misc. OPerating Reserves

CONTRIBUTIONS IN AID OF CONSTRUCTION
Contributions in Aid of Construction
Accum. Amortization of CIAC

DEFERRED INCOME TAXES
Accum. Deferred lncome Taxes

7,449,266
0

(4,194,064)
451,989

0

3,707,191

2,795,961
0

2,795,961

123,836
13,454,243

0
0

353,152
0
0

13,931,231

0
0

0

0

271
272

12,909,888
573)

Total Contributions in Aid of Construction - Net 9,373,315

0283.

TOTAL LlABlLlrlEs & orHER CREDITS 29'807'698



ACCOUNT
NUMBER

Ko NA wArE R sHfr\rieHöömNNY"'"

INCOME STATEMENT

JUNE 30,2018

OPERATING REVENUES

WATER SALES:

Unmetered Water Revenue
Metered Water Revenue
Fire Protection Revenue
Sales to lnigation Customers

OTHER WATER REVENUES:

Miscellaneous Service Revenues

Other Water Revenues - Unbilled Rev Adj

WASTEWATER SALES

Flat Rate Revenues
Measured Revenue
Revenues from Public Authorities
Revenues from Other SYstems

OTHER WASTEWATER REVENUES

Sale of Sludge
Other Wastewater Revenues

RECLAIMED WATER SALES

Flat Rate Reuse Revenues

Measured Reuse Revenue

Reuse Revenues from Other SYstems

Total Operating Revenues

Docket No' 2018-0388

Exhibit KWSC 2, Schedulc E

for thc six months ended Junc 30' 2018

Witncss: Stout

cY 2018

0
1,594,699

0
51,174

1,366
27,442

562,248

0
(6,537)

2,537,356

460
461
462
465

471.
474.

521.
522.
523.
524.

306

531.
536.

540.
541.
5M.

,963
0
0

0
0
0
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ACCOUNT
NUMBER

Docket No. 2018-0388

Exhibit KWSC 2, Schedule E

KO N A WAT E R SHfr\' i 8HëÜfi#ilNq/' "" for the six months endcd June 30' 2018

Witncss: Stout

INCOME STATEMENT

JUNE 30,2018

cY 2018

OPERATING EXPENSES . WATER

610.1
61 5.1

601.1
616.1
618.1
631.1
642.1
675.1
601.2
620.2
675.2

601.3
618.3
620.3
631,3
635.3
636.3
u2.3
675.3
601.4
620.4
675.4

601.5
635.5
642.5
675.5
601.6
675.6

Purchased Water
Purchased Power
Source of SupplY - Salaries & Wages
Source of Supply' Fuel for Power Production

Source of SuPPIY - Chemicals

Source of Supply - Contractual Svc - Engr

Source of Supply - Equipment Rental

Source of SuPPIY - Misc ExPense

Source of Supply - Maint - Salaries & Wages

Source of Supply - Maint - Materials & Supplies

Source of Supply - Maint - Misc Expense

Water Treatment - Salaries & Wages
Water Treatment - Chemicals

Water Treatment - Materials & Supplies

Water Treatment - Contractual Svc - Engr

Water Treatment - Contractual Svc - Testing

Water Treatment - Contractual Svc - Other

Water Treatment - Rental of Equipment

Water Treatment - Misc ExPense

Water Treatment' Maint - Salaries & Wages

Water Treatment - Maint' Materials & Supplies

Water Treatment - Malnt - Misc Expense

Trans & Distrib' Salaries & Wages

Trans & Distrib - Contractual Svc - Testing

Trans & Distrib - Rental of Equipment

Trans & Distrib - Misc ExPense

Trans & Distrib - Maint - Salaries & Wages

Trans & Distrib - Maint - Misc Expense

Total Operating ExPenses - Water

666

2,732
21,303

0
469

43,303
61,385

1,536

1,495

2,454
0
0

3,887
0

2,039

830,803

(e0)

,034
,818

0
0
0
0

17

0
0
0
0

6,438
0
0
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ACCOUNT
NUMBER

Unauditcd Financial Stafements for the six months endcd Junc 30' 2018

KONA WATER SERVICE COMPANY wftncss: srour

INGOME STATEMENT

JUNE 30,2018

cY 2018

oPERATING EXPENSES - WASTEWATER

Docket No. 2018-0388

Exhibit KWSC 2, Schedule E

67,406
6,007
1,309

0
83

19,754
1,245

0
0
0
0

836
0
0

29,852
0

2,257
10,790

285
0

0

1,146
0

2,175
5,679

0
648

0
1,209

715.3
701.2
720.2
735.2
775.2

701.3
716.3
718.3
731.3
735.3
742.3
775.3
701.4
775.4

701.5
710.5
711.5
718.5
720.5
731.5
735.5
736.5
742.5
750.5
775.5
701.6
720.6
735.6
775.6

701.9
718.9
720.9
750.9
758.9
701.10
720.10

Purchased Power
Collection - Maint - Salaries & Wages
Collection - Maint - Materials & Supplies

Collection - Maint - Contractual Svc - Testing

Collection - Maint - Miscellaneous Expense

Pumping - Salaries & Wages
Pumping - Fuelfor Power Production

Pumping - Chemicals
Pumping - Contractual Svc - Engr

Pumping - Contractual Svc - Testing

Pumping - Rental of EquiPment

Pumping - Miscellaneous ExPense

Pumping - Maint - Salaries & Wages

Pumping - Maint - Misc ExPense

Treat & DisPosal - Salaries & Wages

Treat & Disposal - Purchased \ÂM/ Treatment

Treat & Disposal- Sludge RemovalExpense
Treat & DisPosal - Chemicals

Treat & Disposal - Materials & Supplies

Treat & Disposal - Contractual Svc - Engr

Treat & Disposal - Contractual Svc - Testing

Treat & Disposal - Contractual Svc - Other

Treat & Disposal - Rentalof Equipment

Treat & Disposal - Transportation Expenses

Treat & Disposal - Miscellaneous Expense

Treat & Dipsosal - Maint' Salaries & Wages

Treat & Dipsosal - Maint - Materials & Supplies

Treat & Dipsosal - Maint - Contractual Svc - Test

Treat & Dipsosal ' Maint - Misc Expense

Reclaimed Wtr Treat - Salaries & Wages

Reclaimed Wtr Treat - Chemicals

Reclaimed Wtr Treat - Materials & Supplies

Reclaimed Wtr Treat - Transportation Expense

Reclaimed Wtr Treat - lnsurance - Wrk Comp

Reclaimed Wtr Treat - Maint - Salaries & Wages

Reclaimed Wtr Treat - Maint - Matls & Supplies

Reclaimed Wtr Distr - Materials & Supplies

Reclaimed Wtr Distr - Miscellaneous Expense

Total Operating Expenses - Wastewater

Total Operating ExPenses

NET OPERATING INCOME / (LOSS)

0
0

0
0

0
0
0

720.'11
775.11

0
1,636

3'171

983,120

1,554,235

Page 3 of 4



ACCOUNT
NUMBER

KO NA WATE R SPfr\'i8HëÜfi#NNY' ""

INCOME STATEMENT

JUNE 30, 2018

OTHER INCOME & EXPENSES:

Depreciation ExPense
Amortization ExPense
Taxes Other Than lncome
Revenues - Jobbing & Contract Work

Costs & Expenses -Jobbing & Contract Work

lnterest and Dividend lncome
Nonutility lncome
Miscellaneous Nonutility Expenses

lnterest ExPense / (lncome)

Total Olher lncome & ExPenses

GENERAL & ADMINISTRATIVE EXPENSES:

Customer Accounts - Salaries & Wages

Customer Accounts - Bad Debt Expense

Customer Accounts - Misc ExPense

Admin & General - Salarles & Wages

Admin & General- EmplPensions & Benefits

Admin & General- Materials & Supplies

Admin & General - Contractual Svc - Engr

Admin & General 'Contractual Svc - Acctg

Admin & General ' Contractual Svc - Legal

Admin & General - Contractual Svc - Other

Admin & General- Building/Property Rental

Admin & General - lnsurance - Gen Liab

Admin & General - lnsurance - Worke/s Comp

Admin & General - lnsurance - Other

Admin & General- Regulatory Comm Expense

Admin & General- Misc ExPense

Total General & Administrative Expenses

NET TNCOME/(LOSS) BEFORE INCOME TAXES

lncome Tax ExPense / (Benefit)

NET TNCOME/(LOSS)

Dockct No. 2018-0388

Exhibit KWSC 2, Schedulc E

for thc six months endcd June 30' 2018

Witncss: Stout

cY 2018

403.
407.
408,
415.
416.
419,
421.
426.
427,

233J26
0
0
0
0
0

649
0

73,732

307,506

601.7
670.7
675.7
601.8
604.8
620.8
631.8
632.8
633.8
636.8
641.8
657.8
658.8
659.8
667,8
675.8

6,644
599
134

1,878
125,6',11

596
0
0

0
4,256
6,400

29,395
5,988

0
29,322

409

301 .520

512,342

734.387

.397

451,989
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Docket No.2018-0388
Exhibit KWSC 2, Schedule F

Amount of Bonds
Witness: Stout

Kona Water Service Company,Inc.
Amount of Bonds Authorized and Issued

None



CONFIDE,NTIAL INFORMATION
Deleted Pursuant to Protective Order No. 36174

Type

Amount
lnterest Rate
ïerm
Agreement Date
Due Date
Monthly
Payment

Kona Water Service Company,Inc.
Each Note Outstanding

Promissory note with its holding company, California Water Service Group,

to finance capital improvements.

Docket No. 2018-0388
Exhibit KWSC 2, Schedule G

Each Note Outstanding
Witness: Stout

I
5.50%

30 years
12t31t2011
12t2012041



Docket No.2018-0388
Exhibit KWSC 2, Schedule H

Other Indebtedness
Witness: Stout

Kona Water Service Company,Inc.
Other Indebtedness

None



Docket No. 2018-0388
Exhibit KWSC 2, Schedule I

Dividends Paid
Witness: Stout

Kona'Water Service Company
Rate and Amount of Dividends Paid during the Five

Previous Calendar Years*

YEAR

2018

2017

2016

2015

2014

AMOUNT

$546,733

$674,1 08

$126,652

$0.00

$0.00

*All dividends were paid by Hawaii Water to CWSG. An explanation of how the dividends

were calculated in Confidential Exhibit KWSC 2, Schedule I.1. Hawaii Water considers its

method of determining dividends as well as certain underlying information to be

confidential. Therefore, the attached Exhibit KWSC 2, Schedule I.1 is filed under seal,

subject to Protective Order No.



CONFIDENTIAL INFORMATION
Deleted Pursuant to Protective Order No. 36174

Docket No. 2018-03 88

Exhibit WHUC 2, Schedule I.1
Dividends

Witness: Stout

Exnlanation of Di naid bv Hawaii Water



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Docket No. 2018-0388
Exhibit KWSC 2 Schedule 1.1

Divìdends
Wtness: Stout

Hawaii Water Dividend Payment Summary 2016

Period Ending

Q220t6
Q3 2016

Amount Paid

Total 5 126,652



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Operating revenue

Operating expenses:
Operations:

Purchased water
Purchased power
Pump taxes
Administrative and General
GO Allocations
Other operations

Total operations

Maintenance
Depreciation and amortization
Federal income taxes
State income taxes
Taxes other than income taxes

Total operating expenses

Net operating income

Other lncome and Expenses:
Non regulated revenue
Non regulated expense
New Business
Gain on sale on non-utility property
Miscellaneous
lncome taxes on other income and exp

I nterest:
lnteresi on long{erm debt
Other interest
lnterest capitalized
Amortization of bond premium and expense, net

NET INCOME

STATEMENT OF INCOME
Twelve Months Ended June 30, 2016

HWSCO
tz:jÑ{

This Year
$22,090,074

254,194
6,698,827

0

4,582,455
1,029,437
3,227,939

15,792,853

633,074
2,388,615

140,842
32,213

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

608 7141

20,596,312

1,493,763

8,593
0

(56,307)
(114,410)
(22,645)
75,285

(109,482)

0

1,274,529
(30,787)

0

1,243,742

140,538



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Operating revenue

Operating expenses:
Operations:

Purchased water
Purchased power
Pump taxes
Adm inistrative and General
GO Allocations
Other operations

Total operations

Maintenance
Depreciation and amortization
Federal income taxes
State income taxes
Taxes other than income taxes

Total operating expenses

Net operating income

Other lncome and Expenses:
Non regulated revenue
Non regulated expense
New Business
Gain on sale on non-utility property
Miscellaneous
lncome taxes on other income and exp

lnterest:
lnterest on long{erm debt
Other interest
lnterest capitalized
Amortization of bond prem

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

NET INCOME

STATEMENT OF INCOME
Twelve Months Ended September 30, 2016

HWSCO

lzl4
This Year
$22,333,474

242,391
6,601,321

0

4,118,188
977,835

761
15,215,496

618,356
2,374,447

415,448
83,600

613 400

20,320 746

2,012,728

7,931
(262)

(55,674)
(33,413)
(16,082)
39,729

(57,771)

ium and expense, net

0

1,283,280
(32,131)

0
1,251,149

703,808

Cash balance as of 913012016 3,257,904



CONFIDENTIAL INFORI\4ATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Total

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

D¡vidends
Wtness: Stout

Hawaii Water Dividend Payment Summary 2017

Period Ending

Q4 2016

QL2017
Q22017
Q3 2017

Amount Paid Notes

Calculated Dec 2016 but paid in Jan 201-7

5 6lq,tog



CONFIDENTIAL INFORIVATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Operating revenue

Operating expenses:
Operations:

Purchased water
Purchased power
Pump taxes
Administrative and General
GO Allocations
Other operations

Total operations

Maintenance
Depreciation and amortization
Federal income taxes
State income taxes
Taxes other than income taxes

Total operating expenses

Net operating income

Other lncome and Expenses:
Non regulated revenue
Non regulated expense
New Business
Gain on sale on non-utility property
Miscellaneous
lncome taxes on other income and exp

I nterest:
lnterest on long{erm debt
Other interest
lnterest capitalized

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

STATEMENT OF INCOME
Twelve Months Ended December 31,2016

HWSCO

tzM
This Year

$22,873,033

314J43
6,582,197

0

3,994,767
913,790

3,2 17,357
15,022,253

664,044
2,368,806

621,001
124,531
680 4761

Amortization of bond premium and expense , net

NET INCOME

20,481 109

2,391,923

0
0

(71,124)
(35,566)
(20,563)
5'1,852

(75,401)

0
1,281,101

(32,502)
0

1,248,599

1,067,924



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Operating revenue

Operating expenses:
Operations:

Purchased water
Purchased power
Pump taxes
Administrative and General
GO Allocations
Other operations

Total operations

Maintenance
Depreciation and amortization
Federal income taxes
State income taxes
Taxes other than income taxes

Total operating expenses

Net operating income

Other lncome and Expenses:
Non regulated revenue
Non regulated expense
New Business
Gain on sale on non-utility propedy
Miscellaneous
lncome taxes on other income and exp

lnterest:
lnterest on long-term debt
Other interest
lnterest capitalized

Docket No. 2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

Amortization of bond premium and expense, net

NET INCOME

STATEMENT OF INCOME
Twelve Months Ended March 31,2017

HWSCO

t2l]M
This Year
$22,832,121

311,282
6,626,824

0

3,927,421
907,996

3,247 606
15,021 ,130

688,401
2,349,000

600,432
119,725

1,691,477

20,470 164

2,361,957

0
(12,464)
(47,e10)
(16,e88)
(1e,707)
39,553

(57,5r 6)

0
1,289,973

(33,142)
0

1,256,831

1,047,611



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
oRDER NO.36174

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
VVitness: StoutSTATEMENT OF INCOME

Twelve Months Ended June 30,2017
HWSCO

This Year

$23,268,939Operating Revenue

Operating Expenses:
Operations:

Purchased Water

Purchased Power

Pump Taxes

Administrative and General

GO Allocation
Other Prod & Distr Exp

Cust Account Expense

Rents

Admin Charges

Other Operations
Total Operations

Maintenance

Depreciation and Amortization

Federal income taxes

State income taxes

Taxes Other Than lncome Taxes
Total Operating Expenses

Net Operating lncome

Other lncome and Expense:

Non regulated revenue

Non regulated expense

New Business

Gain on sale on non-utility property

Miscellaneous

lncome Taxes on other lncome and Exp

I nterest:
lnterest On Long-Term Dept

Other lnterest

lnterest Capitalized

Amort of Bond Prem and ExP, Net

323,805

6,716,271

0

3,851,228

929,154
2,828,151

336,489

122,167

0

3,286,807
15,107,266

669,610

2,344,735
711,143
140,492

1,710,428
20,683,674

2,585,265

0

0

(3e,1 0e)

(8,242)
(16,603)

26,060
(37,8e3)

0

1,309,379
(34,847)

0
1,274,532

NET INCOME $1,272,840



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
oRDER NO.36174

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

STATEMENT OF INCOIVE

Twelve Months Ended Septembet 30, 2017

HWSCO
This Year

$24,085,009Operating Revenue

Operating Expenses:
Operations:

Purchased Water

Purchased Power

Pump Taxes

Administrative and General

GO Allocation

Other Prod & Distr ExP

Cust Account ExPense

Rents

Admin Charges

Other Operations
Total Operations

Maintenance

Depreciation and Amortization

Federal income taxes

State income taxes

Taxes Other Than lncome Taxes
Total Operating Expenses

Net Operating lncome

Other lncome and Expense:

Non regulated revenue

Non regulated expense

New Business

Gain on sale on non-utility property

Miscellaneous

lncome Taxes on other lncome and Exp

lnterest;
lnterest On Long-Term DePt

Other lnterest

lnterest Capitalized

Amort of Bond Prem and ExP, Net

310,604

6,789,639

0

3,913,941

946,653

3,396,160

342,854
128,915

0

3,867,929
15,828,766

824,124
2,347,530

667,697

135,339

1,767,513
21 570 970

2,514,039

(1,308)

262
(81,721)

(e5,206)

(17,2e7)

79,565
(1 15,705)

0

1,333,812

(41,154)

0
1,292,658

NET INCOME ,'105,676



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
oRDER NO.36174

HawaiiWater Dividend Payment Summary 2018

Period Ending

Q42017
Ql2018
Q2 2018

Q3 2018

Amount Paid

Total s 539,354

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECÏIVE
ORDER NO.36174

Operating Revcnuc

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

Statcmc¡rt of Income
Twclvc Months Ending Dccember' 31,2017

¡ìwsco
This

$24,295,742

Operating llxpenses:

Operalions.
Purchased water
Purchased Powcr

Punrp'l'ues
Adrninistrat¡vc ând General

GO Allocalion
Other Operâtions

Total Operalions

Maintenmce
Depreciation ùd Amort¡zalion

Federal inconìe tdes
State income taxes

Taxcs Other Thm Income]'des
Total Operalrng Expenses

Ncf Operâting Incomc

Other Inco¡ne ând Expcnsc:

Non regulated revcnue

Non regulated expense

New Business

Gain on sale on non-utility propcily

Miscellmcous
lncome Taxes on olher lncome Ðd Exp

lntercst:
Interesl On Long-Term Dept

Olher lnterest

I¡rteresl Capitalized

AnìoÍ ofBond Prcm md Exp, Nel

Equify Earnings of Subsidiâr'ies

NET INCOME

l,'763,545
2t,91'1,924

2,3',1'7,8t9

2t I ,946
?,0t 3,660

0
3,951,936

|,02t,249
4,1 t9,509

t6,3 I 8,299

830,798
2,332,125

s59,496
I I 3,660

(l,r03)
0

(58,29r)
(103,r51)
(l 1,950)
1t,099

(r03,395)

0

I,3ó0,705
(3,322)

0

ì,l 57,383

$91 7,04 I



CONFIDENTIAL INFORI\4ATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Ol,erâting Rcvenue

Docket No. 201 8-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

Stâtcmcnt of Income
Twelve Months Ending March 31, 2018

HWSCO
This Ycâr

Opcrating llxpcnscs:
Operations:

Purchased Water

Purchæed Powcr
Pump Tues
Administrativc md General

GO Allocation
Othcr Operations

'fotal Operalions

Maintenancc

Depreciation and Amortization
Federâl inçonre tâxes

State incomc tdcs
Taxes Other'l'hù Inconre Taxes

Total Operating Expcnses

Ncl Operâting lncomc

Other Inconrc and Expense:

Non regulated revenue

Non regulated expense

New Ilusrness

Gain on sale on non-utility properry

Miscellaneous
Income'l'axes on olher Incorne md Exp

fntertsl:
Interest On Long-Term Dept

Other lntcrest
Interest Capitaliz-ed

Amort ofBond Prem ùd Exp, Net

Equity E¡Ìnings of Srrbsidiaries

NI]T INCOME

'13,942

(t22,826)

0

t,390,E30
(t4,97't\

0

t,375,853

s95?,953

$24,305,636

219,733

7,t05,?65
0

1,962,24t
r,055,136
3,96'7,563

16,3t0,439

8 I 2,833

2,3 t3,026
543,686
I I 6,836

t,?52,183
2t,849,004

2,456,632

(r,r03)
(26,650)

(5 r ,827)
(l03,l5l)

(14,019)



CONFIDENTIAL INFORIV]ATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Docket No, 2018-0388
Exhibit KWSC 2 Schedule l.'1

Dividends
Wtness: Stout

Stâtcmcnt of lncome
Twelve Months Ending June 30, 2018

HWSCO
This Year

s24,210,892Operating Revcn0c

Opcrating Expenses:

Opcralionsi

Purchased water
Purchased Power

Punrp 1'axcs

^dninistrative 
ùd General

GO Allocation

Other Operations
'I otal Opcrations

MaintenMce

Deprecialion ând Amortization
Federal income taxcs

Slate inconrc tdos
Taxes Othcr Thm Income Taxcs

Total Operating Expenses

Ncl Onerâting Incomc

Other Incomc Ând Expensei

Non regulaled revenue

Non regulated expense

New Bus¡ness

Gain on sale on non-utility propefy
Miscellaneous

Intcrcst:
Interest On Long-Term Dept

Other lnte¡esl
l[leresr Capitalizcd

Amon olBond Prcm ùìd Exp, Net

Equity llârnin gs of Srrbsidia¡ies

NET INCOME

204,t38
7,2r0,508

0

3,887,947

t,09'7,756

3,969, I 55

16,369,505

E35,ll3
2,450,849

367,652

98,939

Incolnc Taxes on olher Income dd Exp

),125,116
2l ,84'7 ,l'1 4

2.363.'719

(1,r03)
(?5,ó89)

(44,696)
(r 03,8oo)

(21,056)

88,6'79

(r 57,óó5)

0

1,42t,890
(27,-t74)

l,l94, r I 6

$8r 1,938



CONFIDENTIAL INFORMATION
DELETED PURSUANT TO PROTECTIVE
ORDER NO.36174

Operating Rcvcnue

Docket No.2018-0388
Exhibit KWSC 2 Schedule 1.1

Dividends
Wtness: Stout

Statcment of Incomc
Trvclve Months Ending Septembcr 30, 2018

rrwsco
This Year

s24,160,742

Operathrg Exncnscs:

Operations:
Purchâsed Water

Purchæed Power

Pump Tues
Ad¡¡i¡istrative md Gcneral

GO Allocation

Other OpÊrations
'l-otal Operalions

Maintenance
Depreciation and 

^nþrtizåtìonIrcderal income laxes

Slate ¡ncome taxcs

Taxes Other l'hm lncome Taxes

l'oral Operating Expcnses

Ncl Opcrating ltrcome

Other Incomc and Expense:

Non regulated revenue

Non regulated expense

New IJusincss

Gain on sale on non-utility property

Miscellaneous
Income l'axcs on other Inconre md Ilxp

Int€rest:
Intgrcst On Long-Term Dept

Other Interest

Inte.esl Capitalizcd

Amof, ofBond Pren Md Exp, Nel

Equily Earnings of Subsi¡liârics

NET INCOME

3,382,204

t5,999,845

2t6,304
7,489,043

0

3,762,391
I,t49,903

745,331

2,6't9,48'7

I,050,623
99,422

I,'180,282

22,354,990

t,805,752

2t,464
(l 36,790)
(l 5,045)
(94,92t)
(20, r 5s)

64,866
(r80,58r)

0

t,45'1,200
(3s,787)

|,42t,413

s908,758



Docket No.2018-0388
Exhibit KWSC 2, Schedule J
Earnings Results for KWSC

Witness: Stout

Kona Water Service Company, Inc.
Earnings Results for KWSC Ending December 31' 2013

The total earnings results for the total utility operations of Applicant. The earnings for
KWSC are shown on Exhibits 6 and 8



Docket No. 2018-0388
Exhibit KWSC 2, Schedule K

Option Elected by KWSC
Witness: Stout

Option Elected by KWSC In Computing Deferred Taxes, Investment Tax Credit and

Depreciation Deduction in determining its Federal Income Tax Payments, and whether
KWSC Has Used the Same Method In Calculating Federal Income Taxes for the Test Year

for Ratemaking Purposes

Deferred income taxes were based on depreciation provisions for federal income tax

purposes by the Tax Cuts and Jobs Act of 2017. Under these statues, state regulatory

commissions calculate provision for federal income taxes at book rates, and then allow the utility
to record the tax difference between book and federal and state depreciation as adjustments to

rate base. For the test year, deferred income taxes were estimated based on the recent recorded

accruals and forecasts of the new plant in the test year. Details of deferred taxes are shown in

Exhibits KWSC Water 7.10 -7.13 and KWSC Sewer 7.10 *7.13'



Docket No. 2018-0388
Exhibit KWSC 2, Schedule O

Statement of Increase
Witness: Stout

Statement Regarding Whether or Not the Increase Reflects and Passes Through to
Customers Only Increased Costs to the Applicant for the Services or Commodities

Furnished by It

Applicant's proposed increases does not reflect and pass through to customers only
increased costs to the applicant for the services or commodities furnished by it.



Kona Water Service Company, lnc. Consolidated Operations
Revenue Requirements & Rate of Return Summary

TestYear Ending December 31, 2019

(1) (2) (3)
Test Year

Proposed Rates
7 4\o/o

Docket No. 201 8-0388
Exhibit KWSC 3

Witness: Stout
2t28t2019

Change in Revenues

12.3o/o

Line
No.

1

2
3

I
I
10

11

12
13
14
15
16
17
18
19
20
21

Present
Rates

Additional
Amount

4 Residential
5 Non-Residential
6 Power Cost Charge

7 Total Operating Revenues

Labor Expenses
Fuel & Power
Chemicals
Materials & SupPlies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services
Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses
Customer Accounts ExPenses

TotalO&M ExPenses

$ 5,348,358 $ 660,216 $ 6,008,574

$

$

$

3,492,029
554,862

1,301,467

355,542
70,524

234,150

$ 3,847,571
$ 625,386
$ 1 ,535,617

$

$
$

$ 1 ,160,955
$ 1,537,335

$ 1 17,707
g 10,927

$ 3,506

$ 157,371

$ 15,243

$ 200,640
$ 36,645
$ 16,065

$ 105,250

$ 58,367
$ 24,151

$ '1 ,160,955
$ 1,537,335

$ 1 17,707

$ 10,927

$ 3,506

$ 157,371

$ 15,243

$ 200,640
$ 36,645

$ 16,065

$ 105,250

$ 58,367

$ 24,151

$
$

$
$

$
$
$
$
$
$
$

$
$
$

$

$

$

$
$

$

3,444,161

341,493
1,030,050

63,124

$ 4,878,828

$ 3,444,161

22 Taxes Other than lncome Taxes
23 Depreciation
24 Amoftization
25 lncome Taxes
26 Diff. due to changing factors
27 Total Operating ExPenses

28 Operating lncome

29 Average Rate Base

30 Return on Rate Base

$ 469,531 457.019 $ 926,550

$ 12,387,033 $

3.79o/o

$ 12,387 033

42,155

161,042
(0)

203,197

383,647
1,030,050

224,165
(0)

$ 5,082,024

7.48o/o

$

$

$

$

$
$

$
$

$



Line
No.

I
2

Kona Water Service Company, lnc. Water Operations
Average Rate Base

TestYear Ending December 31,2019

At
Dec. 3'l 2018

At
Dec. 31 2019

Docket No. 201 8-0388
Exhibit KWSC 4

Witness: Stout
2t2812019

AverageDescription

3 Plant ln Service
4 Accumulated Depreciation Reserve
5 Net Plant-in-Service

37,859,292
820 299

25,038,994 $ 25,308,900 $ 25,173,947

(s,272,747) (9,047,956) (9,160,351)
Deduct:
Net Contributions in Aid of Construction
Customer Advances
Customer Deposits
Accumulated Deferred Taxes: Federal

Accumulated Deferred Taxes: State

Unamortized Hawaii Capital Goods Excise Tax

Credit
Net Salvage Adjustment
True-up Adjustment
Makalei Committed CaPacitY

Other Committed CaPacity

subtotal

Add:
Working Capital

subtotal

21 Subtotal

22 Rate Base at ProPosed Rates

$
$

$

$

39,384,039
14,075,139

$ 38,621,666

s 13,447,719

$

o

7

I
I
10

11

$
$

$

$
$

$

$

$
$
$

$

$
$

$
$

$
$

$

$

$
$

(875,1e1)
(247,770)

(8e0,833)
(24e,836)

(883,012)
(248,803)

12 (454,197) (471,554) $ (462,876)

s Q32,871)
$ (1,640,057)

$ (364,848)

$ (81,10e1

$ (10,849,905) $ (10,660,180) $ (13,073,927)

13

14

15

16

17

18
19

20

$

$

287,014
287,014

287,014
287,014

287,014
287.014

$

$
$
$

$ 14,476,103 $ I +,S35,734

$ 12,387,033



Docket No. 2018-0388
Exhibit KWSC Water 3

Applicant's Property, Equipment, and Accumulated Depreciation
\À/ìtness: Stout

KWSC Water

Line
No.

Utilìty
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Property Description

1

2

3

4

Ã

o
7

I

o

10

11

12

13

14
15
to
17
'18

19

20
21

22
23
24
25
¿o
27
28
29
30
31
2)
JJ

34
35
36
JI
38
39
40

41

42
43
44
45
46
47

103110 Structures & lmprovement - Supply Plant
30"x94" Steel Doors
36"x94" Steel Doors
Emergency Shower-HR1, HR5, Makalei

103210 Structures & lmprovement - Pumping Plant
Lawn Building

103310 Structures & lmprovement - Treatment Plant
'1 .0 MG Water Fìltration Plant

103240 Pumping EquiPment
ABB 6" Electromagnetic Flowmeter
Auto transfer switch @ RO Plant
Check Valves for Wells
Engineering Labor
Field Labor
HR1 motor starter
HR-1 to 4 Pump
HR2 well power transformer
HR2 well pump
HR2 well starter
HR3 AB control module
HR3 well pump
HR3 Well Pump
HR-S Pump
Replace Pump Equipment
Engineering Labor
Field labor
Work Order Addition
Work Order Addition
Work Order Addition
Work Order Addition
Replace Check
Standby Pump, Motor, and Protector
Sub Column
Pump and Motor lnstallation
UME for well pump flow meter
HR3 SCADA for Generator
VFD drives @ booster pumPS

System Control Computer Equipment
Foxboro Pressure Trans Cal 0-300 in PSI

Foxboro Pressure Trans Cal 0-50 in H2O
Foxboro Pressure Trans Cal 0-58 in H2O

Foxboro Pressure Trans Cal 0-92 in H2O
SCADA HR Well5

$ 1,609 6t1t2012 $ 300

Total T----- 1.609 $ 300

s 2,647,464 1211512005 $ 633,303

Total 647,464 633,303

21,066
7,802
5.631

Total T------T4',4ee

9t17t2013 $
9t17 t2013 $
3t11t2015 $

2,633
975
500

$
$
$

$ 4,109

$2 $

5,443
2,618
3,390
1,660
2,832
o ool

507,019
23,786

102,438
11,342

1,657
117,190
91,569

506,1 36
189,989

1,676
1,676

19,334
14,119
11 ,588
81,931

1 15,038
163,470
63,466
73,230

75
781

3,476

Total $ 2]26,920:

4t1t2014 $
11t1t2016 $
3t1t2016 $
9t1t2010 $
9t1t2010 $

12t1t2016 $
6/30/2003 $
10t1t2014 $
5t1t2015 $

12t1t2013 $
12t1t2016 $
12t1t2016 $
10t1t2014 $

6/30/2003 $
9t1t2010 $
9t1t2010 $
9t1t2010 $
9t1t2010 $

9t1t2010 $
9t1t2010 $
9t1t2012 $
9t1t2010 $
9t1t2010 $
9t1t2010 $
9t1t2010 $

12t1t2011 g

5t1t2015 $
6t1t2017 $

510
76

155
304
519
271

507,019
1,932

10,043
1 ,158

45
4,668
7,440

506,1 36
34,83 1

307
307

3,545
2,588
2,124

10,936
21,090
29,969
1 1,635
13,425

12

417
51

_$_1J11,515_

$
$
$
$
$

$
$
$
$
$

$
$
$
$
$

$

$

$
$
$
a

$
$

$

$
$
$
$

9t1t2012
911t2012
9t1t2012
91112012

1t1t2006

$

$
$
$

$

10324',1

Page 1 of 7

3,053
4,580
3,053
1,527

647,485

407
611
407
204

647,485



Docket No. 2018-0388
Exhibit KWSC Water 3

Applìcant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Water

Line
No.

Utility
Account

Property Description Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

$

$
48
49

50

51

52
53
54
55
56
57
58
Ão

bU

61

SCADA HR Wells 1-4
SCADA Water Filtration Plant

Water Treatment PIant
6" check valve @ RO discharge
Chemical lnjection Pumps @ Makalei
Chlorine Analyzer
Degassing Station
Grundfos chemical injection PumP
Grundfos chemical injection PumP
Kukio RO Plant VFD
RO Membrane
RO Membranes

Transmission & Distribution Mains
CIAC Phase 1A

CIAC Phase 3 lncrement 1

CIAC Phase 3 lncrement 2

Flow Control Vault Lid

Sampling Station
Pressure Reducer (Outside the WFP)
Road R and Access Road to 312'
Road R and Access Road to 312'
Road R and Access Road to 312'

Ductile lron PiPe

CIAC - Distribution Water lines
HR 1 to 4 Transmission(16" Waterline)
HR-S to Transmission to 620' and PR Tanks
Transmission lines from the 620'down to the 312' 1MG

tank (5K' of 16" line)

SuPPIY Mains
HR5 12" butterfly valve

Hydrants
12 Fire Hydratns

Reservoirs & Tanks
312' .sMG Glass fused steel tank
312' 1MG Gìass fused steel tank
620 .sMG Glass fused steel tank
Anti climbs for Kona Water tanks A,B,C,#1

fieìd supervision

2,209,833
359,777
420,555
27,749

6,352
5,000

28,004
2,284

598,554

682, I 66
78,274
91,497
4,567

757
5,000

28,004
bJ/

175,904

129,504
146,947

Total $ 936,150

1,208
1,911
5,529

88,034
1,890
1,096
2,012

181 ,840
52,490

Total $ 336,009

Total $ 3,658,'108

2,553,915
770,629

3,693,579

466,290

11t1t2017 $
8t1t2017 $
3t1t2015 $

3t31t2005 $
11t1t2016 $
11 t1t2016 $
4t1t2014 $

12t1t2011 $
6t1t2014 $

1t1t2003
1t1t2007
1t1t2007
6t1t2011
6t1t2013
1t1t2006

10t3112004
12t3112003
3t3112003

$ 925,565

7

27
522

88,034
74
43

252
36,870

6,269

$ 132,096

$ 1,066,807

11112006

3t31t2003
129,504
146,947

$

$

62
OJ

64
65
66

103434

I 03320

1 03435

1 031 64

1 03480

$

$

$
$
$

$

$
$
$

$

$

$
$
$

$

$
$
$

$

$

$
$

$

$

$
$

$

$
$

$

$

$

$

$
$
$

$
$
$

$
ù

67
68
69
70
71

72

74
75
76

1t1t2005 $
6/30/2003 $
6t30t2003 $

6/30/2003 $

627,684
222,626

1,067,034

134,70677

78

79
80

81

B4

85
86

BB

89
90

Total $ Z, 484,413 $2, 052.050

$ 14,617

Total T----U¡614

730,957
1,038,092

732,112
6,200

61,699

12t1t2016 $

1t1t2006
3t31t2003
6/30/2003

41112012

3t1t2010

396

$ 396

82
83 $ 29,795 5t1t2014 $ 2,731

Total $ 29,795

173,935
305,333
211,673

1,224
8,946

103420

Page 2 of 7
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Applicant's Property, Equipment, and Accumulated Depreciation
Wìtness: Stout

KWSC Water

Line
No.

Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Property Description

$

$
$

$
$

91

92

VJ

94

95

96
97
9B

oo

Work Order Addition

Wells
HR3 4" Neptune water meter UME

Electronic EquiPmenUComPuters
Work Order Additìon
Color Copier

Transportation EquiPment
Tery X Mule
Toyota Tacoma
Toyota Tacoma
2 Engines
New med size DOT APProved Trailer
F450 - Flat bed truck

Laboratory EquiPment
Work Order Additìon
Work Order Addition

Stores EquiPment
40' Storage Container
Forklift. Yale 50LX

Tools, ShoP, Garage EquiPment
Fire Flow Test
Spill Contaìn.
Brush cutters
Demolition Hammer & Accessories
DR mower 20hp Pro tow behind
Portable meter
Work Order Addition
Work Order Addition
Water Data Logger
Water Main PSI Monitorìng
Weed sprayer 27gal

Total $ 2,575,847

$

Total $ 803

649
5,897

Total $ 6,546

15,742
39,247
31,692

6,071
4,920

56,542

Total $ 154,214

232
2,346

Total $ 2.577

12,335
15,898

Total s 28,232

866
1,393
1,208
1,646
3,351
1,244

33
1,540
3,073
3,539

494

803 11t1t2016 $

12t1t2010
1211t2010

$ 6,787 3t1t2010 $ 984

$ 702,094

23

649
5,897

$ 6,546

I 031 50

103721

1 03750

103740

1 03780

23

100
101

102
103
104
105
106

107

14,993
39,247
30,1 83

5,269
2,870

29,617

1 03730
ü
$
$
ö

$

$

5t1t2011 $
3t1t2010 $
5t1t2011 $

12t1t2011 $
12t1t2013 $
5t1t2014 $

$ 122.179

108
'109

110

$
$

$

$

$
$

12t112011
12t1t2011

6t1t2013 $
12t1t2016 $

12t1t2011 S

4t1t2012 $
11t1t2016 $
9t1t2013 $
4t1t2014 $
6t1t2013 $

9t1t2013 $
4t1t2012 $
6t1t2013 $
6t1t2013 $
4t1t2014 $

73
743

$ 816

1,414
431

$ 1,844

274
412

B6

370
674
316

I
456
794
885

99

112
113
114

111

115

116
117
118
119
120
121

122
123
124
125
126
127

$
$

$
$
$
$
$
$
$
$
$

128

Page 3 of 7
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Docket No. 2018-0388
Exhibit KWSC Water 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wìtness: Stout

KWSC Water

Line
No.

Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Property Description

129 HAWAII GENERAL OFFICE

130
131

132
133
134
135
136
137
138
l'ìo
140
141
142
143
144
145
146
147
148
149
150
151

152
153
154
155
156
157
158
159
160
161

162
loó
164
'165

166
167
168
169
170
171
172
173
174
175

790 Leasehold lmprovements
desks, conf table, chairs
2 Cubical Work Stations
Cherry Desk
Cherry Drawer
Cherry Credenza
Cherry Corner Unit
Regency Library
Chairs
Cherry Desk Shell 66'
24" x71" Credenza Shells
Cherry Keyboard Drawer
Executive Chair
Desk Pedestal F/F
Cherry Shelf Unit
Cherry Storage Hutch
Cherry Credenza 66"
Regency Desk
2 Drawer Lateral File

3, 42" 4 Drawer Lateral File Cabinets
Cherry Desk Pedestal B/B/F
Regency Lateral File
Fireproof safe for Customer Service office.

Ricoh Aficio MP C3001

790 Office Furniture
Automated Electronìc Defibrillators
License for Capture Now
Fujitsu Fi6140 scanner
Ricoh MP 4001SP CoPier w/Finisher
Monitors
Mitel EP Dig 6 Line Model 8560 Telephone
ELECTRONICS [681]
B-way video conferencing sYstem

Hewlett Packard laser Printer
Desktop-HIWKLCS40
Desktop-HIWKLCS39
Desktop-HIWKLCS3T
Desktop-HIWKLCS3B
Desktop-HIWKCLS36
Desktop-H IWKLCS4l
790 Server & Server room uPgrade
Hawaii Business Unit Software
RMS Software
phone system with I Phones
Miscellaneous Kitchen EquiPment

laptop for CS Mgr

$
$
$
ö

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$

$

$
$
$
$
$
$

16,865
3,060
5,650

855
71

509
404
284

2,037
429
793

71

391

468
308
487
J.JJ
709
988

2,868
513
567

2,386
3,044

631
7,161

237
1,666

10,686
1,207
8,102

744
37, 1 85

1,111
807
807
807
807
807
807

17,650
132,361
92,429
24,859

981
1,496

5t1t15 $
3t1t10 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t11 $
5t1t15 $
5t1t15 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t11 $

12t1t11 $
12t1t11 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
5t1t15 $

12t1t10 $
3t1t14 $
3t1t10 $

12t1t10 $
4t1t14 $

749
2,367
3,562

539
45

321
255
179

1,284
270
500

45
247
295
194
307
210
447
o¿ó

1,808
323
358

1,318
203

42
7,161

237
1,666

10,686
1,207
8,102

744
37,1 85

1 ,111
355
355
355
355
355
355

6,724
132,361

8,858
24,859

463
225

Total $176

Page 4 of 7
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Docket No.2018-0388
Exhibit KWSC Water 3

Applicant's Property, Equ¡pment, and Accumulated Depreciation
Wtness: Stout

KWSC Water

Line
No.

Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
1213112017

Property Description

177
178
179
180
181

182
183
184
185

186

187 BIG ISLAND

1BB

189
190
191

192
193
194
195
196
197
198
400

200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230

HAWAII GENERAL OFFICE ALLOCATIONS
700 - Kaanapali
701 - Pukalani
721 - Waikoloa Water
722 - Waikoloa Sewer
723 - Waikoloa Resort Water
724 -Waikoloa Resort Sewer
725 - Waikoloa Resort lrrigation

727 - ewer

84,174
26,623
49,713
38,813
51,423
70,422

56,533
17,880
33,389
26,067
34,537
47,297

1,943

$

$

$

$
$
$

21.73%
6.87%
12.83%
10.02%
13.27%
18.18%
0.75%

$

$

$

$
$
$
$893

$ 22,474

(2)Replacement Op Computer Statìons
Mobile office trailer
1996 Eagle Forklift
20' Container Shelving-BaseYard
20' Container Shelving-EMT
20' Container-Baseyard
20' Container-EMT
Storage Contr
Nissan Frontier
Nissan Titan
FORD XCAB
FORD XCAB
Ford F-150
Ford F-150
Ford F-150
FRONTIER
Ford Explorer
2014 Nissan Frontier. V214001
3 lpad for Hawaii lsland
Desk w Drawer
69"x43"x 18"
Diesel tank
GIS Software
Backflow Test Kit-Midwest 835
Big lsland SCADA 2012
Book Case
Motorola Hardware
Work Order Addition
Misc. Wiring & Cables
Work Order Addition
1 desktops
1 desktops
Desktop-HIWKLOC56
Desktop-H IWKLOCST
dryer @ baseyard
Exec Chair
Work Order Addition
Work Order Addition
Work Order Addition
EMT Laptop
Hand Helds
Desk Dock
Personnel Lift

747

1479

$
$

$

$

$
$

$

$
$

$

$

$
$

$

$
$

$

$
$
$

$

$

$
$

$

ü
$
$

$

$
$

$

$
$
$

$

$
$
a

$

$
$
$

2,081
23,867
22,871

931
455

10,373
5,312
3 187

27,030
35,679
26,901
26,395
30,500
30,500
30,500
25,350
37,497
35,122
2,542

959
1,31 1

725
7,621
1,202

495,319
298

4,401
2,144

544
747

1 133
1 ,133
1,572
'1,613

503
351

51

182
13,813
4,509

19,147
2,793
5,844

12t1t13 $
12t1t11 $
12t1t10 $
6t1t15 $
6t1t15 $
6t1t15 $
6t1t15 $

12t1t10 $
12t1t10 $
12t1t10 $
6t1t12 $
6t1t12 $
9t1t12 $
9t1t12 $
9t1t12 $

6t1t12 $
9t1t12 $
4t1t14 $
9t1t13 $

9t1t12 $
9t1t12 $

12t1t11 $

12t1t11 $
8t1t15 $

10t1t14 $
9t1t12 $
6t1t12 $

6t1t12 $
6t1t12 $
6t1t12 $
4t1t13 $
4t1t13 $

12t1t14 $
12t1t14 $
4t1t17 $
9t1t12 $
9t1t13 $
9t1t12 $
6t1t12 $
3t1t14 $

12t1t10 $
12t1t10 $
6t1t12 $

1,214
3,942
4,050

60
29

670
343

1,505
17 ,87 4
23,593
15,496
15,496
15,757
15,757
15,757
13,571
19,372
18,815

1,574
501

466
110

7,621
145

40,485
155

4,401
2,144

544

769
769
693
710

o

183
31

182
13,519
2,469

2,793
2.175

10.56%
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Exhibit KWSC Water 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Water

Line Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Property Description
No.

231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246
247
z4ó
249
250
251
252
aEa

254
255
256
257
258
259
260
261
262
¿o.5

264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280
281
282
283
284
285
¿óô

Software
Hardware
Gradall Iifting hook attachment
Forklift
HON chair
Hydro Jetter
lce Maker-Manìtowac lD-04524
lngersoll Needle/Chisel Scl

lnternal labor
Knoll task chair
1 laptops
1 laptops
Laptop, EMT-HIWKOCLT02
Lateral File
Work Order Addìtion
Work Order Addition
Work Order Addition
New lP phone system
New Hydraulic Hammer
Office Furnishings
Office furniture & equiP
Work Order Addition
Work Order Addition
Portable generator 3500w, EMT's
Power Quality Analyzer
Prìnter Cart
Projector-Dell 1610HD
Electrical Upgrade
Respirator supplied air sYstem

Richo Copier
Richo Fax Module
RICOH MPC3004-Engineeríng office

Rplc computer w/laptoP for Eng Mgr
SCADA ¡NET-ll 900 Dual GatewaY
SCADA upgrade 2013
SCADAPack 32

Scaffoldìng
Work Order Additlon
Tools & Equipment
Trailer, emergency comPressor
Trailer, emergency generator EG6500

Trailer, emergency 6'x1 2' w/ramP
Work Order Addition
V208214, Ford F-150
V208216, Chevy Silverad
V208217 , Chevy 3500
V208222, '08 TOY 4 RUNNER
Visitor Chair
Air Compressor, Portable
Septic Tank, Baseyard
Socket fusion kit, 20-63mm
Socket weldìng prep
Handheld Meter Readers
Portable Air Compressor
Jetting/Vacuum Truck/Pukalani
JettingA/acu um Truck/Pukalani

$ 2,995
8,824
2,427

27,625
oJo

5,941
4,536

773
21,402
13,806

1,165
1,165
1,631

525
1,447
4,571

16,749
19,704
9,847
6,706
4,134

47
90

518
8,416

75
626

8,770
4,239

10,588
1,045
8,282
1,478

22,377
64,775
10,539
4,771

15

994
426

2,073
7,800

58,793
6,817
9,017

29,139
32,269

169
21,139
15,054

662
1,587
8,673

21,139
328,447

6,577

9t1t12 $
9t1t12 $

12t1t14 $
12t1t10 $
2t1t14 $

12t1t10 $
9t1t16 $
9t1t13 $
7 t1t13 $
2t1t14 $
4t1t13 $
4t1t13 $

11t1t16 $
9t1t12 $

12t1t11 $
12t1t11 $
6t1t11 $
6t1t13 $

12t1t13 $
2t1t14 $
9t1t12 $
9t1t12 $
9t1t12 $

12t1t16 $
3t1t15 $
9t1t12 $

12t1t16 $
12t1t11 $
12t1t16 $
11t1t11 $
11t1t11 $
12t1t16 $
10t1t14 $
3t1t16 $
3t1t16 $
3t1t16 $
3t1t16 $

12t1t11 $
6t1t13 $
3t1t16 $
3t1t16 $
3t1t16 $
9t1t12 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t08 $
9t1t12 $
9t1t17 $
9t1t17 $

12t1t17 $
12t1t17 $

10t31t17 $
6t30t17 $
7t1t13 $
7t1t13 $

2,995
8,824

263
17,803

101
4,238

403
123

3,210
2,1 86

791
791
272
274
245
752

16,749
12,901
2,010
1,062
2,080

24
32
28

1,192
39
97

1,488
230

10,588
1,045
1,282

686
1,026
2,969

483
437

2

228
39

190
715

30,481
4,963
6,564

21,212
28,143

BB

470
376

7
J

145
1,057

51,092
1,023

$

$
$
$

$
$

$
$
$
$

$

$
$
$
$
$

$
Þ

$
$

$

$
Þ

$
$

$

$
$
$
$

$
$
$
$
$
$
ö
$
$

$
$
$
$

$

$
$
Þ
a

$
$
$
$
$
$
$
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Exhibit KWSC Water 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Water

Line
No.

Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Property Description

263 Total

BIG ISLAND ALLOCATIONS
721 - Waikoloa Water
722 -Waikoloa Sewer
723 - Waikoloa Resort Water
724 - Waikoloa Resort Sewer
725 - Waikoloa Resort lrrigation

$ 532,163

264
265
266
zot
268
269
270

271

97,566
74,051

10'1 ,836
135,173

5.418

$
$

$

$
$

329,834
250,340
344,270
456,969

18,315

18.33% $
13.92% $
19.14% $
25.40% $
1.02o/o $

Sewer 140,357 7.80%
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Exhibit KWSC Water 4
Present Rate Schedule

Witness: Stout

SECTION D.I

Water Service Rates

Meter Charse

Readv to Serve Charqe

Ouantitv Charse

Meter Size / Service

Monthly Charge
per Installed Meter
(First Phase 814115)

Monthly Charge
per Installed Meter
(second Phase214ll6)

5/8"
1"
1 t/2"

2"
J

+

Greater fhan 4"

$ 13,80

$ 26.40

s 46.20

$ 63.10
N/A
$ 166.40
N/A

$ 13.80
s 26.40

$ 46.20
$ 63.10
s 63.10

$ 166.40
s 166.40

Includes usage up to
10,000 gallons per month

Monthly Charge
per Installed Meter
(First Phase 814ll5)

Monthly Charge
per installed Meter

(Second Phase 214116)

Residential
Cottages
Business
Agriculture

$ 246.00
$ 184.40

$ 246.00
$

$ 3s6.40
s 267 .30

$ 3s6.40

Gallons per month Per meter Rate per Thousand Gallons
(First Phase 814ll5)

Rate per Thousand Gallons
(First Phase 214/16)

0 * 10,000 gallons

10,001 -29,999 gallons

30,000 - 74,999 gallons

75,000 and over

$0
$ 3.3688
s 6.2063
$ 9.0438

$0
$ 3.3688
$ 6.2063
$ 9.0438



KONA WATER SERVICE COMPANY, [NC.
A subsidiary of Hawaii Water Service Company,lnc
Kukio, Hawaii

Docket No.2018-0388
Exhibit KWSC Water 4

r"'.!?l'Tlfflf;;:13t5
Second Revised Sheet No. 52

Cancels First Revised Sheet No. 52

Bulk Interruptible Rate*

Bulk Interruptible Rate

52.3069 per thousand gallons of untreated water

* Pursuant to Decision and Order'No .21836 frled on ì;Ilay 25,2005 in Docket No. 04-0137, untreated, non-

potable water is available from the Company at the above bulk rate on an interuptible basis in an "as is/where

is" condition without any warranties of fitness or water quality, subject to Company's rights to use said water

for its potable needs. A customer shall, at its sole cost and expense, be responsible for transporting, and for

obtaining all governmental approvals and access rights needed to transport, the non-potable water from the

bypass located prior to the RO demineralizer facility on the Company water system to the customer's propeÚy'

The customer shall also be responsible for cornplying with all applicable provisions in the Rules and

Regulations. The customer shall submit construction plans for its water system facilities (including the meter)

for review and approval by the Company prior to the commencement of any such construction. The

Cornpany's approval or disapproval ofsaid construction plans shall not be considered any representation of,

and shall not make the Company responsible for, the safety, merchantability, functionality or soundness of said

facilities or their compliance with govemmental codes or other laws, rules, regulations or requirements. The

customer will be solely responsible, at its own risk and expense, for maintaining, repairing and keeping in

good and safe condition the customer's water system facilities (minus the meter and the service connection).

POWER COST CHARGE

In addition to the monthly stand-by charge and monthly quantity charge, there shall be a

Power Cost Charge per 1,000 gallons of metered water usage per month. The amount of the

Power Cost Charge shall be calculated as follows:

Actual cost per kWh x (1 S,71 kWh/thousand gallons) x I .06385 (Public service company

tax and PUC fee)

Issued: August 4,2015
By: Paul Townsley, Vice President - Regulatory

Effective: August 4, 2015



KONA WATER SERVICE COMPANY, INC.
A subsidiary of Hawaii Water Service Company, Inc.

Kukio, Hawaii
SECTION D-1

Water Service Rates

Meter Charge

Ready to Serve Charge

Quantitv Charge

Docket No.2018-0388
Exhibit KWSC Water 5

Proposed Rate Schedule

Tariff N#Tess:stout
Third Revised Sheet No. 51

Cancels Second Sheet No. 5l

Meter Size
/ Service

Monthly Charge
per Installed Meter

518"

314"
7"

7 t/r"

2"
J

4"
6"
8"

$ 1s.57

$ ls.s7
s 29.8s
s s2.34
s 71 .39

sl42.79
s237.91
$47s,98
$8s6.74

Includes usage up to
10,000 gallons per month

Monthly Charge
per Installed Meter

Residential
Cottages
Business

$ 386.76
s 290.07
$ 386.76

Gallons per month per meter Rate per Thousand Gallons

0 * 10,000 gallons
10,001 *29,999 gallons

30,000 - 74,999 gallons

75,000 and over

$ 0.0000
$ 3.65s8
s 6.7349
$ 9.8141

Issued:

By: Paul Townsley, Vice President - Regulatory
Effective:



KONA WATER SERVICE COMPANY, INC.
A subsidiary of Hawaii Water Service Company, Inc

Kukio, Hawaii
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Proposed Rate Schedule

Tariff N#Tess:stout
Third Revised Sheet No. 52

Cancels Second Revised Sheet No. 52

Bulk Interruptible Rate+

Bulk Interruptible Rate

$2.5034 per thousand gallons of untreated water

* Pursuantto Decision and OrderNo.2l836 filed on May 25,2005 in DocketNo.04-0137, untreated, non-

potable water is available flom the Company at the above bulk rate on an interruptible basis in an "as is/where

is" condition without any warranties of fitness or water quality, subject to Company's rights to use said water

for its potable needs. A customer shall, at its sole cost and expense, be responsible for transporting, and for

obtaining all governmental approvals and access rights needed to transpoft, the non-potable water ffom the

bypass located prior to the RO demineralizer facility on the Company water system to the customer's property.

The customer shall also be responsible for complying with all applicable provisions in the Rules and

Regulations. The custorner shall submit construction plans for its water system facilities (including the meter)

for review and approval by the Company prior to the commencement of any such construction. The

Company's approval or disapproval ofsaid construction plans shall not be considered any representation of,

and shall not make the Company responsible for, the safety, merchantability, functionality or soundness of said

facilities or their compliance with govemmental codes or other laws, rules, regulations or requirements. The

customer will be solely responsible, at its own risk and expense, for maintaining, repairing and keeping in

good and safe condition the customer's water system facilities (rninus the meter and the service connection).

POWER COST CHARGE

In addition to the monthly stand-by charge and monthly quantity charge, there shall be a

Power Cost Charge per 1,000 gallons of metered water usage per month. The amount of the

Power Cost Charge shall be calculated as follows:

Acrual cost per kWh x (22.4602 kWh/thousand gallons) x 1.06385 (Public service

company tax and PUC fee)

Issued:
By: Paul Townsley, Vice President - Regulatory

Effective



KONA WATER SERVICE COMPANY, INC.
A subsidiary of Hawaii Water Service Company, Inc'
Kukio, Hawaii

Docket No. 2018-0388
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Proposed Rate Schedule

Tariff N#Tess:stout
Third Revised Sheet No. 53

Cancels Second Revised SheetNo, 53

SECTION D-2

Sewer Service Rates

GENERAL USE RATES

Stand-Bv Charpes:

Applicability Monthly Charge

Residential- per dwelling unit
per month

Commercial - per connection Per
month

s 528.72

s s28.72

Ouantitv Ch Ãrçe2

In addition to the stand-by charge, a customer shall pay a monthly sewer charge per 1,000

gallons of metered domestic water consumption as shown in the following table.

A licabili Rate per thousand gallons

Residential - up to 7,000 gallons of metered domestic water
consumption

Business with water meter up to 1" - up to 7,000 gallons of
metered domestic water consumption

Business with water meter greater than 1" - 40% of metered

domestic water consumPtion

$23.8461

$23.8461

$23.8461

POWER COST CHARGE

In addition to the monthly stand-by charge and monthly quantity charge, there shall be a

Power Cost Charge per 1,000 gallons of metered water usage per month up to 7,000 gallons per

month for residential customers and for business oustomers with meters up to 1" and 40o/o of the

metered water consumption for business customers with meters greater than 1". The amount of
the Power Cost Charge shall be calculated as follows:

Previous Month's ElectricitY Cost

Divided by Previous Month's Total Metered TG of Water

Times L06385 (Public service company tax and PUC fee)

TG : Thousand Gallons of metered domestic water consumption

Issued:
By: Paul Townsley, Vice President - Regulatory

Effective



Kona Water Service Company, lnc. Water Operations
Revenue Requirements & Rate of Return Summary

Test Year Ending December 31,2019

(1) (2) (3)
Test Year

Proposed Rates
7.48o/o

Docket No. 2018-0388
Exhibit KWSC Water 6

Witness: Stout
212812019

Change in Revenues

12.8o/o

Line
No.

1

2
3

8
I
10
11

12
13
14
15
16
17
18
19
20
21

Present
Rates

Additional
Amount

4 Residential
5 Non-Residential
6 Power Cost Charge

7 Total Operating Revenues

Labor Expenses
Fuel & Power
Chemicals
Materials & Supplies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services
Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses
Customer Accounts ExPenses

Total O&M Expenses

$
$
$

$
$

$

2,038,879
321,750

1,168,199

176,593
41,817

234,150

$ 2,215,472
$ 363,567
$ 1,402,348

3,981,387

254,212
476,258

139,645

$ 3,401 ,1 38

$ 580,249

$

$

$

$

$
$

$
$

$

$
$

$

$

$ 3,528,828

675,146
1,402,846

114,012
'1,961

101,687
9,025

92,007
23,333
10,352
52,750
33,343
14,564

$ 452,560

$-
$

$
$-
$
$
$-
$

$
$

$
$
$-

$ 675,146
$ 1,402,846

$ I 14,012
$ 1,961

$
$ 10'1,687

$ 9,025
$ 92,007
$ 23,333
$ 10,352

$ 52,750

$ 33,343
$ 14,564

$ 2,531,024

$
$
$

$

$

$

$

$

$

$

2,531,024

225,316
476,258

29,255

28,896

1 10,390
(0)

$

$22 Taxes Other than lncome Taxes
23 Depreciation
24 Amortization
25 lncome Taxes
26 Diff. due to changing factors
27 Total Operating ExPenses

28 operating lncome

29 Average Rate Base

30 Return on Rate Base

$
$

$

$

3,261,853

266.975

$ 139,286

$ 313,274

$-$7, 757,346 $7, 757,346

3.44o/o 7A8%



Line
No.

1

2
a

4
Ã

o

7
o

o

Gross Revenue Factor
Additional Revenue
Less:

Bad Debts
PSCT
PUC Fee
Franchise

Subject to lncome Tax
Less:

State lncome Tax
Federal lncome Tax

Remaining for Net lncome

Expense for each $1 of Revenue

Revenue Factor

Kona Water Service Company, lnc. Water Operations
Revenue Requirements SuPPort

Test Year Ending December 31, 2019

0.000000
0.058850
0.005000
0.000000

0.050560
0.210000

0.260560

1.000000

0 063850

0.936150

0.243923

0.692227

0.307773

Docket No,2018-0388
Exhibit KWSC Water 6.1

Witness: Stout
2t2812019

0 06385

0.047331
0.1 96592

7.48%
580,249
313,274

452,560
0

28896
1 1 0390

10
11

12

IJ

14

'1 5 Factor for Moving Rate Base

16

tt
18

(1-Bad Debt%-Revenue Taxes-lncome tax on Addl. Revenue)

1.44461

19 Additional Revenue Requirements

20 Proposed rate of return

21 Multiply rate base @ present rates by the above proposed ROR

22 Subtract the net income @ present rates from the above net income

23 Divide the above difference by the moving rate base factor to

24determinetheadditionalrevenuerequirements@theproposedRoR
25 Multìply the add'l revenues by the bad debt factor

26 Multiply the add'l revenues by the revenue tax factor

27 Multìply the add'l revenues by the ìnc tax on add'l revenue

28
29
JU

31

32

Total Expenses at ProPosed Rates

Subtract total expense from total revenues @ proposed rates

Subtract Nl before WC change from Nl after WC change

Divide change ln Nl by desired rate of return

Calculate change in rate base
Test - Dìvide Nl bY rate base

3,401 ,1 38
580,249

0.0
0.0

7,757,346
7.480k

0.6922270465
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2t28t2019

Line
No.

1

2

Kona Water Service Company, lnc. Water Operations
Average Rate Base

Test Year Ending December 31,2019

At At

Description

3 Plant ln Service
4 Accumulated Depreciation Reserve
5 Net Plant-in-Service $ 13,771,932 $ 14,344,722 $ 14,058,327

(3,e82,952) (s,8e3,6e2) (3,938,322)

Dec. 31 2018 Dec. 31 2019 Averaoe

$
$

$

$

21,219,001
7,447,069

22,357,308
8,012,586

$ 21,788,154
$ 7,729,828

6

7

I
u

10

11

Deduct:
Net Contributions in Aid of Construction
Customer Advances
Customer Deposits
Accumulated Deferred Taxes: Federal

Accumulated Deferred Taxes: State
Unamortized Hawaii Capital Goods Excise Tax

Credit
Net Salvage Adjustment
True-up Adjustment
Makalei Committed CaPacitY

Other Committed CaPacitY

subtotal

Add:
Working Capital

subtotal

21 Subtotal

22 Rate Base at ProPosed Rates

(278,1 63) (295,947)

$ (4,982,671) $ (4,968,904)

210,919 $ 210,919
210 919 210 919

$ 9,000,180 $ 9,586,737

$

$

$

$
$

$
$

$

$

$

$

$
$

$

$

$
$

$

$

$

$

12

(562,321)
(15e,235)

(607,306)
(171,e58)

(584,814)
(165,5e6)

210,919
2'10,919

$ (287,055)

$ (123,445)

$ (e66,710)

$ (364,848)

$ (81 ,10e)
$ (6,51 1,900)

13

14

t5

16

17

18
19

20

$
$

$

$

$ 7,757,346



$

2

4
5

$

$
$

$

ü

$

Line
No.
1 Rate Base @ Dec, 31, 201 I

Description

Plant ln Serv¡ce
Accumulated Depreciation Reserve
Net Plant-in-Service

6 Deduct:
7 Net Contributions in Aid of Construction
I Customer Advances
9 Customer Deposits
10 Accumulated Deferred Taxes: Federal

11 Accumulated Deferred Taxes: State
Unamortized Hawaii CaPital Goods

12 Excise Tax Credit
'1 3 subtotal

14 Add:
15 Working Capital
16 subtotal

17 Rate Base @ Dec.31.2019

DescriPtion
1B

19 Plant ln Service
20 Accumulated Depreciation Reserve
21 NetPlant-ìn-Service

22 Deduct:
23 Net Contributions in Aid of Construction
24 Customer Advances
25 Customer DePosits
26 Accumulated Deferred Taxes: Federal

27 Accumulated Deferred Taxes: State
Unamortized Hawaii CaPital Goods

28 Excise Tax Credit
29 subtotal

Kona Water Service Company, lnc. Water Operations
Rate Base Support

Test Year Endìng December 31, 2019

Kona Water Service
Company, lnc. Water

Operaiions
Adjustments

$ 21,219,001
7 447 069

13,771,932

(3,982,e52)

(562,321)
(159,235)

(278, 1 63)

(4,982,671) $

210,919
210,919

Docket No.2018-0388
Exhibit KWSC Water 7.1

Witness: Stout
2t28t2019

$ 21.219.001
7 447 ubv

13,771,932

(3,982,952)

(562,321)
(1 59,235)

(278,163)

$ (4,982,671)

210,919
210,919

22,357,308
8,012,586

$ 14,344,722

(3,893,692)

(607,306)
(171,e58)

(295,947)

$ (4,968,904)

210,919
210,919

$

$

$

s

$
$

$

$

$

$

$

$

$
$

ü

$
$

$
ü

$

$
$

ù

$

$
$

ö
$

a

Kona Water Service
Company, lnc. Water Adjustments

o S

22,357,308
8.012,586

$ 14,344,722

(3,893,692)

(607,306)
(171,958)

(29s,947)

$

$

$
$

$

$

$

$

$

$

$

$

$

$
$
$

$
$

$

$$ (4,968,904)

210,919
210,919

Add:
Working Capital

subtotal

30
31

ó¿
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Kona Water Service Company, lnc. Water Operations
Working Cash

Test Year Ending December 31,2019

Docket No. 2018-0388
Exhibit KWSC Water 7.15

Witness: Stout
212812019

675,146
1,402,846

114,012
1,961

Line
No.

1

2
3

4
5

6
7

I
o

10

11

12
'13

Labor Expenses
Fuel & Power
Chemicals
Materials & Supplies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services
Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory ExPenses
General & Administrative Expenses

Customer Accounts ExPenses

14 subtotal

15 Working Cash factor

16 Working Cash

$
$

$

$
$
$
$
$

$
$

$

$

$

$

101,687
9,025

92,007
23,333
10,352
52,750
33,343
14,564

2,531,024

12

$ 210,919



Line
No.

1

Kona Water Service Company, lnc, Water Operations
Histor¡cal Summary

Test Year Ending Decembet 31, 2019

2014 2015 2016

Docket No. 201 8-0388
Exhibit KWSC Water 8

Witness: Stout
212812019

Test Year Test Year

Present Rates Proposed Rates
Jan 1,2019to Jan 1,2019to2017 201 I

2
3

4
5

ô
7
I
I
10

Dec. 31 2019 Dec.31 2019

Revenues
Water
Residential

Sìngle-family
Fixed revenue
lVìetered Revenue
Power Cost Charge

subtotal

g 34,722 $

$ 1,233,037 $

7,564 $
226,562 ç
156 't2

7.873

$ 62,536 $
$ 1,826,197 $

50

2,074
22,147

46,803
1,456,330

63,006
946,297

$

$
$

$

$

65,742 g

708,497 $

16,212
239,540
128

1,760
54,883

64,673
1,974,206

20,704

73,1 05
2,142,366

35,'150
305.950

55

22,467
500

11

12
IJ
14
15
l6

Non-Residential
l\4ulti-Family

Fixed revenue
Metered Revenue
Power Cost Charge

subtotal

Business
F¡xed revenue
Metered Revenue
Power Cost Charge

subtotal

Other Revenue
Pr¡vate Fire Protection
l\4iscellaneous Service
Other
Unbilled Revenue Adjustment

IJ VJJ

2,318,272 g 2,436,494 2,

974 062

10,293 $ 14,125 g

230,918 $ 304,366 $
452 141 157

$ 367,663

459

$ 2,805,327 $ 3,028,337 $ 3,403,254
JO

13,1'17 $
273,574 g

$
$
$

19,1 11 $
281,935 $

175

$

$

$
$

384,072$ 430,221 $ 490

17
'18

19

20
21

22
23

24
25
26

$
$

$
$

$
$
$

$
$
$

$
$

$
$27,727 15,61 5 25,182 28,620

to 59 108 728

$ 42,918 290 $ 102,348 $ 70,269

$$
$$
s 4,170 $

$ (1 00,205) $

-$
921 $

(4,1ee) $

$

$
$
$

$
$
$
$

1 ,981
32,042

$
$
$
s

$
s
$
$

27 TOTAL REVENUES

28 Expenses
29 Labor Expenses
30 Fuel & Power
31 Chemicals
32 lvìaterials & SupPlies
33 Waste/Sludge Disposal
34 Affil¡ated Charges
35 Professlonal and Outside Services
36 Repairs & Maintenace
37 Rental Expenses
38 lnsurance Expenses
39 Regulatory Expenses
40 General & Admin¡strative Expenses

41 CustomerAccountsExpenses
42 Taxes Other than Income Taxes
43 Depreciation
44 Amortization
45 lncome Taxes

TOTAL EXPENSES

$

$

$
$

$
$
$
$
$
$
$
$
$
s
$
$

243,872
1,662,173

93,939
390

430,833
1,439,475

114,218

112,171
1 6,354

280,898
24,760

3,421
6ô,568
34,386
4,414

1 99,313
JCt,/ rv

550,935
'1 ,380,455

1 03,848
174

85,529
5,506

76,799
'18,516

4,590
39,221
24,832
13,658

234,767
279.157

6'17,866
1,42ô,936

123,394
2,382

107,810
12,724

120,515
15,549

'1 ,360
35,720
30,976
12,436

251,566
259,079

592,561
1,389,492

97,487
3,072

675,146
1,402,846

114,012
1,9ô'1

101 ,687
9,025

92,007
23,333
1 0,352
52,750
33,343
14,564

225,316
476,258

675,146
1,402,846

114,012
1,961

101 ,687
9,025

92,007
23,333
1 0,352
52,750
33,343
14,564

254,212
476,258

101,562
75,706

423,057
21,050
2,963

1 18,536
7,539

64,605
19,354

1,902
38,301
39,547
15,442

251,566
259,079

(36,010)
4,278

1 69,538
331 ,466

$
ê

$
$
$

$
$
$

$
$
$

$
$
$

$
$
$

40

47

186.ô'10 081 114 620 29.255 39 645

s 3.094.38s $ 3.058.523 s3.004,598 $ 3,197 .394 S 3.013.103 $ 3,2ô1,853 $ 3 401 138

$ ô1$

NET TNCOME/(LOSS) $ (474.138) $ (214.726\ S 392.360 $ 421.301$335.287$266,975 $ 580.249



No.

Kona Water Serv¡ce Company, lnc. Water Operations
Revenue Summary

Tesl Year Ending December 31 , 201 I

2014 2015 2016

Test Year
Present Rales
Jan1,2019to
Dec 31 2019

Docket No. 201 8-0388
Exhibit KWSC Water 8.1

W¡tness: Stoul
2t28t2019

Test Year
Proposed Rates
Jan 1,2019to

Line

I

I
10

11

't2

13

14

2017 2018
Dec. 31 20 19

$
b
$

1

2
3

4

6
7

Water
Residential

S¡nglejamily customers
Fixed revenue
Metered Revenue
Power Cost Charge

34,722 S

1,233,037 $

1 ,050,513 $

62,536 $
1,826,197 $

974,062 $

46,803 $
1,456,330 $

933,361 $

63,006 $

,946,297 $
,072,138 $

65,742 $
1,708,497 $
'1,031,088 $

64,673 $
1,974,206 $

989,459 $

73,1 05
2,142,366
1 .187 .782

suþtotal

Non-Residential
Bu sin ess

Fixed revenue
l\4etered Revenue
Power Cost Charge

subtolal

lrrìgat¡on
Fìxed revenue
Metered Revenue
Power Cost Charge

subtotal

Other Revenue
Private Fire Protection
Miscellaneous Seruice
Other
Unbilled Revenue Ad.iustment

TOTAL

$
$

$

7,564 $
226,562 $
156,012 $

7,873

7

-$
4,170 $

(100,205) $

'10,293 $
230,918 $
126,452 $

27,727
1 5.1 91

16,212 $
239,540 $
1 28,320 $

28,620
73,728

1 .760

'19,1 1 1 $
281,935 $
1 29,1 75 $

35,1 50
305,950
1 55,066

22,467
59,500

14,125 g 13,1 17 $
304,366 $ 273,574 S

141,157 $ 132,250 $

15,615
34,679

25,182
59.1 08

!o
17
18

$
$

$

$
$

$

$

$

$

$
$

$

$
$

$

$
$

$

$

$

$

$
Þ

$
$

20,704
49,565

81
19

20
21

24

25

$
$

$

$

$
$

$

$

$
$

$

$

$
$

921
(4,19e) $

2,O74
22,',|47

1,98'l
32,042 54,883

3

1Jþ/ 41

94

339582



Line
No.
1 Usage / Volumetric measurements

Kona Water Service Company, lnc. Water Operations
Sales and Product¡on

Test Year Ending December 31 , 201 I

2014 2015 2016 2017

Docket No.2018-0388
Exhibit KWSC Water 8.2

Witness: Stout
212812019

Test Year
Present Proposed2018

2
'ì
4
5

t)

7

8
o

10
11

12
l3
14
15

16

17
1B

19

20
21

22
23
24
25

Water
Consumption [TG]

S¡ngle Family
Metered Sales (0 - 10,000)
Metered Sales (10,001 - 29,999)
Metered Sales (30,000 - 74,999)
Metered Sales (75,000 and over)

Business
Metered Sales (0 - 10,000)
Metered Sales (10,001 - 29,999)
Metered Sales (30,000 - 74,999)
Metered Sales (75,000 and over)

lrrigation
Total Metered Sales

Production [TG]
HR1
HR2
HR3
HR4
HR5
RO Concentrate
Makalei
Committed CaPacitY
Total Production

Rates Rates

22,420
40,589
64,969
52,O47

21,056
37,825
59,257
67,290

20,105
35,966
59,221
71.374

'19,392

34,206
54,773
73,61 3

22,036
38,232
58,6r4
49,944

20,511
36, I 35

57,536
64,977

20,511
36,1 35
57,536
64,977

1,925 1,845 1,677 1,421 1,746 1,615 1 ,615

2,530 2,728 2,419 2,206 2,898 2,508 2,508

3,859 3,927 4,033 3,682 4,926 4,214 4,214

17,833 16,580 18,924 14,906 1 1 ,330 1 5,053 1 5'053

1,874 5,847 5,4ee 11,425 19,999 _.8,929 . 8,929

@ 2ts,zta 21s,624 199,726 211,523 211,523

45,894 6,150 13,797 0 0 4,599 4'599

78,665 220.978 135,590 147,250 183,454 155,431 155'431

109,121 o 177,273 205,388 134,511 172,391 172'391

163,669 222,207 154,953 56,239 103,125 104,772 104,772

58,100 13,336 8,271 89,734 2,870 33,625 33'625

-172,492 -179,733 -189,023 -203,623 '175,978 -189,541 -189'541

-34,260 -29,431 -29,392 -21,058 -21,272 -23,907 -23'907

-2,666 -2,277 -2,480 -2,ç+1 -:2,!_B-_e -:2,92^! -:2:'9_?_7-

@ip n1,2al 2u,221 254,833 254'833
'



Line
No.

1

Kona Water Service Company, lnc, Water Operations
Meter Count

Test Year Ending December 31 , 201 I

2014 2015 2016

Docket No.2018-0388
Exhibit KWSC Water 8.3

Witness: Carrasco
212812019

Test Year
Present Proposed
Rates Rates

Customer Count

Water
Residential

Single-family
5/8"
314"

Subtotaì Single-family

Non-Residential
Business

5/8"

Subtotaì Business

lrrigation
5/8"

Subtotal lrr¡gation

Total lVleters

Ready to Serve (RTS) Count
Residential
Cottage
Business

2017 2018

2

3

4

5

o

7

8
o

10

11

12

tc

1"

1 .5"

2"

ó

4"

o

0

74

0

132
0

14

0

0

0

0

t5
0

1

12

0

0

0

0

1

0

8

7

5

1

2

1

1

1

0

I
7

1

2

1

1

1

0

B

7

1

2

I

1

1

0

ó

7

1

2

I

1

4

0

I
5

5

0

2

0

0

0

9

5

0

2

0

0

211

5

0

10

Ã

0

2

0

0

1"

I ,5"

2"

3"

4"

o

8"

26

4

0

0

0

0

0

0

0

0

4

0

0

0

0

0

0

0

0

26

4

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

4

0

0

0

0

0

0

0

0

2

0

0

0

0

0

0

0

0

1

0

0

0

0

0

0

0

0

tó

129

0

0

0

0

0

0

132
0

tc
0

0

0

0

74

0

IJ¿

0

14

0

0

0

0

0

132

0

tó

0

0

0

0

74

0

132
0

14

0

0

0

0

14

16

17

18

19

20

21

)2

24

a7

28

29

30

JI

JZ

JJ
34

JC

JO

âo

215 217 217 220 220 220

26 25 zo 26

314"

I

1 .5"

2"

4"
o

8"

2 4 4 44

zóY 243 246 246 250 250 250

39

40

41

42

'180

JI

184

JI

26

186

JI
)A

189

JI

26

189

JI

tô

189

JI

26

t00

31

25

43 Total RTS Count ¿5ó 241 242 243 246 246 246
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lnflation Year

Kona Water Service Company, lnc. Water Operations
lnflation Factors

Test Year Ending December 31, 2019

NotesPercentage
2014->2015
2015->2016
2016->2017

2017->2018

2018->2019

1.01o/o 1.01
1.97% 1.02
2.54% 1.03

2.27% 1.02

2.84% 1.03

(based on Department of Business,
Economic Development and Tourism
Forecast)
(based on Department of Business,
Economic Development and Tourism
Forecast)

References:

2014 -2017 dala source
https://data.bls.gov/pdq/SurveyOutputServlet?data-tool=d ropmap&series-id=CUURS49FSA0,CUUSS

49FSAO
ZO1 I - 20 1 g data sou rce : http:i/dbedt. hawaii. gov/econom ic/qser/outlook-economy/
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Kona Water Service Company, lnc, Water Operations
Four Factor Allocations

Test Year Endìng Decembet 31, 2019

Line
No.

1

2

4
Ã

b

7

I

Allocat¡ons from Big lsland (Dept 720)
Waikoloa Water (721)
Waìkoloa Sewer (722)
Waikoloa Resort Water (723)

Waikoloa Resort Sewer (724)

Waikoloa Resort lrrigation (725)

Kona Water (726)

Kona Sewer (727)

Allocations from Hawaii General Office (790)

Ka'anapal¡ (700)

Pukalani (701 )

Waikoloa Water (721)

Waikoloa Sewer (722)
Waikoloa Resort Water (723)

Waikoloa Resort Sewer (724)
Waikoloa Resort lrr¡gation (725)

Kona Water (726)

Kona Sewer (727)

2012 - 20',15

19.17%
15.14%
20.81%
21.51o/o

O.94o/o

14.09o/o

8.34%
I 00.00%

23.67%
6.73%

13.06%
10.46%
1443%
14.78%
0.68%

10.15%
6.04%

'100.00%

2016
19.1 1o/o

1435%
18.66%
24.73o/o

0.93%
12.59%
L62o/o

1 00.00%

21.51%
6.69%

13.460/o

10.37%
13.03%
17.74%
0.69%
9.36%
7.14%

1 00.00%

2017
18.33%
13.92Vo

19.140k
25.40%

1 .02o/o

14.39o/o

7 .8Oo/o

100,00%

21.73%
6.87%

12.83%
10.02o/o

13.27o/o

18.18o/o

0.7 5o/o

1 0.56%
5.80o/o

100.00%

2018
19.10%
14.48%
19.25o/o

23.59o/o

0.99%
14.64%
7.94%

1 00.00%

21.67o/o

7.81o/o

13.25o/o

10.34o/o

13.13%
16.60%

O.7 1o/o

10.63%
5,86%

1 00.00%

201 9

19.1Oo/o

14.48%
19.25%
23.59o/o

0.99%
14.64%
7.94%

100,00%

21.67o/0

7 .81o/o

13.25%
10.34%
13.13o/o

16.60%
0.71%

10.63%
5.86%

100.00%

o

10

11

12

IJ

14
4E

to
17

18
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Kona Water Service Company, lnc. Water Operations
Labor Expense

Test Year Ending December 31, 2019

2

Line
No.

1

7
I
o

10
11

2014 2015 2016 2017 2018

Test Year
Jan 1, 2019 to
Dec. 31 .2019

221 4 312 111 360 483

132,552 $ 221 ,014 312,111 $ 360,483 350,664 $ 392,877

3 Expenses
4 Payroll:
5 Operating Labor
6 Total Payroll

$ 7

Employee Benefits
Health Care Benefits (Medical and Dental)

Workers Compensation
Pension
Total Employee Benefits

Payroll Taxes
FICA
FUTA
SUTA

Total payroll taxes

$

$

$ 74,138 $
g 4,062 $

$ 131,760 $ 109,782

$ 10,095 $ 4,529
747

3,737

20,225 $
173 $

124,429
14,378

$

$

$

120,872
11,118

746

441

$

144 10 026 179

$ 188,226 ,986 S 236,444
104 149 11

460 $ 248,

22,806 $

314 $

316 $

12
13
14
15
'16

$

$

$

19,301
167
125

17,376 $

154 $
308 $

20,595
164
180

31,834
259

$

$

$

$

$ 22,692 $ 21,593 $ 17 $ 20,939 $ $33



Line
No,

1

Kona Water Service Company, lnc, Water Operations
Fuel & Power

Test Year Ending December 31, 2019

2014 2015 2016

Docket No.2018-0388
Exhibit KWSC Water 8.7

Witness: Carrasco
2t28t2019

Test Year
Jan 1.2019 to

2017 20182 Dec.3'1 2019

3 Expenses [$]

4
5

b

Kukio Water Filtration
Mamalahoa HY #P296

less Amounts Billed Back to
Makalei

Kukio Water Filtration
Mamalahoa HY #P296

less Amounts Billed Back to
Makalei

$ 32,848 $

$ 1,760,849 $

$ (131,523) $

26,600 $
1,508,442 $

(e5,s67) $

26,957 $

1,438,074 $

(84,576) $

28,905 $
1,459,584 $

(61,5s3) $

29,185 $

1,419,728 $

(5e,421) $

25,702
1,445,612

(68 965)

7 subtotal

B Fuel for Power Production

9 Total Expense

10 Units of consumPtion [kWh]

$ 1 ,662,1 73

$ 1,167

$ 1,439,475 $

e$

81,693
4,985,100

-314,176

1,380,455

656$

$ 1,426,936 $ '1 ,389,492 $ 1,402,348

$ 836$ $ 497

11

12

13

82,104
4,683,600

-35'1,295

93,669
5,533,200

-322,278

93,974
5,272,200

-223,186

90,251
4,824,900

-200.206

92,631
5,210,100

-248,557

14 subtotal

1s Un¡t Cost [$ / kwh] $

4,414,409

0.3765 $

4,752,617

0.3029 $

5,304,591

0.2602 $

5,142,988

0.2775 $

4,714,945

0.2947 $

5,054,1 75

0.2775

426 936 11173
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Kona Water Service Company, lnc. Water Operations
Power Cost Charge

Test Year Ending December 31, 2019

a o11

3 Total

Line
No.

o

10
tt
12

13

$

$

TY Expense [$]

1,402,348
1,402,348

6.385%
1 8.71 00
5.1 91 3

1 ,1 68,1 99

6.385%
22.4602
6.2319

1,402,348

TY Power
Consumed [kwh]

5,054,1 75
5,054,175

3 Year Avg
Production [TG]

Pumo
-'--. "r Electricitv Unit

ü')ffi?"¿, cost r$ rîwnl

22A602 $ 0.2775
22.4602 $ 0.2775

254,833
254,833

b

$

4
6

b

7

B

Present Rate Calculation
Revenue Tax Factor
Pump Efficiency Factor [kwh / TG]
Power Cost Charge [$ / TG]
PCC Revenue

Proposed Rate Calculation
Revenue Tax Factor
Pump Effìciency Factor [kWh / TG]
Power Cost Charge [$ / TG]
PCC Revenue

$

$



Line
No.

Kona Water Service Company, lnc. Water Operations
Chemicals

Test Year Ending December 31 , 2019

2016

Docket No.2018-0388
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Witness: Carrasco
2128t2019

2018

Test Year
Jan 1, 2019 to
Dec. 31 20191 Description 2014 2015 2017

2 Chemicals
3 subtotal

4 ln 2019 Dollars
5 Chemicals
6 Total

93 939 114 218 103 848 1

$93,939

394 97 487 $ 108 243
$ 108 243

114 012
11

$ 104 351 $ 125 605 111 997 $ 129 784 $ 100,255
12 100,255104 351

$ 103,848114 2 8

5 $ 111 997



Kona Water Service Company, lnc. Water Operations
Materials & SuPPlies

Test Year Ending December 31, 2019

2014 2015 2016 2017

Docket No.2018-0388
Exhibit KWSC Water 8.10

Witness: Carrasco
212812019

2018

Test Year
Jan 1, 2019 to
Dec.31,20191 Description

2 Dìrect Charge to KWSC Water
3 Treatment and DisPosal
4 Water Treatment and Water Quality
5 Transmission & Distribution
6 Collection
7 Pump¡ng
I subtotal

9 Allocated From Hawaìi Water to KWSC Water
10 Treatment and DisPosal
11 Water Treatment and Water Quality
12 Transmission & Distribution
'13 Collection
14 Pumping
15 subtotal

Line
No.

16

17
18
19
20
21

22

$

$

$
$

$

$
$

$

¿ot $

$

$

$

$

$

$
$

$

$

$

$

$

$

$

$

174 2,262 3,072

120
174 $ 2,382

l8

10
l8 10

192 2,262 3.072

130

$ 2,392 2

2,379 3,1 59

tJo

1,836

40

$ I,876

1,842

43

1 ,915

45
961

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

123
390 $

17
ao

289

140

321

3

$

$
$

$
a

622 $

$

$

$

$4

$

$

$

$

$98

94

94

'103

$

$

$

$
$

$

$

$

$

Þ

$

þ

$

$

$

$

$

$

$

$

$
b

$

$

$

$

$

$$$

2

q

Direct and Allocated Professional &
Outside Services
Treatment and DisPosal
Water Treatment and Water QualitY

Transmission & Distrìbution
Collection
Pumping
subtotal $

$

$

$

$

ù

$

$

$

$192

207

4
9B$

$

$

Þ

$

$

$

$

$

$

23 ln 2019 Dollars
24 Treatment and DisPosal
25 Water Treatment and Water Quality

26 Transmission & Distribution
27 Collection
28 Pumping
29 Total

$

$

$

$
156 Ã

159516 $477 207



No

Kona Water Service Company, lnc. Water Operations
Waste/Sludge DisPosal

Test Year Ending December 31, 2019

2014 2015 2016

Docket No.2018-0388
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Witness: Carrasco
2t2812019

2018

Test Year
Jan 1, 2019 to
Dec. 31 2019

Line

'l Description

2 Sludge Removal
3 subtotal

4 ln 2019 Dollars
5 Sludge Removal
6 Total

2017

$

$

$
$

$ $

$

$

$
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Kona Water Service Company, lnc. Water Operatìons
Affiliated Charges

Test Year End¡ng Decembet 31, 2019

Line
No.

1 Descr¡ption

2 PubCo

3 Total

4 Allocated to Hawa¡i Waler Service Co

5 PubCo

6 PubCo Aìlocation
7 Adjustment forAccount 791000

8 Adjusted Allocation

$ 101,962 $ 112,171 $ 85,529 $ 107,810 $ 118,536 $ 101,687

2014 2015 2016 2017 20't8

Test Year
Jan 1,2019to
Dec 31 2019

$ 1,004,551 $ 1,105,133 $ 913,790 $ 1,021,249 $ 1,115,378 $ 1,016,806

$ 101 ,962 $ 112,171 $

$ (5,78r ) $ (e,5e1) $

$ 96,181 $ 102,580 $

85,529 $ 107,8'10 $ 118,536 $
(6,202) $ (6,154) $ (6,766) $

79,327 $ 101,657 $ 111,770 $

108,06'1
(6,374)

101 ,687

11 $11 171



Kona Water Service Company, Inc. Water Operations
Professional and Outside Services

Test Year Ending December 31, 2019

2014 2015 2016 2017

Docket No. 2018-0388
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Witness: Carrasco
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2018

Test Year
Jan 1,2019 to

Line
No.

IJ

1 Descrìption

2 Direct Charge to KWSC Water
3 Legal Expense
4 Other Outside Services
5 Training Consultants
6 subtotal

7 Allocated From Hawaii Water to KWSC Water
B Legal Expense
I Other Outside Services
10 Training Consultants
11 Auditors and Consultants
12 subtotal

7.905 4,677

$ 68,631 $ 11,811 3,229 $ 11,055 $ 4,677

1,596

Dec. 31 2019

g 10,964 $

$ 57,667 $ 11,811

261
2,967

1,945
3.561

2,098
3,840

3,1 50

73

4,746
7,978

4,992
8,391

2,862 $

1 ,111
6,428

1,137
5,183

6,320

,269

2,601
5,989

2,744
6,280

o 025

1,573
13,650

132

1,730
15,010

245

$

$

$

$

$

$

$

$

$

$

$

$
$

$

$

$

$

$

$

2,295
4,780

13,260
62,447

$ 75,706 $ 1

14,729
69,368

1,573
1,838

1,684
594

$

$

$

$
$

$

1 ,111
1.751

1,464
806

$

$

$

$

$

$

$

$

$

$

132

$ 7,075 $ 4,543 $ 2,277 $ 1,669

14
4Ê

16
17

18

Direct and Allocated Professional
& Outside Servìces
Legal Expense
Other Outside Services
Training Consultants
Auditors and Consultants
subtotal

$

$

$

$

$
$

$

$

$

$

$

$

$

$

$

$
$

$

$

$

$ 5,506 s 12,724 7,539 $

l9 ln 2019 Dollars
20 Legal Expense
21 Other Outside Services
22 f raining Consultants
23 Audìtors and Consultants
24 Tolal

$

$

$

$

$

$

$

$

$

$

1,143
6,610

7938 $ 13 38384 $ 985



No.
Line

1 Descr¡ption

2 Direct Charge to KWSC Water
3 Source of Supply
4 Pumping
5 Treatment and Disposal
6 Transmìssion & Distrlbution
7 A&G
I l\¡¡leage
I less chem¡cals
9 less materials & supPlies
10 less waste disposal
1 1 subtotal

12 Allocated From Hawaii Water to KWSC Water
13 Source of Supply
14 Pumping
1 5 Treatment and D¡sposal
16 Transmission & Distriþut¡on

'18 lilileage
19 less mater¡als & suPPlies

20 subtotal

21 Direct and Allocated Repairs & Maintenance
22 Source of Supply
23 Pumping
24 Treatment and Dìsposal
25 Transmission & Distr¡bution
26 A&G
27 t\it¡teage

28 less chemicals
29 less materials & suPPlies
30 less waste disposal
31 subtotal

32 ln 20'19 Dollars
33 Source of Supply
34 Pumping
35 Treatment and Disposal
3ô Transmiss¡on & Distributlon
37 A&G
38 Mileage
39 less chemìcals
40 less materìaìs & suPPlies

41 less waste dìsposal
42 Total

Kona Water Service Company, lnc, Water Operations
Repairs & Maintenance

Test Year Ending December 31, 201 9

2014 2015 2016

Docket No. 2018-0388
Exh¡bit KWSC Water 8.'14

W¡tnessr Carrasco
212812019

Test Year
Jan 1, 2019 to
Dec,3'1,2019

2017 2018

$ 2,148
$ 2,769
$ 469,368
$ 13,751

$ I ,989
$ 17,041

$ (93,e39)

$ (3eo)

412,737

3,398
22,471

315,199
16,601

874
27,744

(114,218)

$ 6,093 $
$ 7,063 $
$ 1 10,981 $
$ 14,604 $
$ 4,368 I
$ 23,913 $
$ (103,848) $

$ (174) $

6,093
7,125

111 ,129
19,227
6,860

31,406
(1 03,848)

(1s2)

1,321 $
44,993 $

144,112 g

15,181 $
1 ,897 $

22,833 $
(123,3s4) $

(2,382) $

939 $
342 $

108,619 $
13,140 $
2,031 $

18,892 $
(97,487) $
(3,072) $

-$

942 $

109,45'1 $
19,444 $
6,042 $

28,684 $
(97,487) $
(3,072) $

2,784
17,466

12't,237
14,308
2,765

21,879
(108,243)

(1,876)

70.321

8,326

87,307

2,984
1 8,739

1 28,1 50
19,681

6,241
32,1 85

(114,012)
(1,e61)

272,068 62, s 43,404 $

380 $
742 $

¿,óo¿ ù
3,271 $

3,317 $
289 $

'10,360

2,527 $
3,512 $

471,729 g

17,021 $
5,306 $

17,330 $
(93,93e) $

(42e) $

+¿ó,

2,807 $
3,901 $

524,01 3 $
18,908 $
5,894 $

19,251 $
(104,351) $

(477) $

3,398
22,932

316,465
1 9,945
4,302

28,172
(114,218)

(e8)

3,737 $
25,218 $

348,012 $
21,934 $
4,731 $

30,980 I
(125,605) $

(108) $

1,342 $
45,558 $

144,555 $
18,434 $
4,859 $

31,552 $
(123,394) S

(2,3e2) $

2Q

1,41 1 $
47,9'18 $

1 52,041 $
1 9,389 $
5,111 $

33,186 $
(12e,784) $

(2,516) $

2,792
17 ,761

121,712
18,702
5,920

30,548
(1 08,243)

(1,885)

461
1,266
3,345
3,428

428

61

148
3,6?4
2,492
7,493

21 $
566 $
443 $

3,253 $
2,962 $
8,719 $

3$
258 $
833 $

6,304 $
4,011 $
9,792 $

8

295
475

4,393
3,1 55
8,668

$

$
$

$
$
$

8,500 $ 6,325 S 7,245 $

$
$
$
$

$
$
$
s
$ 76,799 $

$
$
$
$

$
$

$
$

$
ù
$
$
s
$
$
$
s

6,571
7,684

1 19,849
19,657
7,398

33,87 1

(1 1 1,e97)
(207)

969
616

112,560
'19,996

6,214
29,499

(1 00,255)
(3,1 59)

469



Line
No.

Kona Water Service Company, lnc. Water Operations
Rents

TestYear Ending December 31,2019

2014 2015 2016 2017

Docket No. 20'18-0388
Exhibit KWSC Water 8.'15

Witness: Carrasco
2t28t2019

2018

Test Year
Jan 1, 201 9 to'l Description Dec. 31 2019

2 Waikoloa Office and BaseYard
Department of Land and

Natural Resources
3 Total

Waikoloa General Office Rent

Expense (2019)
Waikoloa Baseyard Rent
Expense (2019)
4-Factor Allocation to KWSC
Water
Total ((4 + 5) x 6)

$ 8,250 $ 5,560 $ 5,716 $ 9,149 $ 6,554 $ 10'533

12,800 19 200 $ 12,800 6 12 00 12 0

2 ,050 $ 24,760 18,516 15,549 19 $ 23,333

$ 60,980

$ 19,229

13.13o/o

$ 10,533

$

4

5

6

7



Kona Water Seruìce Company, Inc. Water Operations
lnsurance ExPenses

Test Year End¡ng December 31, 2019

2014 201 5 201 6 2017

Docket No. 2018-0388
Exhibit KWSC Water 8.16

Witness: Carrasco
212812019

2014

Test Year
Jan 1, 2019 to
Dec.31.2019

Li ne
No

1 Descript¡on

2 Direct Charge to KWSC Water
3 Liabil¡ty lnsurance - General, Auto, Umbrella, and etc

4 subtotal

5 Allocated From Hawaii Water to KWSC Water
6 L¡ability lnsurance - Generaì, Auto, Umbrella, and etc

7 subtotal

Direct and Allocated lnsurance

see (1 ) below

10.63%
10,352

156

$ 2,806

348 $
348

71

$ 1,236 $ 1,831

s1

1$

$

B

10
Liability Insurance - General, Auto, Umbrella, and etc

Total

(1) Test year expense based on Marsh lnsurance quotat¡on and allocated to KWSC Water us¡ng a four-factor allocation methodology

Total Company lns. Quote $ 3,142,321

4-faclor allocation to Hawaii 3 10%

11

12

13

14 4-factor allocat¡on lo KWSC Water
Total (12 x 13 x 14)



No.Line

Kona Water Service Company, lnc. Water Operations
Regulatory ExPenses

Test Year Ending December 31,2019

Docket No.2018-0388
Exhibit KWSC Water 8.'17

Witness: Carrasco
2t2812019

Test
Year

16,500

16,500

'130,000

7,500

137,500

20,000
5,000

25,000

'18,500

13,500

$ 32,000

$ 211,000

4

s 52 ?50

1

2
3

4
5

6
7
B

I
10
11

12
'13

14
15
to
17
18
19
20

Descri
PREPARATION AND FILIN

Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

DISCOVERY AND SETTLEMENT
Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

HEARINGS AND BRIEFING
Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

STUDIES
Cost of Service
Depreciation
subotal

Total

Amortization Period

$
$

$

$
$

$
$

$
$
$
$

$
$

$

21

22
23
24
25
26
27
28
29

$

$
$

$
$
$

$

30
31

32
33

$
$

34

35

36 Test Year expense (Ln30/Ln31)



Kona Water Service Company, lnc. Water Operations
Regulatory ExPenses

Test Year Ending December 31, 2019

2014 2015 2016 2017 2018

Docket No. 2018-0388
Exhibit KWSC Water 8.'1 B

Witness: Carrasco
2t28t2019

Test Year
Jan 1,2019 to

'1 Description

2 Direct Charge to KWSC Water
3 Regulatory ExPense
4 subtotal

5 Allocated From Hawaii Water to KWSC Water

6 Regulatory ExPense
7 subtotal

Line
No,

B

I
10

Dec. 31 2019

$

$

64 15 10 35 571 JO 301

64,215 $ 32,910 35,571 $ 38,301

353 b 3112

2 3 $ 6,311
149 $

49$

35 720 $

$

$
Direct and Allocated RegulatorY

Regulatory Expense
Total

66 39

$ 39,221 $ 38,301

52 750
52,750



No.

Line

1 Description

Direct Charge to KWSC Water
Office Supplies
Misc G&A
subtotal

Allocated From Hawaii Water to KWSC Water

Office Supplies
l\ilisc G&A
subtotal

10 D¡rect and Allocated General & Adminsitrative

11 Ofiice Suppl¡es
12 Misc G&A
13 Total General & Administrat¡ve

14 ln 2019 Dollars
15 Off¡ce Supplies
16 Misc G&A
17 Total

Kona Water Serv¡ce Company, lnc. Water Operations
General & Administrative Expenses

Test Year Ending December 31, 201 I

201 4 2015 2016

Docket No, 2018-0388
Exhibit KWSC Water 8,19

W¡tness: Carrasco
212812019

Test Year
Jan 1,2019 to

2017 2018
Dec.31 ¿U l9

2

3

4

5

t)

7

I
I

$

151

$ 24,825

11

7.167 $ 5,257
212

5,533
225

g 9,421 o,/J/

19,076

123)
288

(6 $

$

$ $

$

$
6

4 906 781

(60,835)$ e,058 $ 5,46e 757 $ 14,327 g 8,51 8

14,673 17,077 16,111 $ 20,952$ 20,165$

$

$

$
$
$ 4 266 055

$ 19,362 $ 25,218 g 25,21 $ 23,267

$ (46,44e) $ 24.243 $ 21

ó

368 26,485 29,58ô $ 25,813

$ 143 961 972

(36,010) $ 34,386 24 $ 30,976 $ 39,547 $ 1.785

$ (51,597) $ 26,ô60 23,045 $ 27,856 30,426 $ 27,109

$

$

$

$ 5

596 $ 11 154 735
$

$ 724 '104
$

$

3t 14 $



Docket No. 201 8-0388
Exhibit KWSC Water 8.20

Witness: Carrasco
2t28t2019

Kona Water Service Company, lnc. Water Operations
Customer Accounts Expenses

Test Year End¡ng December 31, 2019

1 Descr¡ptìon

Direct Charge to KWSC Water
Customer Accounts
subtotal

5 Allocated From Hawaii Water to KWSC Water
6 Customer Accounts
7 subtotal

2014 2015 2016 2017 2018

Test Year
Jan 1, 201 I to
Dec. 31 2019

$ s53 $(5,740)$ $ (1,157)$ 133 $ (341)

$853 $(5,740)$ $ (1,157)$ 133 $ (341)

426 09 187

$ 10,r53 $ 13,658 $ 13,594 15,3 14,187

J

4

Line
No.

o
o

10

53

Direct and Allocated Customer Accounts
Customer Accounts
Total Customer Accounts

ln 2019 Dollars
Customer Accounts
Conservation
Total

4 14 13

$ 4,278 4,414 $ 13,658 $ 12,436 $ 15,442
I $ J 846

846

11

12

13
14

$

$

$

$

4,752$4,854$14,730 13,080$ 15,880$ r4,564

154 14 730 13 080



Kona Water Service Company, lnc. Water Operations
Taxes Other Than lncome Taxes

Test Year End¡ng December 31, 201 9

Docket No. 20 I 8-0388
Exhibit KWSC Water 8.21

Witness: Stout
2t28t2019

Taxes at
Proposed
Rates

Line
No,

1

2

3

4

o

Revenue Taxes

Revenues at
Present
Rates

Revenues at
Proposed
Rates

Tax
Rates

Taxes at
Present
Rates

Publìc Company Service Tax
(Pursuant to HRS S 239)

Public Utility Fee
(Purusant to HRS S 269-30)

Total Revenue Taxes

$ 3,528,828 $ 3,981,387 5.885% g 207,672 $ 234,305

$ 3,528,828 $ 3,98,1 ,387 0.500% $ 17,644 $ 19,9077

o

o $ 225,316 6 254,212

$ 316 $ 254,21210 Total Taxes Other Than lncome Taxes



Kona Water Service Company, lnc. Water Operations
lncome Tax ExPense

Test Year Ending December 31,2019

At
Present
Rates

$ 3,528,828

$ 2,531,024
$ 476,258
$g 225,316
$ 3,232,597

$ 296,230

$ 92,650

$ 203,580

Docket No.2018-0388
Exhibit KWSC Water 8.22

Witness: Stout
212812019

At
Proposed

Rates
3,98'1,387

2,531,024
476,258

254,212
3,261,493

719,894

92,650

627,243

1,100
4,050

33,744

(28,863)

Line
No.

1 Total Revenues

2 f otal Operations & Maintenance Expenses
3 Depreciation
4 Amortization
5 Taxes Other than lncome Taxes
6 Total Operating ExPenses

7 Operating lncome before lncome Taxes

I lnterest Expenses

I State taxable lncome

$

$

$

$

$

$

$

$

$

Less:

10
11

12
'13

State income Tax
less than $25K
Over $25K, but less than $100K
Over $1 00K
Less Hawaii CaPital Goods
Excise Tax Credit

15 Federal taxable income

Tax Rates
4A000%
5.4000%
6.4000%

21.O%

$
$
$

$

$

1 ,100
4,050
6,629

(28,863)

14.370%
-8.392%

21,0000%

22.263%
1.599%

21.0000o/o

$

$

$

$14

Federal income tax
Over $1

'18 Total Federal and State income taxes

16

17

'19

20
21

$

$

$

$

220,664 g 617,213

46,339 129,615

29,255 139,645

Effective Tax Rate
State
Federal



Docket No.2018-0388
Exhibit KWSC Water 9

Witness: Stout
2t28t2019

Kona Water Service Company, lnc. Water Operations

Results of Operations for Recorded 2018 at Present and Proposed Rates

Test Year Ending December 31'2019

Line
No.

1

2
3

4 Residential
5 Non-Residential
6 Power Cost Charge
7 Total Operating Revenues

(1) (2) (3)
Pro Forma for Year Ended December 31 ,2017
Present Proposed ProPosed

Rates lncrease Rates (7.48%)

$ 1,774,239
$ 284,371
$ 1 ,233,136

308,625
51,446
'11,531

2,082,863
335,8'17

$
$

$

$
$

$

I
I
10

11

12

13
14

15
'16

17
18

19
20

Labor Expenses
Fuel & Power
Chemicals
Materials & Supplies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services

Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses

Customer Accounts ExPenses

s 3,291,746 $ 371,601

592,561
1,389,492

97,487
3,072

1 '18,536

7,539
64,605
'19,354

1,902
38,301
39,547
15,442

$
$
$

$
$

$
$

$
$

$
$
$

$

$
$
$

$
$

$
$

$
$

$
$
$

$

$

$

$
$

$
$
$

$
$

$
$
$
$
$

1,244 667
3,663,348

592,561
1,389,492

97,487
3,072

1 't8,536

7,539
64,605
19,354

1,902
38,301
39,547
15,442

21 Total O&M ExPenses

22 Taxes Other than lncome Taxes

23 Depreciation
24 Amortization
25 lncome Taxes
26 Diff. due to changing factors
27 Total Operating ExPenses

28 Operating lncome

29 Average Rate Base

30 Return on Rate Base

$ 7,757,346 $

$ 2,387,837 $

$ 251,566 $

$ 259,079 $

$$
$ 114,620 $

$

101 ,819

2,387,837

251,566
259,O79

216,439

$

$
$
$

$
$

$

$

3,013,103

278,644

101 ,819

269,783

$ 3,1 14,921$

$ $ 548,426

$ 7,757,346

3.59% 7.O7%



HAWAII WATER SERVICE COMPANY
PROJECTED RATE OF RETURN

Docket No. 2018-0388
Exhibit KWSC Water'10

Witness: Stout
2128t2019

RATE OF
RETURN

PRO FORMA AVERAGE CAPITAL
AMOUNT RATIO EFF. RATE

Line
No.

1

2
3
4
5

6
7

Return
Long-Term Debt
Common Stock

3,614,923
4,142,423

46.6%
53.4%

5.50%
9.20%

2.560/o

4.91%
7,757,346 100.00% 7.48%



Line
No,

1

2

Kona Water Service Company, lnc. Waier Operations
Phase-in Schedule

Test Year Ending December 31,2019

Revenue Requirement Present Rates lncremental ProposedRates

No Phase-in $ 3,528,828 $ 452,560 $ 3,981,387

Docket No. 2018-0388
Exhibit KWSC Water 1'1

Witness: Stout
2t28t2019

7o lncrease

12.8%
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Docket No. 2018-0388
Exhibit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Witness: Stout

KWSC Sewer

Line
No.

Utility
Account

Property Description Plant in Service
ln Service

Date

Accumulated
Depreciation
12t3112017

1

2

4
Ã

7

8

9

I 03540 Structures and lmprovements
A/C unit-Kukìo lT-Fujitsu 2T
CIAC Phase 1A

Emergency shower-S PS3&4
Lift Station hatch 36"x48"-LS1
Lift Station hatch 36"x60"-1S2,3,5
Lift Station hatch 48"x72"-L54
STP Plant Retrofit
WWTP Bldg

103241

1 03701

1 03801

4,945
2,847,258

2,447
2,542
8,414
3,652

791,762
1,678,385

22Q

860,993
218
275
911
395

287,515
486,262

9t1t2016 $
1t1t2003 $
5t1t2015 $

10t1t2014 $
10t1t2014 $
10t1t2014 $
1t1t2007 $
4t1t2003 $

T--llæ0,?eo-

4t1t2003 $ 96,006

$ 96,006

$

$
$

$

$
$
$
ü

10 Iotal $ 5,339,404

$ 96,006

Total T-----96.006

813
1,381
8,835

12,492
25,048
9,476

14,902
8,533

20,248
28,056
1 8,1 36

531,879
531,879

1 ,97 5,431
25,778

279
164

1,265
26,416
25,836

2,025
18,509

Total $ 3,287,383:

710
34,731

Total $ 35,441

7 t1t2012 $
7 t1t2012 $

12t1t2016 $
9t1t2010 $
6t1t2014 $
6t1t2014 $
6t1t2014 $
6t1t2014 $
6t1t2014 $
6t1t2014 $
6t1t2014 $

11t15t2005 $
11t15t2005 $

4t1t2003 $
6t1t2011 s
7 t1t2012 $
7 t1t2012 $
9t1t2010 $

10t1t2014 $
2t1t2014 $
1t1t2014 $
3t1t2014 $

12t1t2016
3t1t2016

4t1t2014
12t1t2013
3t1t2016

1011t2013
12t1t2013

4t1t2014

$ 2,148

I 03600

11

12

13

14

15

16
tt
1B

19

20
21

22
¿J

24
aÂ

26
aa

28
¿u
30
JI
32
óJ
34
aÃ

36

37

10

39
40

41

4¿

System Control Computer Equipment
STP - SCADA

Pumping Equipment
4" HDL Ball check valve Kukio WW
6" HDL ball check valve Kukio WW
Carbon odor scrubbers LS1&2
Flygt 15HP Submersible Wastewater Pump
Flygt Pump CP3152.0911454 HT 6"
Flygt Pump NP3127.090/4859 HT4"
Flygt Pump NP3153.091/466 HT 4"
Flygt Pump NP3171,091/434 MR 6"

Flygt Pump NP3171.091/434 MÏ 6"
Fìygt Pump NP3202.180/460 HT 6"
Flygt Pump NP33153.091/462HT 4"
Lift Station 6 and related force main
Lift Station 7 and related force main
Lift Stations 1-5

New discharge piping and flush/mix valve.

PUMPING EAUIPMENT [270]
PUMPING EQUIPMENT [270]
PUMPING EOUIPMENT [270]
SPS#4 6" Flygt Discharge PumP

SPS4pump discharge pipe&flush valve
wilden sludge pump
Wilden TB diaphram pumPS

Treatment & DisPosal EquiPment
DO probe for HQ40 meter
Gearboxes for MBR, Falk

Collection Sewers Force
4" HDL FIygt check vaìves
6' Flygt Valve Kukio SPS#S
LS#1 discharge pipe, 50'
Replace 6' Flygt Check Valve LS#4
Discharge Pipe-LS #5
Rplc HDL 6" flygt check valve

$
$
$
$
$

$
$
$
Ð

$

$

$

$
$
$
$
$
$

$

$

$
$

149
253
319

3,054
2,992
1,132
1,780
I ,019
2,418
3,344
2,166

212,563
212,563
577,825

5,656
51

30
309

2,862
3,373

270
2,365

$ 1, 036.493

$

$
$
$

26
2,123

$

$
Þ

$
$
a

$
$

$

$

$

$

43
44
45
46
47
48

Page 1 of 6

5,245
1,816

24,332
1,821

32,462
10,528

656
247

1,487
258

4,418
I ,316



Docket No, 201 8-0388
Exhibit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Sewer

Line
No.

Utility
Account

Property Description Plant in Service
ln Service

Date

Accumulated
Depreciation
12t3112017

49

50
51

52
53
54
55

56

57
5B

59

þU

61
ôz

bJ

64
65
oo
67
68
69

71

72
/ó

74

7q

76
77
78
79
80

81

82
B3

B4

1 0361 0

1 03620

I 03890

1 03700

1 03550

1t1t2005
11112007

11112007

1t1t2007
1t1t2007

864,1 68
88,495
14,855

113,565
6,249

Collection Sewers GravitY
CIAC - Collection Sewer lines
CIAC Additional Phase 3 lncrem
CIAC Phase 3 lncrement I
CIAC Phase 3 Increment 2
Collection Line Phase 3 Plant

Special Collectin g Structure
4,0009a1 WW Storage Tank
Wastewater Storage Tank

Other EquiPment
Replace SCADA Computer-Kukio WWTP

Receiving Wells
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant
Wastewater Treatment Plant - P

Power Generation EquiPment
SPSl generator 35DSFAA 35kw
SPS3&7 generator 60DSFAD 60kw
SPS4 generator 125DSGAB 125kw

SPSS generator 100DSGAA 125kw

SPS6 generator 150DSGAC 60kw

Office Furn & EquiP
Laptop-HlKUK04

TransPortation EquiPment
Kawasaki ATV
4x4 UTV
Sm UTV Kukio
Work Order Addition

$
$

4t1t2014 $
6t1t2016 $

484
213

$ 1,087,332

$ 696

2t112014 $ 2,151

T----151

Total -ç---@

3,516,120
395,771

70,17 4
536,485

17,209

Total $ 4,535,759

3,870
4,027

Total $ 7.897

$ 8,382

$

$
$
$
$

$ 16,475

Total $ 16,475

5,1 61

110,392
8,442

13,315
6,707
2,774

13,446
1,111,800

522,106

12t31t2006 $
6/30/2005 $
11t1t2004 $
10t1t2004 $
1t1t2004 $

12t31t2003 $
4t1t2003 $
4t1t2003 $
1t1t2007 $

$
$
$

$
$
$

$

$
$

$
ö
$

$

$

5,1 61

110,392
2,202

13,315
6,707

774
13,446

325,1 96
I 89 594

Total

$
$

$

$
$

$

$
$
$

$

$
ö
$

60,402
142,279
102,943
90,082

100 098

7,550
17,785
12,868
11,260
12,512

4t1t2014
41112014

4t1t2014
4t1t2014
4t1t2014

1 03955

1 03965

Total $ 495,805

$ 1,572 5t1t2015 $

Total

$ 61,975

140

$ 140

12,816
'13,576

12,954
2,883

B5

86
87
88
89

1

Page 2 of 6
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12,954
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6t1t2011
12t1t2011
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Docket No. 2018-0388
Exhibit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wìtness: Stout

KWSC Sewer

Line
No.

Utility
Account

Property Description Plant in Service
ln Service

Date

Accumulated
Depreciation
1213112017_T-_Eø

90

91

92
ô2

98
99
100
101

102
103

Total 942 229

1 03930

1 03970

Tools, Shop, Garage EquiPment
Portable Sludge Pump 3/4hP
Toolbox for Trailer 24x18

Stores EquiPment
20' Modified Storage Container

General Plant
Spill Contain.
AC Coils
Hazmat Cab.
Work Order Addition
Gas Detector

Total -s------lFõt

$ 6,953

Total $ 6,953

1,641
10,952
1,814
4,782
2,783

Total $ 21,972

$
$

1,119
490

311t2014
9t1t2016

5t1t2014 $

$

4t1t2012 $
12t1t2011 $
4t1t2012 $

12t1t2011 $
12t1t2011 $

143
22

$ 165

$

$

94

95
96

1 03975

97

888

888

$
$
$
$
$

329
2,403

363
983
572

$ 4,650144

105 HAWAII GENERAL OFFICE

106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131

132
133
tó¿+

135
IJO
137
138

790 Leasehold lmProvements
desks, conf table, chairs
2 Cubical Work Stations
Cherry Desk
Cherry Drawer
Cherry Credenza
Cherry Corner Unit
Regency Library
Chairs
Cherry Desk Shell 66'

24" x71" Credenza Shells
Cherry Keyboard Drawer
Execuiive Chair
Desk Pedestal F/F
Cherry Shelf Unit
Cherry Storage Hutch
Cherry Credenza 66"
Regency Desk
2 Drawer Lateral File

3, 42" 4 Drawer Lateral File Cabinets
Cherry Desk Pedestal B/B/F

Regency Lateral File
Fireproof safe for Customer Service office.

Ricoh Aficio MP C3001

790 Office Furniture
Automated Electronic Defibrillators
License for CaPture Now
Fujitsu Fi6 140 scanner
Ricoh MP 4001SP CoPier w/Finisher
Monitors
Mitel EP Dig 6 Line Model 8560 Telephone
ELECTRONICS [681]
B-way video conferencing system

$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

16,865
3,060
5,650

855
71

509
404
284

2,037
429
793

71

391
468
308
487
333
709
9BB

2,868
513
567

2,386
3,044

631
7,161

z5t
1,666

10,686
1,207
8,102

744
37,1 85

5t1t15 $
3t1t10 $

12t1t10 $
12t1t10 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t10 $
12t1t11 $
5t1t15 $
5t1t15 $

12t1t10 $
12t1t10 $
12t1t10 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1t11 $
12t1t11 $

749
2,367
3,562

539
45

321
255
179

1,284
270
500

45
247
295
194
307
210
447
623

1,808
323
358

1,318
203

42
7,161

237
I,666

10,686
1,207
8,102

744
37,1 85
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Docket No.2018-0388
Exhìbit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Sewer

Line
No.

Utility
Account

Property Description Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

120

140
141
142
143
144
145
146
147
148
149
150
151

152

153
154
155
156
157
'158

1s9
160
161

162

Hewlett Packard laser printer

Total $ 387.436

84,174
26,623
49,713
38,8'13
51,423
70,422

2,893
40.900

1,111
355
355
355
355
355
355

6,724
132,36'1

8,858
24,859

463
225

$ 260,21 0

56,533
17,880
33,389
26,067
34,537
47,297

1,943
27,470

$
$

$

$
$
$
$

$
$
$

$
$
$

$

$
$

$

ö
$

$

$

$
$

$

$
$
$

$
$

1 ,111
807
807
807
807
807
807

17,650
132,361
92,429
24,859

981
1,496

12t1t11 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
12t1t14 $
5t1t15 $

12t1t10 $
3t1t14 $
3t1t10 $

12t1t10 $
4t1t14 $

Desktop-HIWKLCS40
Desktop-HIWKLCS39
Desktop-HIWKLCS3T
Desktop-HIWKLCS3S
Desktop-H IWKCLS36
Desktop-HIWKLCS4l
790 Server & Server room uPgrade
Hawail Business Unit Software
RMS Software
phone system with I phones

Miscellaneous Kitchen EquiPment
laptop for CS Mgr

HAWAII GENERAL OFFICE ALLOCATIONS
700 - Kaanapali
701 - Pukalani
721 - Waikoloa Water
722 -Waikoloa Sewer
723 - Waikoloa Resort Water
724 - Waikoloa Resort Sewer
725 - Waikoloa Resort lrrìgation
726 - Kona Water

21.73%
6.87%
12.83%
10.02%
13.27%
18,18%
0.75%
10.56%

ÃÃa Sewer

163 BIG ISLAND

164
165
too
167
168
169
170
171

172
173
174
175
t/o
177
178
179
180
181

182
183
184
185
186
187
188
189
190

(2)Replacement Op Computer Stations
Mobile office trailer
1996 Eagle Forklift
20' Container Shelving-BaseYard
20' Container Shelving-EMT
20' Container-BaseYard
20' Container-EMÏ
Storage Contr
Nissan Frontier
Nissan Titan
FORD XCAB
FORD XCAB
Ford F-150
Ford F-150
Ford F-150
FRONTIER
Ford Explorer
2014 Nissan Frontier. V214001
3 lpad for Hawaiì lsland
Desk w Drawer
69"x43"x 18"
Diesel tank
GIS Software
Backflow Test Kìt-Midwest 835
Big lsland SCADA 2012
Book Case
Motorola Hardware

$
$

$
$
$
$
$
$

$
$
$

$
$
$

$
$
$

$
$
$
$

$
$
o

$
$
$

2,081
23,867
22,871

931
455

10,373
5,312
3,187

27,030
35,679
26,901
26,395
30,500
30,500
30,500
25,350
37,497
35,122

2,542
959

1,311
725

7,621
1,202

495,319
298

4,401

12t1t13 $
12t1t11 $
12t1t10 $
6t1t15 $
6t1t15 $
6t1t15 $
6t1t15 $

12t1t10 $
12t1t10 $
12t1t10 $
6t1t12 $
6t1t12 $
9t1t12 $

9t1t12 $
9t1t12 $
6t1t12 $
9t1t12 $
4t1t14 $
9t1t13 $
9t1t12 $
9t1t12 $

12t1t11 $
12t1t11 $
8t1t15 $

10t1t14 $
9t1t12 $
6t1t12 $

1,214
3,942
4,050

60
29

670
343

1,505
17 ,87 4
23,593
15,496
15,496
15,757
15,757
15,7 57
13,571
19,372
1B 815

1,574
501

466
110

7,621
145

40,485
155

4,401
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Docket No. 2018-0388
Exhibit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Winess: Stout

KWSC Sewer

Line
No.

Utility
Account

Property Description PIant in Service
ln Service

Date

Accumulated
Depreciation
1213112017

191

192
193
194
195
196
197
198
199
200
2Q1

202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221

222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
¿40
247

Work Order Addition
Misc. Wiring & Cables
Work Order Addition
I desktops
1 desktops
Desktop-H IWKLOCS6
Desktop-HIWKLOCST
dryer @ baseyard
Exec Chair
Work Order Addition
Work Order Addition
Work Order Addition
EMT Laptop
Hand Helds
Desk Dock
Personnel Lift
Software
Hardware
Gradall lifting hook attachment
Forklift
HON chair
Hydro Jetter
lce Maker-Manitowac lD-04524
lngersoll Needle/Chisel Scl

lnternal labor
Knoll task chair
1 laptops
1 laptops
Laptop, EMT-H IWKOCLT02
Lateral File
Work Order Addition
Work Order Addition
Work Order Addition
New lP phone system
New Hydraulic Hammer
Office Furnishings
Office furniture & equiP

Work Order Addition
Work Order Addition
Portable generator 3500w, EMT's

Power QualitY AnalYzer
Printer Cart
Projector-Dell 1610HD
Electrical Upgrade
Respirator suPPlied air sYstem

Richo Copier
Richo Fax Module
RICOH MPC3004-Engineering office

Rplc computer w/laPtoP for Eng Mgr

SCADA iNET-ll 900 Dual GatewaY

SCADA upgrade 201 3

SCADAPack 32

Scaffolding
Work Order Addition
Tools & EquiPment
Trailer, emergency comPressor
Trailer, emergency generator EG6500

$ 2,144
544
747

1, 133

1 ,133
1,572
1,613

503
351

51

182
13,813
4,509

19,147
2,793
5,844
2,995
8,824
2,427

27,625
636

5,941
4,536

I I3
21,402
13,806

1 ,165
1,165
1,631

525
1,447
4,571

16,749
19,7Q4
I,847
6,706
4,134

47
90

518
8,416

75
626

8,770
4,239

10,588
1,045
8,282
1,478

22,377
64,775
10,539
4,771

15
994
426

2,073

6t1t12 $
6t1t12 $
6t1t12 $
4t1t13 $
4t1t13 $

12t1t14 $
12t1t14 $
4t1t17 $
9t1t12 $
9t1t13 $
9t1t12 $
6t1t12 $
3t1t14 $

12t1t10 $
12t1t10 $
6t1t12 $
9t1t12 $
9t1t12 $

12t1t14 $
12t1t10 $
2t1t14 $

12t1t10 $
9t1t16 $
9t1t13 $
7t1t13 $
2t1t14 $
4t1t13 $
4t1t13 $

11t1t16 $
9t1t12 $

12t1t11 $
12t1t11 $

6t1t11 $

6t1t13 $

12t1t13 $
2t1t14 $

9t1t12 $
9t1t12 $

9t1t12 $
12t1t16 $
3t1t15 $
9t1t12 $

12t1t16 $

12t1t11 $
12t1t16 $

11t1t11 $
11t1t11 $
12t1t16 $
10t1t14 $
3t1t16 $

3t1t16 $
3t1t16 $
3t1t16 $

12t1t11 $
6t1t13 $
3t1t16 $
3t1t16 $

2,144
544
747
769
769
693
710

o

183
Ji

182
13,519
2,469

19,147
2,793
2,175
2,995
8,824

263
17,803

101

4,238
403
123

3,210
2,186

791
791
272
274
245
752

16,749
12,901
2,010
1,062
2,080

24
32
2B

1,192
âo

97
1,488

230
10,588

1,045
1,282

686
1,026
2,969

483
437

2

228
39

190

$

$
$
$

$
$
$
$
ö
$
$

$
$

$

$
$

$

$
$

$
$

$
$
$

$
$
$
$

$
$
$

$

$
$

$

$
$

$
$
$

$
$

$
$
$

$
$
$

$
$
$
$
$

$
$
$

Page 5 of 6



Docket No.2018-0388
Exhibit KWSC Sewer 3

Applicant's Property, Equipment, and Accumulated Depreciation
Wtness: Stout

KWSC Sewer

Line
No.

Utility
Account

Plant in Service
ln Service

Date

Accumulated
Depreciation
12t31t2017

Propedy Description

248
249
250
251
252
253
254
255
256
257
258
259
260
261
262

Trailer, emergency 6'x1 2' w/ramP
Work Order Addition
V208214, Ford F-150
V208216, Chevy Silverad
V208217, Chevy 3500
V208222,'OB TOY 4 RUNNER
Visitor Chair
AÌr Compressor, podable

Septìc Tank, BaseYard

Socket fusion kit, 20-63mm
Socket welding preP

Handheld Meter Readers
Portable Air ComPressor
Jettì ngA/acuum Truck/Pukalan i

Jetting/Vacuum Truck/Pukalan i

$

Þ

$
$

$

$
$

$

$

$
$

$

$
$

$

7,800
58,793

6,817
9,017

29,139
32,269

169
21,139
15,054

662
1,587
8,673

21,139
328,447

6,577

3t1t16 $
9t1t12 $

12t1t10 $
12t1t10 $
12t1t10 $
12t1tj8 $
9t1t12 $
9t1t17 $
9t1t17 $

12t1t17 $
12t1t17 $

10t31t17 $
6t30t17 $

7 t1t13 $
7 t1t13 $

715
30,481
4,963
6,564

21,212
28,143

88
470
J/O

7

145
1,057

51,092
1.023

zo3

264
265
¿oo
267
268
269
270
271

BIG ISLAND ALLOCATIONS
721 - Waikoloa Water
722 -\Naikoloa Sewer
723 - Waikoloa Resort Water
724 -\Naikoloa Resort Sewer
725 - Waìkoloa Resort lrrigation
726 - Kona Water

Total $ 1,799,041

329,834
250,340
344,270
456,969

18,315
258,956

$

$

$
$
$

$

$

$

$
$
$

$

18.33%
13.92%
19,14%
25.40%

1.02%
14.39%

$ 532,163

97,566
74,051

101 ,836
1 35,1 73

5,418
tô

272

273

274

275
276
277
278
279

WASTEWATER ADM INISTRATION

lPad3-WWMgr. 430

Total

$ 810

-s--a10
9t1t2013

17.22%
24.52%
45.16%

$ 430

WASTEWATER ADMI NISTRATION ALLOCATIONS
701 - Pukalani
722 -\Naikoloa Sewer
724 - Waikoloa Resort Sewer

139
199
366

74
105
194

$

$
$

$
$

$

na Sewer

7- a r
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KONA WATE,R SERVICE COMPANY, INC.
A subsidiary of l-Iawaii Water Service Company,Inc
Kukio, Flawaii

First Phase (8/4/15)

s 21.231s

Docket No. 2018-0388
Exhibit KWSC Sewer 4

r"?!?rrtfflf;:i:1;ii
Second Revised Sheet No. 53

Cancels First Revised Sheet No. 53

SECTION D-2

Sewer Service Rates

GBNERAL I]SN, RATES

Stand-Bv Charges:

Quantitv Charse:

In addition to the stand-by charge, the customer shall pay the following monthly sewer

charge per 1,000 gallons of metered domestic water consumption up to 7,000 gallons per

month for residential customers and for business customers with meters up to 1" and 40o/o

of the metered water consumption for business customers with meters greater than 1".

Second Phase (2/4/16)

s 21.231s

POWER COST CHARGE

In addition to the monthly stand-by charge and monthly quantity charge, there shall be a

power Cost Charge per 1,000 gallons of metered water usage per month up to 7,000 gallons per

month for residential customers and for business customers with meters up to l" and 40o/o of the

metered water consumption for business customers with meters greater than 1". The amount of

the Power Cost Charge shall be calculated as follows:

Previous Month's Electricity Cost

Divided by Previous Month's TotalMetered TG of Water

Times 1.06385 (Public service company tax and PUC fee)

TG: Thousand Gallons of metered domestic water consumptton

(First Phase 814115) (Second Phase 214l16)

Residential - per dwelling unit
per month

Commercial - per connection Per
month

s 324.80

$324.80

s 470.7s

s 470.75

Issued: August 4,2015
By: Paul Townsley, Vice President - Regulatory

Effective: August 4, 2015
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Cancels Second Revised SheetNo. 53

SECTION D-2
Sewer Service Rates

GENERAL USE RATES

Stand-Bv Charges:

Applicability Monthly Charge

Residential - per dwelling unit
per month

Commercial - per connection Per
month

s s28.72

s s28.72

Quantitv Charge:

ln addition to the stand-by charge, a customer shall pay a monthly sewer charge per 1,000

gallons of metered domestic water consumption as shown in the following table.

A licabil Rate per thousand gallons

Residential - up to 7,000 gallons of metered domestic water
consumptton

Business with water meter up to 1" - up to 7,000 gallons of
metered domestic water consumption

Business with water meter greater than l" - 40% of metered

domestic water consumPtion

s23.8461

s23.8461

$23.8461

POWER COST CHARGE

In addition to the monthly stand-by charge and monthly quantity charge, there shall be a

power Cost Charge per 1,000 gallons of metered water usage per month up to 7,000 gallons per

month for residential customers and for business customers with meters up to 1" and 40Yo of the

metered water consumption for business customers with meters greater than 1". The amount of

the Power Cost Charge shall be calculated as follows:

Previous Month's ElectricitY Cost

Divided by Previous Month's TotalMetered TG of Water

Times 1.063S5 (Public service company tax and PUC fee)

TG: Thousand Gallons of metered domestic water consumptlon

Issued:
By: Paul Townsley, Vice President - Regulatory

Effective:



Kona Water Service Company, lnc. Wastewater Operations
Revenue Requirements & Rate of Return Summary

Test Year Ending December 31 ' 2019

(1) (2) (3)
Test Year

Proposed Rates
7.48o/o
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Change in Revenues

11 .4o/o

Line
No.

1

2
3

8
9

10
11

12

13
14

15
16
17
18
'19

20
21

Present
Rates

Additional
Amount

4 Residential
5 Non-Residential
6 Power Cost Charge

7 Total Operating Revenues

Labor Expenses
Fuel & Power
Chemicals
Materials & Supplies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services
Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses
Customer Accounts ExPenses

Total O&M ExPenses $ 913,137 $

116,177
553,793

33,868

$ 1 ,453,1 50 $

$ 233,112 $

$ 133,269 $

178,949
28,707

$ 1,632,099

$ 261,819
$ 133,269

$ 1,819,531 $ 207,656 $

$$
$-$
$-$
$$
$-$
$$
$$
$-$
$-$
$$
$-$
$-$
$$

2,027,187

$

$
$

$
$
$

$
$
$

$
$

$
$

485,810
134,489

3,694
8,966
3,506

55,684
6,219

108,633
13,312
5,713

52,500
25,024

9,588

485,810
134,489

3,694
8,966
3,506

55,684
6,2'19

108,633
13,312
5,713

52,500
25,024

$ 13,259

I 588
913,137

129,436
553,793

$

$

$

$

$

22 Taxes Other than lncome Taxes
23 Depreciation
24 Amortization
25 lncome Taxes
26 Diff. due to changing factors
27 Total Operating ExPenses

28 Operating lncome

29 Average Rate Base

30 Return on Rate Base

$
$

$

$ $

$

50,652
(0)

84,521

1,680,886

346,301

$ 4,629,687

$ 1 ,616,975

$ 202,556

$ 4,629,687

4.38o/o

63,9'11 $

143,745 $

$

$

$

7.48o/o



Lìne
No.

1

2
,l

4
Ã

h

7

I

Gross Revenue Factor
Additional Revenue
Less:

Bad Debts
PSCT
PUC Fee
Franchise

Subject to lncome Tax
Less:

State lncome Tax
Federal lncome Tax

Remaining for Net lncome

Expense for each $1 of Revenue

Kona Water Service Company, lnc. Wastewater Operations
Revenue Requirements SuPPort

Test Year Ending December 31, 2019

0.000000
0.058850
0.005000
0.000000

0.050560
0.210000

0.260560

1 000000

0.063850

0.936150

0.243923

0.692227

0.307773
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0.06385

0.047332
0.1 96592

7.48o/o

346,301
143,745

207,656
0

13259
50652

1,680,886
346,301

0.0
0.0

4,629,687
7.48%

10

11

12

13

14

15 Factor for Moving Rate Base

16 (1-Bad Debt%-Revenue Taxes-lncome tax on Addl. Revenue)

0.6922267462
1.444613352

17

18

19

20
21

22
23
24
25
26
27

Revenue Factor

Add¡tional Revenue Requirements

Proposed rate of return
wtutiipty rate base @ present rates by the above proposed ROR

Subtract the net income @ present rates from the above net income

Divide the above difference by the moving rate base factor to

determine the additional revenue requirements @ the proposed ROR

Multiply the add'l revenues by the bad debt factor

Multiply the add'l revenues by the revenue tax factor

Multiply the add'l revenues by the inc tax on add'l revenue

28
29
30
óI
32

Total Expenses at ProPosed Rates

Subtract total expense from total revenues @ proposed rates

Subtract Nl before WC change from Nl after WC change

Divide change in Nl by desired rate of return

Calculate change in rate base
Test - Divide Nl bY rate base
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Line
No.

1

2 Description

Kona Water Service Company, lnc. Wastewater Operations
Average Rate Base

Test Year Ending December 31, 2019

At At
Dec. 31 2018 Dec. 31 2019 Average

3 Plant ln Service
4 AccumulatedDepreciationReserve
5 Net Plant-in-Service

16,833,511
5, 717,891

$ 11,267,062 $ 10,964,178 $ 11,115,620

(5,28e,7e5) (5,154,264) (5,222,029)

$

$
$
$

76,
$

$
$
$

16,640,292 $
5,373,230 $

17,026,731
6,062,553

o

7
o

I
10

11

Deduct:
Net Contributions in Aid of Construction
Customer Advances
Customer Deposits
Accumulated Deferred Taxes: Federal

Accumulated Deferred Taxes: State

Unamortized Hawaii Capital Goods Excise Tax

Credit
Net Salvage Adjustment
True-up Adjustment

subtotal

Add:
Working Capital

subtotal

19 Subtotal

20 Rate Base at ProPosed Rates

(176,034) (175,607)

$ (5,867,234) $ (5,6e1,276) $ (6,562,028)

$
$

$

$

$

$

$

$

$
$
$

$
$

$
$

$

(312,86e)
(88,535)

(283,527)
(77,878)

(2e8,1e8)
(83,207)

12 $ (175,821)

$ (10e,425)

$ (673,342I
13

14

15

16
17

1B

76,095
76 095

76,095
76,095

76,095$

$ 095

$ 5,475,923 $ 5,348,997

$ 4,629,687



2

Line
No,
1 Rate Base @ Dec. 31, 2018

Description

3 Plant ln Service
4 AccumulatedDepreciationReserve
5 Net Plant-in-Service

6 Deduct:
7 Net Contributions in Aid of Construction

I Customer Advances
9 Customer DePosits
10 Accumulated Deferred Taxes: Federal

11 Accumulated Deferred Taxes: State

Unamortized Hawaii CaPital Goods

12 Excise Tax Credit
13 subtotal

14 Add:
15 Workìng CaPital
16 subtotal

17 Rate Base @ Dec. 31. 201 9

1B Description

Kona Water Service Company, lnc. Wastewater Operations
Rate Base SuPPort

Test Year Ending December 31, 2019

Kona Water Service
Company, lnc. Adjustments

Wastewater Ooerations
16,640,292
5,373,230

11,267,062

(5,289,795)

(312,869)
(88,535)

(176,034)

(5,867,234) $

76,095
76,095

Kona Water Service
Company, lnc. Adjustments

Wastewater Operations
17,026,731
6,062,553

$ 10,964,1 78

(5,154,264)

(283,527)
(77,878)

(175,607)

(5,691,276) $

76,095
76,095
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$ 16,640,292

$ 5,373,230

$ 11,267,062

(5,289,795)

(176,034)

$ (5,867,234)

76,095
7ô,095

$ 17,026,731

$ 6,062,553

$ '1 0,964,178

(5,154,264)

(283,527)
(77,878)

(175,607)

$ (5,691,276)

76,095
76,095

$

$

$

$

$$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$
$

$

(312,869)
(88,535)

$

$
$

$

ü

$

$

Plant ln Service
Accumulated Depreciatìon Reserve
Net Plant-in-Service

Deduct:
Net Contributions in Aid of Construction

Customer Advances
Cusiomer DePosits
Accumulated Deferred Taxes: Federal

Accumulated Deferred Taxes: State

Unamortized Hawaii CaPital Goods

Excise Tax Credit
subtotal

Add:
Working CaPital

subtotal

$

$

$19
¿v
21

ù

$

$

$

$

$

$

22
z5
24
¿3

26
27

28

29

ù

$
$

ü

$

$

$

$
$

$

$

$

$
$

ü

$

$

$

30
a4JI

32
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Line
No.
1 Labor Expenses
2 Fuel & Power
3 Chemicals
4 Materials & SuPPlies

5 WasteiSludgeDisPosal

Test Year Ending December 31,2019

Docket No. 2018-0388
Exhibit KWSC Sewer 7,15

Witness: Stout
212812019

485,810
134,489

3,694
8,966

$
$
$
$



Line
No.

1

2

3 Revenues
4 Residential
5 SingleJamily
6 Fixed revenues
7 Metered revenues
I Power Cosl Charge revenues
9 subtotal

Kona Water Service Company, lnc. Wastewater Operations
Historìcal Summary

Test Year Ending December 31, 201 I

2015 20162014 2017 2018

Docket No. 2018-0388
Exhibit KWSC Sewer I

W¡tness: Stout
212812019

Test Year Test Year

Present Rates Proposed Rates
Jan 1, 201 8 to Jan 1, 201 I to
Dec. 31.2019 Dec,31,2019

$

$
$

$ 792,269

1 10,948 $
681,322 $

48,510 $
78,012 $

126,522

390

12,186

336,226 $
536,602 $

35 709

84,909 $
91,738 $
11

268

20,001

oÃo ÃQo q

323,496 $

(23,688) $
152,247 g

(1 5,006)

1 ,1 63,694 $
289,456 $

90,384 $
142,728 $

1,306,998
325,1 01

101,514
1 60,304

12

1 ,040,973 $ 1 ,084,012 $
333,565 $ 339,684 $

102 908 144 257 257

537 $ 1,376,346 $ 1,477 g 1,542,407 g 't ,721

10
11

12

14

1ô

17
18

19

Non-Residentlal
Business

F¡xed revenues
Metered revenues
Power Cost Charge revenues

subtotal

Other
Miscellaneous Service
Other
Unbìlled Revenue Adjustment

s
$
$

$

$

$

$
$
$

$
$
$

40,485 $
1 38,353 $

40,485
129,208

39

1 $ 172,550 ,583 $ 277,124

$
$

$

$
$
$

687
430

$
$
$

972 $
-$

(13,073) S

849

7.078

$
o

$

20 TOTAL REVENUES

Expenses
Labor Expenses
Fuel & Power
Chemicals
Materials & SuPPlies
Waste/Sludge DlsPosal
Affiliated Charges
Professional and Outs¡de Services
Repairs & lvlaintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses

Miscellaneous & Other ExPenses

Taxes Other than lncome Taxes

Depreciation
Amortization
lncome Taxes

TOTAL EXPENSES

NET TNCOME/(LOSS)

21

22

23
24
25
26

28
29
30
JI

JJ

34

JO

37
c0

39

40

1 59,571
1 62,1 39

2,439
11,951
1,788

60,675
(20,54e)

31 3,306
4,909
1,854

23,219
2,064

62,320
209,224

245,012
1 2ô,893

11,824
12,161

'1,398

06,750
29,261

231,829
3,308
2,203

27,098
24,878

3,820
75,782

214,370

411,674
128,448

1 0,1 89
14,113
2,541

65,281
5,092

40,943
4,360
2,372

23,238
27,698
10,446

109,766
213,624

399,972
1 34,409

90
6,699
3,730

59,241
7,224

65,082
5,025

876
18,547
23,379
7,074

121,852
207,028

360,050
136,492

485,8'10
134,489

3,694
8,966
3,506

55,684
6,219

1 08,633
13,312
5,713

s2,500
25,024

9,588
116,177
553,793

485,8'10
134,489

3,694
8,966
3,50ô

55,684
6,219

'108,633

13,312
5,713

52,500
25,024

9,588
129,436
553,793

$
ê

$
$
$
$
$

$
$
$
$

$
$

$

$
$

$
$
$
$
$
$

$
$
$
$
$
$
s
$
$
$

I

$

$
$
o

$
$
$
$
$
$

$
$
$
$
$
$

4,485
3,747

65,415
5,413

32,371
3,617

997
10,172
20,042

9,780
121,852
207,028

151 209,638 131.517 33,868 84.521

$ 994,910 $ 1,076,588 ç 1,22'l $ 1,269,86ô $ 1, 112.976 $ 1.616,975 $ 1.680.886

s 40.419 $ 313 19$ 436.640S 613 346S 202.555$ 346 300
$

1 7



No.

Kona Water Service Company, Inc. Wastewater Operat¡ons
Revenue Summary

Test Year Ending Decemþer 31, 201 9

2016

Test Year
Present Rates

Jan 1,2018 to
Dec.31.2019

Docket No. 2018-0388
Exhibit KWSC Sewer 8,1

Witness: Stout
212812019

Test Year
Proposed Rates

Jan 1, 2018 to
Dec. 31,2019

Line

I

2014 2015 2017 2018

$

$

I
2
3

4

b
7

Sewer
Residential

Sìnglejam¡ly
Fixed revenue
lvletered Revenue
Power Cost Charge

110,948 $ 336,226 $ 959,539 $ 1,040,973 $ 1,084,012 $

681,322 $ 536,602 $ 323,496 $ 333,565 $ 339,684 $
- $ 35,709 $ 93,311 S 102,908 $ 105,144 $

o

10

11

12
IJ

subtotal

Non-Residential
Business

Fìxed revenue
lVìetered Revenue
Power Cost Charge

subtotal

Other Revenue
lvliscellaneous Servlce
Other
Unbilled Revenue Adjustment

TOTAL

48,5 r 0
78,012

84,909 $
91,738 $

11,553 $

40,485 $
I 38,353 $
42,297 $

$
$

$
$
$

$

$

$

$
$
$

ù
$

$

(23,688) $
152,247 g

43,991 $

40,485 $
129,208 $
39,890 $

972 $
-$

(13,073) $

1,163,694 s
289,456 $
89,257 $

90,384 S

142,728 g

44,012 $

1,306,998
325,101

89,257

721

101,514
1 60,304
44,012

027

14

19

15

16
17

18 tz,isø

268

20,001

687 $
430 S

5,006) $

849 $
-$

7,078 $(1

$
$
$

11 Jto

11 221 134

1007911 oo7$



Line
No.
1 Customer Count / Volumetric measurements

Kona Water Service Company, lnc. Wastewater Operations
Billed Sewer Flows and Customer Counts

Test Year Ending December 31, 201 9

2017

Docket No. 2018-0388
Exhibit KWSC Sewer 8.2

Witness: Stout
2t28t2019

Test Year

2014 2015 2016
Rates

183 187 197 204 206 206 ¿uo

183 187 197 204 206 206 206

171,127 107,174 12,921 12,987 1-4,99? 1?,9?_?_ 1?'6-1_?_- tll lzz lot,tz+ 12,921 12887 14,992 13,633 13

11 11 11 16 16 16

11 11 11 to 16 16

18,347 3.152 7,395 6.326 6.446 6.722 6.722

18,347 a lFA 7,395 6.326 6.446 6,722 6.722

2018 Present
Rates

Proposed

2

4
Ã

6

7
I

Residential
Single Family
No. of customers
subtotal

Billed Sewer Flows [TG]
subtotal

Non-Residential
Business
No. of customers
subtotal

Billed Sewer Flows [TG]
subtotal

Totals
Residential Customers
Non-Residential Customers
Billed Sewer Flows [TG]

183
11

204
16

19,313

206
16

21 ,438

o

10

11

12

13

14

'15

16

17

18 189,47 4

187
11

110,326

197
11

20,316

16

20,356

206
16

20,356

206



Docket No.2018-0388
Exhibit KWSC Sewer 8.3

Witness: Carrasco
2t28t2019

lnflation Year

Kona Water Service Company, lnc. Wastewater Operations
lnflation Factors

Test Year Ending December 31,2019

Percentaqe Notes

2014->2015
2015->2016
2016->2017

1.01%
1.97o/o

2.54%

2.27%

2.84%

2017->2018

2018->2019

References:
2014 -2017 data source:
https://data. bts.gov/pdq/SurveyOutputServlet?data-tool=dropmap&series-id=CUURS49FSA0,CU
US549FSAO
2O1B - 20'19 data source: http://dbedt.hawaii.gov/economic/qser/outlook-economy/

(based on Department of Business,
Economic Development and Tourism
Forecast)
(based on Department of Business,
Economic Development and Tourism
Forecast)



Docket No.2018-0388
Exhibit KWSC Sewer 8.4

Witness: Carrasco
2t28t2019

Kona Water Service Company, lnc. Wastewater Operations
Four Factor Allocations

Test Year Ending December 31, 2019

Line
No.

1

2

4
5

6

7

I

Allocations from Big lsland (Dept 720)

Waikoloa Water (721)
Waikoloa Sewer (722)
Waikoloa Resort Water (723)

Waikoloa Resort Sewer (724)

Waikoloa Resort lrrigat¡on (725)

Kona Water (726)
Kona Sewer (727)

Allocations from Hawaii General Office (790)

Ka'anapali (700)
Pukalani (701)

Waikoloa Water (72'1)

Waikoloa Sewer (722)

Waikoloa Resort Water (723)

Waikoloa Resort Sewer (724)

Waikoloa Resort lrrigation (725)

Kona Water (726)
Kona Sewer (727)

2012 - 2015
19.17o/o

15.14o/o

20.81%
21 .51o/o

0.94%
14.09%
8.34%

1 00.00%

23.67%
6.73%

13.06%
10.46o/o

14.43o/o

14.78%
0.68%

10.15%
6.04%

1 00.00%

201 6

19.11%
14.35o/o

18,66%
24.73%

0.93%
12.59o/o

9.62%
'100.00%

21.51%
6.69%

13.46o/0

10.37%
13.03%
17.74%
0.69%
9.360/o

7.14%
100.00%

15.87o/o

24.68%
42.90o/o

1 6.56%
1 00.00%

2017
18.33%
13.92%
19.14%
25.40o/o

1 .02o/o

14.39%
7.80o/o

100.00%

21.73o/o

6.87%
12.83%
10.02%
13.270/o

18.18o/o

0.75o/o

10.56%
5.80%

1 00.00%

17.22o/o

24.52o/o

45.160k
13.1Oo/o

I 00.00%

2018
19.10%
1 4.48o/o

19.25%
23.59%

0,99%
14.64%
7.94%

1 00.00%

21.67o/o

7 .81o/o

13.25o/o

10.34o/o

13.13o/o

16.60%
0.71%

'10,63%

5.86%
100.00%

2019
19.10%
14.48%
19.25o/o

23.59%
0.99%

14.64%
7.94o/o

'100.00%

21.670/o

7 .81o/o

13.25%
10.34o/o

13.13%
16.60%

O.7 1o/o

10.63%
5.86%

1 00.00%

20.06%
25.00%
41.63%
'13.30%

100,00%

9

10

11

IJ

14

15

to
17
'18

19 Allocations from Wastewater Admin¡strat¡on (796)

20 Pukalani (701)
21 Waikoloa Sewer (722)

22 Waikoloa Resort Sewer (724)

23 Kona Sewer (727)

17.58o/o

27j2%
40.43o/o

1 4 .87 o/o

100.00%

20.06%
25.00%
41.63%
13.30%

100.00%



Docket No.2018-0388
Exhibit KWSC Sewer 8.5

Witness: Carrasco
2t28t2019

Kona Water Service Company, lnc. Wastewater Operations
Labor ExPense

Test Year Ending December 31, 2019

Line
No.

1

2

3 Expenses
4 Payroll:
5 Operating Labor
6 Total Payroll

7 Employee Benefits
I Health Care Benefits (Medical and Dental)

9 Workers Compensation
10 Pension
11 Total Employee Benefits

2014 2015 2016 2017 2018

Test Year
Jan '1 , 2018 to
Dec.31,2019

$ 87,774 $ 119,869 $ 232,035 $ 233,973 $ 213,787 $ 281p18
$ 87,774 $ 119,869 $ 232,035 $ 233,973 $ 213,787 $ 281,958

$

$
$
a

$

4,416 $
2,458 $

42,734 $
2,737 $

90,937 $
10,873 $

94,877 $ 72,858
6,538 $ 3,045

92,449
7,979

12
'1 3

14
15
16

Payroll Taxes
FICA
FUTA
SUTA

Total payroll taxes

50 o72 65 74 724 51

$ 56,946 $ 164,534 $ 153,39r $ 133,378 $ 1

12,409 g 12,541 $ 22,675
95 $ 171$ 180

104 $ 172 $ 980

$ 14,850 $ 14,198 $ 15,105 $ 12,608 $ l2,BB5 $ 23,835

$ 13,296 $ 12,747 $

$ 109$ 105$
$ 1,445 $ 1,346 $

14,730 $
125 $
250 $



Line
No.

I

Kona Water Service Company, lnc. Wastewater Operations
Fuel & Power

Test Year Ending December 31, 2019

2014 2015 2016

Docket No. 2018-0388
Exhibit KWSC Sewer 8.6

Witness: Carrasco
2t2812019

Test Year
Jan 1,20181o

2017 20182 Dec. 31 2019

3 Expenses [$l
4
5

b
7
a

I
10
11

12

26 subtotal

27 Unit Cost [$ / kwh]

Kukio WWTP
Pump Station #1

Pump Station #2
Pump Station #3
Pump Station #4
Pump Station #5
Pump Station #6
Pump Station #7

Kukio WWTP
Pump Station #1

Pump Statìon #2
Pump Station #3
Pump Station #4
Pump Station #5
Pump Station #6
Pump Station #7

$ 130,954 $

$ 2,399 $

$ 1231 $

$ 7,923 $

$ 11,918 $
g 2,525 $

$ 1,953 $

$ 3,236 $

99,680
1,625

831
5,423

10,360
3,167
1,892
5,470

$

$
$
$

$
$
$

$

104,796 $
2,150 $

933 $
7,021 $
9,836 $

3,659 $
2,101 $
5,996 $

99,429 $
2,316 $
'1,006 $
5,594 $

10,069 $

3,393 $
1,796 $
3,289 $

104,403
2,028

868
6,544
9,250
3,398
2,011
5,906

113,273
1,196

180
5,241
7,843
2,537
1,229
1,769

$

$

$
$

$

$
$
$

13 subtotal

14 Fuel for Power Production

15 Total Expense

Units of consumPtion [kWh]

$ 162,139 $ 126,893 $ 128,448 $

$$ $ 23$ $ 2,490 $

134,409

1,148

$ 136,492 $ 133,269

1,220

I

'16

17
18
19
20
21

22
23
24
25

353,300
4,153
1,373

17,191
26,669

4,555
3,093
6,024

334,500
4,734

o-7 q

'14,09'1

24,426
7,863
3,264
4,514

376,600
J,JOO

514
15,090
25,994

7,934
3,885
5,318

367,400
4,030

554
17,523
25,675

8,123
3,973
6,049

349,200
4,149

otz
17,965
24,028

8,428
3,999
5,703

364,400
3,848

580
'16,859

25,232
8,162
3,952
5,690

416,358

$ 03894 $

394,367

0 3218 $

438,7Q1

0.2928

433,327

$ 0.3'102 $

414,144

0.3296 $

428,724

0.3108

I492$ 128 448139



Docket No.2018-0388
Exhibit KWSC Sewer 8.7

Witness: Carrasco
212812019

Line
No.
1 Power Cost [$]
2 Bìlled Sewer Flows [TG]
3 Power Cost Charge [$ / TGI

4 Adopted Revenue Tax Factor
5 Power Cost Charge Revenue

Kona Water Service Company, lnc. Wastewater Operations
Power Cost Charge

Test Year Ending December 31, 2019

133,269
20,356

6.1540
6.385%

133,269

$

$

$



Line
No.

Kona Water Service Company, lnc. Wastewater Operations
Chemicals

Test Year Ending December 31,2019

2014 2015 2016 2017

Docket No. 20'18-0388
Exhibit KWSC Sewer 8.8

Witness: Carrasco
2t2812019

2018

Test Year
Jan 'l , 2018 to

1 Description Dec. 31 2019

2 Chemicals
3 subtotal

4 ln 2019 Dollars
5 Chemicals
6 Total

2 I 11 824 10 189 90

94

0 426

$ 3,694
3,694

710 $ 13 003 $ 10 989 $ g+

2 71 13,003 1

90$10 '1899 $ 11,824



Line
No.

Kona Water Service Company, lnc. Wastewater Operations
Materials & SuPPlies

Test Year Ending December 31, 2019

2015

Docket No. 2018-0388
Exhibit KWSC Sewer 8.9

Witness: Carrasco
2t28t2019

Test Year
Jan l, 2018 to

2016 2017 20181 Descript¡on

2 Direct Charge to KWSC Sewer
3 Treatment and Disposal
4 Water Treatment and Water Quality
5 Transmission & Dlstribution
6 Collection
7 Pumping
I subtotal

9 Allocated From Hawaii Water to KWSC Sewer
10 Treatment and Disposal
11 Water Treatment and Water Quality
12 Transmission & Distribution
13 Collection
14 Pumping
15 subtotal

Direct and Allocated Professtonal &

'o ortride services
17 Treatment and DìsPosal

18 Water Treatment and Water Quality
19 Transmission & Dlstribution
20 Collection
21 Pumping
22 subtotal

23 ìn 2019 Dollars
24 Treatment and DìsPosal

25 Water Treatment and Water Quality
26 Transmission & Distribution
27 Collection
28 Pumping
29 Toial

9,553 9,572

1 ,153

bJJ

,951 $ 12,161 $ 14,113

13 56 14

2014 Dec. 31 2019

$

$

$

$

44

$

$

$

$

$

$
.Þ

$

$
$

$

$
$

13,479 5,891 r,866 7,079

2 619 354

4,485 $ 8,432

7.083

7,555

$

$
Þ

$
808
699b

$

$

$
$

ü

$
$

$

$

$
$
$

$

$

$
$

$

$

$

$

$

$

$

$

$

$

ü

$

$

$
$

$

5

b
$

$

5

$

10

23

9,566

44

9,628

1,153

J

$ 14$ 5

$

$
$

$

$

$

$

ü

$

$

$

$

2 JbÐ

$ 11,975 $ 12,219

10,626 10,587

1,26849

581

13,493 5.891 '1 ,866

633 814 '19

14 126 ,704 $ 4,485 $

14,552 6,'196 1 ,919

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$
$

$

$

$
$

$
683 856 2 11

8 966411 $71 $ 13



Line
No.

Kona Water Service Company, lnc. Wastewater Operations
Waste/Sludge DisPosal

Test Year Ending December 31,2019

2014 2015 2016

Docket No. 2018-0388
Exhibit KWSC Sewer 8.10

Witness: Carrasco
212812019

2018

Test Year
Jan 1, 2018 to'l Description

2 Sludge Removal
3 subtotal

4 ln 2019 Dollars
5 Sludge Removal
6 Total

2017
Dec. 31 2019

788$ I I $ 3,730 747

$ 1,788 $ 1,398 2,541 $ 3,730$ 3,747

853

3 339
3,339

3 506
3.506

$1 987
987

538$ 2 741 3 923 $1

538 2 741 3 923



Docket No. 2018-0388
Exhibit KWSC Sewer 8.1 1

Witness: Carrasco
212812019

Kona Water Service Company, lnc. Wastewater Operations
Affilìated Charges

Test Year Ending December 31, 2019

No

1 Descr¡ption

Line

2 PubCo

3 Total

4 Allocated to Hawail Water Service Co

5 PubCo

6 PubCo Allocation
7 Adjustment for Account 791000

8 Allocation

2014 2015 2016 2017 2018

Test Year
Jan 1,2018to
Dec. 3 1 2019

55

$ 1,004,551 $ 1,105,133 $ 913,790 $ 1,021,249 $ 1,115,378 $ 1,0',16,806

$ 60,675 $ 66,750 $ 65,281 $ 59,241 $ 65,415 $ 55,684

$

$
ê

60,675 $ 66,750 $
(3,440) $ (5,707) $
57,235 $ 61,043 $

65,281 $ 59,241 $ 65,415 $
(4,734) $ (3,381) $ (3,734) $

60,547 $ 55,8s9 $ 61,681 $

59,634
(3,9s0)
55,684

281



Lìne
No.

Kona Water Service Company, lnc. Wastewater Operations
Professional and Outside Services

Test Year Ending December 31, 201 9

2014 2015 2016

Docket No.2018-0388
Exhibit KWSC Sewer 8,12

Witness: Carrasco
212812019

2018

Test Year
Jan 1, 2018 to
Dec.31,201920171 Description

2 Direct Charge to KWSC Sewer
3 Legal Expense
4 Other Outside Services
5 Training Consultants
6 subtotal

7 Allocated From Hawaii Water to KWSC Sewer

B Legal Expense
I Other Outside Services
10 Training Consultants
11 Auditors and Consultants
12 subtotal

Direct and Allocated Professional

't & ortside services
14 Legal Expense
15 Other Outside Services
16 Training Consultants
17 Auditors and Consultants
1B subtotal

19 ln 2019 Dollars
20 Legal Expense
21 Other Outside Services
22 TrainingConsultants
23 Auditors and Consultants
24 Íolal

2,859 6,308 3,834

$ (24,756) 26,558$ 2,859$ 6,308

$

$
$

$

$

-$
(24,756) $

1,363
2,843

$ 4,206

1,363 $
(2r,sr2) $

-$

1,514
(24,341)

7,294 $
19,264 $

8,230
20,357

9,050
22,387

741

$

$

$

$

$

$

$

$

$

$

$

$

$

$

4,3_34

1,090
486

1,576

I,090
4,820

$ 4,334

$

$

$

$

$

$
$

$

$

$

$

$

$
$

$

$

$

$

876
40

$
$

$

936
093

673

1,780
453

$

$

$

613
966

613
4.800

$ 5,413 $

630
4,937

ç 2,702 $ 2,233 $ 916 $ 1,579

673

$

$

$

$

$
$

$
$

$

$

1,780
3,312

1,920
3,572

876
6,348

$

$

$

$

$

$

$ (20,54e) 261 $ 5,092 7 5, 10

$

$

$

$

$

$

$

921
O,þ ¡/ þ

1,157
5,062

7 6$$ 7 598177$3



No
Line

1 Description

Kona Water Service Company, lnc. Wastewater Operations
Repairs & Maintenance

Test Year Ending December 31 , 201 I

2014 2015 201 6

Docket No. 2018-0388
Exh¡bit KWSC Sewer 8.13

Witness: Carrasco
212812019

Test Year
Jan 1, 2018 to
Dec.31.20192017 2Q18

2
3

4

6

7
I
I
I
10

11

Direct Charge to KWSC Sewer
Source of Supply
Pumping
Treatment and Disposal
Transmission & Distriþution
A&G
l\¡ileage
less chemicals
less materials & suppl¡es
ìess waste disposal
subtotal

$
$
$
$

$
$

$

'19,783

287,212
1,842

865
13,637
(2,43e)

(1 1,s51)

307,1 60

5,425
31,1 54

476
1,129

'19,063

(1 0,1 8e)
(1 4,1 1 3)

29,184
17,497

1 ,360
261

18,617
(s0)

(6,6e9)

4,291
9,569

'166

12,966
19,407

667
463

17,567
(3,426)
(8,432)

19,460
204,293

3,071
3,848

21,304
(11,8?4)
(12,161)

226,593

29$
273 $
746 $

'1 ,955 $
2,038 $

255 $

15,021

8,682 $ 1 1,556

$
$

$
$
$

$ (4,48s)

$ 1 0,540

30,404

47
113

¿,toó
1,902
5,724

5,901
33,721

3,499
3,269

26,732
(1 0,e8e)
(1 5,235)

(2,741)

$ 35,873

259

4
'1 3,1 31
'19,675

3,322
2,371

22,833
(3,426)
(8,438)

46,132

12 Allocated From Hawaii Water to KWSC Sewer
'13 Source of Supply
14 Pumpìng
15 Treatment and Disposal
16 Transmission & Distribution
,17 A&G
18 l\¡ileage
19 less materìals & supplies
20 subtotal

21 Direct and Allocated Repairs & lvla¡ntenance

22 Source of Supply
23 Pumping
24 Treatment and Dlsposal
25 Transmission & Distribut¡on
26 A&G
27 lvlileage
28 less chemicals
29 less materìals & supplies
30 Iess waste disposal
31 subtotal

32 ln 20'19 Dollars
33 Source of Supply
34 Pumping
35 Treatment and Disposaì
36 Transmission & Distr¡bution

38 l\¡ileage
39 less chemicals
40 less materials & suPPlies

4'1 less waste disposal
42 Effluent disposal feasbility study
43 Total

11

307
240

1 ,774
1,623
4,732

2$
140 $
452 $

3,422 g

2,1 99 $
5,342 $

4
164
¿oö

2,655
1,908
5,266

$
$

$
$
$
$
$

225 g

439 $
1,402 $
1,962 $
'1 ,970 $

172 $

$
$
$

$
$
$
$

$ 6,146

225 $
20,222 $

288,6'14 $
3,803 $
2,835 $

1 3.809 $
(2,439) $

(1 1,e7s) $

31 3,306

29$
19,733 $

205,039 $
5,025 $
5,886 $

21,558 $
(11,824) $
(12,21e) $

5,472
31,267

3,244
3,031

24,787
(1 0,1 8e)
(14,126)

11 $
29,490 $
17,737 $
3,135 $
1,884 $

23,349 $
(e0) $

(6,704) $

2
4,431

10,o21
3,588
2,1 99

20,363

$

$
$
$
$
$

$

$
$

(4,485)

$ 40.943 $ 65,082

$ 250$
$ 22,464 $
$ 320,602 $
$ 4,225 $
$ 3,149 $

$ I 5,340 $
$ (2,710) $

$ (13,302) $
$ (1,e87) $

32
21,701

225,479
J, CZO

6,473
23,707

(1 3,003)
(1 3,437)

(1 ,538)

12$
31,017 $
18,656 $
3,297 $
1,981 $

24,558 $
(e4) I

(7,051) $
(3,e23) $

2
4,556

10,305
3,689
2,261

20,941

5

13,825
20,894

3,495
2,504

24,077
(3,6e4)
(8,e66)
(3,506)

$
$
$
$
$
$
$
$
$
$

(4,612)
(3,853)

$
$
$
$

$
$
$
$ 000

1$3



Line

Kona Water Service Company, lnc. Wastewater Operations
Rents

Test Year Ending December 31,2019

2014 2015 2016 2017

Docket No. 2018-0388
Exhibit KWSC Sewer 8.14

Witness: Carrasco
2t28t2019

2018

Test Year
Jan 1, 2018 to

No.

1 Description Dec. 31 2019

2 Waikoloa Office and BaseYard
3 Total

Waikoloa General Office Rent
Expense (201 9)

Waikoloa Baseyard Rent
Expense (2019)
4-Factor Allocation to KWSC
Sewer
Total ((4 + 5) x 6)

$ 4,909 308 $ 360$ 5 025 3 617 $ ',l 3,312

909 360 5 025 3 617 312

$ 60,980

s 19,229

16.60%

$ 13,312

308

4

5

b

7



Docket No, 2018-0388
Exh¡bit KWSC Sewer 8,15

Witnesst Carrasco
2128t2019

No.
L¡ne

1 Description

2 Direct Charge to KWSC Sewer
3 L¡abil¡ty lnsurance - General, Auto, Umbrella, and etc
4 subtotal

5 Allocated From Hawaii Water to KWSC Sewer
ô Liabilìty lnsurance - General, Auto, Umbrella, and etc
7 subtotal

I D¡rect and Allocated lnsurance
I Liability lnsurance - General, Auto, Umbrella, and etc
10 Total

Kona Water Service Company, lnc. Wastewater Operations
lnsurance Expenses

Test Year Ending December 31 , 201 9

2014 2015 201 6 2017 2014

Test Year
Jan 1, 2018 to
Dec. 31 2019

see (1 ) below

5.86%
5,713

$192$382$288$204$
s 192$ 382$ 288$ 204$

$ 1,662 $ 1,821

2 876 $

$

$ 997

997

997

$

3

11

12
13
14

(.1) Tesl year expense based on Marsh lnsurance quotation and allocated to KWSC Sewer us¡ng a four-factor allocation methodology

Total Company lns. Quole g 3J42321
4-factor allocation to Hawai¡ 3.1oo/o

4-factor allocation to KWSC Sewer
Total(12x13x14)



Kona Water Service Company, lnc. Wastewater Operations
Regulatory ExPenses

Test Year Ending December 31,2019

PREPARATION AND FILI NG

Docket No.2018-0388
Exhibit KWSC Sewer 8.16

Witness: Carrasco
2t28t2019

Test
Year

1 6,500

16,500

'130,000

7,500

137,500

20,000
5,000

25,000

18,500
12,500
31,000

210,000

4

Line No.
I
2
ó

4
5

6
7

I
I
10
11

12
13
14
15
16
17
18

19
20

21

22
23
24
25
26
27
28
29

Description

Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

DISCOVERY AND SETTLEMENT
Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

HEARINGS AND BRIEFING
Rate case consulting
Accounting
Engineering
Other

Legal
Travel
Other non-labor

subotal

STUDIES
Cost of Service
Depreciation
subotal

Total

Amortization Period

$
$

$
$
$

$
$

$
$

$
$

$
$
$

$

$

$

$
$

$
$

30
31

32
33

34

35

36

$
$
$

$

$ 52,500Test Year expense (Ln30/Ln31)



Kona Water Service Company, lnc. Wastewater Operations
Regulatory Expenses

Test Year Ending December 31, 2019

2014 2015 2016 2017

Docket No. 2018-0388
Exhibit KWSC Sewer 8.'1 7

Witness: Carrasco
2t28t2019

2018

Test Year
Jan 1, 201 8 to
Dec. 31, 201 9

1 Description

2 Direct Charge to KWSC Sewer
3 Regulatory Expense
4 subtotal

5 Allocated From Hawaii Water to KWSC Sewer
6 Regulatory Expense
7 subtotal

Line
No.

()

9
10

$ $ 25,705 $ 18,423 $ 18,423 $ 10J72 $

$ $ 25,705 $ 18,423 $ 18,423 $ 10J72 $

$

$

J 815 1244

$ 1,393 $ 4,815 $ 124 $ Þ

Direct and Allocated Regulatory
Regulatory Expense
Total

$ $ 27,098 $ 23,238 $ 18,547 g 10,172 $ 52,500



Line
No.

1 Description

2 Dìrect Charge to KWSC Sewer
3 Office Supplies
4 Misc G&A
5 subtotal

6 Allocated From Hawa¡i Water to KWSC Sewer
7 Office Suppl¡es
8 Misc G&A
I subtotal

Kona Water Service Company, lnc. Wastewater Operations
General & Administrative Expenses

Test Year Endìng Decembet 31,2019

2014 2015 2016 2017 201 I

$ 8,077 $
182 $

Docket No.2018-0388
Exhibit KWSC Sewer 8,1 8

Witness: Carrasco
2t28t2019

Test Year
Jan 1, 2018 to
Dec. 31 2019

8,986 $
-$

10,999 $

4,893 $

12.520 S

12,648 $

2,481 $

8,894
220

$ 6,2_16

89
9,299

1 1 ,0s2 $ 11 ,872
2,775 $ 2,535

$ 9,210

8,259 $ 8,986 $ 12,568 $ 9,1 14 $ 6,216

$

$

8,922 $

6,038 $

'1 1 ,916 $
2,349 $

$ 14,960 $ 15,892 $ 15,129 $ 14,265 $ 13,826 $ 14,407

16,999$19,985$25,168 20,810 17.268
10

11
4)
tc

Direct and Allocated General & Adminsitrative
Office Supplies
M¡sc G&A
Total General & Admin¡strative

21.082
219 93 2 529 775 624

6 23,219 $ 24,878 $ 27,698 23,379S20,042$23,706

$

$

$

$
$

$

$

$

o 4

$

$ 2

14 ln 2019 Dollars
15 Office Supplies
16 Misc G&A
17 Total

$ 18,883
9

$

$

21,978$27,143521 887
702

$

$

17,758
tbJ0 I 728 2

792 87$227 358



Docket No. 201 8-0388
Exhibit KWSC Sewer 8.19

Witness: Carrasco
2t28t2019

Kona Water Service Company, lnc. Wastewater Operat¡ons
Customer Accounts Expenses

Test Year Ending December 31, 201 9

No
Line

1 Description

2 Direct Charge to KWSC Sewer
3 Customer Accounts
4 subtotal

5 Allocated From Hawaii Water to KWSC Sewer
6 Customer Accounts
7 subtotal

2014 2015 2016 2017 201 8

Test Year
Jan 1, 201 8 to
Dec. 31 2019

$ (16)$(2,214)$ $ (38e)$ 1,333$ 315
($16)$(2,214)$ $ (38e) $ 1,333$ 315

$ 2,080 $ 6,034 $ 10,446 $ 7,463 $ 8,447 $ 8,785

$ 2,080 $ 6,034 $ 10,446 $ 7,463 $ 8,447 $ 8,785

$ 2,064 $ 3,820 $ 10,446 $ 7,074 $ 9,780 $ 9,100

$ 2,064 $ 3,820 $ 10,446 $ 7,074 $ 9,780 $ 9,100

8
o

10

Dìrect and Allocated Customer Accounts
Customer Accounts
Total Customer Accounts

ln 2019 Dollars
Customer Accounts
Total

11

12
11

2 3
ql 7 10 058 588

588

o



Kona Water Service Company, lnc. Wastewater Operations
Taxes Other Than lncome Taxes

Test Year Ending December 31, 2019

Taxes at
Present
Rates

Docket No. 2018-0388
Exhibit KWSC Sewer 8.20

Witness: Stout
2t2812019

Taxes at
Proposed
Rates

Line
No.

1

2

3

4
5

o

Revenues at
Present
Rates

Revenues at
Proposed
Rates

Tax
RatesRevenue Taxes

Public Company Service Tax
(Pursuant to HRS S 239)

Public Utility Fee
(Purusant to HRS S 269-30)

Total Revenue Taxes

10 Total Taxes Other Than lncome Taxes

$ 1 ,819,531 $ 2,027,187 5.885% $ 107,079 $ 119,300

7

I
o

$ 1,819,531 $ 2,027 ,187 0.500% $ 9,098 $ 10,136

$ 116,177 $ 129,436

$ 116.177 $l 4?6



Kona Water Service Company, lnc. Wastewater Operations
lncome Tax ExPense

Test Year Ending December 3'1 , 2019

At
Present
Rates

$ 1,819,531

$ 913,137
$ 553,793
$
$ 116,177
$ 1 ,583,'107

$ 236,424

$ 55,295

$ 181,129

Docket No.2018-0388
Exhibit KWSC Sewer 8.21

Witness: Stout
2t2812019

At
Proposed

Rates
g 2,027,187

913,137
553,793

129,436
1,596,366

430,821

55,295

375,526

22.507%
1.908%

21.0000%

No
Line

1 Total Revenues

2 Total Operations & Maintenance Expenses
3 Depreciation
4 Amortization
5 Taxes Other than lncome Taxes
6 Total Operating Expenses

7 Operating lncome before lncome Taxes

8 lnterest Expenses

9 State taxable lncome

$

$
$
$

$

$

$

$

Less

10
11

12
13

State income Tax
less than $25K
Over $25K, but less than $100K
Over $'100K
Less Hawaii CaPital Goods
Excise Tax Credit

'l 5 Federal taxable income

1,100
4,050
5,192

(15,61e)

'1,'100

4,050
17,634

(15,61e)

Tax Rates
4.4000%
5A000%
6.4000%

21 .0o/o

$
$
$

$

$

$
$

$

$14

18 Total Federal and State income taxes

16
17

19
20
21

Federal income tax
Over $1

Effective Tax Rate
State
Federal

$

$

$

$

'186,406 $ 368,362

39,1 45 77,356

33,868 84,521

18.699%
-2.913%

21.0000%



Docket No.20'18-0388
Exhibit KWSC Sewer 9

Witness: Stout
2t28t2019

Kona Water Service Company, lnc. Wastewater Operations
Results of Operations for Recorded 2018 at Present and Proposed Rates

Test Year Ending December 3'l , 2019

Line
No.

1

2

3

4 Residential
5 Non-Residential
6 Power Cost Charge
7 Total Operating Revenues

(1) (2) (3)
Pro Forma for Year Ended December 31 ,2017
Present Proposed ProPosed
Rates lncrease Rates (7.48%)

$

$
$

1,423,696
169,693

$

$
$

240,802
85,534

(1 3,1 05)

$
$

$

8

I
10
11

12
13

14
15
'16

17
'18

19
20

Labor Expenses
Fuel & Power
Chemicals
Materials & Supplies
Waste/Sludge DisPosal
Affiliated Charges
Professional and Outside Services
Repairs & Maintenace
Rental Expenses
lnsurance Expenses
Regulatory Expenses
General & Administrative Expenses
Customer Accounts ExPenses

145 034

$ 1,738,423 $ 313,231

360,050
136,492

4,485
3,747

65,415
5,413

32,371
3,617

997
10,172
20,042

9,780

652,579

121,852
207,028

131,517 85,825

$

$
$
$
$
$

$

$
$
$
$

$
$

$
$
$

$

$

$
$

$

$

$
$
$

$

$

$
$

$

$
$
$

$
$
$
$

$
$

1,664,498
255,226
13'l 929

2,051,654

360,050
136,492

4,485
3,747

65,415
5,413

32,371
3,617

997
10,172
20,042

9,780

21 Total O&M Expenses

22 Taxes Other than lncome Taxes
23 Depreciation
24 Amortization
25 lncome Taxes
26 Diff. due to changing factors
27 Total Operating ExPenses

28 Operating lncome

29 Average Rate Base

30 Return on Rate Base

$
$

$

$

$

$

$

$

$
$

$

$
$
$

$

$

652,579

121,852
207,028

217,342

$ 1,1 12,976

$ azs,+ql

$ 85,825

$ 227,406

$

$ 1,198,801

$ 852,853

$ 4,629,687$ 4,629 ,687

13.51o/o 18.42o/o



HAWAII WATER SERVICE COMPANY
PROJECTED RATE OF RETURN

Docket No. 2018-0388
Exhibit KWSC Sewer 10

Witness: Stout
2t28t2019

RATE OF
RETURN

PRO FORMA AVERAGE CAPITAL
AMOUNT RATIO EFF. RATE

Line
No.

1

2
3

4
5

6
7

Estimated Averaoe Rate of Return 2019
Long-Term Debt
Common Stock

$ 2,157,434
2,472,253

46.6%
53¿%

5.50%
9.20%

2.560/o

4.91%
4,629,687 100.00% 7.48%



Line
No.

1 Revenue Requirement

Kona Water Service Company, lnc. Wastewater Operations
Phase-in Schedule

Test Year Ending December 31, 201 9

Present Rates lncremental Rates

$ 1,819,531 $ 207,656 $ 2,027 ,187

Docket No. 2018-0388
Exhibit KWSC Sewer 11

Witness: Stout
2t2812019

7o lncrease

11.4%2 No Phase-in
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1 WEST HAWAII UTILITY COMPANY GENERAL RATE CASE

2 DIRECT TESTIMONY OF ROBERT STOUT

J

4 Introduction

5 Q. Please state your name, position, and business address.

6 A. My name is Robert Stout. I am the Accounting Manager of Hawaii Water Service

7 Company, Inc. ("Hawaii Water"). My business mailing address is P. O. Box 384809, Waikoloa,

8 Hawaii,96738.

9

t0

11

12

t3

t4

15

16

l7

18

T9

20

2t

22

23

24

25

26

27

28

a. Please summarize your educational background and professional experience.

A. I hold a Bachelor of Science Degree in Finance from California State University, Chico.

I spent 25 yearc in the hospitality industry, the final seven as Controller of a Hawaii Island

Resort. I have ten years with Hawaii Water and have served as the Accounting Manager since

January of2013.

a. What is the purpose of your testimony in this proceeding?

A. The purpose of my testimony in this proceeding is to explain the details of the revenue

requirements for Kona Water Service Company ("KWSC") for the test year beginning January l,
2019 and ending December 31,2019. Additionally, I will address sales and revenue estimates,

estimates of certain expenses, calculation of rate base, rate of return, proposed tariff revisions,

the cost of service studies, and the proposed rate design for KWSC.

a. Please summarize the financial exhibits supporting this application.

A. Exhibit KWSC-2 Schedule D shows the20l7 balance sheet and income statement as of

December 3I,2017 as reported to the Hawaii Public Utilities Commission (the "Commission")

in KWSC's annual reports. Exhibit KWSC-2 Schedule E shows KWSC's balance sheet and

income statement as of June 30, 2018. The other financial exhibits supporting the Application

are listed in Section V of the Application.

1
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a. Please explain the use of Unaudited Financial Statements.

A. KWSC requests that the Commission waive the requirement to provide audited financial

statements. The Commission granted this request in Hawaii Water's most recent general rate

case filings for West Hawaii Utility Company (ooWHUC"), West Hawaii Sewer Company

("WHSC"), and West Hawaii Water Company ("WHWC") (collectively, the "Waikoloa

Utilities").1 In the most recent rate case filing for KWSC, the same request was made and the

waiver was granted.2 The estimated cost to hire a third party to perform an audit is at least

$220,000. This would be an undue burden to the ratepayers. A copy of an estimate for an

independent audit of KWSC from Deloitte & Touche, California Water Service Group's

("CWSG") auditor is attached as Exhibit KWSC-T-101. CWSG, Hawaii Water's parent

company, has audited financial statements, which include all of its subsidiaries. A copy of

CWSG's latest audited statement is included in CWSG's Form 10K, which is located on

CWSG's website.3 Also included in this application are the consolidated revenue requirement

and rate base for KWSC.4

Revenue Requirement

a. Please describe the summary of earnings.

A. The summary of earnings exhibit for each division shows the revenue requirement and

rate of return summary at present and proposed rates for the test year ending December 31,

20Ig.s These exhibits show all of the expense categories estimated in the work papers, the

average rate base for the test year, and the rate of return at present and proposed rates. Most of

the expenses and capital additions are described in detail in Mr. Carrasco's and Mr. Green's

testimonies. My testimony addresses the calculation of the revenue requirement, test year

revenue estimates, certain expense estimates, calculation of rate base, capital structure, and rate

of return.

I 
See Docket Nos. 2017-0350 (WHUC), 2017-0449 (WHSC), and2017-0450 (WHWC).

2 
See Order No. 32453 Regarding Kona Water Service Company Inc.'s Complete Application and Other Initial

Matters filed on November 13,2014 in Docket No. 2013-0375.
3 http://ir.salwatergroup.con/Investor-Relations/Financial-Reoorts/SEC-Filings
a 

See Exhibits KWSC 3 and KWSC 4.
t The su--ary of earnings exhibits for each division are listed in Table 101 below.

2
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I Q. What are the total revenue requirements that KWSC is requesting for the test year?

2 A. The following table summarizes revenue at present rates, incremental increases, revenue

3 at proposed rates and the requested percentage increases for KWSC's water and sewer operations

4 in the test year beginning January 1,2019 and ending December 31,2019:

Division Revenue at
Present Rates

Incremental
Revenue at

Proposed Rates
%

Exhibit Reference
Increase

KWSCWater $ 3,528,828 $ 452,560 $ 3,981,387 12.8% ExhibitKwscWater6
KWSC Sewer $ 1,819,531 $ 207,656 $ 2,027,187 ll.4% Exhibit KWSC Sewer 6

5 Table 101. Test Year Revenue Requirements.

6

7 Detalls of revenue requirements for each division can be found in the corresponding Exhibits

8 listed in the table above.

9

l0 Test Year Revenues

1l a. Please describe how revenues were estimated at present and proposed rates.

12 A. Revenue for KWSC consists of three components: fixed revenue, metered revenue, and

13 power cost charge ("PCC") revenue. Fixed revenue at present rates is calculated using the

14 currently approved fixed rate for each meter size, multiplied by the estimated customer count in

15 the respective customer class for the test year. Metered revenue at present rates is calculated

16 using the currently approved quantity rate for each usage block, multiplied by the estimated

17 water consumption for each usage block in the respective customer class for the test year.6 PCC

18 revenue is calculated using the division's corresponding PCC formula multiplied by the

19 estimated water consumption in the respective customer class for the test year. The following

20 table summaizes revenue at present rates by component for KWSC:

Division Fixed Revenue Metered Revenue PCC Revenue Total Exhibit Reference

KWSC Water

KWSC Sewer

2t

$

$

83,784 8 2,276,945 $ 1,169,199 $3,529,929
1,254,078 $ +32,194 $ 133,269 $1,919,530

Table 102. Revenue at Present Rates.

Exhibit KWSC Water 8.1

Exhibit KWSC Sewer 8.1

6 For KWSC's sewer operations, business customers with water meters less than one inch and residential customers
are charged a quantity rate based on their metered water use up to seven thousand gallons per month. Business
customers with water meters greater than one inch are charged 40Yo of their metered potable water use.

aJ



1 Details of revenue at present and proposed rates for each division can be found in the

2 corresponding Exhibits listed in the table above. Fixed revenue at proposed rates is calculated

3 using proposed rates, multiplied by the estimated customer count for the test year. Metered

4 revenue at proposed rates is calculated using proposed rates, multiplied by the estimated water

5 consumption in the test year. Finally, PCC revenue is calculated using the division's

6 corresponding PCC formula multiplied by the estimated water consumption for the test year.

7
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Sales. Services. and Production

a. Please discuss the Exhibits in which recorded and forecasted customer counts are

shown.

A. Exhibits KWSC Water 8.3 and KWSC Sewer 8.2 show the recorded customer counts by

customer class. The Exhibits also show the forecasted customer counts by customer class in the

test year.

a. How were customer counts estimated for the test year?

A. Generally, customer counts for the test year were estimated by using the actual 2018

customer count as of June 30,2018. KWSC has observed relatively steady customer counts in

most customer classes and believes the recorded 2018 customer counts are a reasonable forecast

for customer counts in the test year. The 2018 customer count will be updated when the

recorded 2Ol8 data is available and the test year forecast will be updated accordingly. The

following table summaizes customer counts by customer class for KWSC forecasted for the test

ysar:

8

9

10

1l

t2

13

I4

15

t6

t7

18

I9

20

2t

22

Division Residential
Non-Residential

Business Irrigation
Total Exhibit Reference

KWSC Water 220 26 4 246 Exhibit KWSC Water 8.3

KWSC Sewer 206 16 0 222 Exhibit KWSC Sewer 8.2

23 Table 103. Customer Count.

24

25 Details of customer counts for each division can be found in the corresponding Exhibits listed in

26 the table above.

4
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1 Q. IIow were water sales and billed sewer flows forecasted for the test year?
2 A. "Water sales" is defined as water sold to customers measured in thousands of gallons

3 ("TG") and is applicable to KWSC Water. "Billed sewer flows" is defined as the amount of
4 potable metered water use that is used as a proxy for sewer flows and this is also measured in
5 TG. The flows are applicable to KWSC Sewer. Both water sales and billed sewer flows were
6 estimatedusingathree-yearaverageofrecordeddatafrom 2016to2018. Sinceonlythefirstsix
7 months of 2018 were available when the application was prepared, the 2018 figures are

8 annualized- These figures will be updated with data through the end of 2018 once it is available.

9 The following table summaizes water sales and billed sewer flows in TG by customer class for
10 KWSC forecasted for the test year:

Division Residential
Non-Residential

Business Irrigation
Total Exhibit Reference

11

T2

13

l4

15

I6

t7

18

t9

20

2l

22

23

24

25

26

KWSC Water 179,159 23,389 8,975 2tI,5Z3 Exhibit KWSC Water g.2
Kwsc sewer 13,633 6,722 0 20,356 Exhibit Kwsc Sewer g.2

Table 104. Water Sales and Billed Sewer Flows in Thousands of Gallons.

Details of water sales and billed sewer flows for each division can be found in the corresponding

Exhibits listed in the table above.

Expense Estimates

a. which expense estimates are you testifying to in this proceeding?

A' I am testifying on the expense allocation methodology, depreciation expenses, and

income taxes.

Four-factor Allocation

a. Please explain which expenses are allocated from Hawaii Water to KWSC.
A. Hawaii Water has several operating units and subsidiaries: Waikoloa Village Water and

Sewer, Waikoloa Resort Water, Sewer and Irrigation, Pukalani Wastewater, Ka'anapali Water,

and Kona Water and Sewer. Hawaii Water incurs certain expenses which apply to more than

one of its operating units, which are allocated among the various operating units. These

5
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expenses include payroll, rent, insurance, and employee benefits. The details of these expenses

are discussed in the testimony of Anthony Carrasco (Exhibit KWSC-T-200).

a. Why must these expenses be allocated?

A. When employees are engaged in directly supporting a specific operating unit, they charge

their time directly to the appropriate operating unit. For example, when Hawaii Water

employees perform work on the Ka'anapali water system, the employees charge their time

directly to the Ka'anapali operating unit (Dept. 700). However, certain other expenses benefit

more than one operating unit. These expenses must be allocated to the operating units to which

they apply.

a. Can you explain how charges for expense for the different ratemaking areas are

allocated?

A. The payroll for the positions assigned to Hawaii Water's General Office department

(Dept. 790), as well as indirect expense charges, are allocated to the two operations departments

on Maui (Ka'anapali and Pukalani) and seven departments on the Big Island (Waikoloa Water,

Waikoloa Wastewater, Waikoloa Resort Water, Waikoloa Resort Wastewater, Waikoloa Resort

Irrigation, Kona Water, and Kona Wastewater) based on a four-factor methodology. Payroll for

the positions dedicated to Hawaii Water's Maui operations (Dept. 710), as well as indirect labor

and expenses, are allocated between the two Maui departments as determined by the four-factor

method. Similarly, the payroll for the positions dedicated to Hawaii Water's Big Island

operations (Dept. 720), as well as indirect labor and expenses, are allocated between the seven

Big Island departments as determined by the four-factor method. Finally, payroll for Hawaii

Water's Wastewater Administration (Dept.796), as well as indirect expense charges, are

allocated to Hawaii Water's wastewater systems.

Additionally, there are charges allocated from California Water Service Company ("Cal

Water") to the four regulated subsidiaries it provides service to: Cal Water districts, Hawaii

Water, Washington Water Service Company, and New Mexico Water Service Company. These

charges are applied to Hawaii Water's General Office. Details of this allocation are included in

the direct testimony of Anthony Carrasco.

6
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a. Please describe the four-factor methodology and the rationale for using it.

A. Hawaii Water uses an internal four-factor methodology to allocate general operations

costs among its regulated utility companies. The four factors used to determine the allocation

include the number of customer equivalents, gross plant in service, direct operations and

maintenance expenses, and direct gross payroll. Customer equivalents are used because of the

correlation between the number of customers in a system, and the billing and service costs

associated with those customers. This is also a good indicator of the size of the system. Plant in

service is used because many general costs are related to the level of capital investment used in a

system and there is a general relationship between the amount of this capital investment and the

general costs allocated to effectively operate that infrastructure. Additionally, direct operation

and maintenance expenses are also good indicators of the size of the system. Finally, direct

gross payroll is used because it represents the number of employees working in the system that

are served by various general office departments. These four factors can vary between systems,

but by not equally weighting all four, individual systems are not penalized in their general

allocation for any one factor that is higher than the other systems.

a. Is Hawaii Water proposing to revise the four-factor allocations to its operating units

in this proceeding?

A. Yes. As explained above, there are several factors that affect the allocation to Hawaii

Water's operating units. These factors change from time to time. In this proceeding, Hawaii

Water revised the four-factor allocations from its General Office, Maui Operation, and

Wastewater Administration to its operating units. Hawaii Water used the same methodology it

has used in the past to calculate the four-factor allocation. The following table shows the test

year four-factor allocations to KWSC from Hawaii Water and Big Island operations,

respectivelyT:

t The 20t8 four-factor allocations are used for the test year. The factors for 2019 will be used once they are

available.

7
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Exhibit ReferenceDivision Big Island
(720\

KWSC Water

KWSC Sewer

10.630/o

5.86%

14.64% 0.00% Exhibit KWSC Water 8.5

7.94% 1330% Exhibit KWSC Sewer 8.4

Table 105. Four-factor Allocations.2

J

4

5

6

7

8

9

10

11

T2

13

l4

15

16

t7

l8

I9

20

The information contained in the Exhibits above is identical for each of the divisions

a. Is the four-factor methodology widely accepted in the water industry?

A. Yes. Companies use a factor allocation when a more direct method is unavailable or

would be impractical. The four-factor methodology is a widely accepted technique used to

determine proper allocation of general costs to specific business units. This is the method used

by many state Public Utilities Commissions, and has been accepted by the Hawaii Public

Utilities Commission in the recent rate cases filed for Hawaii Water's Waikoloa Resort,

Waikoloa Village Water, Waikoloa Village Sewer, Kona, Ka'anapali Water, and Pukalani

Wastewater operating units.s

Depreciation Expense

a. How were the depreciable lives determined?

A. KWSC is proposing to use group depreciation for its plant, property, and equipment. For

this application, AUS was retained to perform a detailed deprecation study of KWSC's plant,

property, and equipment. The reports and results of the study are attached as Exhibit KWSC-T-

102 and Exhibit KWSC-T-103 for water and wastewater, respectively.

8 
See Decision and Order No. 36045 filed on January 7,2}lg in Docket No. 2017-0350 (the "WHUC D&O");

Proposed Decision and Order No. 35878 filed on November 15, 2018 in Docket No. 2017-0450 (the "WHWC
Proposed D&O"); Proposed Decision and Order No. 35877 filed on November 13, , 2018 in Docket No. 2017-0449
(the "WHSC Proposed D&O"); Decision and Order No.32944 filed on lune 29,2015 in Docket No. 2013-0375 (the
"KWSC D&O"); Decision and Order No. 33908 filed on September 12,2016 in Docket No. 2015-0230 (the
"Ka'anapali D&O"); and Proposed Decision and Order No. 34822 filed on September 15,2017 in Docket No. 2015-
0236 (the "Pukalani Proposed D&O").

8
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a. Why is group depreciation being proposed in this case?

A. When numerous property units exist within a utility's operating property, the units are

typically grouped into similar depreciation categories as opposed to being depreciated on an

individual unit basis. This is known as group depreciation. While the items within a specific

goup may serve the same or similar function, they typically do not have identical service lives.

Their useful lives are dispersed over a range of time. Some items may last longer than the

expected service life, while others may last less than the expected useful service life. The

application of group depreciation rates allows for uniform depreciation to groups of similar

property instead of performing extensive depreciation calculations on an item-by-item basis.

The proposal to use goup depreciation is consistent with Hawaii Water's most recent rate cases

for the Ka'anapali water system, the Pukalani wastewater system, and the Waikoloa Utilities in

which the Commission approved the agreement between Hawaii Water and the Consumer

Advocate to use group depreciation.e

a. How was depreciation expense estimated?

A. As discussed above, a group deprecation method is being proposed to calculate

depreciable lives of groups of assets. However, in general, depreciation expense is calculated by

multiplying the prior year's ending plant balance by the group depreciation rate. The following

table summarizes test year depreciation expense for KWSC:

Division Depreciation Depreciation Expense
Expense Exhibit Reference

Depreciation Group
Detail Exhibit Reference

KWSC Water $

KWSC Sewer $

476,258 ExhibitKWSCWarerT.5 ExhibitKWSCWaterT.6
553,793 Exhibit KWS Sewer 7.5 Exhibit KWSC Sewer 7.6

Table 106. Depreciation Expense.20

e See Ka'anapali D&O 38-39; Pukalani Proposed D&O at 38-41;WHUC D&O at 88-90; WHSC Proposed D&O
at 50-51; WHWC Proposed D&O at 50-51.

9



I Details of depreciation expense and depreciation groups for each division can be found in the

2 corresponding Exhibits listed in the table above. Exhibit 7.710 shows detailed depreciation

3 expense calculations for Hawaii Water General Office, Big Island Operations, and Wastewater

4 Administration.

5
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Income Expense

a. How were income taxes at present and proposed rates calculated?

A. Federal income taxes at present and proposed rates were calculated using the2lo/o

corporate rate, net of the effective Hawaii State Income Tax rate since state income tax is a

deduction from federal tax. State income taxes at present and proposed rates are calculated using

the corporate Hawaii State Income Tax rate of 6.40/u State income tax expense was reduced by

the test year's amortized expense for the Hawaii Capital Goods Excise Tax Credit ("HCGETC").

Book depreciation was used as deductions for both federal and state income taxes. The

difference between book and federal tax depreciation is reflected in rate base as deferred taxes.

The following table summarizes test year income tax expense for KWSC:

Division Lrcome Tax Expense Exhibit Reference

6

7

8

9

10

11

T2

l3

l4

15

KWSC Water

KWSC Sewer

$ t39,645 Exhibit KWSC Water 8.22

$ 84,521 Exhibit KWSC Sewer 8.21

Table l07.Income Tax Expense.l6

T7

18

T9

20

2l

22

23

Details of income tax expense for each division can be found in the corresponding Exhibits listed

in the table above.

Rate Base

a. How was rate base estimated?

A. An average rate base was used to calculate the test year revenue requirement.

to Exhibits KWSC Water 7.7 and KWSC Sewer 7.7are identical. The only difference between the Exhibits is the
dollar amount allocated to each division.

10
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1 Q. What components make up the proposed rate base?

2 A. Rate base consists of plant in service with deductions for accumulated depreciation

3 reserve, contributions in aid of construction ("CIAC"), deferred income taxes, unamortized

4 HCGETC, net salvage adjustment, the true-up adjustment, and committed capacity.ll Additions

5 to rate base include working capital and a proration of Hawaii Water General Office and Big

6 Island Operations rate base.

7

8

9

l0

11

t2

13

t4

a. How was plant in service estimated?

A. Plant in service used recorded plant for the period ending December 31,2017 as the

starting point. Utility plant acquired or constructed during the period from January 1, 2018

through December 3 1, 2018 was added and any assets removed from service during the same

period were deducted. Utility plant expected to be in service during the test year was added and

any expected retirements were deducted. The following table summarizes KWSC's plant

balance as of December 31, 2017, December 31,2018, and December 31, 2019:

Division
Plant Balance Plant Balance Plant Balance
I2/3U20r7 t2/31/20t8 t2/3112019

Exhibit Reference

KWSC Water

KWSC Sewer

$ 20,459,402

$ 15,927,789

$ 21,219,001 $ 22,357,308

$ 16,640,292 $ 17,026,731

Table 108. Plant in Service.

Exhibit KWSC Water 7.2

Exhibit KWSC Sewer 7.2

Exhibit Reference

15

T6

t7

18

t9

20

Details of plant in service for each division can be found in the corresponding Exhibits listed in

the table above.

Plant additions from January 1,2018 - December 31, 2019 for KWSC are summarizedin

the table below:

Division Plant Additions
201 8

Plant Additions
20r9

KWSC Water

KWSC Sewer

$ 862,953 $ 1,138,307 Exhibit KWSC Water 7.3

$ 718,503 $ 386,439 Exhibit KWSC Sewer 7.3

Table 109. Plant Additions

lr Adjustments for committed capacity include Makalei, Robarts, and Stroud subdivisions and only apply to water
operations.

2t

11
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1 Details of plant additions for each division can be found in the corresponding Exhibits listed in

2 the table above. Project justifications for projects greater than $25,000 that have been completed

3 since KWSC's last rate case, and that will be completed before December 31,2019 are discussed

4 in Mr. Roush's direct testimony (Exhibit KWSC-T-300).

5

6

7

8

9

10

11

a. How was accumulated depreciation reserve estimated?

A. Accumulated depreciation reserve used the recorded accumulated depreciation reserve

balance as of December 31, 2017 as the starting point. Depreciation accruals were then added to

this balance. The methodology for determining the depreciation accruals is discussed above.

The following table summarizes KWSC's accumulated depreciation reserves as of December 31,

2017 , December 31, 2018, and December 31,2019:

Division
Reserve Reserve
Balance Balance

t2/3v20r7 1213U20r8

Reserve
Balance

t2l3U20t9
Exhibit Reference

KWSC Water

KWSC Sewer

$ 6,928,972 $7,447,069 $ 8,012,586 ExhibitKWSCWaterT.4
$ 4,703,502 $ 5,373,230 $ 6,062,553 ExhibitKWSC Sewer7.4

Table l. 10. Accumulated Depreciation Reserve.t2

13

t4

15

t6

t7

18

l9

20

2t

22

23

24

Details of accumulated depreciation reserve for each division can be found in the corresponding

Exhibits listed in the table above.

a. What is the net salvage adjustment and why is it included in the rate base

calculation?

A. The net salvage adjustment represents a reduction to rate base due to the collection of net

salvage through depreciation. The adjustment is calculated by taking the difference of

depreciation expense with net salvage and without net salvage. In the most recent rate cases for

Hawaii Water's Ka'anapali water and Pukalani wastewater divisions and the Waikoloa divisions,

Hawaii Water and the Consumer Advocate agreed to use group depreciation on the condition that

a net salvage adjustment be included in the rate base calculation. This adjustment was approved

t2
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by the Commission in its decisions for the Ka'anapali, Pukalani, and Waikoloa rate cases.t' The

same adjustment is being proposed for KWSC in this case.

4 a. How were contributions in aid of construction estimated?

5 A. CIAC was calculated using the latest recorded information for contributions as of

6 December 31,2017 . Contributions are amortized over periods that would estimate the useful

7 lives of the assets they were used to acquire. The following table shows the Exhibits where

8 details of contributions can be found for KWSC:

Division CIAC CIAC Amortization

KWSC Water Exhibit KWSC Water 7.8 Exhibit KWSC Water 7.9

KWSC Sewer Exhibit KWSC Sewer 7.8 Exhibit KWSC Sewer 7.9

Table 1"11. Contributions in Aid of Construction.9

10

11

T2

13

t4

l5

t6

t7

18

t9

a. How were deferred income taxes estimated?

A. Deferred income taxes were based on depreciation provisions for federal income tax

purposes by the Tax Cuts and Jobs Act of 2017. Under these statutes, state regulatory

commissions calculate provision for federal income taxes at book rates, and then allow the utility

to record the tax difference between book and federal and state depreciation as adjustments to

rate base. For the test year, deferred income taxes were estimated based on the recent recorded

accruals and forecasts of the new plant in the test year.13 The following table shows the Exhibits

where details of deferred income taxes can be found for KWSC:

Division Deferred lncome Taxes Exhibits

KWSC Water Exhibit KWSC Water 7.10 - 7.13

KWSC Sewer Exhibit KWSC Sewer 7.10 - 7.13

Table 11.2. Deferred Income Taxes.

12 See Ka'anapali D&O at38-39;Pukalani Proposed D&O at 38-41; WHUC D&O at 88-90; WHSC Proposed D&O
at 50-51; WHWC Proposed D&O at 50-51.
t' In their recent rate cases, the Waikoloa Utilities proposed to include a deferred tax asset ("DTA") in rate base,
which was based on a remeasurement of deferred income taxes under the Tax Cuts and Jobs Act of 2017.
Consistent with the agreement between the Waikoloa Utilities and the Consumer Advocate in those cases, KWSC
has not proposed to include any deferred income tax remeasurement in the calculation of rate base in this rate case.

13
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I Q. How was working cash calculated?

2 A. The Commission has established a policy of providing utilities an allowance for working

3 capital, also known as working cash, in the determination of rate base. For this proceeding,

4 working cash was calculated using the lll2th method, which is generally accepted by state

5 regulatory commissions for determining working cash for smaller utilities. This method uses

6 ln2th of the annual operating expenses as a proxy for determining the amount of cash that is

7 dedicated to utility service (payrng bills prior to receiving customer revenues). The result is

8 counted as an addition to rate base. The following table summaizes working cash for KWSC

9 for the test year:

Division Working Cash Exhibit Reference

KWSC Water

KWSC Sewer

$ 210,919 Exhibit KWSC Water 7.15

$ 76,095 Exhibit KWSC Sewer 7.15

Table 113. Working Cash.10

11

l2

13

T4

15

t6

t7

18

t9
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22
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24
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26

Details of working cash for each division can be found in the corresponding Exhibits listed in the

table above.

a. Please describe the background of the committed capacity that was excluded from

KWSC's rate base in its last rate case.

A. Prior to the purchase of Kukio Utility Company, Inc.'s ("KUC") assets by KWSC,

KUC's parent company, WB Kukio Resorts, LLC ("WB Kukio"), had reserved water from the

HueHue Ranch ("HR") wells (Wells HR-l to HR-5) for certain properties. To the extent that

these properties were receiving water from the HR Wells, the water was provided by WB Kukio

pursuant to agreements between WB Kukio and the owners of the properties, not KUC. In

Docket No. 2007-1098, KUC's last rate case before the acquisition of its assets by KWSC, KUC

described those agreements, and referred to the capacity reserved under these agreements as

"committed capacity".la The committed capacity was comprised of the following:

Makalei 627,200 gpd

Others 54,000 grd

ra See Application filed on July 20,2007 in Docket No. 2007-0198 (the "KUC Application'), Exhibit KUC-T-100 at
6-13 and Exhibit KUC-T-200 at 14-18.
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Although 54,000 gpd was treated as committed capacity, KUC's testimony only described

42,000 grd, as follows:

Stroud 15,000 grd

Robarts 18,000 pd
Veteran's Cemetery/State 9,000 pd
In Docket No. 2007-0198, KUC made adjustments to rate base to remove the capacity

related to the obligation to provide water service to these properties from the rate setting

process.rt KUC made committed capacity adjustments of 25.37Yo for Makalei and2.l8% for

"Others", for a total committed capacity adjustment of 27.55Yo.16 Once this percentage was

determined, it was applied to the total production capacity rate base of $4,243,703, which

resulted in rate base associated with capacity committed to Makalei and Others of $1,076,627

and $92,513, respectiv"ly.tt This amount was excluded from rate base.

Q: How was the Makalei commiffed capacity treated in KWSCts last rate case?

A: Following KWSC's purchase of KUC's assets, KUC's parent, WB Kukio, informed

KWSC that there had been a mistake in the calculation of the Makalei committed capacity. The

mistake related to transmission plant that serves the treatment plant, which is not used to provide

service to Makalei. WB Kukio informed KWSC that this transmission plant was incorrectly

included in the calculation of the Makalei committed capacity in Docket No. 2007-0198.

Correction of this mistake resulted in transmission plant of $2,068,991 compared with the

$4,464,206 that was used to calculate the Makalei committed capacity in that docket.l8 In

Docket No. 2013-0375, KWSC explained that the committed capacity adjustment for Makalei

should have been $571,068, as compared with 51,076,827.1e The Parties subsequently agreed to

reduce this amount to $335,116 based on the accumulated depreciation of the plant that was

included in the committed capacity.2o The Commission approved this agreement.

15 
See KUC Application, Exhibits KUC-T-200 at 14-18 and KW 8-6.

16 
See KUC Application, Exhibit 8-6, lines l5 and 16, column 6.

tt Id., E*hibits KUC-T-200 at 17-18 and KW 8-6, line I l, column 5 and lines 40 and 41, column 6.
18 

See Application filed on August 29,2014 in Docket No. 2013-0375 (the "2013 Application'); KUC Application,
Exhibit KW 8-6, line 3, column 5.
te 2013 Application, Exhibit KWSC-T-600 at12.
20seestipulationofthePartiesforPartialSettlementfiledonMay4,2015inDocketNo.20l3-0375(the"Partial

Stipulation") at 46-47 .
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1 Q: How does KWSC propose to treat the Makalei committed capacity in this rate case?

2 A. KWSC proposes to exclude the Makalei committed capacity from rate base, consistent

3 with the Commission's decision in KWSC's last rate case. However, KWSC has adjusted the

4 amount of the Makalei committed capacity by: a) adding a portion of the cost of certain new

5 capital improvements that serve the Makalei property; and b) deducting the accumulated

6 depreciation of the plant used to serve the Makalei property. These adjustments result in

7 Makalei committed capacity of $364,848, as shown in Exhibit KWSC-T-104.

8

9

10

t1

t2

13

I4

15

t6

t7

18

t9

20
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24

Q: How was the committed capacity for o'Other" properties treated in KWSC's last

rate case?

A. In KWSC's last rate case, KWSC did not propose to include any committed capacity

adjustment for "Other" properties, i.e. the Stroud property, the Robarts property or the West

Hawaii Veteran's Cemetery. KWSC explained that the West Hawaii Veteran's Cemetery had

been added to KWSC's service territory and that KWSC was providing service to that property;

that the Stroud property had also been added to KWSC's service territory, although water service

to the property had not yet begun; and that the Robarts property had not yet been added to

KWSC's service territory and no potable water was being provided.2l The Consumer Advocate

agreed that there should not be a committed capacity adjustment for the West Hawaii Veteran's

Cemetery, but argued that there should be an adjustment for the Stroud and Robarts properties.22

The Commission determined that there should be committed capacity adjustments of $60,000 for

the Robarts property and,$49,739 for the Stroud property. However, the Commission stated that

it was open to revisiting the committed capacity adjustment for the Stroud property in future

filings if KWSC could provide more evidence regarding the nature and amount of its water

service to that property.23

2r See 2013 Application, Exhibit KWSC-T-600 at l3-15.
22 See Division of Consumer Advocacy's Direct Testimonies and Exhibits filed on March 17,2015 in Docket No.
2013-0375 (the "Consumer Advocacy's Testimony''), CA-T-I at24-27 and CA-l12. KWSC subsequently agreed
that there should an adjustment of$60,000 for the Robarts property but did not agree that there should any
adjustment for the Stroud property. See Partial Stipulation at 48.
23 See KWSC D&O at 77-79 andExhibit A.
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I Q: How does KWSC propose to treat the committed capacity adjustment for the

2 Robarts property in this rate case?

3 A. KWSC proposes to exclude the committed capacity for the Robarts property from rate

4 base, consistent with the Commission's decision in KWSC's last rate case. However, KWSC

5 has adjusted the amount of the Robarts committed capacity by: a) adding new capital

6 improvements made to the KWSC system; and b) deducting the accumulated depreciation of the

7 plant. This results in a committed capacity adjustment for the Robarts property of $44,241.

8 Details are shown in Exhibit KWSC-T-104.
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Q: How does I(WSC propose to treat the committed capacity adjustment for the

Stroud property in this rate case?

A. KWSC proposes to exclude the committed capacity for the Stroud property from rate

base, consistent with the Commission's decision in KWSC's last rate case. However, KWSC

has adjusted the amount of the Stroud committed capacity by: a) adding new capital

improvements made to the KWSC system; and b) deducting the accumulated depreciation of the

plant. This results in a committed capacity adjustment for the Stroud property of $36,868.

Details are shown in in Exhibit KWSC-T-I04.

a. Please describe the true-up adjustment that was made to KWSC's rate base in its

last rate case.

A: As discussed above, in KWSC's last rate case, it explained that the committed capacity

adjustment for Makalei in the KUC Rate Case had been based on an error in the amount of water

transmission facilities that served the Makalei property. KWSC also explained that there had

been an error in the KUC Rate Case regarding the capacity of KWSC's wastewater treatment

plant that was used to calculate excess capacity of that plant.za The Consumer Advocate stated

that the price that KWSC paid for KUC's assets was based, in part, on the calculation of the

KUC's rate base, which included adjustments for the Makalei committed capacity and excess

capacity in the WWTP. The Consumer Advocate argued that KWSC paid less than it should

have for KUC's assets, and that there should be a "true-up" adjustment of KWSC's rate base so

2a 
See 2013 Application, KWSC-T-500 at 4.
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1 that ratepayers would not be burdened with higher rates. This adjustment consisted of

2 $1,052,368 for water operations and$794,204 for sewer operations, to be amortized over the

3 remaining life of the assets.2s The Commission approved the true-up adjustment recommended

4 by the Consumer Advocate.26
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Q: How does KWSC propose to treat the true-up adjustments in this rate case?

A: KWSC proposes to include a true-up adjustment to water and sewer rate base consistent

with the Commission's decision in KWSC's last rate case. KWSC has also amortized the true-

up adjustment consistent with Commission's decision in KWSC's last rate case. This results in a

true-up adjustment of $966,71 0 for water operations and $673,3 47 for sewer operations, as

shown on Exhibit KWSC-T-105.

Rate of Return

a. What capital structure is Applicant requesting in this case?

A. A capital structure of 46.6%o debt to 53.4% equity is being requested in this case. This is

based on the overall capital structure that Hawaii Water's affiliate, Cal Water, currently uses.

Equity is calculated as 53.4Vo of the proposed average test year rate base. The proposed capital

structure is shown in Exhibit 10.27

a. What rate of return is Applicant proposing and why?

A. Applicant is requestin g a 7 .48o/o rate of return ("ROR") based on a 46.60/o debt to 53.4%

equity capital structure. The requested ROR is the same as the ROR that was approved for the

most recent rate cases of the Waikoloa Utilities.

's Consu-er Advocate's Testimony, CA-T-l at27-31and CA-W-l11. HWSC disagreed with this adjustment.
26 Decision and Order No. 32944 aI79-87. The Commission noted that the basis for its decision was not entirely for
the reasons offered by the Consumer Advocate. The Commission stated that had the correct information been
provided when KWSC requested approval of it's purchased the assets, it may have impacted the parties' position
and/or the Commission's decision, and that correcting errors warrants examination where it results in determine to
ratepayers.

" Exhibits WHUC Water l0 and WHUC Sewer l0 are identical.
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Applicants are proposinga 5.5o/o cost of debt and a 9.20% return on equity. The 5.5%

cost of debt is the actual interest rate under the long term note payable by KWSC to CWSG.28

Therefore, the 5 .5Yo cost of debt is an appropriate forecast for the current proceeding.

The requested ROE of 9.20%o maintains the7.48%o ROR that was approved in the recent

rate cases described above. Investors in CWSG equity will expect the company and its

subsidiaries to make rational allocations of capital to meet the facilities needs of their service

areas. In CPUC Decision (D.) 18-03-035, the most recent proceeding approving a return on

equity ("ROE") for Hawaii Water's affiliate, Cal Water, Cal Water was allowed a 9.20% ROE

for the period 2017-2020.2e Applicants believe it is reasonable to request the same ROE as their

affiliate, Cal Water (i.e.9.20%) because investors in CWSG expect consistency among CWSG's

subsidiary companies with similar economic returns across operating areas.

Proposed Tariff Revrsrons

Please describe the revisions KWSC is proposing to its tariff.

A. KWSC proposes to remove the service application form that is attached as Exhibit "B" to

its tariff. This form was created and used by KWSC before it was acquired by Hawaii Water.

KWSC would like the flexibility to create and utilize a more modern form of application, and to

revise the form as necessary. The Commission recently approved Hawaii Water's request to

remove the service application form from the tariff for its Pukalani division and the Waikoloa

Utilities.30 Consistent with the Commission's Decisions in those cases, KWSC will post its

application form on the Hawaii Water website.

Phase-in of Rate Increases

a. Are there any proposals for phase-in rate implementation?

A. No. The revenue increases requested by KWSC in this case are I2.8% and 11 .4o/o for

water and sewer operations, respectively. In other proceedings, the Consumer Advocate's

position has been that increases in rates greater than 25% might constitute rate shock. While

28 
See Letter to the Commission dated Apil26,2013 in Docket No. 2008-0109.

te This is still the current approved ROE for Cal Water.
30 

See Pukalani Proposed D&O at 86-87; WHUC D&O atL64;WHSC Proposed D&O at 89; WHSC Proposed
D&O at 87.

19



I

2

3

4

5

6

7

8

9

10

11

t2

13

I4

15

Docket No. 2018-0388
Exhibit I(WSC-T-100

Witness: Stout

KWSC's position on potential rate shock differs from the Consumer Advocate's position,

KWSC's requested increase is below what the Consumer Advocate considers rate shock so a

phase-in is not needed. Therefore, KWSC does not propose a phase-in.

Rate Desien and Cost of Service Studres

a. Is KWSC proposing any changes to its rate designs in this proceeding?

A. Yes. KWSC is proposing to revise the pump efficiency factor for its water operation, as

described in greater detail below. As I will discuss in greater detail below, KWSC is not

proposing to make major changes to its rate design.

Power Cost Charge

a. Does KWSC propose to make any changes to the PCC?

A. Yes. KWSC proposes to revise the pump efficiency factor used in the PCC calculation

for its water operations. The following formula is used to calculate the PCC for KWSC Water:

Electricity cost per Thousand Gallons

- previous month's unit cost of electri.r* (h)

xpump ef f ictency f actor (#) xrevenue tax f actor

t6

t7

l8

t9
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where the pump efficiency factor is 18.71 kWh / TG. The revenue tax factor is 1.06385, which

consists of the Public Service Company tax and Public Utility Commission fee. The current

pump efficiency factor of 18.71 kwh / TG is a function of the amount of energy consumed and

the volume of water pumped from wells. In the most recent rate case for the Waikoloa Utilities,

the Consumer Advocate expressed concerns that the PCC was not meeting its original intent

because PCC revenues are less than electricity expenses, and therefore some electricity costs will

be recovered through standby and consumption charges.3t Itr order to address this concern,

3r 
See Division of Consumer Advocacy's Testimony and Exhibits filed on September 6,2018 in Docket 2017-0350,

CA-T-2 at 15 - 18.
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KWSC proposes to calculate the pump efficiency factor by solving the PCC revenue equation for

pump efficiency factor. The equation used to calculate PCC revenue equation is as follows:

PCC Revenue = totql sales (?C) x previous month's unit cost of electri.ctty (#)
x pump ef f ictency f actor xrevernrc tax f actor

Setting PCC revenue equal to the electricity cost in the Test Year ensures that no electricity

expenses are included in base rates. The revised pump efficiency factor is22.4602 kWh / TG

KWSC proposes to use the revised pump efficiency factor in the PCC calculation moving

forward. Details of the calculation can be found in Exhibit KWSC Water 8.8. KWSC is not

proposing to change the methodology used to calculate the PCC for water operations.

The following formula is used to calculate the PCC for KWSC Sewer:

KWSC Water

KWSC Sewer

rkWht,(,rtJ
4

5

6

7

8

9

10

11

Electrici.ty Cost per Thousand GoIIons

Previ.ous Month's Electrical Cost ($)
= xrevenue tax f actor

I2

13

l4

15

l6

t7

where the revenue tax factor is 1.06385. KWSC is not proposing any changes to the PCC for

WHUC Sewer. However, similar to KWSC Water, KWSC set PCC revenues equal to the Test

Year electricity cost to ensure that no electricity expenses are included in base rates.

For the purposes of this proceeding, KWSC has included a calculation of estimated

revenues resulting from the PCC, which is shown on the following table:

Division PCC Revenue Exhibit Reference

$ 1,402,348 Exhibit KWSC Water 8.8

S 133,269 Exhibit KWSC Sewer 8.7

Table 114. PCC Revenue.18
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I Details of the PCC revenues can be found in the corresponding Exhibits listed in the table above

2 The PCC revenues presented in this application are annualized and are meant to demonstrate

3 how the PCC works. The actual PCC passed through to customers varies month to month

4 depending on the power consumed and sales that month.32
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Cost of Service Studies and Rate Designs

a. Why did KWSC conduct a COSS for this proceeding?

A. In KWSC's most recent rate case, the Commission ordered it to complete and file a Cost

of Service Study (the "COSS") with its next rate case application.33 In order to comply with the

Commission's order, KWSC retained Shambaugh Utility Consulting,LLc and EXP 1, LLC to

perform the COSS for the current application. The report and results of the COSS are attached

as Exhibits KWSC-T-106 and KWSC-T-I07 for KWSC Water and KWSC Sewer, respectively.

The goal of a cost of service study is to allocate costs to customer classes based on the demand

they place on the system. Once the costs are allocated to the customer classes, rates are designed

to recover those costs.

a. What is the rate design proposal in this proceeding?

A. KWSC proposes to maintain its existing rate designs. The cost of service analysis shows

that in KWSC Water, there is negligible cross subsidizationbetween customer classes. The cost

of service analysis for KWSC Sewer shows that the residential customer class is somewhat

subsidizing the non-residential customer class. The difference is small enough that it does not

warrant a change in the rate structure. Additionally, for all intents and purposes, non-residential

customers and residential customers are nearly one in the same; non-residential customers

consist of the Kukio Beach Club, Home Owner Association Facilities, golf course, and comfort

stations that are not open to the public. The only people who have access to these facilities are

residential customers in the Kukio community. It is rare in utilities that the rate structure will

exactly match the cost of service. As I will explain in greater detail below, KWSC proposes to

32 Sales only affect the sewer PCC, not the water PCC.
33 

See KWSC D&O at 124.
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How were proposed rates calculated?

The following discussions describe the procedures used to calculate proposed rates for

KWSC

KWSC Water

KWSC Water rate design consists of four major components: l) meter charge; 2) ready to

serve charge; 3) consumption charges; 4) PCC. First, KWSC took the difference between the

proposed revenue requirement and the forecasted PCC revenue. This ensures that the revenue

collected through meter charges, ready to serve charges and quantity rates excludes the cost of

power. The amount of revenue to be collected through meter charges, ready to serve charge, and

consumption charges is $2,579,039:

$3,981,387 - $1,402,348 = $2,579,039

where $3,981,387 is the proposed revenue requirement and $1,402,348 is PCC revenue.

Next, the revenue was allocated into two categories: fixed revenue and quantity revenue.

The allocation between fixed revenue and quantity revenue at present rates is approximately

3.5o/o and96.5yo, respectively. The ready to serve charge includes the first 10,000 gallons of

water usage. As such, revenue from ready to serve charge is considered metered revenue. In the

current proceeding, KWSC proposes to shift the allocation of revenue from 3.5o/o and96.5%o for

fixed and metered revenue, respectively to 4.2Yo and95.8%o for fixed and metered revenue,

respectively. The reason for this change is so that meter charges could be developed for each

individual meter size.3a The resulting revenues to be collected through fixed charges and

metered charges are $108,255 and $2,470,784, respectively:

3a 
See Decision and Order No. 34790 filed,on September 6,2017 in KWSC's Transmittal No. 17-01 (Non-

Docketed) at 10. KWSC is required to develop monthly meter charges for 3" meters and meters greater than4"
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$2,579,039 x 4.2o/o: $108,255

and

$2,579,039 - $108,255 = $2,470,784

Next, meter charges are calculated. Revenues are allocated by meter size by multiplying

the existing 5/8" meter charge by the overall revenue increase being requested. This amount is

then multiplied by the meter ratio for each respective meter size. The meter ratio for WHUC

Resort Water was used for KWSC Water because the current ratios for KWSC water do not have

individual meter ratios for 3" meters and meters greater than 4".

Next, the ready to serve charge is calculated. To determine the amount of revenue

collected through the ready to serve charge, the ratio ofready to serve charge revenue to total

metered revenues at present rates is multiplied by the projected metered revenues at proposed

rates. The amount of revenue to be collected through the ready to serve charge is $1,105,740.

This amount is further allocated by residential, cottage, and business customers by multiplyrng

the ratio ofready to serve revenue at present rates in those classifications to the total ready to

serye revenue at present rates. Once the revenue at proposed rates to be collected is known, the

monthly ready to serve charge is calculated by dividing revenue at proposed rates by the

customer count in a customer class andby 12.

Finally, quantity rates are calculated. To determine the amount of revenue collected

through metered rates, the ratio of metered rate revenues to total metered revenues is multiplied

by the projected metered revenues at proposed rates. The amount of revenue to be collected

through metered rates is $1,365,043. This amount is further allocated by usage block by

multiplying the ratio of usage block revenue at present rates to the total metered rate revenue at

present rates. Once the revenue at proposed rates by usage block to be collected is known, the

proposed block rates can be calculated by dividing revenue at proposed rates by the total sales in

each usage block. Detailed calculations are shown in Exhibit KWSC Water 12.

KWSC Sewer

KWSC Sewer rate design consists of three major components: l) stand-by charge;2)

metered consumption charge; 3) PCC. First, KWSC took the difference between the proposed
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1 revenue requirement and the forecasted PCC revenue. This ensures that the revenue collected

2 through fixed customer charges and quantity rates excludes the cost of power. The amount of
3 revenue to be collected through fixed customer charges and quantity rates is $1,893,918:

4

$2,027,187 -$L33,269 - $1,8g3,g18
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where $2,027,187 is the proposed revenue requirement and $133,269 is PCC revenue.

Next, the revenue was allocated into two categories: fixed revenue and metered revenue.

The allocation between fixed revenue and metered revenue at present rates is approximately

74.4% and25.6Yo, respectively. KWSC proposes to maintain the current revenue split in the

current proceeding. The resulting revenues to be collected through stand-by charges and

quantity rates are $1,408,512 and $485,406, respectively:

$1,893,918 x74.4o/o - $L,4,08,5!2

and

$1,893,918 - $1,408,5L2 - $485,406

Next, stand-by charges are calculated. Stand-by charges at present rates are increased by

the percentage increase that flat rate revenue is increasing. In this case, flat rate revenues are

increasing by approximately I2.3%.

Finally, quantity rates are calculated. The amount of revenue to be collected through

quantity rates, as calculated above, is divided by the projected billed sewer flows for the test

year. The resulting rate is 523.8461per TG:

5

6

7

8

9

l0

11

t2

13

t4

15

t6

t7

18

t9

20

2t

$485.406

ffi=$23.846L /rG
22

23

24

KWSC is proposing to maintain the 7,000 gallons cap of metered water usage for non-residential

customers with meters l" or less and all residential customers and 40Vo of metered water usage

25
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1

2

3

4

5

a.
A.

for non-residential customers with a water meter greater than 1". Detailed calculations are

shown in Exhibit KWSC Sewer 12.

Does this conclude your testimony?

Yes it does.

26
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Deloitte Deloltte & Touche LLP
555 Misslon Street
Suite 1400
San Francisco, CA 94105
U5A

Tel:+1.415 783 4000
www,deloitte.com

February 14,2019

Mr. Thomas F. Smegal III
California Water Service Group
1720 North First Street
San Jose, CA 951 12-4598

Dear Tom,

As a follow up to our conversation rcgarding a stand-alone audit for the Kona Water Service Company,
Inc. financial statements, our estimated fee is $220,000 plus expenses. This fee estimate would be for the
performance of the audits as of and for the year ended December 31,2077 and as of and for the six-month
period ended June 30, 2018. The estiurated fees outlined herein are only an estimate for fees associated
with performing the audit. This estimate does not contemplate requests for information or any procedures
that would need to be perfonned in connection with any such request. Should Deloitte & Touche LLP
agree to perform suoh procedures, fees for such procedures would be subject to the mutual agreement of
the Company and Deloitte & Touche LLP, and subject to approval by the Califomia Water Seryice
Group's Audit Committee.

Please let me know if you require anything further on this audit fee quote and if you would like us to
begin this engagement.

Best regards,

*I& zzp
Partner - Audit Services
Deloitte & Touche LLP
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KONA WATER SERVICE COMPAI\Y

Kona Water (KW)

Depreciation Study

as of December 3lr20l7

Earl M. Robinson, Principal
David A. Sheffer, Principal

AUS CONST]LTANTS
792 Highway 333, Suite 200

Tijeras,I\M 87059
wvw.ausinc.com
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June,2018
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#ff$ffi,ilanils
EARL M, ROBINSON, CDP

Principal
792 Old Highway 56, Suite 200

Tijeras, NM 87059
717.763.9890 ' Tel

717.877.6895 . Cell
erobinson@ausconsultants. com

October 8,2018

Mr. Julian Gandara
Regulatory Program Manager
Califomia Water Service Company
1720 North First Street
San Jose, CA95ll2

RE: Kona Water Service Company-Kona Water
Depreciation Study as of 12-3l-2017

Dear Mr. Gandara:

In accordance with your authorization, we have prepared a depreciation study related to the
utility plant in service of Kona Water Service Company-Kona Water (Kona Water or the Company)
as of December 31,2017. Our findings and recommendations, together with supporting schedules
and exhibits, are set forth in the accompanying report.

Summary schedules have been prepared to illustrate the impact of instituting the
recommended annual depreciation rates as a basis for the Company's annual depreciation expense as

compared to the rates presently utilized. The application of the present rates to the depreciable plant
in service as of December 31,2017 results in an annual depreciation expense of $378,928. In
comparison, the application of the proposed depreciation rates to the depreciable plant in service at
December 31,2017 results in an annual depreciation expense of $462,684, which is an increase of
$83,756 from current rates. The composite annual depreciation rate under present rates is 1.88
percent, while the proposed pro forma composite depreciation rate is 2.30 percent.

Section 2 of our report contains the summary schedules showing the results of our service
life and salvage studies and summaries of presently utilized depreciation rates. The subsequent
sections of the report present a detailed outline of the methodology and procedures used in the study
together with supporting calculations and analyses used in the development of the results.

Respectfu lly submitted,

EARL M. ROBINSON, CDP
&

<->c
DAVID A. SHEFFER
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Kona Water Service Companv

Kona Water (K\Y)
Executive Summarv

Table I's on pages 2-l and2-2 are comparative summaries which illustrates the effect of

the proposed depreciation rates. The schedule includes a comparison of the annual depreciation

rates and annual depreciation expense under both present and proposed historical rates applied

using the Straight Line Method for each depreciable property group of the Kona Water Service

Company-Kona Water ("Kona or Company") plant in service as of December 31, 2017. The

proposed depreciation rates were developed utilizing the Straight Line (SL) Method, Broad

Group (BG) Procedure, and the Average Remaining Life (ARL) Technique.

Table la on pages 2-3 and 2-4 summarizes the Company's December 31,2017 property

group depreciation reserves by the detailed segments of plant only, gross salvage, and cost of

removal components.

Table 2 - Plant Only on pages 2-5 and 2-6 is the development of average remaining life

depreciation rates for the Plant Only recovery component), provides a summary of the detailed

life estimates and service life parameters (Iowa Curves) utilized in preparing the Average

Remaining Life depreciation rates for each property group. The schedule provides a summary of

the detailed data and narrative of the study results set forth in Sections 4 through 6. The

developed depreciation rates (Column L) were determined by studying the Company's historical

investment data together with the interpretation of future life expectancies which will have a

bearing on the overall service life of the Company's property.

Table 2 - Gross Salvaqe on pages 2-7 and 2-8 are similar tables to Table 2 - Plant Only,

l-l
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except that this table develops the component level depreciation rates for the recovery of the

gross salvage portion of the property cost.

Table 2 - Cost of Removal on pages 2-9 and 2-10 summarizes the depreciation recovery

rates for the cost of removal segment of the total plant cost.

Table 3 on pages 2-ll and2-l2reconciles the December 31,2017 account level plant in

service balances per books versus the balances utilized in the performance of the depreciation

study.

Table 4 on pages 2-13 and 2-14 summarizes the Company's December 31,2017 book

depreciation reserve and Allocation of Book Reserve Based Upon Calculated Reserve per the

December 31, 2017 depreciation study.

Table 5 on pages 2-15 and 2-16 summarizes the depreciation parameters underlying the

Company's current depreciation rates as well as also provides similar information relative to the

proposed depreciation parameters and depreciation rates as of December 31 ,2017 .

Table 6 on pages 2-17 and 2-18 summarizes the depreciation average service lives and net

salvage percent utilized throughout the industry for the various property groups. This

information was utilized along with an investigation of the Company's property investments,

historical analysis of available data, discussions with management, and a general review of the

physical operating properfy to estimated depreciation parameters underlying the proposed

depreciation rates.

While the overall aggregate change to the composite depreciation rate and expense was

quite minor, some selected property groups did experience more sizable levels of depreciation

change (greater or lesser) than that produced via the application ofthe present depreciation rates.

The accounts for which the most notable depreciation expense changes occurred in comparison

l-2
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to the current depreciation rates include Account 324-Pumping Equipment, Account 331-Water

Treatment Structures & Improvements, Account 342-Reservoirs & Tanks, Account 343-

Transmission & Distribution Mains, and Account 373-Transportation Equipment.

The depreciation rate for Account324 - Pumping Equipment increased from 1.36 percent

to 4.66 percent. A 2l year average service life is estimated as the applicable average service life

for the proposed depreciation rate to give consideration to the anticipated ongoing changes of

property operating, the Company's available historical experience, and the general range of lives

used in the industry. The implicit underlying average service life for this property group is an

extremely long 73 years. The net salvage underlying the current depreciation rate is unknown,

but assumed to be zero percent. Future net salvage of negative l0% is estimated in developing

the proposed depreciation rate.

The depreciation rate for Account 331 - Water Treatment Structures & Improvements

increased from 1.99 percent to 3.07 percent. A 40 year average service life is estimated as the

applicable average service life for the proposed depreciation rate to give consideration to the

anticipated ongoing changes of property operating and the general range of lives used in the

industry. The implicit underlying average service life for this property group is a 50 years. The

net salvage underlying the current depreciation rate is unknown, but assumed to be zero percent.

Future net salvage of negative l0% is estimated in developing the proposed depreciation rate.

The depreciation rate for Account 342 - Reservoirs & Tanks increased from 1.99 percent

to 2.64 percent. A 50 year average service life is forecast as the applicable average service life

for the proposed depreciation rate to give consideration to the content ofthe property group and

general range of lives used in the industry. The implicit underlying average service life for this

property group is 50 years. The net salvage underlying the current depreciation rate is unknown,

l-3
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but assumed to be zero percent. Future net salvage of negative 25%o is estimated in developing

the proposed depreciation rate.

The proposed depreciation rate for Account 343 - Transmission & Distribution Mains,

declined from 1.94 percent to 1.67 percent. The proposed depreciation rate is the result of

combined changes of both the average service life and net salvage parameters. The underlying

estimated (implicit) average service life for the proposed depreciation rates is 80 years (giving

the mix of the property investment within the property group and the range of lives within the

industry. The implicit average service life underlying the current depreciation rate is a shorter 5l

years. The future negative net salvage estimated for the proposed property group depreciation

rate is negative 40 percent. The net salvage percent underlying the current depreciation rate is

unknown, but assumed to be zero percent.

The depreciation rate for Account 373 - Transportation Equipment declined from 10.65

percent to 3.15 percent. An 8 year average service life is estimated as the applicable average

service life for the proposed depreciation rate to give consideration to the anticipated ongoing

changes of property operating and the general range of lives used in the industry. The implicit

underlying average service life for this property group is 9 years. The net salvage underlying the

current depreciation rate is unknown, but assumed to be zero percent. Future net salvage of l0o/o

is estimated in developing the proposed depreciation rate.

The utilization of the recommended depreciation rates based upon the Straight Line

Average Remaining Life Procedure results in the setting of depreciation rates which will

continuously true up the Company's level of capital recovery over the life of each asset group.

Application of this procedure, which is based upon the current best estimates of service life

together with the Company's plant in service and accrued depreciation, produces annual

l-4
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depreciation rates that will result in the Company recovering 100 percent of its investment -- no

more, no less.

It is recommended that the Company continue to apply depreciation rates and maintain its

book depreciation reserve on an account-level basis. The maintenance of the book reserve on an

account-level basis requires both the development of annual depreciation expense and distribution

of other reserve account charges to an individual level. Maintaining the Company's depreciation

records in this detail will aid in completing the various rate studies and, most importantly, clearly

identifo the Company's level of capital recovery relative to each category of plant investment.

The general drivers for the proposed depreciation rates include an assessment of the

Company's historical experience with regard to achieved service lives and net salvage factors. In

addition, consideration is given to current and anticipated events which are anticipated to impact

the Company's ability to recover its fixed capital costs related to utility plant in service.

The depreciation rate for each individual account changed as a result of estimates obtained

through the in-depth analysis of the Company's most recent data together with an interpretation of

ongoing and anticipated future events. Some of the revisions were not significant and typically

reflect fine tuning of previously utilized depreciation rates while others were more substantial in

nature. Several of the accounts did reflect more significant changes (as outlined in Section 4 of

this report) from the previously utilized depreciation rates.

Several of the remaining account/sub-accounts experienced increases or decreases in

recommended depreciation rates to a lesser degree, as noted per Table I of this report. This

revision in annual depreciation rates and expense is the result of both changes in the estimated

service lives and salvage factors, and reflects the impact of the Company's property changes since

the most recent study.

1-5
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With regard to the inclusion of higher negative net salvage levels in the development of

proposed depreciation rates, as noted within the discussion related to net salvage in Section 3 of

the depreciation report, it should be noted that the level of experienced net salvage should simply

be a benchmark from which to estimate future net salvage. It is highly likely that the negative net

salvage amounts experienced even recently will simply be the floor above which future negative

net salvage levels will increase to a higher level. To appropriately and proportionately allocate

the true total asset cost (original cost adjusted for net salvage) over its applicable service life,

proper consideration must be given, in each accounting period, to the total costs that are

anticipated to occur relative to the Company's assets that provide customer service.

Additionally, this depreciation study report includes a new depreciation rate for Account

346.00-Meters. As of December 31,2017, the effective date of this depreciation study report, the

Company has no plant investments recorded to that property account, and thus no historical

experience upon which to base a proposed depreciation rate. Accordingly, a depreciation rate of

5.00% was developed, based upon the average service life and net salvage being experienced

within the industry, to be prospectively applied to the Company's new properfy account

investments.

Applying the proposed depreciation rates to the Company's December 31,2017 historical

depreciable plant in service balances produces annual depreciation expense of 5462,684 which is

an increase of $83,756 in depreciation expense from the application ofthe current depreciation

rates.

The following summary compares the present and proposed composite depreciation rates

and is for illustrative purposes only. The Composite Depreciation Rate should not be applied to

the total Company investment inasmuch as the non-proportional change in plant investment as a

l-6
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result of property additions or retirements would render the composite rate inappropriate. The

Table I schedule (in Section 2 of the report) lists the recommended annual depreciation rates for

each ofthe applicable property accounts.

Present Depreciation Rates
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$20,159,546

$378.928

l.88Yr

$20, I 59,546

$462,684

2.30Yo

Depreciable Plant In Service
at December 31,2017

Annual Depreciation Expense

Composite Annual Depreciation Rate

Proposed Depreciation Rates

Depreciable Plant [n Service
at December 31,2017

Annual Depreciation Expense

Composite Annual Depreciation Rate

t-7
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Table 3 - KW

Kona Water Service Gompany
Kona Water (KW)

Original Cost Per Books, Adjustments, and Original Cost Per Depreciation Study
as of December 31,2017

Account
No.
(a)

31 1.00

315.00

316.40

321 .OO

324.00
324.10

331.00

332.00

342.00

Description
(b)

DEPRECIABLE PLANT

Source of Supplv
Structures & lmprovements

Total Account 31'1

Wells

Supply Mains

TOTAL Source of Supply

Pumpinq Plant
Pumping Structures & lmprovements

Total Account 321

Pumping Equipment
System Ctrl Computer Equip

TOTAL Pumping Plant

Water Treatment Plant
Water Treatment Structures & lmprovements

Total Account 331

Water Treatment Equipment

Total Account 332

TOTAL Water Treatment Plant

Transmission & Distribution Plant

Reservoirs & Tanks
Total Reservoirs & Tanks

Original Cost
Per Book
12-31-17

(c)

Company Pending
Adiustment

(d)

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Original Cost Per
Depreciation Study Data

12-31-17
(e)

34,499.12

34,499.12

803.28

14,617.49

49,919.89

1,608.73

1,608.73

2,230,274.41
936,149.79

3,168,032.93

2,647,464.00

2,647,464.00

336,009.08

336,009.08

2,983,473.08

2,575,847.29
2,575,847.29

34,499.12

34,499.12

803.28

14,617.49

49,919.89

1,608.73

1,608.73

2,230,274.41
936,149.79

3,168,032.93

2,647,464.00

2,647,464.00

336,009.08

336,009.08

2,983,473.08

2,575,847.29
2,575,847.29
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Table 3 - KW

Kona Water Service Company
Kona Water (KW)

Original Cost Per Books, Adjustments, and Original Cost Per Depreciation Study
as of December 31 ,2O'17

Account
No.
(a)

Original Cost
Per Book
12-31-17

(c)

Company Pending
Adiustment

(d)

Original Cost Per
Depreciation Study Data

12-31-17
(e)

343.40
343.50

346.00
348.00

372.10

Description
(b)

Transmission & Distribution Mains
Mains-All Other
Mains-Ductile lron

Total Account 343

Meters
Hydrants

TOTAL Trans. & Distr. Plant

General Plant

Office-Elec. Eq uip/Computers
Total Account 372

Transportation Equipment
Stores Equipment
Laboratory Equipment
Tools, Shop & Garage Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON.DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UTILIry PLANT IN SERVICE

3,658,108.19
7,484,413.00

11 ,142,521.19

0.00
29,794.95

13,748,163.43

6,545.51
6,545.51

154,214.14
28,232.38
2,577.48

18,387.'15

209,956.66

20,159,545.99

0.00

20,159,545.99

0.00

0.00

0.00

0.00

0.00

0.00

0.00

3,658,108.19
7,484,413.00

11,142,521.19

0.00
29,794.95

13,748,163.43

6,545.51
6,545.51

154,214.14
28,232.38
2,577.48

18,387.15

209,956.66

20,159,545.99

0.00

20,159,545.99

373.00
374.00
375.00
378.00



Kona Water Service Company
Kona Water (KW)

Summary of Original Cost, Theorectial/Calculated Depreciation Reserve,
And Book Depreciation Reserve

As of December 31,2017

Docket No. 201 8-0388
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water tl6fihAt dfilrUtu oy
\Mtness: Stout

Book
Reserve
12-31-17

G)

Calculated
Reserve
12-31-17

(0

2,810.20

2,810.20

31.99

474.36

3,316.55

258.87

258.87

1 ,010,453.83
806,913.15

1 ,817,625.85

869,211.49

869,211.49

63,367.39

63,367.39

932,578.88

831,159.97
831 ,1 59.97

Acct.
No.
(a)

31 'l_00

315.00

316.40

32't.00

324.00
324.10

331.00

332.00

342.00

Descriotion
(b)

DEPRECIABLE PLANT

Source of Supplv
Structures & lmprovements

Total Account 31 1

Wells

Supply Mains

TOTAL Source of Supply

Pumpinq Plant
Pumping Structures & lmprovements

Total Account 321

Pumping Equipment
System Ctrl Computer Equip

TOTAL Pumping Plant

Water Treatment Plant
Water Treatment Structures & lmprovements

Total Account 331

Water Treatment Equipment

Total Account 332

TOTAL Water Treatment Plant

Transmission & Distribution Plant

Reservoirs & Tanks
Total Reservoirs & Tanks

Original
Cost

12-31-17
(c)

34,499.12

34,499.12

803.28

14,617.49

49,919.89

1,608.73

1,608.73

2,230,274.41
936,149.79

3,168,032.93

2,647,464.00

2,647,464.00

336,009.08

336,009.08

2,983,473.08

2,575,847.29
2,575,847.29

Net
Salvage
Rate

(d)

A.S.L./
Survivor

Curve
(e)

-'lo% 45-R4 4,109.03

4,'t09.03

23.38

395.85

4,528.26

299.58

299.58

1,17',1 ,098.26
925,565.33

2,096,963.17

633,302.62

633,302.62

132,096.16

1 32,096.16

765,398.78

702,094.49
702,094.49

-35%

-10%

-10%
o%

50-R3

50-R3

21-t3
10-R3

-2lo/o 40-R3

-1oo/o 40-R3

-50/" 38-R2.5

-25% 50-R3



Kona Water Service Company
Kona Water (KW)

Summary of Original Cost, Theorectial/Calculated Depreciation Reserve,
And Book Depreciation Reserve

As of December 3'l ,2017

Original
Cost

12-31-17
(c)

3,658,1 08.1 9
7,484,413.00

11,142,521.19

Net A.S.L./
Salvage Survivor
Rate Curve

(d) (e)

Calculated
Reserve
12-31-17

(f)

805,617.69
1,679,804.46
2,485,422.15

0.00
2,288.80

4,626.64
4,626.64

79,469.49
3,106.92

994.52
3,247.09

9',1,444.66

6,163,836.86

0.00

6,163,836.86

Docket No.2018-0388
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Book
Reserve
12-31-17

(s)

1,061,806.57
2,052,049.89
3,113,856.46

0.00
2,730.88

6,545.51
6,545.51

122,178.94
1,844.06

816.12
4,373.46

135,758.09
'142,791.73

6,821,330.13

0.00

6,821 ,330.13

Acct.
No.
(a)

343.40
343.50

346.00
348.00

372.10

373.00
374.00
375.00
378.00

(b)

Transmission & Distribution Mains
Mains-All Other
Mains-Ductile lron

Total Account 343

Meters
Hydrants

TOTAL Trans. & Distr. Plant

General Plant

Office-Elec. Equip/Computers
Total Account 372

Transportation Equipment
Stores Equipment
Laboratory Equipment
Tools, Shop & Garage Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON.DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UTILITY PLANT IN SERVICE

0.00 gYo

29,794.95 -40%

13,748,163.43

6,545.51
6,545.51

154,214.14
28,232.38

2,577.48
'18,387.15

209,956.66

20,159,545.99

0.00

20,159,545.99

3,318,870.92 3,818,681.83

40%
-40%

80-R2.5
80-R2.5

20-R3
60-R2.5

7-13

8-13
25-L2

15-R2.5
20-s0

0o/o

10%
Oo/o

Oo/o

Oo/o
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Kona Water Service Companv
Kona Water (KW)

General

This report sets forth the results of our study of the depreciable property of Kona

Water Service Company - Kona Water (Kona Water or the "Company") as of December

31, 2017 and contains the basic parameters (recommended average service lives and

life characteristics) for the proposed average remaining life depreciation rates. All

average service lives set forth in this report are developed based upon plant in service

as of December 31,2017.

The scope of the study included an analysis of Waikoloa historical data through

December 31, 2017, discussions with Company management and staff to identify prior

and prospective factors affecting the Company's plant in service, as well as

interpretation of past service life data experience and future life expectancies to

determine the appropriate average service lives of the Company's surviving plant. The

service lives and life characteristics resulting from the in-depth study were utilized

together with the Company's plant in service and book depreciation reserve to

determine the recommended Average Remaining Life (ARL) depreciation rates related

to the Company's plant in service as of December 31,2017.

ln preparing the study, the Company's historical investment data were studied

using various service life analysis techniques. Further, discussions were held with the

Waikoloa's management to obtain an overview of the Company's facilities and to

discuss the general scope of operations together with other factors which could have a

3-l
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bearing on the service lives of the Company's property. Finally, the study results were

tempered by information gathered during plant inspection tours of a representative

portion of the Company's property.

The Company maintains property records containing a summary of its fixed

capital investments by property account. This investment data was analyzed and

summarized by property group and/or sub group and vintage, then utilized as a basis for

the various depreciation calculations.

Depreciation Study Overview

There are numerous methods utilized to recover property investment depending

upon the goal. For example, accelerated methods such as double declining balance

and sum of years digits are methods used in tax accounting to motivate additional

investments. Broad Group (BG) and Equal Life Group (ELG) are both Straight Line

Grouping Procedures recognized and utilized by various regulatory jurisdictions

depending upon the policy of the specific agency.

The Straight Line Group Method of depreciation utilized in this study to develop

the recommended depreciation rates is the Broad Group Procedure together with the

Average Remaining Life Technique. The use of this procedure and technique is based

upon recovering the net book cost (original cost less book reserve) of the surviving plant

in service over its estimated remaining useful life. Any variance between the book

reserve and an implied theoretical calculated reserve is compensated for under this

procedure. That is, as the Company's book reserve increases above or declines below

the theoretical reserve at a specific point in time, the Company's average remaining life

depreciation rate in subsequent years will be increased or decreased to compensate for

the variance, thereby, assuring full recovery of the Company's investment by the end of

3'2 
AUS consultants



Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Wtness: Stoul

the property's life.

The Company, like any other business, includes as an annual operating expense

an amount which reflects a portion of the capital investment which was consumed in

providing service during the accounting period. The annual depreciation amount to be

recognized is based upon the remaining productive life over which the undepreciated

capital investment needs to be recovered. The determination of the productive

remaining life for each property group usually includes an in-depth study of past

experience in addition to estimates of future expectations.

Annual Depreciation Accrual

Through the utilization of the Average Remaining Life Technique, the Company

will recover the un-depreciated flxed capital investment in the appropriate amounts as

annual depreciation expense in each year throughout the remaining life of the property.

The procedure incorporates the future life expectancy of the property, the vintaged

surviving plant in service, and estimated net salvage, together with the book

depreciation reserve balance to develop the annual depreciation rate for each property

account. Accordingly, the ARL technique meets the objective of providing a straight line

recovery of the un-depreciated fixed capital property investment.

As indicated, the use of the Average Remaining Life Technique results in

charging the appropriate annual depreciation amounts over the remaining life of the

property to insure full recovery by the end of the life of the property. The annual

expense is calculated on a Straight Line Method rather than by the previously

mentioned, "sum of the years digits" or "double declining balance" methods, etc. The

"group" refers to the method of calculating annual depreciation on the summation of the

investment in any one depreciable group or plant account rather than calculating

J-J 
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depreciation for each individual unit.

Under Broad Group Depreciation some units may be over depreciated and other

units may be under depreciated at the time when they are retired from service, but

overall, the account is fully depreciated when average service life is attained. By

comparison, Equal Life Group depreciation rates are designed to fully accrue the cost of

the asset group by the time of retirement. For both the Broad Group and Equal Life

Group Procedures the full cost of the investment is credited to plant in service when the

retirement occurs and likewise the depreciation reserve is debited with an equal

retirement cost. No gain or loss is recognized at the time of property retirement

because of the assumption that the retired property was at average service life.

Group Depreciation Procedures

Group depreciation procedures are utilized to depreciate property when more

than one item of property is being depreciated. Such a procedure is appropriate

because all of the items within a specific group typically do not have identical service

lives, but have lives which are dispersed over a range of time. Utilizing a group

depreciation procedure allows for a condensed application of depreciation rates to

groups of similar property in lieu of extensive depreciation calculations on an item by

item basis. The two more common group depreciation procedures are the Broad Group

(BG) and Equal Life Group (ELG) approach.

ln developing depreciation rates using the Broad Group procedure, the annual

depreciation rate is based on the average life of the overall property group, which is

then applied to the group's surviving original cost investment. A characteristic of this

procedure is that retirements of individual units occurring prior to average service life

will be under depreciated, while individual units retired after average service life will be

3-4
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over depreciated when removed from service, but overatl, the group investment will

achieve full recovery by the end of the life of the total property group. That is, the under

recovery occurring early in the life of the account is balanced by the over recovery

occurring subsequent to average service life. ln summary, the cost of the investment is

complete at the end of the property's life cycle, but the rate of recovery does not match

the consumption pattern which was used to provide service to the company's

customers.

Under the average service life procedure, the annual depreciation rate is

calculated by the following formula:

Annual Accrual Rate, percent = 100% - Salvaoe X 100
Average Service Life

The application of the broad group procedure to life span groups results in each

vintage investment having a different average service life. This circumstance exists

because the concurrent retirement of all vintages at the anticipated retirement year

results in truncating and, therefore, restricting the life of each successive years vintage

investment. An average service life is calculated for each vintage investment in

accordance with the above formula. Subsequently, a composite service life and

depreciation rate is calculated relative to all vintages within the property group by

weighting the life for each vintage by the related surviving vintage investment within the

group.

ln the Equal Life Group, the property group is subdivided, through the use of plant

life tables, into equal life groups. ln each equal life group, portions of the overall

property group includes that portion which experiences the life of the speciflc sub-group.

The relative size of each sub-group is determined from the overall group life

3-5
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characteristic (property dispersion curve). This procedure both overcomes the

disadvantage of voluminous record requirements of unit depreciation, as well as

eliminates the need to base depreciation on overall lives as required under the broad

group procedure. The application of this procedure results in each sub-group of the

property having a single life. ln this procedure, the full cost of short lived units is accrued

during their lives leaving no under accruals to be recovered by over accruals on long

lived plant. The annual depreciation for the group is the summation of the depreciation

accruals based on the service life of each Equal Life Group.

The ELG Procedure is viewed as being the more deflnitive procedure for

identifying the life characteristics of utility property and as a basis for developing service

lives and depreciation rates, nevertheless, the Broad Group procedure is more widely

utilized throughout the utility industry by regulatory commissions as a basis for

depreciation rates. That is, the ELG Procedure is more definitive because it allocates

the capital cost of a group property to annual expense in accordance with the

consumption of the property group providing service to customers. ln this regard, the

company's customers are more appropriately charged with the cost of the property

consumed in providing them service during the applicable service period. The more

timely return of plant cost is accomplished by fully accruing each unit's cost during its

service life, thereby not only reducing the risk of incomplete cost recovery, but also

resulting in less return on rate base over the life of a depreciable group. The total

depreciation expense over the life of the property is the same for all procedures which

allocate the full capital cost to expense, but at any speciflc point in time, the depreciated

original cost is less under the ELG procedure than under the BG procedure. This

circumstance exists because under the equal life group procedure, the rate base is not

3-6 
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maintained at a level of greater than the future service value of the surviving plant as is

the case when using the average service life procedure. Consequently, the total return

required from the ratepayers is less under the ELG procedure.

While the Equal Life Group procedure has been known to depreciation experts for

many years, widespread interest in applying the procedure developed only after high

speed electronic computers became available to perform the large volume of arithmetic

computations required in developing ELG based depreciation lives and rates. The table

on the following page illustrates the procedure for calculating equal life group

depreciation accrual rates and summarizes the results of the underlying calculations.

Depreciation rates are determined for each age interval (one year increment) during the

life of a group of property which was installed in a given year or vintage group. The agd

of the vintage group is shown in column (A) of the ELG table. The percent surviving at

the beginning of each age interval is determined from the lowa 10-R3 survivor curve

which is set forth in column (B). The percent retired during each age interval, as shown

in column (C), is the difference between the percent surviving at successive age

intervals. Accordingly, the percentage amount of the vintage group retired deflnes the

size of each equal life group. Forexample, during the interval3ll2lo 4112, 1.93690

percent of the vintage group is retired at an average age of four years. ln this case, the

1.93690 percent of the group experiences an equal life of four years. Likewise, 3.00339

percent is retired during the interval4ll2to 5112 and experiences a service life of five

years. Furthermore, 4.42969 percent experiences a six-year life; etc. Calculations are

made for each age interval from the zero age interval through the end of the life of the

vintage group. The average service life for each age interval's equal life group is shown

in column (E) of the table.

3-7 
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XYZ UTILITY COMPANY

CALCULATION OF ASL, ARL AND ACCRUED DEPRECIATION FACTORS

BASED UPON AN |OWA 10-R3 CURVE USTNG THE EQUAL L|FE cROUp (ELG) PROCEDURE

Table 7

EOUAL LIFE GROUP
LIFE

TABLE
AMOUNT

FOR

REMAINING

(G)

0.0583036

0.113'1019

0.1098013

0.106215S

0.101u42

0.0964196

0.0897248

0.0815237

0.o715375

0.0595783

0.0459365

0.0318066

0.0191557

0.0097249

0.0039775

0.001 I 663

0.0001788

0.000002s

0.0000000

1.0000000

ACCRUED
DEPR
RES

FACTOR

(K)

AGE AT

BEGIN OF

INTERVAL

(A)

0.0

0.5

1.5

2.5

3.5

1.3

5.5

6.5

7.5

8.5

9.5

10.5

'tf.5

12.5

{3.5

14.5

15.5

16.5

17.5

AGE OF

AMOUNT

RETIRED

(E)

0.25

1.0

2.O

3.0

4.0

5.0

6.0

7.0

8.0

9.0

'10.0

11 .0

12.0

13.0

't4.0

15.0

16.0

17.0

't8.0

AMOUNT
FOR

EACH

(F)

0.00091 98

0.0033314

0.0032697

0.0039012

o.0048422

0.0060068

0.0073828

0.00901 95

0.0109529

0.0129653

o.o14318r'.

0.0139415

0.01 1 3601

0.0075015

0.0039932

0.0016293

0.0003458

0.0000059

0.0000000

AVERAGE

SERVICE

LIFE

(H)

8.57

8.82

9.04

9.29

9.50

9.78

10.10

10.45

10.86

't1.32

I 1.86

'12.47

13.14

13.85

.t4.59

15.31

16.03

17.00

AVERAGE

REMAINING

LIFE

(ll

8.57

8.32

7.54

6.76

6.00

5.28

4.60

3.95

3.36

2.82

2.36

1.97

1.64

1.35

1.09

0.81

0.53

0.50

ELG/ARL

DEPR

RATE

(J)

11.67

't1.34

11.06

10.80

10.52

10.22

9.90

9.57

9.21

8.83

8.43

8.02

7.61

7.22

6.85

6.53

6.24

5.88

RETIREMENT

DURING

INTERVAL

(ct

0.00091 98

0.0033314

0.0065393

0.0117037

0.01 93690

0.0300339

0.0442969

0.0631367

o.0876232

0.1 166879

0.1431 836

0.1 533568

0.1 36321 6

0.09751 99

0.0559043

0.0244398

0.0055324

0.0000998

0.0000000

BEGIN OF

INTERVAL

(B)

1.0000000

0.9990802

0.9957488

0.9892095

0.9775058

0.9581368

0.929"1029

0.8838060

0.8206693

0.7330461

0.6163582

o.4731746

0.31 981 78

0.1 834962

0.0859763

0.0300720

0.0056322

0.0000998

0.0000000

AVERAGE

SURVIVING

(D)

0.9995401

0.9974145

0.9924792

0.9833577

0.967821 3

0.9431 199

0.9059545

0.8522377

0.7768577

0.6747022

0.5447664

0.3964962

0.2516570

0.1 347363

0.0580242

0.0178521

0.0028660

0.0000499

0.0000000

LIFE
GROUPS

LIFE
GROUP

0.0000000

0.0566975

0.1 659501

0.270D337

0.3683062

0.4600565

0.5447146

0.6217794

0.6906424

0.7505770

0.8010714

0.8423003

0.875361 6

0.9022159

0.9254232

0,9473077

0.9667657

0.9705882

1.0000000

The amount to be accrued annually for each equal life group is equal to the

percentage retired in the equal life group divided by its service life. ln as much as
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additions and retirements are assumed, for calculation purposes, to occur at midyear

only one-half of the equal life group's annual accrual is allocated to expense during its

flrst and last years of service life. The accrual amount for the property retired during

age interval 0 to .5 must be equal to the amount retired to insure full recovery of that

component during that period. The accruals for each equal life group during the age

intervals of the vintage group's life cycle are shown in column (F). The total accrual for

a given year is the summation of the equal life group accruals for that year. For

example, the total accrual for the second year, as shown in column (G), is 11.31019

percent and is the sum of all succeeding years remaining equal life group accruals plus

one half of the current years life group accrual listed in column (F). For the zero age

interval year, the total accrual is equal to one half of the sum of all succeeding years

remaining equal life accruals plus the amount for the zero interval equal life group

accrual. The one half year accrual for the zero age interval is consistent with the half

year convention relative to property during its installation year. The sum of the annual

accruals for each age interval contained in column (G) total to 1.000 demonstrating that

the developed rates will recover 100o/o of plant no more and no less. The annual

accrual rate which will result in the accrual amount is the ratio of the accrual amount

(11.31019 percent) to the average percent surviving during the interval, column (D),

(99.74145 percent), which is a rate of 11.34% (column J). Column (J) contains a

summary of the accrual rates for each age interval of the property groups life cycle

based upon an lowa 10-R3 survivor curve.

Remaining Life Technique

ln the Average Remaining Life depreciation technique, the annual accrual is

calculated according to the following formula where, (A) the annual depreciation for
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each group equals, (D) the depreciable cost of plant less (U) the accumulated provision

for depreciation less (S) the estimated future net salvage, divided by (R) the composite

remaining life of the group:

A=D-U-S
R

The annual accrual rate (a) is expressed as a percentage of the depreciable plant

balance by dividing the equation by (D) the depreciable cost of plant times 100.

(a) =D-U-Sx1x100
RD

As further indicated by the equation, the accumulated provision for depreciation

by vintage is required in order to calculate the remaining life depreciation rate for each

property group. ln practice, most often such detail is not available; therefore, composite

remaining lives are determined for each depreciable group, (i.e., property account).

The remaining life for a depreciable group is calculated by first determining the

remaining life for each vintage year in which there is surviving investment. This is

accomplished by solving the area under the survivor curye selected to represent the

average life and life characteristic of the property account. The remaining life for each

vintage is determined by dividing (D) the depreciable cost of each vintage, by (L) its

average service life, and multiplying this ratio by its average remaining life (E). The

composite remaining life of the group (R) equals the sums of products divided by the

sum of the quotients:

RGroup=fD/LxE
I D/L

The account level accumulated provision for depreciation, which was the basis for

developing the composite average remaining life accrual and annual depreciation rate
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for each property account as per this report, was obtained from the Company's books

and records.

Salvaqe

Net salvage is the difference between gross salvage, or what is received when an

asset is disposed of, and the cost of removing it from service. Salvage experience is

normally included with the depreciation rate so that current accounting periods reflect a

proportional share of the ultimate abandonment and removal cost or salvage received at

the end of the property service life. Net salvage is said to be positive if gross salvage

exceeds the cost of removal, but if cost of removal exceeds gross salvage the result is

then negative salvage.

The cost of removal includes such costs as demolishing, dismantling, tearing

down, disconnecting or otherwise removing plant, as well as normal environmental

clean up costs associated with the property. Salvage includes proceeds received for

the sale of plant and materials or the return of equipment to stores for reuse.

Net salvage experience is studied for a period of years to determine the trends

which have occurred in the past. These trends are considered together with any

changes that are anticipated in the future to determine the future net salvage factor for

remaining life depreciation purposes. The net salvage percentage is determined by

relating the total net positive or negative salvage to the book cost of the property

investment.

Many retired assets generate little, if any, positive salvage. lnstead, many of the

Company's asset property groups generate negative net salvage at end of their life as a

result of the cost of removal (retirement).

The method used to estimate the retirement cost is a standard analysis
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approach which is used to identify a company's historical experience with regard to

what the end of life cost will be relative to the cost of the plant when first placed into

service. This information, along with knowledge about the average age of the historical

retirements that have occurred to date, enables the depreciation professional to

estimate the level of retirement cost that will be experienced by the Company at the end

of each property group's useful life. The study methodology utilized has been

extensively set forth in depreciation textbooks and has been the accepted practice by

depreciation professionals for many decades. Furthermore, the cost of removal

analysis approach is the current standard practice used for mass assets by essentially

all depreciation professionals in estimating future net salvage for the purpose of

identifying the applicable depreciation for a property group. There is a direct

relationship to the installation of specific plant in service and its corresponding removal

in that the installation is its beginning of life cost while the removal is its end of life cost.

Also, it is important to note that average remaining life based depreciation rates

incorporate future net salvage which is routinely more representative of recent versus

longterm past average net salvage.

The Company's historical net salvage experience was analyzed to identify the

historical net salvage factor for each applicable property group. This analysis routinely

identifies that historical retirements have occurred at average ages significantly prior to

the property group's average service life. This occurrence of historical retirements, at

an age which is significantly younger than the average service life of the property

category, clearly demonstrates that the historical data does not appropriately recognize

the true level of retirement cost at the end of the property's useful life. An additional

level of cost to retire will occur due to the passage of time until all the current in service
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plant is retired at end of life. That is, the level of retirement costs will increase over time

until the average service life is attained. The estimated additional inflation, within the

estimate of retirement cost, is related to those additional year's cost increases (primarily

higher labor costs over time) that will occur prior to the end of the property group's

average life.

To provide an additional explanation of the issue, several general principles

surrounding property retirements and related net salvage need to be highlighted. Those

are that as property continues to age, the retirement of assets, if generating positive

salvage when retired, will typically generate a lower percent of positive salvage. By

comparison, if the class of property is one that typically generates negative net salvage

(cost of removal), with increasing age at retirement the negative percentage as related

to original cost will typically be greater. This situation is routinely driven by the higher

labor cost with the passage of time.

Next, a simple example will aid in a better understanding of the above discussed

net salvage analysis and the required adjustment to the historical analysis results.

Assume the following scenario. A company has two (2) cars, Car #1 and Car #2, each

purchased for $20,000. Car#1 is retired after2 years and Car#2, is retired after 10

years. Accordingly, the average life of the two cars is six (6) years (2 Yrs. Plus 10

Yrs./2). Car #1 generates 75% salvage or $15,000 when retired and Car #2 generates

5% salvage or $1,000 when retired.

Unit Cost Ret. Age (Yrs) % Salv. Salvaqe Amount

Car#1 $20,000 2 75o/o $15,000

. Car # 2 20,000 10 5o/o 1 ,000

Total 40,000 6 40o/o 16,000
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Assume an analysis of the experienced net salvage at year three (3). Based

upon the Car #1 retirement, which was retired at a young age (2 Yrs.) as compared to

the average six (6) year life of the property group, the analysis indicates that the

property group would generate 75% salvage. This analysis indication is incorrect and is

the result of basing the estimate on incomplete data. That is, the estimate is based

upon the salvage generated from a retirement that occurred at an age which is far less

than the average service life of the property group. The actual total net salvage, that

occurred over the average life of the assets (which experienced a six (6) year average

life for the property group) is 40% as opposed to the initial incorrect estimate of 75%.

This is exactly the situation with the majority of the Company's historical net

salvage data except that most of the Company's plant property groups routinely

experience negative net salvage (cost of removal) as opposed to positive salvage.

The total end of life net salvage amount must be incorporated in the development

of annual depreciation rates to enable the Company to fully recover its total plant life

costs. Otherwise, upon retirement of the plant, the Company will incur end of life costs

without having recovered those plant related costs from the customers who benefitted

from the use of the expired plant.

With regard to location type properties (e.9. generation facilities, etc.) a company

will routinely experience both interim and terminal net salvage. lnterim net salvage

occurs in conjunction with interim retirements that occur throughout the life of the asset

group. This net salvage activity (routinely and largely cost of removal) is attributable to

the removal of components within the Company's facilities to enable the placement of a

new asset component. lnterim net salvage is routinely negative given the care required

in removing the defective component so as not to damage the remaining plant in

3'14 
AUS consultants



Docket No. 2018-0388
Exhibit KWSC-T-'102

Water Depreciation Study
Wtness: Stout

service. Interim net salvage is applicable to the estimated interim retirement assets.

The terminal net salvage component is attributable to the end of life costs

incurred (less any gross salvage received) to disconnect, remove, demolish and/or

dispose of the operating asset. Terminal net salvage is attributable to those assets

remaining in service subsequent to the occurrence of interim retirements.

The total net salvage incorporated into the depreciation rate for location type

plant account investments is the sum of interim and terminal net salvage. Both of the

items must be incorporated in the development of annual depreciation rates to enable

the Company to fully recover its total plant life costs. Otherwise, upon retirement of the

plant, the Company will incur end of life costs without having recovered those plant

related costs from the customers who benefltted from the use of the expired facility.

Service Lives

Several factors contribute to the length of time or average service life which the

property achieves. The three (3) major categories under which these factors fall are:

(1) physical; (2) functional, and; (3) contingent casualties.

The physical category includes such things as deterioration, wear and tear and

the action of the natural elements. The functional category includes inadequacy,

obsolescence and requirements of governmental authorities. Obsolescence occurs

when it is no longer economically feasible to use the property to provide service to

customers or when technological advances have provided a substitute of superior

performance. The remaining factor of contingent casualties relates to retirements

caused by accidental damage or construction activity of one type or another.

ln performing the life analysis for any property being studied, both past

experience and future expectations must be considered in order to fully evaluate the
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circumstances which may have a bearing on the remaining life of the property. This

ensures the selection of an average service life which best represents the expected life

of each property investment.

Survivor Curves

The preparation of a depreciation study or theoretical depreciation reserve

typically incorporates smooth curves to represent the experienced or estimated survival

characteristics of the property. The "smoothed" or standard survivor curves generally

used are the family of curves developed at lowa State University which are widely used

and accepted throughout the utility industry.

The shape of the curves within the lowa family are dependent upon whether the

maximum rate of retirement occurs before, during or after the average service life. lf the

maximum retirement rate occurs earlier in life, it is a left (L) mode curve; if occurring at

average life, it is a symmetrical (S) mode curve; if it occurs after average life, it is a right

(R) mode curve. ln addition, there is the origin (O) mode curve for plant which has

heavy retirements at the beginning of life.

Many times, actual Company data has not completed its life cycle, therefore, the

survivor table generated from the Company data is not extended to zero percent

surviving. This situation requires an estimate be made with regard to the remaining

segment of the property group's life experience. Furthermore, actual Company

experience is often erratic, making its utilization for average service life estimating

difficult. Accordingly, the lowa curves are used to both extend Company experience to

zero percent surviving as well as to smooth actual Company data.

Studv Procedures

Several study procedures were used to determine the prospective service lives
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recommended for the Company's plant in service. These include the review and

analysis of historical retirements, current and future construction, historical experience

and future expectations of salvage and cost of removal as related to plant investment.

Service lives are affected by many different factors, some of which can be obtained

from studying plant experience, others which may rely heavily on future expectations.

When physical aspects are the controlling factor in determining the service life of

property, historical experience is a valuable tool in selecting service lives. In the case

where changing technology or a less costly alternative develops, then historical

experience is of lesser value.

While various methods are available to study historical data, the principal

methods utilized to determine average service lives for a Company's property are the

Retirement Rate Method, the Simulated Plant Record Method, the Life Span Method,

and the Judgnient Method.

Retirement Rate Method - The Retirement Rate Method uses actual Company

retirement experience to develop a survivor curve (Observed Life Table) which is used

to determine the average service life being experienced in the account under study.

Computer processing provides the opportunity to review various experience bands

throughout the life of the account to observe trends and changes. For each experience

band studied, the "observed life table" is constructed based on retirement experience

within the band of years. In some cases, the total life of the account has not been

achieved and the experienced life table, when plotted, results in a "stub curve." lt is this

"stub curve" or total life curve, if achieved, which is matched or fitted to a standard

Survivor curve. The matching process is performed both by computer analysis, using a

least squares technique, and by manually plotting observed life tables to which smooth
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curves are fitted. The fitted smooth curve provides the basis to determine the average

service life of the property group under study.

Simulated Balances Method - ln this method of analysis, simulated surviving

balances are determined for each balance included in the test band by multiplying each

proceeding year's original gross additions installed by the Company by the appropriate

factor of each Standard Survivor Curve, summing the products, and comparing the

results with the related year end plant balance to determine the "best fitting" curve and

life within the test period. Various test bands are reviewed to determine trends or

changes to indicated service lives in various bands of years. By definition, the curve

with the "best fit" is the curve which produces simulated plant balances that most

closely matches the actual plant balances as determined by the sum of the "least

squares". The sum of the "least squares" is arrived at by starting with the difference

between the simulated balances and the actual balance for a given year, squaring the

difference, and the curve which produces the smallest sum (of squared difference) is

judged to be the "best fit".

Period Retirements Method - The application of the Period Retirements Method

is similar to the "Simulated Plant Balances" Method, except the procedure utilizes a

Standard Survivor Curve and service life to simulate annual retirements instead of

balances in performing the "least squares" fitting process during the test period. This

procedure does tend to experience wider fluctuations due to the greater variations in

level of experienced retirements versus additions and balances thereby producing

greater variation in the study results.

Life Soan Method - The Life Span or Forecast Method is a method utilized to

study various accounts in which the expected retirement dates of specific property or
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locations can be reasonably estimated. ln the Life Span Method, an estimated probable

retirement year is determined for each location of the property group. An example of

this would be a structure account, in which the various segments of the account are "life

spanned" to a probable retirement date which is determined after considering a number

of factors, such as management plans, industry standards, the original construction

date, subsequent additions, resultant average age and the current - as well as the

overall - expected service life of the property being studied. lf, in the past, the property

has experienced interim retirements, these are studied to determine an interim

retirement rate. Otherwise, interim retirement rate parameters are estimated for

properties which are anticipated to experience such retirements. The selected interim

service life parameters (lowa curve and life) are then used with the vintage investment

and probable retirement year of the property to determine the average remaining life as

of the study date.

Judqment Method - Standard quantitative methods such as the Retirement Rate

Method, Simulated Plant Record Method, etc. are normally utilized to analyze a

Company's available historical service life data. The results of the analysis together

with information provided by management as well as judgment are utilized in estimating

the prospective recommended average service lives. However, there are some

circumstances where sufficient retirements have not occurred, or where prospective

plans or guidelines are unavailable. ln these circumstances, judgment alone is utilized

to estimate service lives based upon service lives used by other utilities for this class of

plant as well as what is considered to be a reasonable life for this plant giving

consideration to the current age and use of the facilities.
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Kona Water (KW)

Studv Analvsis Results & Recommendations

ACCOUNT - 311.00 Structures & Imnrovements

Historical Experience

Plant Statistics Plant Balance: $34,499
Average Age of Survivors:3.34 years
Original Gross Additions : $34,499
Oldest Surviving vintage :2014
Retirements: $0 or 0% of historical additions.
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
Califomia Water Data Avg: N/A

Estimate Average Service Life: 45-R4

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
California Water Data Avg: N/A

Estimate Future Net Salvage: -10Yo

Plant Considerations/Tutu re Exnectations

Several of the Company's well sites include relatively small structures to house well site and pumping
related equipment. The Company's service area is relatively compact being only approximately a few
miles square, however the terrain in which the wells are located is rugged in some cases requiring all
wheel drive vehicles to access. Each of the sites is visited on a regular schedule to insure proper
monitoring and maintenance.
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Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Denreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 45-R4

Future Net Salvage: -10%6

New Rate @New Parameters

Rate 2.35%
Av. Remaining Life 41.67 years

Old Rate @ Old Parameters

3.33%
N/A
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ACCOUNT - 315.00 Wells

Historical Experience

Plant Statistics Plant Balance: 5803
Average Age of Survivors : I .50 years
Original Gross Additions: $803
Oldest Surviving vintage :2016
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 29 -65 Years
Average of Industry Data: 45 Years
California Water Data Avg: 56 Years

Estimate Average Service Life: 50-R3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: -SYoto -130%
Average of Industry Data: -54Yo

California Water Data Avg: -l27Yo

Estimate Future Net Salvage: -35Yo

Plant Considerations/Futu re Expectations

The investments contained within this property group are related to a variety of potable wells and
appurtenant equipment located throughout the company's service territory. The Kona entities have a

variety of potable wells to serve customers. Some of the sites include relatively small structures to
house well site and pumping related equipment. The Company's service area is relatively compact being
only approximately a few miles square, however the terrain in which the wells are located is somewhat
rugged in some cases requiring all wheel drive vehicles to access. Each of the sites is visited on a
regular schedule to insure proper monitoring and maintenance. The typical well site includes the well,
in some cases a structure to house the controls, and the well head. A majority of the wells are equipped
with submersible pumps.

Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality
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Currgnt Denreciation Parameters

Implicit Life (Yrs): 40.1

Net Salvage: N/A

Pronosed Depreciation Parameters

ASL/Curve: 50-R3

Future Net Salvage: -35Yo

New Rate @New Parameters

Rate
Av. Remaining Life

2.69Yo

48.52 years

Old Rate @ Old Parameters

2.49%
N/A
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Historical Experience

Plant Statistics Plant Balance: $14,617
Average Age of Survivors : 1.50 years
Original Gross Additions: $14,617
Oldest Surviving vintage :2016
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 38 - 65 Years
Average of Industry Data:52 Years
California Water Data Avg: 52 Years

Estimate Average Service Life: 50-R3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: -3Yoto -15%o

Average of Industry Data: -9Yo

California Water Data Avg: -9Yo

Estimate Future Net Salvage: -l0Yo

Plant ConsiderationslFuture Expectations

The limited investment contained within this property group is relative to a Bufferfly valve located at
HR-5 well site.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 40.0

Net Salvage: N/A
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Pronosed Depreciation Parameters

ASL/Curve: 50-R3

Future Net Salvage: -l0Yo

New Rate @New Parameters

Rate
Av. Remaining Life

2.21%
48.52 years

Old Rate @ Old Parameters

2.50Vo
N/A
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ACCOUNT - 321.00 Pumnins Structures & Improvemenfs

Historical Exnerience

Plant Statistics Plant Balance: $1,609
Average Age of Survivors: 5.50 years
Original Gross Additions: $1,609
Oldest Surviving vintage :2012
Retirements: $0 or 0% of historical additions.
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 25 - 50 Years
Average of Industry Data:37 Years
California Water Data Avg: 29 Years

Estimate Average Service Life: 40-R3

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: -3Yoto -60Vo

Average of Industry Data: -19%o

California Water Data Avg: -29Yo

Estimate Future Net Salvage: -20Yo

Plant Considerations/Future Expectations

The limited investment contained within this property group is relative to a minor structure.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A
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ASL/Curve: 40-R3

Future Net Salvage: -20%o

New Rate @New Parameters

Rate 2.92Vo

Av. Remaining Life 34.64 yearc

Old Rate @ Old Parameters

3.33%
N/A
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ACCOUNT - 324.00 Pumnine Equinment

Historical Exnerience

Plant Statistics Plant Balance: 52,230,274
Average Age of Survivors : 9.51 years
Original Gross Additions : $2,41 3,901

Oldest Surviving vintage :2003
Retirements :9183,627 or 7.6Vo of historical additions.
Average Age of Retirements : 12.9 years

Experience Band 2003-2017 (Full Depth) 2l-L3

Average Service Life: Industry Information/Judgment

Range of Data: l5 - 36 Years
Average of Industry Data:26 Years
California Water Data Avg: 3l Years

Estimate Average Service Life: 2l-L3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: -So/oto -35Yo

Average of Industry Data: -l4Yo
California Water Data Avg: -10%

Estimate Future Net Salvage: -l0Yo

Plant ConsiderationslFuture Expectations

The investments contained within this property group are related to pumping equipment located at a
variety of potable wells and appurtenant equipment located throughout the company's service territory.
The Kona entities have a variety of potable wells to serve customers. Some of the sites include
relatively small structures to house well site and pumping related equipment. The Company's service
area is relatively compact being only approximately a few miles square, however the terrain in which
the wells are located is somewhat rugged in some cases requiring all wheel drive vehicles to access.

Each of the sites is visited on a regular schedule to insure proper monitoring and maintenance. The
typical well site includes the well, in some cases a structure to house the controls, and the well head. A
majority of the wells are equipped with submersible pumps.

Life Analysis Method: Retirement Rate Analysis (Actuarial) - Industry Information/Judgment
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Docket No. 201 8-0388
Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

Average Remaining Life Development: Full Mortality

Current Denreciation Parameters

Implicit Life (Yrs): 73.3

Net Salvage: N/A

Pronosed Depreciation Parameters

ASL/Curve: 2l-L3

Future Net Salvage: -l0Yo

Rate
Av. Remaining Life

New Rate @New Parameters

4.66%
12.35 years

Old Rate @ Old Parameters

1.36%
N/A
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

ACCOUNT - 324.10 Svstem Control Comnuter Equinment

Historical Experience

Plant Statistics Plant Balance : $936, I 50
Average Age of Survivors : I 1.89 years
Original Gross Additions : $936,150
Oldest Surviving vintage : 2003
Retirements: $0 or 0% of historical additions.
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
California Water Data Avg: N/A

Estimate Average Service Life: 10-R3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
California Water Data Avg: N/A

Estimate Future Net Salvage: 0%

Plant Considerations/Future Exnectations

This investment is related to Telemetry property installed to control the water operating property.
Telemetry equipment is electronic based facilities that are subject to ongoing upgrades and

obsolescence.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 3,066.5

Net Salvage: N/A
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

Pronosed Depreciation Parameters

ASL/Curve: l0-R3

Future Net Salvage: 0%

New Rate @New Parameters Old Rate @ Old Parameters

Rate
Av. Remaining Life

0.82%
1.38 years

0.03%
N/A
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Exhibit KWSC-T-102

Water Depreciation Study

ACCOUNT - 331.00 Water Treatment Structures & Improvements \Mtness: stout

Historical Exnerience

Plant Statistics Plant Balance : $2,647,464
Average Age of Survivors: 12.50 years
Original Gross Additions : 82,647,464
Oldest Surviving Vintage : 2005
Retirements: $0, or 0% of historical additions
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 32 - 50 Years
Average of Industry Data: 40 Years
California Water Data Avg: 40 Years

Estimate Average Service Life: 40-R3

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: 0Yoto -25%o

Average of Industry Data: -l\Yo
California Water Data Avg: -10%

Estimate Future Net Salvage: -l0Yo

Plant Considerations/Future Expectations

This category of property includes the investments related to the I MGD RO water filtration plant.
Among other ongoing capital requirements the property, which equipped with 4 Membrane Trains that
require replacement throughout the overall life of the facility. Currently, Victaulic couplings between
membrane trains are failing and require replacement. A project for this task is planned for 2018. In
addition to the Victaulic couplings, the membrane trains themselves require replacement after reaching
the end of their useful life---which is dependent upon the source water quality. A project for the
completion of the Membrane B Train is scheduled for 2018.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality
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Exhibit KWSC-T-102

Water Depreciation Study
Witness: Stout

Current DeDreciation Parameters

Implicit Life (Yrs): 50.3

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 40-R3

Future Net Salvage: -l0Yo

Rate
Av. Remaining Life

New Rate @New Parameters

3.07%
28.06 years

Old Rate @ Old Parameters

t.99%
N/A

4-14



Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

ACCOUNT - 332.00 Water Treatment Equipment

Historical Experience

Plant Statistics Plant Balance: 5336,009
Average Age of Survivors : 7 .42 years
Original Gross Additions : $341,693
Oldest Surviving Vintage : 2005
Retirements: $5,684, or l.7o/o of historical additions.
Average Age of Retirements : 7.6 yearc

ExperienceBand 2005-2017(FullDepth)38-R2.5

Average Service Life: Industry InformationiJudgment

Range of Data: 12 - 44 Years
Average of Industry Data:26 Years
California Water Data Avg: 39 Years

Estimate Average Service Life: 38-R2.5

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: D%oto -40%o

Average of Industry Data: -9%o

California Water Data Avg: -6Yo

Estimate Future Net Salvage: -5Yo

Plant ConsiderationslFuture Expectations

This category of property includes the appurtenant equipment investments related to the 1 MGD RO
water filtration plant. Among other ongoing capital requirements, the property is equipped with 4
Membrane Trains that require replacement throughout the overall life of the facility. Currently,
Victaulic couplings between membrane trains are failing and require replacement. A project for this task
is planned for 2018. In addition to the Victaulic couplings, the membrane trains themselves require
occasional replacement after reaching the end of their useful life--which is dependent upon the source
water quality. A project for the completion of the Membrane B Train is scheduled for 2018.

Life Analysis Method: Retirement Rate Analysis (Actuarial) - Industry Information/Judgment

Average Remaining Life Development: Full Mortality
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

Current Denreciation Parameters

Implicit Life (Yrs): 40.6

Net Salvage: N/A

Pronosed Denreciation Parameters

ASL/Curve: 38-R2.5

Future Net Salvage: -5%

Rate
Av. Remaining Life

New Rate @New Parameters

2.tt%
31.18 years

Old Rate @ Old Parameters

2.46%
N/A
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

ACCOUNT - 342.00 Reservoirs & Tanks

Historical Experience

Plant Statistics Plant Balan ce : $2,57 5,847
Average Age of Survivors: 13.44yearc
Original Gross Additions : 92,57 5,847
Oldest Surviving vintage :2003
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 37 - 100 Years
Average of Industry Data: 53 Years
California Water Data Avg: 44Years

Estimate Average Service Life: 50-R3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry lnformation/Judgment

Range of Data: -l0Yoto -600/o

Average of Industry Data: -27oh

California Water Data Avg: -52Yo

Estimate Future Net Salvage -25%o

Plant Considerations/Tuture Expectations

The Waikoloa entities have storage tanks ranging from 500,000 to more than a million gallons as well as

several smaller capacity tanks. The tanks are typically of steel construction.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 50.3

Net Salvage: N/A
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Exhibit KWSC-T-102

Water Depreciation Study
VMtness: Stout

Proposed Depreciation Parameters

ASL/Curve: 50-R3

Future Net Salvage: -25Vo

New Rate @New Parameters

Rate 2.64%
Av. Remaining Life 37.09 years

Old Rate @ Old Parameters

199%
N/A
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ACCOUNT - 343.40 Mains-All Others

Docket No. 2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Witness: Stout

Historical Experience

Plant Statistics Plant Balance : $3,658,108
Average Age of Survivors: 13.56 years
Original Gross Additions : $3,658, I 08
Oldest Surviving Vintage :2003
Retirements: $0 or 0% of historical additions
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 64 - 98 Years
Average of Industry Data:76 Years
California Water Data Avg: 68 Years

Estimate Average Service Life: 80-R2.5

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: -l}Yoto -60Yo

Average of Industry Data: -38Vo

California Water Data Avg: -45Vo

Estimate Future Net Salvage: -40Yo

Plant Considerations/Future Exnectations

The Mains property group contains the Company's investment in Transmission and Distribution Mains
and comprises approximately 55 percent of the Company's depreciable plant in service. Within the
Mains property group investment approximately 670/o is Ductile Iron pipe construction while the
remaining approximate 33Vo is of Asbestos Cement pipe construction with some limited other material
types. The pipe sizes range from smaller 4 diameter upwards to 20 inch diameter pipe. A large portion
of the Mains facilities are comprise of 8 in through 12 inch diameter pipe.

Sufficient levels of plant retirement records have not been maintained to develop any meaningful service
life indications. Accordingly, average service lives for each of the applicable property groups were
estimated giving consideration of general ranges of lives used throughout the industry as well as for the
Companies parent operating entity California Water Company.

This property class includes the minor investments in non-classified Mains located within the
Company's service territory.

Life Analysis Method : Industry Information/Judgment
4-t9
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Exhibit KWSC-T-'102

Water Depreciation Study
Witness: Stout

Average Remaining Life Development: Full Mortality

Current DeDreciation Parameters

Implicit Life (Yrs): 51.1

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 80-R2.5

Future Net Salvage: -40%o

New Rate @New Parameters Old Rate @. Old Parameters

Rate
Av. Remaining Life

1.64%
67.42years

1.96%
N/A

4-20



ACCOUNT - 343.50 Mains-Ductile Iron

Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Witness: Stout

Historical Exnerience

Plant Statistics Plant Balan ce : $7,484,413
Average Age of Survivors: 13.82 years
Original Gross Additions : 97,484,413
Oldest Surviving Vintage :2003
Retirements: $0 or 0% of historical additions
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 64 - 98 Years
Average of Industry Data:76 Years
California Water Data Avg: 68 Years

Estimate Average Service Life: 80-R2.5

Co. HistoricalNet Salvage: N/A

Historical Net Salvage : Industry Information/Judgment

Range of Data: l0%oto -60Yo

Average of Industry Data: -38o/o

California Water Data Avg: -45Yo

Estimate Future Net Salvage: -40Vo

Plant Considerations/Future Expectations

The Mains property group contains the Company's investment in Transmission and Distribution Mains
and comprises approximately 55 percent of the Company's depreciable plant in service. Within the
Mains property group investment approximately 67Yo is Ductile Iron pipe construction while the
remaining approximate 33Yo is of Asbestos Cement pipe construction with some limited other material
types. The pipe sizes range from smaller 4 diameter upwards to 20 inch diameter pipe. A large portion
of the Mains facilities are comprise of 8 in through 12 inch diameter pipe.

Sufficient levels of plant retirement records have not been maintained to develop any meaningful service
life indications. Accordingly, average service lives for each of the applicable property groups were
estimated giving consideration of general ranges of lives used throughout the industry as well as for the
Companies parent operating entity California Water Company.

This property class includes the minor investments in non-classified Mains located within the
Company's service territory.
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Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 51.8

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 80-R2.5

Future Net Salvage: -40Yo

New Rate @New Parameters

Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Witness: Stout

Rate
Av. Remaining Life

1.68%
67.17 years

Old Rate @ Old Parameters

1.93%
N/A
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ACCOUNT - 348.00 Hvdrants

Historical Exnerience

Plant Statistics Plant Balance: $29,795
Average Age of Survivors:3.50 years
Original Gross Additions : $29,795
Oldest Surviving vintage :2014
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 50 - 80 Years

Range of Data: 5l - 83 Years
Average of Industry Data: 64 Years
California Water Data Avg: 74 Years

Estimate Average Service Life: 60-R2.5

Co. HistoricalNet Salvage: N/A

Historical Net Salvage : Industry lnformation/Judgment

Range of Data: -10% to -150%
Average of Industry Data: -45%o

California Water Data Avg: -40Yo

Estimate Future Net Salvage: -40Yo

Plant Considerations/Future Exnectations

This property group contains the Company's limited capitalized investment in hydrants.
specific replacement plans for this class of property.

Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 40.0

Net Salvage: N/A

Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

There are no
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Water Depreciation Study
\Mlness: StoutPronosed Depreciation Parameters

ASL/Curve: 60-R2.5

Future Net Salvage: -40o/o

Rate
Av. Remaining Life

New Rate @New Parameters

2.31%
56.71years

Old Rate @ Old Parameters

2.50%
N/A
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ACCOUNT - 372.10 Office Electronic Equinment/Computers

Docket No. 2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Wtness: Stout

Historical Exnerience

Plant Statistics Plant Balance: $6,546
Average Age of Survivors : 7.50 years
Original Gross Additions: $6,546
Oldest Surviving vintage : 2010
Retirements: $0 or 0% of historical additions
Average Age of Retirements: .0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range ofData: 5 - ll Years
Average of Industry Data;7 Years
California Water Data Avg: 8 Years

Estimate Average Service Life: 7-L3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: }Yoto \Yo
Average of Industry Data:0o/o
California Water Data Avg:UYo

Estimate Future Net Salvage: UYo

Plant Considerations/T'utu re Expectations

This property group investment is principally related to servers and PC equipment. Accordingly, this
property will continually experiencing upgrades and replacement on an ongoing basis.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 0.0

Net Salvage: N/A

4-25



Docket No. 2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Wtness: StoutProposed Denreciation Parameters

ASL/Curve: 7-L3

Future Net Salvage: 0%

New Rate (ANew Parameters

Rate
Av. Remaining Life

0.00Yo
2.05 years

Old Rate @ Old Parameters

0.00%
N/A
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Water Depreciation Study
\Mtness: Stout

ACCOUNT - 373.00 Transportation Equinment

Historical Experience

Plant Statistics Plant Balance : 5154,214
Average Age of Survivors : 5.59 years
Original Gross Additions : $154,214
Oldest Surviving Vintage :2010
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 6 - 15 Years

Range of Data: 6 - 15 Years
Average of Industry Data: 9 Years
California Water Data Avg: 8 Years

Estimate Average Service Life: 8-L3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: OYoto 20Yo

Average of Industry Data:8Yo
California Water Data Avg:7Yo

Estimate Future Net Salvage: l0%o

Plant ConsiderationslFuture Expectations

This property group investment is principally related to light trucks used in maintaining the Company's
operating property and providing customer seryice. The Company will continue to upgrade/replace its
transportation fleet on an as required basis.

Life Analysis Method: Retirement Rate Analysis (Actuarial) - Industry Information/Judgment

Average Remaining Life Development: Full Mortality
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Exhibit KWSC-T-102

Water Depreciation Study
Wtness: Stout

Current Depreciation Parameters

Implicit Life (Yrs): 9.4

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 8-L3

Future Net Salvage; lD%o

Rate
Av. Remaining Life

Now Rate @Now Parameters

3.15%
3.42years

Old Rate @ Old Parameters

r0.6s%
N/A
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Water Depreciation Study
Wtness: Stout

ACCOUNT - 374.00 Stores Equipment

Historical Experience

Plant Statistics Plant Balance:528,232
Average Age of Survivors:2.81 years

Original Gross Additions :528,232
Oldest Surviving Vintage :2013
Retirements: $0 or 0% of historical additions
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: NiA
California Water Data Avg: N/A

Estimate Average Service Life: 25-L2

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
California Water Data Avg: N/A

Estimate Future Net Salvage: UYo

Plant Considerations/Future Expectations

The equipment category typically includes facilities used for equipment and supply storage

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 40.0

Net Salvage: N/A
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Exhibit KWSC-T-102

Water Depreciation Study
Wtness: Stout

Proposed Depreciation Parameters

ASL/Curve: 25-L2

Future Net Salvage: Uoh

New Rate @New Parameters

Rate -4.20o/o

Av. Remaining Life 22.25 years

Old Rate @ Old Parameters

2.50%
N/A
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Water Depreciation Study
\Mtness: Stout

ACCOUNT - 375.00 Laboratorv Equinment

Historical Experience

Plant Statistics Plant Balance:$2,577
Average Age of Survivors : 6.50 years
Original Gross Additions :52,577
Oldest Surviving Vintage :2011
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A
California Water Data Avg:N/A

Estimate Average Service Life: l5-R2.5

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data:N/A
California Water Data Avg: N/A

Estimate Future Net Salvage: 0o%

Plant Considerations/Future Expectations

The equipment category typically includes facilities used for water quality testing purposes. Given the
continuing increase in regulatory requirements, ongoing upgrades of equipment will be required.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 20.0

Net Salvage: N/A
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Water Depreciation Study
\Mtness: Stout

Pronosed Depreciation Parameters

ASL/Curve: l5-R2.5

Future Net Salvage: UYo

New Rale @New Parameters

Rate 7.41%
Av. Remaining Life 9.21years

Old Rate @ Old Parameters

5.00%
N/A
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

ACCOUNT - 378.00 Tools. Shon & Garaee Equipment

Historical Experience

Plant Statistics Plant Balance :$18,387

Average Age of Survivors:4.35 years
Original Gross Additions: $19,478
Oldest Surviving Vintage :2011
Retirements: $1,091 or 5.6Yo of historical additions
Average Age of Retirements: 3.5 years

Experience Band 20ll-2017 (Full Depth) 20-50

Average Service Life: Industry Information/Judgment

Range of Data: l5 - 30 Years
Average of Industry Data:21 Years
California Water Data Avg: l7 Years

Estimate Average Service Life: 20-50

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: OYoto 5Yo

Average of Industry Data: l%o

California Water Data Avg: 0%

Estimate Future Net Salvage: 0%

PIant Considerations/f,'uture Exoectations

This property group is related to tools and equipment used by the Company's workforce to maintain the
distribution system.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 53.1

Net Salvage: N/A
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Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

Proposed Depreciation Parameters

ASL/Curve: 20-50

Future Net Salvage: UYo

New Rate @New Parameters

Rate 4.63%
Av. Remaining Life 16.47 yearc

Old Rate @ Old Parameters

1.88%
N/A
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Water Depreciation Study
\Mtness: Slout

SECTION 5
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Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
Witness: Stout

Kona lVater Service Company
(727) Konu Wuter (KW)

s24.00 PaMPTNG EQaTPMENT

Observed Life Table
Retirement Expr. 2003 TO 2017
Placement Years 2003 TO 2017

Age
$ Surviving At
Beginning of
Age Intewal

$2,413,901.45

$2,410,425.0',1

$2,220,430.99

$2,069,787.09

$1,947,530.37

$1,936,179.72

$1,854,248.41

$1,854,17s.53

$1 ,196,096.00

$1 ,196,096.00

$1,1S6,096.00

$1 ,188,947.00

$1,188,947.00

$1,107,545.05

$1 ,013,155.29

$ Retired
During The
Age Interval

$0.00

$0.00

$o.oo

$678.09

$8.24

$o.oo

$o.oo

$o.oo

$0.00

$0.00

$7,149.00

$o.oo

$81,401.95

$94,389.76

$o.oo

Retirement
Ratio

% Suwiving At
Beginning of
Age Interval

100.00

100.00

100.00

100.00

99.97

99.97

99.97

99.97

99.97

99.97

99.97

99.37

99.37

92.57

84.68

Intervul

0.0 - 0.5

0.5 - 1.5

1.5 - 2.5

2.5 - 3.5

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5

6.5 - 7.5

7.5 - 8.5

8.5 - 9.5

9.5 - 10.5

't0.5-'11.s

11.5 - 12.5

12.5 - 13.5

13.5 - 14.5

0.00000

0.00000

0.00000

0.00033

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00598

0.00000

0.06847

0.08522

0.00000
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Docket No.2018-0388
Exhibit KWSC-T-102

Water Depreciation Study
\Mtness: Stout

Kona lVater Service Company
(727) Kona Water 6W)

332.00 WATER TREATMENT EQaIPMENT

Observed LW Table
Retirement Expr. 2005 TO 2017
Placement Years 2005 TO 2017

Age
$ Sarviving At
Beginning of
Age Interval

$341,692.90

$338,573.70

$335,588.36

$330,059.21

$273,178.99

$273,1 78.99

$273,1 78.99

$91,339.00

$91,339.00

$91,339.00

$91,339.00

$88,034.00

$88,034.00

$ Retired
During The
Age Interval

Retirement
Ratio

% Surviving At
Beginning of
Age Interval

100.00

100.00
'100.00

100.00

99.28

99.28

99.28

99.28

99.28

99.28

99.28

95.69

95.69

fnterval

0.0 - 0.5

0.5 - 1.5

1.5 - 2.5

2.5 - 3.5

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5

6.5 - 7.5

7.5 - 8.5

8.5 - 9.5

9.5 - 10.5

10.5-11.5
't1.5 - 12.5

$0.00

$0.00

$o.oo

$2,378.82

$o.oo

$o.oo

$o.oo

$0.00

$0.00

$0.00

$3,305.00

$o.oo

$o.oo

0.00000

0.00000

0.00000

o.oo721

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.0361 8

0.00000

0.00000
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Water Depreciation
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Water Depreciation Study
\ /itness: Stout

Kona lVater Service Company
(727) Kona Water (KW)

378.00 TOOLS, SHOP & GARAGE EQUTPMENT

Observed LW Tuble
Retirement Expr. 2011 TO 2017
Placement Years 2011 TO 2016

Age
$ Surviving At
Beginning of
Age Interval

$19,477.65

$19,477.65

$18,269.34

$18,269.34

$13,334.07

$3,799.44

$866.21

S Retired
During The
Age Intewal

$0.00

$0.00

$0.00

$1,090.50

$0.00

$0.00

$0.00

Retirement
Ratio

% Suwiving At
Beginning of
Age Intewal

100.00

100.00

100.00

100.00

94.03

94.03

94.03

fnturval

0.0 - 0.5

0.5 - 1.5

1.5 - 2.5

2.5 - 3.5

0.00000

0.00000

0.00000

0.05969

0.00000

0.00000

0.00000

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5
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Water Depreciation Study
Wtness: Stout

SECTION 6
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona Water (KW)

311.00 STRACTURES & IMPROV.SAPPLY

Original Cost Of afiUA Plant In Service
And Development Of Composite Remaining Life as of December 31, 2017

Based Upon Broad Group/Remuining Life Procedure and Technique

Average Service Life: 45 Survivor Cuwe: R4

Vear

Q)

Original Avg. Service
Cost LiIe

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)

2014

2015

Total

28,868.50

5,630.62

v,499.12

45.00

45.00

45.00

641.52

't25.12

766.64

41.50

42.50

41.67

26,626.23

5,318.17

31,944.39

Composite Average Remaining Life... 41.67 Years
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona Water 6W)

315.00 WELLS

Original Cost Of afility Plant In Service
And Development of Composite Remaining Ltfe as of December 31, 2017

Based upon Broad Group/Remaining Life Procedure and rechnique

Average Service Life: 50 Survivor Cuwe: R3

Yeor

fl)

Original Avg. Seruice
Cost Lffe

Avg, Annual
Accrual

Avg. Remaining
LVe

6)

Future Annual
Accruals

(6)6) 4)
2016 803.28

803.28

50.00

16.07

Composite Average Remaining Life.., 48.52 Years

16.07 48.52 779.58

Total 50.00 48.t2 779.58
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Water Depreciation Study
VMtness: Stout

Kona Water Service Company
(727) Kona Water (Kll/)

316.40 SUPPLY MAINS - C.I, 10" - 76"

Original Cost Of Utility Plunt In Service
And Development Of Composite Remaining Life as of December 31, 2017

Based Upon Broad Groap/Remuining Life Procedure and Technique

Average Service Life: 50 Survivor Cuwe: R3

Year Ofiginal Avg. Service
Cost Life

(2) (s)

Avg, Annual
Accrual

(4)

Avg, Remaining
Ltfe

(s)

Future Annual
Accruals

(6)(1)

Total

't4,617.49

14,617.49

50.00

50.00

292.35

252.35

48.52

48.52

14,186.25

14,186.25

2016

Composite Average Remaining Life ... 48.52 Years
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Water Depreciation Study
Witness: Stout

Kona Water Service Company
(727) Kona Water (Kll/)

321.00 STRACTURES & IMPROVEMENTS

Original Cost Of Utili$ Plant In Service
And Development Of Composite Remaining Life as of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 40 Survivor Carve: R3

Year Original Avg. Service
Cost Life

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Futare Annual
Accruuls

(6)(1)

2012

Total

1,608.73 40.00

40.00

40.22

1,608.73

Composite Average Remaining Life... 34.64 Years

40.22

u.u
34.64

1,393.01

1,393.01
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Water Depreciation Study
\Mtness: Stout

Kona ll/ater Service Company
(727) Konu Water (KW)

324.00 PUMPTNG EQUTPMENT

Original Cost Of Utility Plunt In Service
And Development Of Composite Remaining Ltfe as of December 31,2017

Bused Upon Broad Group/Remaining Life Procedare and Technique

Average Sewice Life: 21 Survivor Cuwe: L3

Yeur

(I)

Original Avg. Service
Cost Life

(2) (3)

Avg, Annual
Accrual

u)

Avg. Remuining
LW

6)

Fature Annual
Accraals

(6)

2003

2010

2011

2012

2013

2014

2015

20't6

2017

Total

1,013,155.29

658,077.53

74.88

81 ,931.31

11,?42.41

121,578.63

150,643.90

18S,994.02

3,476.44

2,230,274.41

44,246.03

31,337.38

3.57

3,S01.53

,40.12

5,785.52

7,173.60

I,U7.44

165.55

106,2M.74

21.OO

21.00

21.OO

21.00

21.00

21.OO

21.00

21.OO

21.00

21.O0

8.29

13.67

14.60

15.55

16.52

17.50

18.50

19.50

20.50

12.35

399,751.55

428,412.&

52.06

60,667.89

8,922.57

101,3,lil.81

132,712.W

176,42,.87

3,393.67

1,311,680.02

Composite Aversge Remaining Life.., 12.35 Years
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Water Depreciation Study
Wtness: Stout

Kona W'uter Service Company
(727) Konu Water (KW)

324.10 PaMPTNG EQUTPMENT - TELEMETERTNG

Original Cost Of Utiliry Plant In Service
And Development Of Composite Remaining Ltfe as of December 31, 2017

Bused Upon Broad Groap/Remaining Life Procedure and Technique

Average Service Life: 10 Survivor Curve: R3

Year Original Avg. Service
Cost Life

(2) (3)

Avg. Annuul
Accrual

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)(r)

2003

2006

2012

Total

146,94:7.00

776,989.00

12',213.79

936,149.79

10.00

10.00

10.00

10.00

't4,894.46

77,697.63

1,221.36

93,613.45

0.69

1.45

4.97

1.38

'10,'148.13

1'13,013.72

6,074.80

129,236,.U

Composite Average Remaining Life... 1.38 Years
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona lVatur (KW)

331.00 STRUCTURES & IMPROV-TREATMENT

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Ltfe as of December 31, 2017

Based Upon Broad. Group/Remaining Life Procedure und Techniqae

Average Sewice Life: 40 Suwivor Curve: R3

Year Original Avg, Service

(I)

Cost

(2)

LW

(3)

Avg, Annual
Accrual

(4)

Avg. Remalning
LW

(s)

Future Annuul
Accruals

(6)

2005

Total

2,U7,464.00

2,447,464.00

40.00

40.00

66,186.56

66,186.56

28.06

28.06

1 ,857 ,271 .74

1 ,857 ,271.74

Composite Average Remaining Life... 28.06 Vears
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Water Depreciation Study
\Mtness: Stout

Kona ll'ater Service Company
(727) Konu Water (KW)

332.00 II/ATER TREATMENT EQUIPMENT

Original Cost Of Utili$ Plant In Service
And Development Of Composite Remaining Life as of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 38 Survivor Curve: R2.5

Year

(1)

Original Avg. Service
Cost LW

(2) (s)

Avg, Annual
Accruul

(4)

Avg. Remaining
Life

(s)

Future Annual
Accrusls

(6)

Totul

88,034.00

181,839.99

54,501.40

5,529.15

2,985.34

3,119.20

336,009.08

38.00

38.00

38.00

38.00

38.00

38.00

38-00

2,316.68

4,785.25

1Av.24

145.50

78.56

82.08

8,U2.31

26.66

31.97

34.72

35.65

36.59

37.53

31.18

61,759.01

152,961.30

49,796.94

5,187.22

2,874.29

3,080.43

275,659.19

2005

2011

2014

2015

2016

2017

Composite Average Remaining Life ... 31.18 Yeurs
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Compuny
(727) Kona Wuter (KW)

342.00 DISTR. RESERVOIRS & TANKS

Original Cost Of Utili$ Plunt In Service
And Development Of Composite Remaining Life us of December 31,2017

Bused Upon Broad, Group/Remaining Life Procedure and Technique

Average Sewice Life: 50 Survivor Cume: R3

Year

(1)

Original Avg, Service
Cost Lde

(2) (3)

Avg. Annual
Accrual

Avg. Remaining
Life

(s)

Future Annual
Accruuls

(6)(4)

2003

2006

2010

2012

Total

1,no,204.00

730,957.00

68,485.89

6,200.40

2,575,U7.29

50.00

50.00

50.00

50.00

50.00

35,404.07

14,619.13

1,ffi9.72

124.O1

51,516.S2

36.11

38.89

42.69

44.62

37.09

1,278,301.15

568,605.(y2

58,479.49

5,533.65

1,910,919.31

Composite Average Remaining Life... 37.09 Years
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Water Depreciation Study
Vvitness: Stout

Kona Water Service Company
(727) Kona Wuter (KW)
343.40 MAINS - ALL OTHER

Original Cost Of Utility Plunt In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Sewice Life: 80 Sawivor Curve: R2.5

Year

fl)

Original Avg. Service
Cost Life

o) (3)

Avg. Annual
Accrual

UI

Avg. Remaining
Lde

6)

Future Annual
Accraals

(6)

2003

200/.

2006

2007

2011

2013

Totsl

2,810,671.10

28,004.00

5,000.00

780,332.00

27,749.27

6,351.82

3,658,108.19

80.00

80.00

80.00

80.00

80.00

80.00

80.00

35,133.35

350.05

62.50

9,7il.14

3r',6.87

79.40

45,726.30

66.55

67.46

69.29

70.20

73.90

75.77

67.42

2,338,298.05

23,614.97

4,330.41

684,774.16

25,633.76

6,015.64

3,082,666.98

Composite Average Remaining Life... 67.42 Years

iq*hrlr{#4rffiF4$#F]*ffi
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Water Depreciation Study
Wtness: Stout

Kona lAatur Service Company
(727) Kona ll'uter (KW)

343.50 MAINS - DUCTICLE IRON

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 80 Survivor Cume: R2.5

Year

Q)

Originul Avg. Service
Cost LW

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Rentuining
Life

(s)

Future Annual
Accruals

(6)

Total

4,930,498.00

2,5s3,915.00

7,&,413.OO

2003

2005

80.00

80.00

80.00

61,631.15

31,923.90

93,555.05

66.55

68.37

67.17

4,1 01 ,858.04

2,182,694.63

6,2U,552.67

Composite Average Remaining Life ... 67.17 Years
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona Water (KW)

348.00 HYDRANTS

Original Cost Of Utiliry Plunt In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 60 Suwivor Carve: R2.5

Year

0)

Original Avg, Service
Cost LW

a (3)

Avg. Annual
Accrual

u)

Avg. Remaining
LW

(s)

Future Annual
Accruals

(6)

2014

Total

29,794.95

25,754.95

60.00

60.00

496.58

496.58

56.71

59.71

28,160.09

28,160.09

Composite Average Remaining Life ... 56.71 Years
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Water Depreciation Study
Wtness: Stout

Kona Wuter Service Company
(727) Kona Water (KW)

372.10 ELECTRONICS

Original Cost Of Utili$ Plant In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure und Technique

Average Service Life: 7 Survivor Curve: L3

Year

Q)

Original Avg. Service
Cost Ltfe

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Remuining
LW

(s)

Future Annual
Accruals

(6)

2010

Totql

6,545.51

6,545.51

7.00

7.00

935.08

935.08

2.O5 1,918.87

1,918.872.05

Composite Average Remaining Life... 2.05 Years
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Water Depreciation Study
Vvitness: Stout

Kona Water Service Company
(727) Kona Wster (KW)

373.00 TRANSPORTATTON EQaTPMENT

Original Cost Of Utility Plunt In Service
And Development Of Composite Remaining Ltfe as of December 31,2017

Bssed Upon Broad Group/Remaining Life Procedure and Techniqae

Average Service Life: I Sawivor Curve: L3

Year

(1)

Original Avg, Service
Cost LW

(2) (s)

Avg. Annual
Accrual

Avg. Remaining
LW

(s)

Future Annual
Accruals

(6)(4)

2010

2011

2013

2014

Total

39,246.68

53,505.51

4,919.67

56,il2.28

154,214.14

8.00

8.00

8.00

8.00

8.00

4,905.91

6,688.29

614.97

7,067.90

15,277.O7

2.52

2.76

3.82

4.63

3.42

12,3r']5.62

18,456.22

2,350.16

32,758.71

65,914.70

Composite Average Remaining Life... 3.42 Years
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Water Depreciation Study
Witness; Stout

Kona ll/ater Service Company
(727) Kona Water (KW)

374.00 STORES EQUIPMENT

Original Cost Of afinry Phnt In Service
And Development Of Composite Remaining Life as of December 31, 2017

Bused Upon Broad Group/Remaining Life Procedure and Technique

Average Sewice Life: 25 Suwivor Cuwe: L2

Year

Q)

Original Avg. Service
Cost LW

(2) (3)

Avg. Annaal
Accrual

(4)

Avg. Remaining
LW

(5)

Future Annual
Acaruals

(6)

2013

2016

Total

12,3U.87

15,897.51

28,232.38

25.00

25.00

25.00

493.39

635.90

1,12930

20.63

23.51

22.25

10,178.02

14,947.44

25j25.46

Composite Average Remaining Life ... 22.25 Years
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Water Depreciation Study
Wlness: Stout

Kona Water Service Company
(727) Kona Water (KW)

375.00 LABORATORY EQaTPMENT

Original Cost Of afin$ Phnt In Service
And Development Of Composite Remaining Ltfe as of December 31, 2017

Bqsed Upon Broud Group/Remuining Life Procedure and. Technique

Average Service Life: 15 Survivor Curve: R2.5

Year

(1)

Original Avg, Service
Cost LW

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)

2011

Total

2,577.48

2,577.48

15.00

15.00

171.83

17',1.83

9.21

9.21

1,582.96

1,582.96

Composite Average Remaining LW ... 9.21 Years
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Water Depreciation Study
\Mtness: Stout

Kona Water Service Compuny
(727) Konu Wuter 6W)

378.00 TOOLS, SHOP & GARAGE EQaTPMENT

Originul Cost Of Utiliry Plant In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Groap/Remaining Life Procedure and Technique

Average Service Life: 20 Survivor Cuwe: S0

Year Originul Avg. Service
Cost LW

(2) (s)

Avg. Annual
Accruul

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)(1)

Total

2011

2012

2013

2014

2016

866.21

2,933.23

9,534.63

3,844.77

1,2Q8.31

18,387.15

20.oo

20.00

20.00

20.00

20.00

20.00

43.31

146.66

476.72

192.24

60.41

919.34

15.00

15.66

16.34

17.06

18.6,4

'16.47

6,49.81

2,296.M

7,788.98

3,279.29

1,',t25.93

15,140.06

Composite Average Remaining Life... 16.47 Years
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Sewer Depreciation Study

\Mtness: Stout

KONA WASTEWATER SERVICE COMPANY

Koxa W,lsrew.lrER (KS)

Depreciation Study

as of December 3lr2017

Earl M. Robinsono Principal
David A. Sheffer, Principal

AUS CONSULTANTS
792 Highway 333, Suite 200

Tijeras, NM 87059
www.ausinc.com

& AHfirranr:;
Sept.,2018



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

&F}'ffiule*:i:;
EARL M, ROBINSON, CDP

Principal
792 Qld Highway 66, Suite 200

Tijeras, NM 87059
717.763.9890 , Tet

717.877.6895 , Cell
erobinson@ausconsultants. com

September 28,2018

Mr. Julian Gandara
Regulatory Program Manager
California Water Service Company
1720 North First Street
San Jose, CA95ll2

RE: Kona Water Service Company-Kona Wastewater
Depreciation Study as of 12-31-2017

Dear Mr. Gandara:

In accordance with your authorization, we have prepared a depreciation study related to the
utility plant in service of Kona Water Service Company-Kona Wastewater (Kona Wastewater or the
Company) as of December 31, 2017. Our findings and recommendations, together with supporting
schedules and exhibits, are set forth in the accompanying report.

Summary schedules have been prepared to illustrate the impact of instituting the
recommended annual depreciation rates as a basis for the Company's annual depreciation expense as
compared to the rates presently utilized. The application of the present rates to the depreciable plant
in service as of December 31, 2017 results in an annual depreciation expense of $342,471. In
comparison, the application of the proposed depreciation rates to the depreciable plant in service at
December 31,2017 results in an annual depreciation expense of fi970,791which is an increase of
$628,320 from current rates. The composite annual depreciation rate under present rates is 2.17
percent, while the proposed pro forma composite depreciation rate is 6.16 percent.

Notwithstanding AUS Consultants comprehensive analysis results and depreciation study
recommendations, which are based upon Company and industry experience and future expectationi,
Company management is sensitive to potential rate shock and currently desires to mitigate the
proposed depreciation rate and expense increase. As an interim step for this depreciation study,
Company management has requested the mitigation of the resulting dramatic increase in
depreciation rates (that being rate shock) for Accounts 354 Structures and Improvements and
Account 370 Receiving Wells/Waste Treatment Plant. To complete the requested mitigation task,
the development of applicable depreciation rates were prepared which incoiporate longir Average
Remaining Lives (ARL) than which result from the incorporation of the present anticipated plant
change timeline. The longer ARL's (of l5 years) for Accounts 354 and 370 were incoryorated into
Table 5 of the Appendix of this depreciation study report.
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."-"iHll"tH,i?Ii1,3i
Wtness: Stout

The net effect of the mitigated depreciation calculations is a proposed annual depreciation
expense increase of 5332,795 to a total depreciation expense of $675,266. The mitigated proposed
composite depreciation rate is 4.28% as compared to the present composite depreciation rate of
2.l7Yo.

Section 2 of our report contains the summary schedules showing the results of our service
life and salvage studies and summaries of presently utilized depreciation rates. The subsequent
sections of the report present a detailed outline of the methodology and procedures used in the study
together with supporting calculations and analyses used in the development of the results.

Respectfu I ly submitted,

EARL M. ROBINSON, CDP
&
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DAVID A. SHEFFER
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Kona Water Service Company
Kona Wastewater (KS)

Executive Summary

Table 1 on page 2-1 is a comparative summaries which illustrates the effect of the

proposed depreciation rates. The schedule includes a comparison of the annual depreciation

rates and annual depreciation expense under both present and proposed historical rates applied

using the Straight Line Method for each depreciable property group of the Kona Water Service

Company-Kona Wastewater ("Kona Wastewater or Company") plant in service as of December

31,2017. The proposed depreciation rates were developed utilizing the Straight Line (SL)

Method, Broad Group (BG) Procedure, and the Average Remaining Life (ARL) Technique.

Table la on page 2-2 summarizes the Company's December 31,2017 property group

depreciation reserves by the detailed segments of plant only, gross salvage, and cost of removal

components.

Table 2 - Plant Onlv on page 2-3, is the development of average remaining life

depreciation rates for the Plant Only recovery component), provides a summary of the detailed

life estimates and service life parameters (Iowa Curves) utilized in preparing the Average

Remaining Life depreciation rates for each property group. The schedule provides a summary of

the detailed data and narrative of the study results set forth in Sections 4 through 6. The

developed depreciation rates (Column L) were determined by studying the Company's historical

investment data together with the interpretation of future life expectancies which will have a

bearing on the overall service life of the Company's property.

Table 2 - Gross Salvare on page 2-4 is a similar table to Table 2 -PIant Only, except that

l-l
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this table develops the component level depreciation rates for the recovery of the gross salvage

portion of the property cost.

Table 2 - Cost of Removal on page 2-5 summarizes the depreciation recovery rates for the

cost of removal segment of the total plant cost.

Table 3 on page 2-6 reconciles the December 31, 2017 account level plant in service

balances per books versus the balances utilized in the perforrnance of the depreciation study.

Table 4 on page 2-7 summarizes the Company's December 31,2017 book depreciation

reserve balances per books, adjustments, and the depreciation reserve per the December 31,2017

depreciation study.

Table 5 on page 2-8 summarizes the depreciation parameters underlying the Company's

current depreciation rates as well as also provides similar information relative to the proposed

depreciation parameters and depreciation rates as of December 31,2017 .

Table 6 on pages 2-9 and 2-10 summarizes the depreciation average service lives and net

salvage percent utilized throughout the industry for the various property groups. This

information was utilized along with an investigation of the Company's property investments,

historical analysis of available data, discussions with management, and a general review of the

physical operating property to estimated depreciation parameters underlying the proposed

depreciation rates.

With regard to the Company's plant in service, several of the proposed rates reflect

marked changes (as outlined in Section 4 of the study) from the current depreciation rates. The

accounts for which the most notable depreciation expense changes occurred in comparison to the

current depreciation rates include Account 354.00-Structures & Improvements, and Account

3 70.00-Receiving Wel ls/Waste Treatment Plant.

1-2
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The depreciation rate for Account 354.00 - Structures & Improvements increased from

2.13 percent to 9.39 percent. An Iowa 45-R4 life and curve is estimated as the applicable interim

retirement rate for the property to allow for the interim retirements that are anticipated to occur

during the period of time until the current facilities are estimated to be upgraded/replaced. The

Company's engineering group has estimated that the facility will be upgraded during the 2022-

2026 time period-accordingly the current surviving investments in the present property was life

spanned to 2026.

As discussed in the Section 4 study results narrative of this report, this category of

property includes the investments related to the operating wastewater treatment facility such as

plant structures, control building, aeration chambers, leach field, etc. Such structures are

exposed to the highly corrosive and aggressive components inherent in wastewater and therefore

are subject to acceleration deterioration as compared to normal structures. In fact, studies have

been and are being performed to access/verifz the longer term viability of the operating plant

inasmuch as there numerous corrosion issues with the result that structural integrity of the plant

is a concern. Operating and engineering management have a goal of repairing/maintaining the

plant for an additional 4-8 years after which it is anticipated that the plant will be replaced.

Accordingly, the estimated service life of the wastewater plant investment in this property group

is based upon depreciating the property using the life span method to the year 2026 (which is 8

years beyond the present study date) along with the use of an Interim Retirement rate of an Iowa

45-R4 life and curve to recognize the level of component replacement/retirements that will be

required to continue operating the facility during the interim period.

1-3

AUS Consultants



Docket No. 2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Vvitness: Stout

The implicit underlying average service life for this property group is 46.9 years. The net

salvage underlying the current depreciation rate is unknown, but assumed to be zero percent.

Future net salvage of negative l0% is estimated in developing the proposed depreciation rate.

The proposed depreciation rate for Account 370.0 - 370.00-Receiving Wells/Waste

Treatment Plant, increased from 2.21 percent to 9.80 percent. The proposed depreciation rate is

the result of combined changes of both the average service life and net salvage parameters. An

Iowa 45-R4 life and curve is estimated as the applicable interim retirement rate for the property

to allow for the interim retirements that are anticipated to occur during the period of time until

the current facilities are estimated to be upgradedireplaced. The Company's engineering group

has estimated that the facility will be upgraded during the 2022-2026 time period-accordingly

the current surviving investments in the present property was life spanned to 2026.

As discussed in the Section 4 study results narrative of this report, this category of

property includes the investments related to the operating wastewater treatment facility such as

plant structures, control building, aeration chambers, leach field, etc. Such structures are

exposed to the highly corrosive and aggressive components inherent in wastewater and therefore

are subject to acceleration deterioration as compared to normal structures. In fact, studies have

been and are being performed to access/veriff the longer term viability of the operating plant

inasmuch as there numerous corrosion issues with the result that structural integrity of the plant

is a concern. Operating and engineering management have a goal of repairing/maintaining the

plant for an additional 4-8 years after which it is anticipated that the plant will be replaced.

Accordingly, the estimated service life of the wastewater plant investment in this property group

is based upon depreciating the property using the life span method to the year 2026 (which is 8

years beyond the present study date) along with the use of an Interim Retirement rate of an Iowa

t-4
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45-R4 life and curve to recognize the level of component replacement/retirements that will be

required to continue operating the facility during the interim period.

The implicit average service life underlying the cument depreciation rate is 45.2 years.

The future negative net salvage estimated for the proposed property group depreciation rate is

negative twenty (20) percent. The net salvage percent underlying the current depreciation rate is

unknown, but assumed to be zero percent.

The utilization of the recommended depreciation rates based upon the Straight Line

Average Remaining Life Procedure results in the setting of depreciation rates which will

continuously true up the Company's level of capital recovery over the life of each asset group.

Application of this procedure, which is based upon the current best estimates of service life

together with the Company's plant in service and accrued depreciation, produces annual

depreciation rates that will result in the Company recovering 100 percent of its investment -- no

more, no less.

It is recommended that the Company continue to apply depreciation rates and maintain its

book depreciation reserve on an account-level basis. The maintenance ofthe book reserve on an

account-level basis requires both the development of annual depreciation expense and distribution

of other reserve account charges to an individual level. Maintaining the Company's depreciation

records in this detail will aid in completing the various rate studies and, most importantly, clearly

identiff the Company's level of capital recovery relative to each category of plant investment.

The general drivers for the proposed depreciation rates include an assessment of the

Company's historical experience with regard to achieved service lives and net salvage factors. In

addition, consideration is given to current and anticipated events which are anticipated to impact

the Company's ability to recover its fixed capital costs related to utility plant in service.

l-5
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The depreciation rate for each individual account changed as a result of estimates obtained

through the in-depth analysis of the Company's most recent data together with an interpretation of

ongoing and anticipated future events. Some of the revisions were not significant and typically

reflect fine tuning of previously utilized depreciation rates while others were more substantial in

nature. Several of the accounts did reflect more significant changes (as outlined in Section 4 of

this report) from the previously utilized depreciation rates.

Several of the remaining account/sub-accounts experienced increases or decreases in

recommended depreciation rates to a lesser degree, as noted per Table 1 of this report. This

revision in annual depreciation rates and expense is the result of both changes in the estimated

service lives and salvage factors, and reflects the impact of the Company's property changes since

the most recent study.

With regard to the inclusion of higher negative net salvage levels in the development of

proposed depreciation rates, as noted within the discussion related to net salvage in Section 3 of

the depreciation report, it should be noted that the level of experienced net salvage should simply

be a benchmark from which to estimate future net salvage. It is highly likely that the negative net

salvage amounts experienced even recently will simply be the floor above which future negative

net salvage levels will increase to a higher level. To appropriately and proportionately allocate

the true total asset cost (original cost adjusted for net salvage) over its applicable service life,

proper consideration must be given, in each accounting period, to the total costs that are

anticipated to occur relative to the Company's assets that provide customer service.

Applying the proposed depreciation rates to the Company's December 31,2017 historical

depreciable plant in service balances produces annual depreciation expense of $970,791 which is

t-6
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an increase of $628,320 in depreciation expense from the application of the current depreciation

rate.

The following summary compares the present and proposed composite depreciation rates

and is for illustrative purposes only. The Composite Depreciation Rate should not be applied to

the total Company investment inasmuch as the non-proportional change in plant investment as a

result of property additions or retirements would render the composite rate inappropriate. The

Table 1 schedule (in Section 2 of the report) lists the recommended annual depreciation rates for

each ofthe applicable property accounts.

Present Depreciation Rates

Depreciable Plant In Service
at December 31,2017

Annual Depreciation Expense

Composite Annual Depreciation Rate

Depreciable Plant In Service
at December 31,2017

Annual Depreciation Expense

Composite Annual Depreciation Rate

Proposed Depreciation Rates

Docket No.20l8-0388
Exhlbit KWSC-T-'103

Sewer Depreciation Study
Witness: Stout

$15,758,851

$342,471

2.17%

$ I 5,75 8,85 I

$970,791

6.16v,

Companv Management Requested Mitieated Depreciation Expense and Rates
(Detail Tables in Renort Appendix)

Notwithstanding AUS Consultants comprehensive analysis results and depreciation study

recommendations, which are based upon Company and industry experience and future

t-7
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expectations, Company management is sensitive to potential rate shock and currently desires to

mitigate the proposed depreciation rate and expense increase.

As previously noted, the investments related to the Company's operating wastewater

treatment facility such as plant structures, control building, aeration chambers, leach field, etc. are

subject to replacement in a relative short period of years. Such structures are exposed to the

highly corrosive and aggressive components inherent in wastewater and therefore are subject to

acceleration deterioration as compared to normal structures. In fact, studies have been and are

being performed to access/veriff the longer term viability of the operating plant inasmuch as there

numerous corrosion issues with the result that structural integrity of the plant is a concern.

Operating and engineering management have a goal of repairing/maintaining the plant for an

additional 4-8 years after which it is anticipated that the plant will be replaced.

As an interim step for this depreciation study, Company management has requested the

mitigation of the resulting dramatic increase in depreciation rates (that being rate shock) for

Accounts 354 Structures and Improvements and Account 370 Receiving Wells/Waste Treatment

Plant. To complete the requested mitigation task, the development of applicable depreciation

rates were prepared which incorporate longer Average Remaining Lives (ARL) than which result

from the incorporation of the present anticipated plant change timeline. The longer ARL's (of l5

years) for Accounts 354 and 370 were incorporated into Table 5 of the Appendix of this

depreciation study report.

The net effect of the mitigated depreciation calculations is a proposed annual depreciation

expense increase of $332,795 to a total depreciation expense of $675,266. The mitigated

proposed composite depreciation rate is 4.28% as compared to the present composite depreciation

rate of 2.l7Yo,

l-8
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Depreciable Plant In Service
at December 31,2017

Annual Depreciation Expense

Composite Annual Depreciation Rate

Proposed Mitigated Depreciation Rates
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$15,758,851

$675,266

4.28%
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r"bry$l"*$ sto't

Hawaii Water Service Company
Kona Wastewater (KS)

Original Cost Per Books, Adjustments, and Original Cost Per Depreciation Study
as of December 31,2017

Account
No.
(a)

354.00
355.00
360.00
361.00
362.00
370.00
370.10

Descriotion
(b)

DEPRECIABLE PLANT

Collection Plant
Structure & lmprovements
Power Generation Equipment
Collection Sewers Force
Collection Sewers Gravity
Special Collecting Structu re
Receiving WellsMaste Treatment Plant
Pumping Equipment

TOTAL Collection Plant

Original Cost
Per Book
12-31-11

(c)

Company Pending
Adiustment

(d)

Original Cost Per
Depreciation Study Data

12-31-11
(e)

5,339,404.11
495,804.71

76,204.11
4,535,759.00

7,896.57
1,794,143.O0
3,287,382.75

15,536,594.25

35,441.08

35,441.08

96,006.00
1,572.20

16,475.29
1,609.00

0.00
42,229.15
28,924.27

186,815.91

15,758,851 .24

0.00

15,758,851.24

Treatment & Disposal Plant
380.10 Treatment & Disposal Equip

TOTAL Treatment & Disposal Plant

5,339,404.11
495,804.7'l
76,204.11

4,535,759.00
7,896.57

1,794,143.00
3,287,382.75

15,536,594.25

35,441.08

35,441.08

96,006.00
0.00

16,475.29
1,609.00
1,572.20

42,229.15
28,924.27

185,815.91

15,758,851.24

0.00

15,758,851.24

0.00

0.00

0.00

1,572.20

-1 ,572.20

0.00

0.00

324.10
372.10
389.00
393.00
395.00
396.50
397.00

General Plant
System Control Computer Equipment
Oflice Equipment/Computers
Other Miscellaneous Equipment
Tools, Shop & Garage Equipment
Power Operated Equip
Transportation Equipment
Miscellaneous Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON-DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UTLIry PLANT IN SERVICE

0.00

0.00



Hawaii Water Seruice Company
Kona Wastewater (KS)

Company's Book Reserve and Allocation of Book Reserve
Based Upon Calculated Reserve

As of December 3'l,2017

Docket No.2018-0388
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sewer ffibidtid{$tuay
\Mtness: Stout

Book
Reserve
12-31-17

(s)

Acct.
No.
(a)

Original
Cost

12-31-17
(c)

5,339,404.11
495,804.71
76,204.11

4,535,759.00
7,896.57

1,794j43.00
3,287,382.75

15,536,594.25

35,441.08

35,441.08

96,006.00
1,572.20

16,475.29
1,609.00

0.00
42,229.15
28,924.27

186,815.91

15,758,851.24

0.00

15.758.851.24

Net
Salvage
Rate

(d)

A.S.L./
Survivor

Curve
(e)

Calculated
Reserve
12-31-17

(0

354.00
355.00
360.00
361.00
362.00
370.00
370.1 0

324.10
372.10
389.00
393.00
395.00
396.50
397.00

Descriotion
(b)

DEPRECIABLE PLANT

Collection Plant
Structure & lmprovements
Power Generation Equipment
Collection Sewers Force
Collection Sewers Gravity
Special Collecting Structure
Receiving WellsMaste Treatment Plant
Pumping Equipment

TOTAL Collection Plant

-10%
0%

-25o/o

-25%
-1OYo

-20%
-15%

o%
Oo/o

0%
o%
5%

10o/o

OYo

-45-R4

45-R4
55-R4
65-R4
30-R4
*45-R4

30-R3

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00

1,636,790.07
61,975.35

8,382.21
1,087,331.84

696.35
666,786.87

1 ,036,493.1 2

0.00 4,498,455.81

Treatment & Disposal Plant
380.10 Treatment & Disposal Equip

TOTAL Treatment & Disposal Plant

-15o/o 30-R3 0.00

0.00

2,148.17

2.148.17

General Plant
System Control Computer Equipment
Office Equ ipment/Computers
Other Miscellaneous Equipment
Tools, Shop & Garage Equipment
Power Operated Equip
Transportation Equipment
Miscellaneous Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON-DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UTILITY PLANT IN SERVICE

15-R4
7-R4

25-R3
15-R3
12-R3
8-R3
25-R4

0.00
139.84

2,150.83
164.82

0.00
42,229.15

5,538.44

0.00 50,223.08

0.00 4,550,827.06

0.00

4,550,827.06



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout(o(Doro Nl.-\thrrN F-Osis-aiasioi

N-S z

s*ooo-st>tttvt
elRSd;R
sssssssooooooo

dpp;pEB
F{iBBBFB

sssssssoo(')cnr{-()(')oo(o(froom
cicidaiddai

cqq cooo o<<ooo<ozz z

ooooo6-qc!qcq..ii
(ONnOOOi
ONNO N:T,
o_ n_ \f^ (o_ N_ S
@rOr Nio $K

ooo<)oo()....qqqu?q
$Nooo(OF-NF-@OOOOooooooo

oooooooqqqqqq-
rt6OrNoo()6(O@@F-F(oo(.)oooo

o6
cdN

ooNoNo(oaqqqqaoq
6-rNF-oFs()6(\

,liill:

l4l:1,

l;fl:

*14il:

tt,
Y

I
rO
g
3t!
F (o (o

NNoo
NN

sssssssooonoo6
NNFN-

sssssssooooooos()sssssssooo()ooo
NN-N-

sssssss
OOO(OOrr
eOOOONo

^i 
ai d; si si 6i

oooF-oNo
tciddricidoisi(f)oooSo

sssssss s sssssfsooooc)oo o ooooo=o

o
E
oo

sn

soo
ci

q
oo

€6qq
$$s_ sf-
nnoo

TFFONOO
-F.-O6OF-+++oi<cidGiooo60tit€
$_ €_ of N- 6_ r- o-
o()(onNn'F*OOrt'-O OrOo$ 6 t-(\
n $ "jri

r..-lq -51
ssq"

sssssss s sssssssooooooo o ooooooo

sssssss s sssssssooooooo o ooooooo

sssssss s sssssssooooooo o ooooooo

!co
F.

oN

o
0)o
E
o,o
0)aa
bp
oc)(0E
oo.96
a(L
EE
.=O
!OC^
dE
dcL
>E
=(E!!JC
sC,oo
-0)8to
o
.g
ol'c
o
o
bo
E
E
l

U)

c
G
CL

E

69
clL
aJ 9)

Egoru
U) -a
.G
o5
i!c

=9:=t!
3t!
I

\t_$o?o{ac!
orouno€€
ooo-o@r)r,t* F-

d ri>
-h

a
(t)

F uirFt 2 (Jazl 4 <.9i Jl d tr,EI Hl d ir:31 sl 2=
F 3 HI H J;
E E ftI H TTP t el 2 r:
3 H 31 2 sE
J J zl J :,1i
F F F F.!I)o o o o=
F F F Fi.

o
N
.foo-
(o
(q
rr-
o

E
C+,
.!+ ?u
,*o P E
- rD ol

eEar 55otu(D.=EFtr o o 9f o
sEEjiHF*

EIE;Eege€

$lBtss$Fs

C
-g
o_

6ooo
.9o
od

c
0)
E
o
E
F
J
Fo
F

Elg
O-l u
-l tllGt-ol 6olo
olo
.sl *ol i5
otl oa
El =EIE
€t*
El pFIF

o':o
@o

c([
(L
c
.o
o
o)

oo
J
Fo
F

E
-g
o-
E
d)
E

6 rE
€E,eiE
H s$ s; t 

=sFEHfrs;E
{l5E.B.EEg:+
.El!,3 5 Sd P--
gIEEEEfiAF
Ol-b o O O O-O f
ol (/)o-oou)0/o-

Fz
J
G
tu
Jog
o
uttq.
UJo

!

:ls
C
fooo



Docket No. 201 8-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stoutoot.r, FCQ(O(o

O<-@ rr, O$(o@ N N

d'E

$,fi
Eootrz4

(t,v^
tN(ot go_

(E
F

N

$

rJ)

N
u)

E{b
.th 

=oo

='
E(-ro
q=
FE.E

b -ot
Edl
di <l

b -ot

Pdl
Eo

3dl
(L

-o
o
o
b
a!
E
E

o
o$s
F[\O
F-N

oo(f)
srf)F

l\@O(f) to (o

(r)t
IlJ'

N

o
(r)

o
c\

(f)t
I

<>(a

o
(r)

o)

(Y)

tr
Io(9

rO
$

sttr
Io(')

o
(f)

dpp
FEd

\ftr
I

r.()

z

l-o$s(f)tf)
A

e-.Al
6.o>lt E-Y
sFJI5 !31

o) o,<rl c.l q
l()lf)@l-l-(os_ s_ lo_
(o(o\f
rO)

(f,

c",

rro F* l() @ (\l
rro tO t- O (g
d+ot <o cri - Foc)ro o) @ rt @
$_ N_ \ @_ (f)_ $_ o_
O)(OLO F* l* lf) N(f, l\or) @ (O @(')_ ro- N_ ry
1.(, s (fJ (f)

ctocq(o (ooooo
(o@o, o,

6

t*
E *5-L OD\g,8Eos

.g EL

Er . ;a = d, o. F E $

frI Ec F Hess ; E r a s g E I

frIEEE?sEEEfilEfiEi
Hl "E : EHfifi ; s * i ; : EA B EE+* g g E b € b u,

A F (/)()O @ IL F F O F

o

2la

.l
ol
.g
LIolol
ol
ol

ER(EE;r
6 $n
IE l!.=> >!t>= 3
o@o
?e a
.3eE

f;T H
E?"-
s rg
:=(!C
IE tr-
=EEG=g
!ctt!

oo
oi
@
(f)

ooo
Or
oi ci ci(ol-@(a (', (f)

oooqqq
$Oetf)(o(o
(r) (r) (f)

o
+
N
(f)

c5ooo



Docket No. 2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

s|r,
I

sssrooro
ttt

ss
olf)(f) Ntt

sssooosslSttl

ssl() toY$
ssslr)oro
(f, CD (Ottt

ssto cf)
tt

sss
NONr(t)N

ttt

ilg
E,?
=botrz4
E
{b.6=oo
EU)

E(-rd)
o=
F3.E

k -(,l:sl
Eol6zl

(t,
Y^
rol@b
fisl
IE
F

ssoo
ss_.
?3ts

-os
.:
lEo
oz
o
b
IE
E
E
Jo

9:t
EEI

sos
rO

I

s
rO

I

so
I

sssolotorNN
ttr

soE
Sst

7zl
(L

ct, o,e\l C\! ol
rf, r'() @l-l\(o$- \r_ lf)_
(o(o$

o)
(f)

(.)

rro F tO @ C\srO tO F* O (O
st+d d c.i ; F-ooro o) o s o
S_ C.l F-_ @_ (r)_ \f_ O_
Or(Ot() F l* tr) N
(f)N(f) @ (f, @(Y)_ lr)- C\l (\l
|rr$(f)(f, r

oooo
Gt tciooo^ o-
(o(o(', o)

o
E:
:E 3Eos

.gEL€

Et F + d, o.F E $1l r.r..r d, >

dI fc F grse ; E f H s g E t
rIEcEflgaaEfi?!Ef;giEl -9o 6 6o-l LrC) 15 -EI erEEEEEqfiE E55o F (/)(Jo @ (L F F o F

o

.l
ol
.91Ll

HI
ol

c

E 2lo

*g
er6tnlg o,=> >tt>= =ouroo6^c
otz.9.9sE>Lob;goi 6L (rl ,'.1g<;
.Eb6
= a€
:=GEG tr-
EE5
J- (n tl

(tq
o)
@
(f)

o
o
@
(f)

o
ot-
(f)

oq
N(o
(t,

oooooo
sci-ro (o (o
(f, (Y) (f)

o
+
N(r)



Docket No. 201 8-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Wtness: Stout

SECTION 3



Docket No.2018-0388
Exhibit KWSC-T-'103

Sewer Depreciation Study
\A/itness: Stout

Kona Water Service Comnanv
Kona Wastewater (KS)

General

This report sets forth the results of our study of the depreciable property of Kona

Water Service Company - Kona Wastewater (Kona Wastewater or the "Company") as

of December 31 , 2017 and contains the basic parameters (recommended average

service lives and life characteristics) for the proposed average remaining life

depreciation rates. All average service lives set forth in this report are developed based

upon plant in service as of December 31,2017.

The scope of the study included an analysis of Waikoloa Wastewater historical

data through December 31 , 2017, discussions with Company management and staff to

identify prior and prospective factors affecting the Company's plant in service, as well as

interpretation of past service life data experience and future life expectancies to

determine the appropriate average service lives of the Company's surviving plant. The

service lives and life characteristics resulting from the in-depth study were utilized

together with the Company's plant in service and book depreciation reserve to

determine the recommended Average Remaining Life (ARL) depreciation rates related

to the Company's plant in service as of December 31 ,2017.

In preparing the study, the Company's historical investment data were studied

using various service life analysis techniques. Further, discussions were held with the

Company's management to obtain an overview of the Company's facilities and to

discuss the general scope of operations together with other factors which could have a

3-l
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bearing on the service lives of the Company's property. Finally, the study results were

tempered by information gathered during plant inspection tours of a representative

portion of the Company's property.

The Company maintains property records containing a summary of its flxed

capital investments by property account. This investment data was analyzed and

summarized by propefi group andlor sub group and vintage, then utilized as a basis for

the various depreciation calculations.

Depreciation Study Overview

There are numerous methods utilized to recover property investment depending

upon the goal. For example, accelerated methods such as double declining balance

and sum of years digits are methods used in tax accounting to motivate additional

investments. Broad Group (BG) and Equal Life Group (ELG) are both Straight Line

Grouping Procedures recognized and utilized by various regulatory jurisdictions

depending upon the policy of the speciflc agency.

The Straight Line Group Method of depreciation utilized in this study to develop

the recommended depreciation rates is the Broad Group Procedure together with the

Average Remaining Life Technique. The use of this procedure and technique is based

upon recovering the net book cost (original cost less book reserve) of the surviving plant

in service over its estimated remaining useful life. Any variance between the book

reserve and an implied theoretical calculated reserve is compensated for under this

procedure. That is, as the Company's book reserve increases above or declines below

the theoretical reserve at a speciflc point in time, the Company's average remaining life

depreciation rate in subsequent years will be increased or decreased to compensate for

the variance, thereby, assuring full recovery of the Company's investment by the end of
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the property's life.

The Company, like any other business, includes as an annual operating expense

an amount which reflects a portion of the capital investment which was consumed in

providing service during the accounting period. The annual depreciation amount to be

recognized is based upon the remaining productive life over which the undepreciated

capital investment needs to be recovered. The determination of the productive

remaining life for each property group usually includes an in-depth study of past

experience in addition to estimates of future expectations.

Annual Depreciation Accrual

Through the utilization of the Average Remaining Life Technique, the Company

will recover the un-depreciated fixed capital investment in the appropriate amounts as

annual depreciation expense in each year throughout the remaining life of the property.

The procedure incorporates the future life expectancy of the property, the vintaged

surviving plant in service, and estimated net salvage, together with the book

depreciation reserve balance to develop the annual depreciation rate for each property

account. Accordingly, the ARL technique meets the objective of providing a straight line

recovery of the un-depreciated fixed capital property investment.

As indicated, the use of the Average Remaining Life Technique results in

charging the appropriate annual depreciation amounts over the remaining life of the

property to insure full recovery by the end of the life of the property. The annual

expense is calculated on a Straight Line Method rather than by the previously

mentioned, "sum of the years digits" or "double declining balance" methods, etc. The

"group" refers to the method of calculating annual depreciation on the summation of the

investment in any one depreciable group or plant account rather than calculating
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depreciation for each individual unit.

Under Broad Group Depreciation some units may be over depreciated and other

units may be under depreciated at the time when they are retired from service, but

overall, the account is fully depreciated when average service life is attained. By

comparison, Equal Life Group depreciation rates are designed to fully accrue the cost of

the asset group by the time of retirement. For both the Broad Group and Equal Life

Group Procedures the full cost of the investment is credited to plant in service when the

retirement occurs and likewise the depreciation reserve is debited with an equal

retirement cost. No gain or loss is recognized at the time of property retirement

because of the assumption that the retired property was at average service life.

Group Depreciation Procedures

Group depreciation procedures are utilized to depreciate property when more

than one item of property is being depreciated. Such a procedure is appropriate

because all of the items within a specific group typically do not have identical service

lives, but have lives which are dispersed over a range of time. Utilizing a group

depreciation procedure allows for a condensed application of depreciation rates to

groups of similar property in lieu of extensive depreciation calculations on an item by

item basis. The two more common group depreciation procedures are the Broad Group

(BG) and Equal Life Group (ELG) approach.

ln developing depreciation rates using the Broad Group procedure, the annual

depreciation rate is based on the average life of the overall property group, which is

then applied to the group's surviving original cost investment. A characteristic of this

procedure is that retirements of individual units occurring prior to average service life

will be under depreciated, while individual units retired after average service life will be
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over depreciated when removed from service, but overall, the group investment will

achieve full recovery by the end of the life of the total property group. That is, the under

recovery occurring early in the life of the account is balanced by the over recovery

occurring subsequent to average service life. ln summary, the cost of the investment is

complete at the end of the property's life cycle, but the rate of recovery does not match

the consumption pattern which was used to provide service to the company's

customers.

Under the average service life procedure, the annual depreciation rate is

calculated by the following formula:

AnnualAccrual Rate, Percent = 100%-Salvaqe X 100
Average Service Life

The application of the broad group procedure to life span groups results in each

vintage investment having a different average service life. This circumstance exists

because the concurrent retirement of all vintages at the anticipated retirement year

results in truncating and, therefore, restricting the life of each successive years vintage

investment. An average service life is calculated for each vintage investment in

accordance with the above formula. Subsequently, a composite service life and

depreciation rate is calculated relative to all vintages within the property group by

weighting the life for each vintage by the related surviving vintage investment within the

group.

ln the Equal Life Group, the property group is subdivided, through the use of plant

life tables, into equal life groups. ln each equal life group, portions of the overall

property group includes that portion which experiences the life of the speciflc sub-group.

The relative size of each sub-group is determined from the overall group life
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characteristic (property dispersion curve). This procedure both overcomes the

disadvantage of voluminous record requirements of unit depreciation, as well as

eliminates the need to base depreciation on overall lives as required under the broad

group procedure. The application of this procedure results in each sub-group of the

property having a single life. ln this procedure, the full cost of short lived units is accrued

during their lives leaving no under accruals to be recovered by over accruals on long

lived plant. The annual depreciation for the group is the summation of the depreciation

accruals based on the service life of each Equal Life Group.

The ELG Procedure is viewed as being the more definitive procedure for

identifying the life characteristics of utility property and as a basis for developing service

lives and depreciation rates, nevertheless, the Broad Group procedure is more widely

utilized throughout the utility industry by regulatory commissions as a basis for

depreciation rates. That is, the ELG Procedure is more deflnitive because it allocates

the capital cost of a group property to annual expense in accordance with the

consumption of the property group providing service to customers. ln this regard, the

company's customers are more appropriately charged with the cost of the property

consumed in providing them service during the applicable service period. The more

timely return of plant cost is accomplished by fully accruing each unit's cost during its

service life, thereby not only reducing the risk of incomplete cost recovery, but also

resulting in less return on rate base over the life of a depreciable group. The total

depreciation expense over the life of the property is the same for all procedures which

allocate the full capital cost to expense, but at any specific point in time, the depreciated

original cost is less under the ELG procedure than under the BG procedure. This

circumstance exists because under the equal life group procedure, the rate base is not
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maintained at a level of greater than the future service value of the surviving plant as is

the case when using the average service life procedure. Consequently, the total return

required from the ratepayers is less under the ELG procedure.

While the Equal Life Group procedure has been known to depreciation experts for

many years, widespread interest in applying the procedure developed only after high

speed electronic computers became available to perform the large volume of arithmetic

computations required in developing ELG based depreciation lives and rates. The table

on the following page illustrates the procedure for calculating equal life group

depreciation accrual rates and summarizes the results of the underlying calculations.

Depreciation rates are determined for each age interval (one year increment) during the

life of a group of property which was installed in a given year or vintage group. The age

of the vintage group is shown in column (A) of the ELG table. The percent surviving at

the beginning of each age interval is determined from the lowa 10-R3 survivor curve

which is set forth in column (B). The percent retired during each age interval, as shown

in column (C), is the difference between the percent surviving at successive age

intervals. Accordingly, the percentage amount of the vintage group retired defines the

size of each equal life group. For example, during the interval 3 112 to 4 112, 1.93690

percent of the vintage group is retired at an average age of four years. ln this case, the

1.93690 percent of the group experiences an equal life of four years. Likewise, 3.00339

percent is retired during the interval4l12lo 5112 and experiences a service life of flve

years. Furthermore, 4.42969 percent experiences a six-year life; etc. Calculations are

made for each age interval from the zero age interval through the end of the life of the

vintage group. The average service life for each age interval's equal life group is shown

in column (E) of the table.
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XYZ UTILITY COMPANY

CALCULATION OF ASL, ARL AND ACCRUED DEPRECIATION FACTORS

BASED UPON AN IOWA 10.R3 CURVE USING THE EQUAL LIFE GROUP (ELG) PROCEDURE

Table 7

EQUAL LIFE GROUP PROCEDURE
LIFE

TABLE
AMOUNT

FOR

REMAINING
LIFE

GROUPS

(G)

ACCRUED
DEPR
RES

FACTOR

(Kl

AGE AT

BEGIN OF

INTERVAL

(A)

0.0

0.5

1.5

2.5

3.5

4.5

5.5

6.5

7.5

8.5

9.5

10.5

11.5

12.5

13.5

14.8

15.5

16.5

17.5

AGE OF

AMOUNT

RETIRED

(E)

0.25

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

10.0

11.O

12.0

13.0

14.0

15.0

16.0

17.O

18.0

AMOUNT
FOR

EACH
LIFE

GROUP

(F)

0.0009198

0.0033314

0.0032697

0.0039012

o.0048422

0.0060068

0.0073828

0.00901 95

0.01 09529

0.0129653

0.014318r''

0.01394't 5

0.01 13601

0.007501 5

0.0039932

0.0016293

0.0003458

0.0000059

0.0000000

AVERAGE

SERVICE

LIFE

(H)

8.57

8.82

9.04

9.26

9.50

9.78

10.10

10.45

10.86

11.32

1 1.86

12.47

13.14

13.85

14.59

15.31

16.03

17.00

AVERAGE

REI'AINING

LIFE

(l)

8.57

8.32

7.54

6.76

6.00

5.28

4.60

3.95

3.36

2.82

2.36

1.97

1.64

1.35

1.0s

0.81

0.53

0.50

ELG/ARL

DEPR

RATE

(J)

11.67

11.34

11 .06

10.80

10.52

't0.22

9.90

9.57

9.21

8.83

8.43

8.O2

7.61

7.22

6.85

6.53

6.24

5.88

RETIREI'ENT

DURING

INTERVAL

(c)

0.00091 98

0.0033314

0.0065393

0.o117037

0.01 93690

0.0300339

0.0442969

0.0631367

0.0876232

0.1 I 66879

0.1431836

0.1533568

0.1363216

0.09751 99

0.0559043

0.0244398

0.0055324

0.0000998

0.0000000

BEGIN OF

INTERVAL

(B)

1.0000000

0.9990802

0.9957488

0.9892095

0.9775058

0.9581368

0.9281029

0.8838060

0.8206693

0.7330461

0.6163582

0.4731746

0.3198178

0.18U962

0.0859763

0.0300720

0.0056322

0.0000998

0.0000000

AVERAGE

suRvtvtt{G

(D)

0.9995401

4.9974'145

0.9924792

0.9833577

0.9678213

0.9431 1 99

0.9059545

0.8522377

0.7768577

0.6747022

0.5447664

0.3964962

o.2516570

0.1347363

0.0580242

0.0178521

0.0028660

0.0000499

0.0000000

0.0583036

0.1 1 31019

0.1 09801 3

0.1062159

0.101u42

0.0964196

4.0897248

0.0815237

0.o715375

0.0595783

0.0459365

0.031 8066

0.01 91 557

0.0097245

0.0039775

0.001 1663

0.0001788

0.0000029

0.0000000

0.0000000

0.0566975

0.1659501

0.2700337

0.3683062

0.4600565

0.5447146

0.6217794

0.6906424

0.7505770

0.8010714

0.8423003

0.8753616

0.9022',t59

0.9254232

0.9473077

0.9667657

0.9705882

1.0000000 1.0000000

The amount to be accrued annually for each equal life group is equal to the

percentage retired in the equal life group divided by its service life. ln as much as
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additions and retirements are assumed, for calculation purposes, to occur at midyear

only one-half of the equal life group's annual accrual is allocated to expense during its

flrst and last years of service life. The accrual amount for the property retired during

age interval 0 to .5 must be equal to the amount retired to insure full recovery of that

component during that period. The accruals for each equal life group during the age

intervals of the vintage group's life cycle are shown in column (F). The total accrual for

a given year is the summation of the equal life group accruals for that year. For

example, the total accrual for the second year, as shown in column (G), is 11.31019

percent and is the sum of all succeeding years remaining equal life group accruals plus

one half of the current years life group accrual listed in column (F). For the zero age

interval year, the total accrual is equal to one half of the sum of all succeeding years

remaining equal life accruals plus the amount for the zero interval equal life group

accrual. The one half year accrual for the zero age interval is consistent with the half

year convention relative to property during its installation year. The sum of the annual

accruals for each age interval contained in column (G) total to 1.000 demonstrating that

the developed rates will recover 1o0o/o of plant no more and no less. The annual

accrual rate which will result in the accrual amount is the ratio of the accrual amount

(11.31019 percent) to the average percent surviving during the interval, column (D),

(99.74145 percent), which is a rate of 11.34o/o (column J). Column (J) contains a

summary of the accrual rates for each age interval of the property groups life cycle

based upon an lowa 10-R3 survivor curye.

Remaininq Life Technique

ln the Average Remaining Life depreciation technique, the annual accrual is

calculated according to the following formula where, (A) the annual depreciation for

3-9
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each group equals, (D) the depreciable cost of plant less (U) the accumulated provision

for depreciation less (S) the estimated future net salvage, divided by (R) the composite

remaining life of the group:

A=D-U-S
R

The annual accrual rate (a) is expressed as a percentage of the depreciable plant

balance by dividing the equation by (D) the depreciable cost of plant times 100:

(a)=D-U-Sx1x100
RD

As further indicated by the equation, the accumulated provision for depreciation

by vintage is required in order to calculate the remaining life depreciation rate for each

property group. ln practice, most often such detail is not available; therefore, composite

remaining lives are determined for each depreciable group, (i.e., property account).

The remaining life for a depreciable group is calculated by first determining the

remaining life for each vintage year in which there is surviving investment. This is

accomplished by solving the area under the survivor curve selected to represent the

average life and life characteristic of the property account. The remaining life for each

vintage is determined by dividing (D) the depreciable cost of each vintage, by (L) its

average service life, and multiplying this ratio by its average remaining life (E). The

composite remaining life of the group (R) equals the sums of products divided by the

sum of the quotients:

RGroup=fD/LxE
I D/L

The account level accumulated provision for depreciation, which was the basis for

developing the composite average remaining life accrual and annual depreciation rate
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for each property account as per this report, was obtained from the Company's books

and records.

Salvaqe

Net salvage is the difference between gross salvage, or what is received when an

asset is disposed of, and the cost of removing it from service. Salvage experience is

normally included with the depreciation rate so that current accounting periods reflect a

proportional share of the ultimate abandonment and removal cost or salvage received at

the end of the property service life. Net salvage is said to be positive if gross salvage

exceeds the cost of removal, but if cost of removal exceeds gross salvage the result is

then negative salvage.

The cost of removal includes such costs as demolishing, dismantling, tearing

down, disconnecting or othenrvise removing plant, as well as normal environmental

clean up costs associated with the property. Salvage includes proceeds received for

the sale of plant and materials or the return of equipment to stores for reuse.

Net salvage experience is studied for a period of years to determine the trends

which have occurred in the past. These trends.are considered together with any

changes that are anticipated in the future to determine the future net salvage factor for

remaining life depreciation purposes. The net salvage percentage is determined by

relating the total net positive or negative salvage to the book cost of the property

investment.

Many retired assets generate little, if any, positive salvage. lnstead, many of the

Company's asset property groups generate negative net salvage at end of their life as a

result of the cost of removal (retirement).

The method used to estimate the retirement cost is a standard analysis
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approach which is used to identify a company's historical experience with regard to

what the end of life cost will be relative to the cost of the plant when first placed into

service. This information, along with knowledge about the average age of the historical

retirements that have occurred to date, enables the depreciation professional to

estimate the level of retirement cost that will be experienced by the Company at the end

of each property group's useful life. The study methodology utilized has been

extensively set forth in depreciation textbooks and has been the accepted practice by

depreciation professionals for many decades. Furthermore, the cost of removal

analysis approach is the current standard practice used for mass assets by essentially

all depreciation professionals in estimating future net salvage for the purpose of

identifiTing the applicable depreciation for a property group. There is a direct

relationship to the installation of speciflc plant in service and its corresponding removal

in that the installation is its beginning of life cost while the removal is its end of life cost.

Also, it is important to note that average remaining life based depreciation rates

incorporate future net salvage which is routinely more representative of recent versus

longterm past average net salvage.

The Company's historical net salvage experience was analyzed to identify the

historical net salvage factor for each applicable property group. This analysis routinely

identifies that historical retirements have occurred at average ages significantly prior to

the property group's average service life. This occurrence of historical retirements, at

an age which is significantly younger than the average service life of the property

category, clearly demonstrates that the historical data does not appropriately recognize

the true level of retirement cost at the end of the property's useful life. An additional

level of cost to retire will occur due to the passage of time until all the current in service
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plant is retired at end of life. That is, the level of retirement costs will increase over time

until the average service life is attained. The estimated additional inflation, within the

estimate of retirement cost, is related to those additional year's cost increases (primarily

higher labor costs over time) that will occur prior to the end of the property group's

average life.

To provide an additional explanation of the issue, several general principles

surrounding property retirements and related net salvage need to be highlighted. Those

are that as property continues to age, the retirement of assets, if generating positive

salvage when retired, will typically generate a lower percent of positive salvage. By

comparison, if the class of property is one that typically generates negative net salvage

(cost of removal), with increasing age at retirement the negative percentage as related

to original cost will typically be greater. This situation is routinely driven by the higher

labor cost with the passage of time.

Next, a simple example will aid in a better understanding of the above discussed

net salvage analysis and the required adjustment to the historical analysis results.

Assume the following scenario. A company has two (2) cars, Car #1 and Car #2, each

purchased for$20,000. Car#1 is retired after2 years and Car#2, is retired after 10

years. Accordingly, the average life of the two cars is six (6) years (2 Yrs. Plus 10

Yrs./2). Car #1 generates 75% salvage or $15,000 when retired and Car #2 generates

5% salvage or $1,000 when retired.

Unit Cost Ret. Age ffrs) % Salv. Salvaqe Amount

Car#1 $20,000 2 75o/o $15,000

Qar # 2 20,000 10 5% 1 .000

Total 40,000 6 40o/o 16,000
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Assume an analysis of the experienced net salvage at year three (3). Based

upon the Car #1 retirement, which was retired at a young age (2 Yrs.) as compared to

the average six (6) year life of the property group, the analysis indicates that the

propefi group would generate 75o/o salvage. This analysis indication is incorrect and is

the result of basing the estimate on incomplete data. That is, the estimate is based

upon the salvage generated from a retirement that occurred at an age which is far less

than the average service life of the property group. The actual total net salvage, that

occurred over the average life of the assets (which experienced a six (6) year average

life for the property group) is 4OYo as opposed to the initial incorrect estimate of 75o/o.

This is exactly the situation with the majority of the Company's historical net

salvage data except that most of the Company's plant property groups routinely

experience negative net salvage (cost of removal) as opposed to positive salvage.

The total end of life net salvage amount must be incorporated in the development

of annual depreciation rates to enable the Company to fully recover its total plant life

costs. Othenuise, upon retirement of the plant, the Company will incur end of life costs

without having recovered those plant related costs from the customers who benefltted

from the use of the expired plant.

With regard to location type properties (e.9. generation facilities, etc.) a company

will routinely experience both interim and terminal net salvage. lnterim net salvage

occurs in conjunction with interim retirements that occur throughout the life of the asset

group. This net salvage activity (routinely and largely cost of removal) is attributable to

the removal of components within the Company's facilities to enable the placement of a

new asset component. Interim net salvage is routinely negative given the care required

in removing the defective component so as not to damage the remaining plant in
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service. lnterim net salvage is applicable to the estimated interim retirement assets.

The terminal net salvage component is attributable to the end of life costs

incurred (less any gross salvage received) to disconnect, remove, demolish and/or

dispose of the operating asset. Terminal net salvage is attributable to those assets

remaining in service subsequent to the occurrence of interim retirements.

The total net salvage incorporated into the depreciation rate for location type

plant account investments is the sum of interim and terminal net salvage. Both of the

items must be incorporated in the development of annual depreciation rates to enable

the Company to fully recover its total plant life costs. Otherurise, upon retirement of the

plant, the Company will incur end of life costs without having recovered those plant

related costs from the customers who benefitted from the use of the expired facility.

Service Lives

Several factors contribute to the length of time or average service life which the

property achieves. The three (3) major categories under which these factors fall are:

(1) physical; (2) functional, and; (3) contingent casualties.

The physical, category includes such things as deterioration, wear and tear and

the action of the natural elements. The functional category includes inadequacy,

obsolescence and requirements of governmental authorities. Obsolescence occurs

when it is no longer economically feasible to use the property to provide service to

customers or when technological advances have provided a substitute of superior

performance. The remaining factor of contingent casualties relates to retirements

caused by accidental damage or construction activity of one type or another.

In performing the life analysis for any property being studied, both past

experience and future expectations must be considered in order to fully evaluate the
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circumstances which may have a bearing on the remaining life of the property. This

ensures the selection of an average service life which best represents the expected life

of each property investment.

Survivor Curves

The preparation of a depreciation study or theoretical depreciation reserve

typically incorporates smooth curves to represent the experienced or estimated survival

characteristics of the property. The "smoothed" or standard survivor curves generally

used are the family of curves developed at lowa State University which are widely used

and accepted throughout the utility industry.

The shape of the curyes within the lowa family are dependent upon whether the

maximum rate of retirement occurs before, during or after the average service life. lf the

maximum retirement rate occurs earlier in life, it is a left (L) mode curve; if occurring at

average life, it is a symmetrical (S) mode curve; if it occurs after average life, it is a right

(R) mode curve. ln addition, there is the origin (O) mode curve for plant which has

heavy retirements at the beginning of life.

Many times, actual Company data has not completed its life cycle, therefore, the

survivor table generated from the Company data is not extended to zero percent

surviving. This situation requires an estimate be made with regard to the remaining

segment of the property group's life experience. Furthermore, actual Company

experience is often erratic, making its utilization for average service life estimating

difficult. Accordingly, the lowa curves are used to both extend Company experience to

zero percent surviving as well as to smooth actual Company data.

Studv Procedures

Several study procedures were used to determine the prospective service lives
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recommended for the Company's plant in service. These include the review and

analysis of historical retirements, current and future construction, historical experience

and future expectations of salvage and cost of removal as related to plant investment.

Service lives are affected by many different factors, some of which can be obtained

from studying plant experience, others which may rely heavily on future expectations.

When physical aspects are the controlling factor in determining the service life of

property, historical experience is a valuable tool in selecting service lives. In the case

where changing technology or a less costly alternative develops, then historical

experience is of lesser value.

While various methods are available to study historical data, the principal

methods utilized to determine average service lives for a Company's property are the

Retirement Rate Method, the Simulated Plant Record Method, the Life Span Method,

and the Judgment Method.

Retirement Rate Method - The Retirement Rate Method uses actual Company

retirement experience to develop a survivor curye (Observed Life Table) which is used

to determine the average service life being experienced in the account under study.

Computer processing provides the opportunity to review various experience bands

throughout the life of the account to observe trends and changes. For each experience

band studied, the "observed life table" is constructed based on retirement experience

within the band of years. ln some cases, the total life of the account has not been

achieved and the experienced life table, when plotted, results in a "stub curye." lt is this

"stub curve" or total life curve, if achieved, which is matched or fitted to a standard

Survivor curve. The matching process is performed both by computer analysis, using a

least squares technique, and by manually plotting observed life tables to which smooth
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curves are fitted. The fitted smooth curye provides the basis to determine the average

service life of the property group under study.

Simulated Balances Method - ln this method of analysis, simulated surviving

balances are determined for each balance included in the test band by multiplying each

proceeding year's original gross additions installed by the Company by the appropriate

factor of each Standard Survivor Curve, summing the products, and comparing the

results with the related year end plant balance to determine the "best fitting" curve and

life within the test period. Various test bands are reviewed to determine trends or

changes to indicated service lives in various bands of years. By definition, the curve

with the "best fit" is the curve which produces simulated plant balances that most

closely matches the actual plant balances as determined by the sum of the "least

squares". The sum of the "least squares" is arrived at by starting with the difference

between the simulated balances and the actual balance for a given year, squaring the

difference, and the curve which produces the smallest sum (of squared difference) is

judged to be the "best fit".

Period Retirements Method - The application of the Period Retirements Method

is similar to the "Simulated Plant Balances" Method, except the procedure utilizes a

Standard Survivor Curve and service life to simulate annual retirements instead of

balances in performing the "least squares" fitting process during the test period. This

procedure does tend to experience wider fluctuations due to the greater variations in

level of experienced retirements versus additions and balances thereby producing

greater variation in the study results.

Life Span Method - The Life Span or Forecast Method is a method utilized to

study various accounts in which the expected retirement dates of specific property or
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locations can be reasonably estimated. ln the Life Span Method, an estimated probable

retirement year is determined for each location of the property group. An example of

this would be a structure account, in which the various segments of the account are "life

spanned" to a probable retirement date which is determined after considering a number

of factors, such as management plans, industry standards, the original construction

date, subsequent additions, resultant average age and the current - as well as the

overall - expected service life of the property being studied. lf, in the past, the propefi

has experienced interim retirements, these are studied to determine an interim

retirement rate. Othennrise, interim retirement rate parameters are estimated for

properties which are anticipated to experience such retirements. The selected interim

service life parameters (lowa curve and life) are then used with the vintage investment

and probable retirement year of the property to determine the average remaining life as

of the study date.

Judqment Method - Standard quantitative methods such as the Retirement Rate

Method, Simulated Plant Record Method, etc. are normally utilized to analyze a

Company's available historical service life data. The results of the analysis together

with information provided by management as well as judgment are utilized in estimating

the prospective recommended average service lives. However, there are some

circumstances where sufficient retirements have not occurred, or where prospective

plans or guidelines are unavailable. ln these circumstances, judgment alone is utilized

to estimate service lives based upon service lives used by other utilities for this class of

plant as well as what is considered to be a reasonable life for this plant giving

consideration to the current age and use of the facilities.
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Kona Water Service Company

Kona Wastewater (KS)

Studv Analvsis Results & Recommendations

ACCOUNT - 354.00 Structures & Imnrovements

Historical Exnerience

Plant Statistics Plant Balance : $5,339,404
Average Age of Survivors: 13.86 years
Original Gross Additions : $5,359,772
Oldest Surviving Vintage :2003
Retirements: $20,367 or .4Vo of historical additions
Average Age of Retirements: 13.5 years

Experience Band 2003 - 2017 (Full Depth) 45-R4

Average Service Life: Industry Information/Judgment

Range of Data: 30 - 40 Years
Average of Industry Data:37 Years

Estimate Average Service Life: Interim Retirement Rate 45 Years

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: -l0Voto -l5Yo
Average of Industry Data: -l2Yo

Estimate Future Net Salvage: -l0Yo

Plant Considerations/Future Expectations

This category of property includes the investments related to the operating wastewater treatment facility
such as plant structures, control building, aeration chambers, leach field, etc. Such structures are

exposed to the highly corrosive and aggressive components inherent in wastewater and therefore are

subject to acceleration deterioration as compared to normal structures. In fact, studies have been and

are being performed to access/verifr the longer term viability of the operating plant inasmuch as there
numerous corrosion issues with the result that structural integrity of the plant is a concern. Operating
and engineering management have a goal of repairing/maintaining the plant for an additional 4-8 years
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after which it is anticipated that the plant will be replaced. Accordingly, the estimated seFqlseQff,E${tffd_tucv

wastewater plant investment in this property group i, based upon depieciating the property uring Ut8liLstout
span method to the year 2026 (which is 8 years beyond the present study date) along with the use of an

Interim Retirement rate of an Iowa 45-R4 life and curve to recognize the level of component
replacement/retirements that will be required to continue operating the facility during the interim period.

Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Life Span Method -LS to 2026

Current Depreciation Parameters

Implicit Life (Yrs): 46.9

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 45-R4

Future Net Salvage: -l0Vo

Rate
Av. Remaining Life

New Rate @New Parameters

9.39%
8.45 years

Old Rate @ Old Parameters

2.13%
N/A
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ACCOUNT - 355.00 Power Generation Equinment

Historical Experience

Plant Statistics Plant Balance : $495,805
Average Age of Survivors:3.50 years
Original Gross Additions : $495,805
Oldest Surviving Vintage :2014
Retirements: $0, or 0.0% of historical additions
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 45 Years

Co. Historical Net Salvage: NiA

Net Salvage: Judgment

Estimate Future Net Salvage: 0%

Plant Considerations/Future Expectations

This category of property includes the investments related to emergency generators used to provide
electrical service in the event of a power outage.

Life Analysis Method: Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A
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ASL/Curve: 45-R4

Future Net Salvage:0Yo

Rate
Av. Remaining Life

New Rate @New Parameters

2.tt%
41.50 years

Old Rate @ Old Parameters

3.33%
N/A
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ACCOUNT - 360.00 Collection Sewers-Force

Historical Experience

Plant Statistics Plant Balance: $76,204
Average Age of Survivors:3.34 years
Original Gross Additions : $76,204
Oldest Surviving Vintage :2013
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band NiA

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: 50 - 64 Years
Average of Industry Data: 58 Years

Estimate Average Service Life: 55-R4

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: -l0o/o to -40o/o

Average of Industry Data: -l2Yo

Estimate Future Net Salvage: -25o/o

Plant Considerations/Future Expectations

The Mains property group contains the Company's investment in Collection Sewer Mains (which
included both Force and Gravity Main) aggregate nearly 30 percent of the Company's depreciable plant
in service. Within the Mains property group investment approximately 2Yo is Force Mains while the
remaining 98Yo is Gravify Mains. The pipe sizes range from smaller 8 diameter upwards to 18 inch
diameter pipe.

Sufficient levels of plant retirement records have not occurred to develop meaningful service life
indications. Accordingly, average service lives for each of the applicable property groups were
estimated giving consideration of content of the property group, the potential future system changes, the
corrosive nature of the effluent being transported, and general service life ranges of mains/pipe.

Life Analysis Method: Judgement

Average Remaining Life Development: Full Mortality



Docket No. 201 8-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Wtness: Stout

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 55-R4

Future Net Salvage: -25Yo

Rate
Av. Remaining Life

New Rate @New Parameters

2.2t%
51.67 years

Old Rate @ Old Parameters

3.33%
N/A
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ACCOUNT - 361.00 Collection Sewers-Gravitv

Historical Exnerience

Plant Statistics Plant Balance : $4,535,759
Average Age of Survivors = 12.05 years
Original Gross Additions : $4,535,759
Oldest Surviving Vintage : 2005
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 65-R4

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: DYoto -40Yo

Average of Industry Data: -22%o

Estimate Future Net Salvage: -25Yo

PIant Considerations/Future Expectations

The Mains property group contains the Company's investment in Collection Sewer Mains (which
included both Force and Gravity Main) aggregate nearly 30 percent of the Company's depreciable plant
in service. Within the Mains properfy group investment approximately 2%o is Force Mains while the
remaining 98o/o is Gravity Mains. The pipe sizes range from smaller 8 diameter upwards to l8 inch
diameter pipe.

Sufficient levels of plant retirement records have not occurred to develop meaningful service life
indications. Accordingly, average service lives for each of the applicable property groups were
estimated giving consideration of content of the property group, the potentialfuture system changes, the
corrosive nature of the effluent being transported, and general service life ranges of mains/pipe.

Life Analysis Method: Judgment

Average Remaining Life Development: Full Mortality
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Current Depreciation Parameters

Implicit Life (Yrs): 53.7

Net Salvage: N/A

Proposed Denreciation Parameters

ASL/Curve: 65-R4

Future Net Salvage: -25Yo

New Rate @New Parameters

Rate 190%
Av. Remaining Life 52.99 years

Old Rate @ Old Parameters

1.86%
N/A



ACCOUNT - 362.00 Special Collection Structures

Historical Experience

Plant Statistics Plant Balance: $7,897
Average Age of Survivors : 2.48 years
Original Gross Additions : 57,897
Oldest Surviving Vintage :2014
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band NiA

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 30-R4

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: -l\Yo

PIant Considerations/Future Expectations

The limited investment in this property group is related to smallwastewater storage tanks

Life Analysis Method: Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A

P Denreciation P eters

ASL/Curve: 30-R4
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Future Net Salvage:. -llYo
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Rate
Av. Remaining Life

New Rate @New Parameters

3.67%
27 .52 years

Old Rate @ Old Parameters

3.33%
N/A
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ACCOUNT - 370.00 Receivine Wells/Waste Treatment Plant

Historical Experience

Plant Statistics Plant Balance: 51,794,143
Average Age of Survivors : I 3. I 9 years
Original Gross Additions : $1,795,486
Oldest Surviving Vintage :2003
Retirements: $1,343 or 0.0% of historical additions.
Average Age of Retirements: 13.5 years

Experience Band 2003-2017 (Full Depth) 45-R4

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: Interim Retirement Rate 45-R4

Co. Historical Net Salvage: N/A

Historical Net Salvage: Judgment

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: -20Yo

Plant Considerations/T'uture Expectations

This category of property includes the investments related to the operating wastewater treatment facility
such as plant structures, control building, aeration chambers, leach field, etc. Such structures are

exposed to the highly corrosive and aggressive components inherent in wastewater and therefore are

subject to acceleration deterioration as compared to normal structures. In fact, studies have been and

are being performed to access/veriff the longer term viability of the operating plant inasmuch as there
numerous corrosion issues with the result that structural integrity of the plant is a concern. Operating
and engineering management have a goal of repairing/maintaining the plant for an additional 4-8 years

after which it is anticipated that the plant will be replaced. Accordingly, the estimated service life of the

wastewater plant investment in this property group is based upon depreciating the property using the life
span method to the year 2026 (which is 8 years beyond the present study date) along with the use of an

Interim Retirement rate of an Iowa 45-R4 life and curve to recognize the level of component
replacement/retirements that will be required to continue operating the facility during the interim period.

Life Analysis Method: Judgment

Average Remaining Life Development: Life Span Method -LS to 2026
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Current Depreciation Parameters

Implicit Life (Yrs): 45.2

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 45-R4

Future Net Salvage: -20o/o

Rate
Av. Remaining Life

New Rate @Ne\ry Paramete$

9.80%
8.45 years

Old Rate @ Old Parameters

2.2lYo
N/A
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ACCOUNT - 370.10 Pumpins Equinment

Historical Exnerience

Plant Statistics Plant Balance: $3,287,383
Average Age of Survivors: 13.06 years
Original Gross Additions : 53,426,552
Oldest Surviving vintage :2003
Retirements: $139,169 or 4.1%o of historical additions.
Average Age of Retirements : I 1.7 years

Experience Band 2003-2017 (Full Depth) 30-R3

Average Service Life: Judgment/Industry Information

Average Service Life: Industry Information/Judgment
Range of Data: 15 -25 Years
Average of Industry Data; 19 Years

Estimate Average Service Life: 30-R3

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information/Judgment

Range of Data: 0Yoto -30%%
Average of Industry Data: -l5Yo

Estimate Future Net Salvage: -l|Yo

Plant Considerations/Tuture Expectations

The facilities whose investments comprise this property account are the Company's various types of lift
station pumps. The facilities are exposed to corrosive wastewater and therefore, will require ongoing
maintenance and relative young aged replacement. Consideration was given the account investment
content, the available Company historical data to date, and general industry information.

Life Analysis Method: Retirement Rate Analysis and Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 39.8

Net Salvage: N/A
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Proposed Depreciation Parameters

ASL/Curve: 30-R3

Future Net Salvage: -15%o

New Rate @New Parameters

Rate 4.68%
Av. Remaining Life 17.83 years

Old Rate @ Old Parametsrs

2.slYo
N/A
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ACCOUNT - 380.10 Treatment & Disnosal Equipment

Historical Exnerience

Plant Statistics Plant Balance: $35,441
Average Age of Survivors: 1.50 years
Original Gross Additions : $35,441
Oldest Surviving Vintage :2016
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: 0 years

Experience Band 30-R3

Average Service Life: Judgment/Industry Information

Range of Data: 20 -21Years
Average of Industry Data:20 Years

Estimate Average Service Life: 30-R3

Co. HistoricalNet Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: 0Yoto -25Yo

Average of Industry Data: -l3Yo

Estimate Future Net Salvage: -l5Yo

Plant Considerations/T'uture Expectations

This limited property group investment is related to the Company's various miscellaneous items of
treatment equipment. Given that the facilities are mechanical in nature and are often directly exposed to
wastewater ongoing replacements will be required.

Life Analysis Method: Retirement Rate Method (Actuarial)-Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Proposed Depr0ciation Parameters

ASL/Curve: 30-R3

Future Net Salvage-llYo

New Rate @New Parameters

Rate
Av. Remaining Life

3.82%
28.53 years

Old Rate @ Old Parameters

3.33%
N/A
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Sewer Depreciation Study
\Mtness: Stout

ACCOUNT - 324.10 Svstem Control Equipment

Historical Exnerience

Plant Statistics Plant Balance: $96,006
Average Age of Survivors: 14.50 years
Original Gross Additions: $96,006
Oldest Surviving Vintage : 2003
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: l5-R4

Co. Historical Net Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: 0%

Plant Considerations/Future Expectations

This property class is related to SCADA equipment which is routinely technological impacted by
obsolescence.

Life Analysis Method: Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): N/A



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Net Salvage: N/A

Pronosed Depreciation Parameters

ASL/Curve: l5-R4

Future Net Salvage: 0%

New Rate @New Parameters Old Rate @ Old Parameters

Rate
Av. Remaining Life

40.6s%
2.46years

DYo

N/A
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Exhibit KWSC-T-103

Sewer Depreciation Study
Witness: Stout

ACCOIINT -372.1O (}rfice Eo uinment/Comnuters

Historical Exnerience

Plant Statistics Plant Balance:$1,572
Average Age of Survivors:2.50 years
Original Gross Additions : $1,572
Oldest Surviving Vintage : 2015
Retirements = $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 7-R4

Co. Historical Net Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: 0%

Plant Considerations/Tuture Expectations

The minor investment in this property class is related to computer equipment that needs to be re-classed
to Office Equipment-Computers.

Life Analysis Method: Retirement Rate Method (Actuarial)-Judgment

Average Remaining Life Development: Full Mortality

Current Denreciation Parameters

Implicit Life (Yrs): N/A
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Sewer Depreciation Study
\Mtness: Stout

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 7-R4

Future Net Salvage: IYo

New Rate @New Parameters Old Rate @ Old Parameters

Rate
Av. Remaining Life

20.ll%o
4.53 years

0.0%
N/A
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Exhibit KWSC-T-103

Sewer Depreciation Study
Wtness: Stout

ACCOUNT - 389.00 Other Miscellaneous Equipment

Historical Exnerience

Plant Statistics Plant Balance: $16,475
Average Age of Survivors : 3.50 years
Original Gross Additions :816,475
Oldest Surviving Vintage :2014
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: 25 Years
Average of Industry Data:25 Years

Estimate Average Service Life: 25-R3

Co. Historical Net Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: IYo
Average of Industry Data:IYo

Estimate Future Net Salvage: 0%

Plant Considerations/T'uture Expectations

This property class includes investments in sewer plant equipment that will be replace on an as needed
basis.

Life Analysis Method: Retirement Rate Method (Actuarial)-Judgment

Average Remaining Life Development: Full Mortality

Current DeDreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A
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Exhibit KWSC-T-I03

Sewer Depreciation Study
Wtness: Stout

Pronosed Denreciation Parameters

ASL/Curve: 25-R3

Future Net Salvage: 0Yo

New Rate @New Parameters

Rate 4.03%
Av. Remaining Life 21.59 years

Old Rate @ Old Parameters

3.330/T,

N/A
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Sewer Depreciation Study
\Mtness: Stout

ACCOUNT - 393.00 Tools. Shon & Garaee Equinment

Historical Experience

Plant Statistics Plant Balance: $1,609
Average Age of Survivors:2.89 years
Original Gross Additions : $1,609
Oldest Surviving Vintage :2014
Retirements: $0 or 0% of historical additions.
Average Age of Retirements: .0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: l5-R3

Co. Historical Net Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: IYo

Plant Considerations/X'utu re Expectations

The property class includes investments for storage equipment and is replaced on an as needed basis.

Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A
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Sewer Depreciation Study
\Mtness: StoutProposed Depreciation Parameters

ASL/Curve: 15-R3

Future Net Salvage: 0%

New Rate @New Parameters Old Rate @ Old parameters

Rate
Av. Remaining Life

7.36%
12.20 years

3.33%
N/A



ACCOUNT - 395.00 Power Operated Eouinment

Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Historical Exnerience

Plant Statistics Plant Balance:81,572
Average Age of Survivors:2.50 years
Original Gross Additions : fiL,572
Oldest Surviving Vintage :2015
Retirements: $0 or 0.0% of historical additions
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: l2-R3

Co. HistoricalNet Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: 5%

Plant Considerations/Future Exnectations

The minor investment in this property class is related to computer equipment that needs to be re-classed
to Offi ce Equipment-Computers.

Life Analysis Method: Retirement Rate Method (Actuarial)-Judgment

Average Remaining Life Development: Full Mortality

Current DeDreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A
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Sewer Depreciation Sludy
lMtness: StoutProposed Denreciation Parameters

ASL/Curve: 12-R3

Future Net Salvage: 5%

New Rate @New Parameters

Rate
Av. Remaining Life

0.00%
N/A

Old Rate @ Old Parameters

3.34%
N/A
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Sewer Depreciation Study
VMtness: Stout

ACCOUNT - 396.50 Transnortation Equipment

Historical Exnerience

Plant Statistics Plant Balanca: $42,229
Average Age of Survivors : 6.12 years
Original Gross Additions : $42,229
Oldest Surviving Vintage :2011
Retirements: $0 or 0.0% of historical additions
Average Age of Retirements:0 years

Experience Band N/A

Average Service Life: Industry Information/Judgment

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 8-R3

Co. Historical Net Salvage: N/A

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: 10Vo

Plant ConsiderationslFuture Expectations

This property investment includes a minor quantity of transportation related property used in the
operation the wastewater facilities.

Life Analysis Method : Industry Information/Judgment

Average Remaining Life Development: Full Mortality

Current DeDreciation Parameters

Implicit Life (Yrs): N/A

Net Salvage: N/A

Proposed Depreciation Parameters

ASL/Curve: 8-R3
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Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Future Net Salvage: l0Yo

Rate
Av. Remaining Life

New Rate @New Parameters

-3.68%
2.72years

Old Rate @ Old Parameters

0%
NiA



Docket No. 2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Vvitness: Stout

ACCOUNT - 397.00 Miscellaneous Equipment

Historical ExDerience

Plant Statistics Plant Balance:528,924
Average Age of Survivors:5.66 years
Original Gross Additions : $28,924
Oldest Surviving Vintage :2011
Retirements: $0 or 0.0% of historical additions.
Average Age of Retirements: 0 years

Experience Band N/A

Average Service Life: Judgment

Average Service Life: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Average Service Life: 25-R4

Co. HistoricalNet Salvage: N/A

Net Salvage: Judgment

Historical Net Salvage: Industry Information

Range of Data: N/A
Average of Industry Data: N/A

Estimate Future Net Salvage: 0olo

Plant Considerations/Future Expectations

This property class includes various items of equipment and tools used for the wastewater plant
operations.

Life Analysis Method: Retirement Rate Method (Actuarial)'Judgment

Average Remaining Life Development: Full Mortality

Current Depreciation Parameters

Implicit Life (Yrs): 30.0

Net Salvage: N/A



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Witness: Stout

Pronosed I)enreciation Parameters

ASL/Curve: 25-R4

Future Net Salvage: UYo

New Rate tONew Parameters

Rate 4.17%
Av. Remaining Life 19.37 years

Old Rate @ Old Parameters

3.33%
N/A
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Sewer Depreciation Study
\Mtness: Stout

SECTION 5
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Docket No.2018-0388
Exhibit KWSC-T-'103

Sewer Depreciation Study
\Mtness: Stout

Kona Wuter Service Company
(727) Kona Wsstewater (KS)

354.00 STRUCTURE & IMPROVEMENTS

Observed LW Table
Retirement Expr. 2003 TO 2017
Placement Years 2003 TO 2016

Age
Intewal

S Suwiving At
Beginning of
Age Interval

$5,359,771.54

$5,359,771.54

$s,354,826.58

$5,352,379.19

$5,337,772.00

$5,337,772.00

$5,337,772.00

$5,337,772.00

$5,337,772.00

$5,337,772.00

$5,337,772.00

$4,546,010.00

$4,546,010.00

$4,546,010.00

$4,525,642.57

$ Retired
During The
Age Intewal

$0.00

$0.00

$o.oo

$o.oo

$0.00

$o.oo

$o.oo

$0.00

$0.00

$0.00

$0.00

$0.00

$o.oo

$20,367.43

$o.oo

Retirement
Ratio

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00448

0.00000

96 Surviving At
Beginning of
Age Intewal

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

99.55

0.0 - 0.5

0.5 - 1.5

1.5 - 2.5

2.5 - 3.5

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5

6.5 - 7.5

7.5 - 8.5

8.5 - 9.5

9.5 - 10.5

10.5 - 1 t.5

11.5 - 12.5

12.5 - 13.5

13.5 - 14.5
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Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Kona lAatur Service Compuny
(727) Kona ll/ustewater (KS)

37O.OO WASTE TREATMENT PLANT

Observed Life Tuble
Retirement Expr. 2003 TO 2017
Placement Years 2003 TO 2007

Age
Interval

$ Suwiving At
Beginning of
Age Intewul

$1,795,486.00

$1,79s,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,795,486.00

$1,27s,380.00

$1 ,268,219.00

$1,157,827.00

$1 ,128,020.00

$ Retired
During The
Age Interval

$0.00

$o.oo

$o.oo

$0.00

$o.oo

$o.oo

$0.00

$0.00

$0.00

$0.00

$o.oo

$o.oo

$0.00

$1,343.00

$o.oo

Retirement
Ratio

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00116

0.00000

% Surviving At
Beginning of
Age Intewal

2.5 -3.5

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5

6.5 - 7.5

7.5 - 8.5

0.0 - 0.5

0.5 - 1.5

1.5 - 2.5

100.00

100.00

100.00

100.00

100.00

100.00
'100.00

100.00

100.00

100.00

100.00

100.00
'100.00

100.00

99.88

8.5 - 9.5

9.5 - 10.5

10.5-11.5
11.5 - 12.5

12.5 - 1 3.5

13.5 - 14.5
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Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Konu lMatur Service Compuny
(727) Kona Wastewuter (KS)

370.10 PUMPTNG EQUTPMENT

Observed LW Table
Retirement Expr. 2003 TO 2017
Placement Years 2003 TO 2016

Age
$ Surviving At
Beginning of
Age Intewal

$3,426,551.82

$3,426,551.82

$3,417 ,717.17

$3,417 ,717.17

$3,220,530.57

$3,220,530.57

$3,217,893.34

$3,192,115.40

$3,178,358.00

$s,178,358.00

$3,178,358.00

$3,177,270.47

$3,056,214.90

$1,992,456.90

$1,975,430.93

$ Retired
During The
Age Interval

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$1,087.53

$121 ,055.57

$0.00

$'t7,025.97

$0.00

Retirement
Ratio

% Surviving At
Beginning of
Age IntewalInterval

0.0 - 0.5

0.5 - '1.5

1.5 - 2.5

2.5 - 3.5

3.5 - 4.5

4.5 - 5.5

5.5 - 6.5

6.5 - 7.5

7.5 - 8.5

8.5 - 9.5

9.5 - 10.5
't 0.5 - 1'1 .5

11.5 - 12.5

12.5 - 13.5

13.5 - '14.5

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00000

0.00034

0.0381 0

0.00000

0.00855

0.00000

100.00

100.00

100.00

100.00

100.00

100.00

100.00
'100.00

100.00

100.00

100.00

99.97

96.16

96.16

95.34
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Sewer Depreciation Study
\Mtness: Stout

SECTION 6
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Exhibit KWSC-T-103

Sewer Depreciation Study
Witness: Stout

Kona ll/uter Service Company
(727) Kona Wustewater (KS)

324.10 SYSTEM COMPUTER CONTR EQaTPMENT

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broud Group/Remaining Life Procedure and Technique

Average Sewice Life: 15 Survivor Curve: R4

Yeur

(1)

Original Avg. Service
Cost Life

(2) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
LW

(s)

Future Annual
Accruals

(6)

2003

Total

96,006.00

96,006.00

15.00

15.00

6,400.36

6,400.36

2.46 15,724.93

15,724.932.46

Composite Average Remaining Life ... 2.46 Years

qr'6r&Yr*;+rin'd{
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Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Konu Wuter Service Compuny
(727) Kona Wastewater (KS)

354.00 STRUCTURE & IMPROVEMENTS

Original Cost Of Utili$ Plant In Service
And Development Of Composite Remaining Life as of December 31, 2017

Bused Upon Broad Group/Remaining Life Procedure and Technique

Year

Q)

Original Avg. Service Avg. Annual Avg. Remaining
Cost Ltfe Accruul Life

(2) (3) (4) (s)

Future Annual
Accraals

(6)

Interim Survivor Curve: Iowa 45

Probuble Retirement Year: 2026

KONA WASTE TREATMENT PLANT

R4

2003

2007

2014

20't5

2016

22.90

18.96

11.99

11.00

10.00

22.13

8.44

8.47

8.50

8.50

8.50

8.45

8.45

4,525,&2.57

791,762.OO

14,607.19

2,447.35

4,944.96

'tg7,625.17

41 ,759.67

1,217.87

222.58

494.65

241,319.94

1,6ffi,327.20

353,874.25

10,u5.97

1,891.08

4,203.'t4

2,038,U1.U

2,O38,U1.U

Total 5,339,404.11

Account
Total 5,339,404.11 22.13 241,3',t9.94

Composite Average Remaining Life... 8.45 Years
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Exhibit KWSC-T-103

Sewer Depreciation Study
Wtness: Stout

Kona Wuter Service Company
(727) Kona lAastuwater (KS)

355.00 powER GENERATION EQUILMENT

Originol Cost Of Utility plant In Service
And Development of composite Remaining Ltfe as of December 31,2017

Based upon Broad Group/Remaining Life procedure and rechnique

Average Service Life: 45 Sumivor Curve: R4

Year Original Avg. Service
Cost Life

Avg. Annual
Accrual

@)

Avg. Remaining
LW

6)

Future Annual
Accrusls

(6)a) (2) (3)

20't4

Total

495,80/..71

495,8M.71

45.00

45.00

1 1 ,017.83

11 ,O17.83

41.50

41-50

457,25A.61

457,294.61

Composite Averege Remaining Life ... 41.50 years
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Exhibit KWSC-T-103

Sewer Depreciation Study
Witness: Stout

Kona Water Service Company
(727) Kona lAustuwuter (KS)

360.00 COLLECTION SEWERS FORCE

Originul Cost Of afin$ Phnt In Service
And Development Of Composite Remaining Ltfe as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 55 Survivor Curve: R4

Year

a)

Original Avg. Service
Cost Lrfe

(2) (3)

Avg, Annual
Accrual

4)

Avg. Remaining
Life

(s)

Future Annaal
Accruals

(6)

Total

2013

2014

2016

36,099.12

15,772.74

24,332.25

76,204.11

55.00

55.00

55.00

55.00

656.34

2ffi.78

442.40

1,385.52

50.51

51.50

53.50

51.67

33,',t49.72

14,770.26

23,669.26

71,589.24

Composite Average Remaining Life ... 51.67 Years
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Exhibit KWSC-T-103

Sewer Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona lV'astewater (KS)

361.00 COLLECTION SEWERS GRAVITY

Originul Cost Of Utility Plant In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 65 Survivor Curve: R4

Year

a)

Original Avg. Service
Cost LW

(2) (3)

Avg. Annual
Accruul

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)

TotaI

3,516,120.00

1,019,639.00

4,535,759.00

2005

2007

65.00

65.00

65.00

54,093.86

15,686.67

69,780.53

52.54

54.53

52.99

2,842,',t36.51

855352.v

3,697,,l88.85

Composite Average Remaining Lffi ... 52.99 Years
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Sewer Depreciation Study
Wtness: Stout

Kona Wuter Service Company
(727) Kona ll'astewater (KS)

362.00 SPECIAL COLLECTION STRACTURE

Originul Cost Of Utility Plant In Service
And Development Of Composite Remaining Ltfe as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Sewice Life: 30 Survivor Curve: R4

Year

(1)

Original Avg. Service
Cost LW

a (3)

Avg. Annual
Accrual

u)

Avg. Remaining
Life

(s)

Futare Annual
Accruals

(6)

2014

2016

Total

3,869.89

4,026.68

7,896.57

30.00

30.00

30.o0

129.00

1U.22

263.22

26.51

28.50

27.52

3,419.23

3,825.57

7,244.80

Composite Average Remaining Life... 27.52 Years
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Wtness: Stout

Konu Wuter Service Company
(727) Kona Wastewater (KS)

37O.OO II/ASTE TREATMENT PLANT

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Lift as of December 31, 2017

Based Upon Broud Group/Remaining Life Procedure and Techniqae

Yeur

Q)

Original Avg. Service Avg. Annual Avg. Remaining
Cost Lrfe Accruul LW

(2) (3) (4) (s)

Fature Annuul
Accruals

(6)

Interim Survivor Curve: Iowa 45 R4
Probable Retirement Year: 2026

2003 1,128,020.00 22.90

20M 28,4il.OO 21.92

2005 110,392.00 20.94

2006 5,161.00 19.95

2007 522,106.00 18.96

Total 1,794j43J0 21.45

Account
Totsl 1,794,143.00 21.45

Composite Average Remaining Life ...

KONA WASTE TREATMENT PLANT

49,258.23

1,298.55

5,272.84

258.71

27,537.28

83,625.61

83,625.61

8.45 Years

8.44

8.45

8.46

8.47

8.47

8.45

8.45

415,831.88

10,975.42

44,611.65

2,190.70

233,352.79

706,962.44

706,962.44
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Sewer Depreciation Study
Witness: Stout

Kona ll'ater Service Company
(727) Kona Wastewater (KS)
370.10 PUMPTNG EQUTPMENT

Originul Cost Of Utility Plant In Service
And Development Of Composite Remaining Ltfe as of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 30 Survivor Curve: R3

Yeur

Q)

Original Avg. Service
Cost Life

(2) (s)

Avg, Annual
Accrual

(4)

Avg. Remaining
Ltfe

(s)

Future Annual
Accraals

(6)

2003

2005

2010

2011

20't2

2014

2016

Total

1,975,430.93

1,063,758.00

13,757.40

25,777.94

2,637.23

197,186.60

8,834.65

3,287,382.75

30.00

30.00

30.00

30.00

30.00

30.00

30.00

30.00

65,U7.61

35,458.55

458.58

859.26

87.91

6,572.88

294.49

109,579.28

16.56

18.26

22.78

23.71

24.66

26.58

28.53

'17.83

1,090,139.72

647,541.40

10,444.29

20,375.72

2,'t67.87

174,709.33

8,400.84

1,553,779.17

Composite Average Remaining Life... 17.83 Years
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Vvitness: Stout

Kona Water Service Company
(727) Kona Wastewater (KS)

372.10 OFFTCE EQarP/COMPUTERS

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Ltfe us of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 7 Survivor Cane: R4

Year Original Avg. Service
Cost LW

(1) (2) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)

2015

Total

1,572.20

1,572.20

7.00

7.00

221.59

224.59

4.53

4.53

1,016.64

1,016.64

Composite Average Remaining Life ... 4.53 Years

nt\l€tffira@ ffit''*+ffi+.,-.:4d!:-.8€#aiqffi*eFr@!txd@,!F:+a-:e-3-!ffd*F-!v
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Sewer Depreciation Study
Wtness: Stout

Kona lVater Service Company
(727) Kons lAastuwuter (KS)

380.10 TREATMENT & DTSPOSAL EqUIPMENT

Originul Cost Of Utility Plant In Service
And Development Of Composite Remaining Lift as of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Semice Life: 30 Survivor Curve: R3

Year

(1)

Original Avg. Service
Cost Life

o) (3)

Avg. Annual
Accrual

(4)

Avg. Remaining
LW
(s)

Fature Annuul
Accruals

(6)

20'16

Totul

35,441.08

35,441.08

30.00

30-00

1,181 .37

1.18't.37

28.53

28.53

33,700.80

33,700.80

Composite Average Remaining Life ... 28.53 Years



Docket No.2018-0388
Exhibit KWSC-T-103

Sewer Depreciation Study
Wtness: Stout

Kons Water Service Compuny
(727) Kona Wastewater (KS)

389.00 OTHER MTSCELLANEOUS EQUIPMENT

Original Cost Of Utility Plant In Service
And Development Of Composite Remuining Ltfe as of December 31,2017

Based Upon Brosd Group/Remaining Life Procedure and Technique

Average Service Life: 25 Survivor Cune: R3

Yeur

(1)

Original Avg. Service
Cost Life

(2) (3)

Avg, Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Fature Annual
Accruals

(6)

2014

Total

16,475.29

'16,475.29

25.00

25.OO

659.01

659.01

21.59

2't.59

14,226.51

14,226.5',1

Composite Average Remaining Life ... 21.59 Yesrs
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Sewer Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona Wastewater (KS)

393.00 TOOLS, SHOP & GARAGE EQUIPMENT

Original Cost Of afinry Phnt In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broad Group/Remaining Life Procedure snd Technique

Average Service Life: 15 Suwivor Cuwe: R3

Year

a)

Original Avg, Service
Cost LW

(2) (s)

Avg. Annual
Accrual

(4)

Avg. Remaining
Life

(s)

Future Annual
Accruals

(6)

2014

2016

Total

1,119.37

489.63

1,609.00

15.00

15.00

15.00

74.62

32.U

107.27

11.62

13.53

12.20

867.28

441.73

1,309.00

Composite Average Remaining Life ... 12.20 Years
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Wtness: Stout

Kona Water Service Compuny
(727) Konu Wastewater (KS)

396.50 TRANSPORTATTON EQaTPMENT

Original Cost Of Utility Plunt In Service
And Development Of Composite Remaining Life as of December 31,2017

Based Upon Broud Group/Remaining Life Procedare and Technique

Average Service Life: I Survivor Curve: R3

Year

Q)

Originul Avg. Service
Cost LW

(2) (3)

Avg. Annual
Accruul

(4)

Avg. Remaining
LW

(s)

Future Annuul
Accruuls

(6)

Total

2011

2012

26,391.60

15,837.55

42,229.'t5

8.00

8.00

8.00

3,298.84

1,979.63

5,278.47

2.46

3.14

2.72

8,1 19.53

6,216.45

14,335.98

Composite Average Remaining Life... 2.72 Years
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Sewer Depreciation Study
\Mtness: Stout

Kona Water Service Company
(727) Kona lAastewater (KS)

397.00 MTSCELLANEOaS EQaTPMENT

Original Cost Of Utility Plant In Service
And Development Of Composite Remaining Life as of December 31, 2017

Based Upon Broad Group/Remaining Life Procedure and Technique

Average Service Life: 25 Survivor Curve: R4

Year

(1)

Original Avg. Service
Cost LW

a (3)

Avg, Annaal
Accrual

4)

Avg. Remaining
LW

(s)

Future Annual
Accruals

(6)

Total

2011

2012

2014

18,516.80

3,454.79

6,952.68

28,924.27

25.00

25.00

25.OO

25.00

740.67

138.19

278.11

1,156.97

18.53

19.52

2',t.51

't9.37

13,728.M

2,697.76

5,981.44

22,407.24

Composite Average Remaining Life ... 19.37 Years
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Hawaii Water Service Company
Kona Wastewater (KS)

Original Cost Per Books, Adjustments, and Original Cost Per Depreciation Study
as of December 31,2017

Company Pending
Adiustment

(d)
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Table 3 - KS-Appendix

Original Cost Per
Depreciation Study Data

'12-31-11
(e)

5,339,404.11
495,804.71
76,204.11

4,535,759.00
7,896.57

1,794,143.00
3,287,382.75

15,536,594.25

35,441.08

35,441.08

96,006.00
1,572.20

16,475.29
1,609.00

0.00
42,229.15
28,924.27

186,815.91

15,758,851.24

0.00

15,758,851.24

Account
No.
(a)

354.00
355.00
360.00
361.00
362.00
370.00
370.1 0

Original Cost
Per Book
12-3'l-11

(c)

Descriotion
(b)

DEPRECIABLE PLANT

Gollection Plant
Structure & lmprovements
Power Generation Equipment
Collection Sewers Force
Collection Sewers Gravity
Special Collecting Structure
Receiving WellsMaste Treatment Plant
Pumping Equipment

TOTAL Collection Plant

5,339,404.11
495,804.71
76,204.11

4,535,759.00
7,896.57

1,794,143.00
3,287,382.75

15,536,594.25

35,441.08

35,441.08

95,005.00
0.00

16,475.29
1,609.00
1,572.20

42,229.15
28,924.27

186,815.91

15,758,851.24

0.00

15,758,851.24

0.00

0.00

0.00

1,572.20

-1 ,572.20

0.00

0.00

0.00

0.00

Treatment & Disoosal Plant
380.'10 Treatment & Disposal Equip

TOTAL Treatment & Disposal Plant

324.10
372.10
389.00
393.00
395.00
396.50
397.00

General Plant
System Control Computer Equipment
Office EquipmenVComputers
Other Miscellaneous Equipment
Tools, Shop & Garage Equipment
Power Operated Equip
Transportation Equipment
Miscellaneous Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON-DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UTILITY PLANT IN SERVICE
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Table 4 - KS-Appendix

Hawaii Water Service Gompany
Kona Wastewater (KS)

Company's Book Reserve and Allocation of Book Reserve
Based Upon Calculated Reserve

As of December 31,2017

Acct.
No.
(a)

Descriotion
(b)

DEPRECIABLE PLANT

Collection Plant
Structure & lmprovements
Power Generation Equipment
Collection Sewers Force
Collection Sewers Gravity
Special Collecting Structure
Receiving WellsM/aste Treatment Plant
Pumping Equipment

TOTAL Collection Plant

Original
Cost

12-31-17
(c)

5,339,404.11
495,804.71
76,204.11

4,535,759.00
7,896.57

1,794,143.00
3,287,382.75

15,536,594.25

35,441.08

35,441.08

186,815.91

15,758,851.24

0.00

15,758,851.24

Net
Salvage
Rate

(d)

A.S.L./
Survivor

Curve
(e)

Book
Reserve
12-31-17

(s)

354.00
355.00
360.00
361.00
362.00
370.00
370.'t0

-1jYo
0%

-25%
-25%
-1IYo
-2oo/o

-15%

*45-R4

45-R4
55-R4
65-R4
30-R4
*45-R4

30-R3

-15Yo 30-R3

1,636,790.07
61,975.35

8,382.21
'1,087,331.84

696.35
666,786.87

1,036,493.12

4,498,455.81

2,148.17

2,148.17

Treatment & Disposal Plant
380.'10 Treatment & Disposal Equip

TOTAL Treatment & Disposal Plant

324.10
372.10
389.00
393.00
395.00
396.50
397.00

96,006.00
1,572.20

16,475.29
1,609.00

0.00
42,229.15
28,924.27

General Plant
System Control Computer Equipment
Office Eq uipmenVComputers
Other Miscellaneous Equipment
Tools, Shop & Garage Equipment
Power Operated Equip
Transportation Equipment
Miscellaneous Equipment

TOTAL General Plant

TOTAL DEPRECIABLE PLANT

NON-DEPRECIABLE PLANT

TOTAL NON-DEPRECIABLE PLANT

TOTAL UILIry PLANT IN SERVICE

0%
0%
0%
0%
5%
10%
0o/o

15-R4
7-R4

25-R3
15-R3
12-R3
8-R3
25-R4

0.00
139.84

2,1 50.83
164.82

0.00
42,229.15

5,538.44

50,223.08

4,550,827.06

0.00

4,550,827.06
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COST OF SERVICE STUDY
KONA WATER SERVICE COMPANY, rNC

WATER OPERATIONS

Introduction

This report sets forth the procedures, findingso and results of a cost of service allocation

study for the Kona Water Service Company, Inc. - Water Operations (the "Company"). The cost

of service allocation study developed herein is based on the financial and operating parameters

developed by the Company for use in a rate filing.

A discussion of the rationale employed for cost of service allocation studies, including a

description of the allocations, together with the resulting tables and a general discussion of rate

and tariff design follows.

General

The cost of service study utilizes the "Base - Extra Capacity Method" as set forth in the

American Water Works Association M1 Manual of Water Supply Practices entitled "Principles of

Water Rateso Fees, and Charges (all editions). This methodology identifies operating costs and

allocates the Company's annual revenue requirements to functional cost categories. The functional

costs are briefly described as follows:

o Base costs include those costs which would generally be incurred if the water system

were operated at a uniform rate year-round and customers received water on the same

basis.

o Extra capacity costs include those costs related to peak rates of water use in excess of

average requirements.

o Customer costs include those costs associated with connection and serving customers

irrespective of the volume of water used or demand requirements imposed.

The costs of the water utility are first assigned to several functional cost categories through the use

of allocation factors which are developed for each item of operating expense, rate base element,

capital expenditure, and other costs. Once the cost of service has been determined by functional

cost category, the next step is the allocation of such costs to the customer classifications.

Customer classifications, or equivalent customer groups, are the groupings of those

customers who have similar service, consumption, and demand characteristics. The present
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study identifies and analyzesthe following customer groups: residential, non-residential JHEess:stout

irrigation.

The proper allocation of the cost of service requires that each customer group be

charged with a portion of the base cost, the extra capacity cost and the customer cost in

accordance with the respective needs and use of the service rendered. This is accomplished

by allocating the functional costs to each customer group in the proportion that each respective

group bears a responsibility for the costs relative to the total cost responsibility of all

customers served by the system. The sum of all functional costs attributable to a customer

group is the total cost of service to be recovered from that group.

The base, the extra capacity, and the customer costs, when summarized by customer

groups, define the total cost of service to be recovered from each customer group. This

summation also provides identity of the responsibility of each customer group for each of the

functional costs which together constitute the total cost of service.

Annual Revenue Requirements

The initial step in the establishment of customer tariff rates for water utility service is

the identification or development of an annual revenue requirement. The Company has

provided their proposed 2019 test year annual revenue requirements to be filed with the

Hawaii Public Utilities Commission as follows:

Operation & Maintenance Expense $2,429,336

Annual Depreciation Expense 476,258

Taxes Other Than Income Taxes 254,272

Public Company Allocation 101,687

Utility Operating Income 580,249

Income Taxes 139"645

Total Revenue Requirement $3,981,387

As subsequently discussed herein, this study results in the allocation of $3,981,387

total annual revenue requirement set forth above to the various customer classes.

A comparison of the cost of service allocation results, the current revenue levels

received from each customer class and proposed revenues will indicate the degree to which

each customer class is meeting its cost responsibilities will be discussed later in this report.
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The results of that comparison are used to provide a guideline for use in the proposed ,vff$ess: 
stout

design.

Water Production/System Delivery

A necessary step in a water cost of service allocation study is the development of the

appropriate allocation factors for the functional cost elements. Therefore, it is necessary to

determine the system-wide water production and delivery on average day, maximum day, and

maximum hour bases.

Based upon a review of the system delivery data from the reverse osmosis plant, the

service territory and the customer base it was determined that the system maximum day to

average day ratio should be established at 1.59 times. We frnd this ratio reasonable and

appropriate for use in the development of the functional cost allocations. This means that for

costs allocated on a maximum day basis, 62.89 percent of the cost is assigned to the Base Cost

function, while 37.1 1 percent of the cost is assigned to the Extra Capacity Cost - Maximum

Day function.

Based upon the system delivery data it has been determined that the maximum hour

to average hour ratio of 3.00 times or 300 percent. This results in costs allocated on a

maximum hour basis, 33.33 percent of the cost is assigned to Base Cost Function and 66.67

percent of the cost is assigned to the Extra Capacity Cost - Maximum Hour Function.

The system factor for transmission and distribution mains is 3.09 times based on the

system delivery data and data specific to the Company's water operations. This results in the

following factors for T&D mains functionalization: 32.36 percent for Base Cost Function,

19.09 percent for Extra Capacity - Maximum Day and 48.55 percent for Extra Capacity -
Maximum Hour Cost function.

Annlication of Functional Cost Allocation Factors

These three factors allocate costs to the Base Cost function and the Extra Capacity

Cost - Maximum Day and/or Maximum Hour functions. In addition to these three factors,

several other functional cost allocation factors are utilized in the cost of service analysis. A

number of these additional factors allocate costs only to one specific cost function - either

Base Cost, Extra Capacity Cost - Maximum Hour, Customer Cost - Commercial, Customer

Cost - Meters or Customer Cost - Services. An additional factor is used to allocate purchase



Docket No. 2018-0388
Exhibit KWSC-T-106

Cost of Service Study, Water

power costs to the base, maximum day and maximum hour functions in order to recognizeYHteess: stout

significant demand element in purchase power costs.

A supporting schedule to the cost of service analysis sets forth the description of the

functional cost allocation factors and their application to the various revenue requirements is

attached to this report and identified as Schedule No. 1, Pages 7 to 12,

Water Consumption AnalLs is

In order to develop the vafious factors needed to allocate functional costs to the

customer groups and to allow for detailed rate design, a summary of customer group water

usage by meter size and consumption level is required. Such a summary is known as a billing

analysis or bill frequency distribution and contains billing and consumption data for an entire

twelve-month period to account for the effects of any seasonal variation in consumption

patterns. The water use data for the Test Year twelve months ended December 37,2019 are

as follows:

Customer Group

Residential

Non-Residential

Irrigation

Total

Water Use

1.000 Gallons

179,159

23,389

8.975

211,253

This information was provided by the Company and was utilized in the development

of the customer group allocation factors. The application of these factors and the cost of

service allocation for the water system are discussed in the following section.

Cost of Service Allocation

The Company's total cost of service is synonymous with its total annual revenue

requirement. As developed herein this is the amount needed from all customers, in total, to

permit the Company to meet all annual operating requirements. A cost of service allocation

study allocates the total cost of service, that is, the revenue requirement among groups or

classes of customers in accordance with recognized principles and generally accepted

procedures in order to obtain an indication of the relative cost responsibilities of each such
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class of customers. A cost of service allocation is one of a number of factors that may'tt€ess: stout

considered in designing the rates and charges that produce the required revenues.

The allocation of the cost of service of the water system of the Company to the

customer classifications of residential, non-residential, and irrigation is set forth in Schedule

2 of this report.

The development of the factors used in the allocation of the functional costs to the

customer groups is set forth on Schedule l. Schedule 2 illustrates the estimated consumption

as well as the non-coincident maximum day and maximum hour usage by customer group.

The consumption data is based on the consumption levels discussed previously. Maximum

daily and maximum hourly totals for customer groups are based"on the application of customer

group demand factors to the average consumption. These demand factors are conservative

estimates based on a review of the system characteristics coupled with available information,

experience of other studies, and professional judgement.

We performed a review of water use of the residential and non-residential classes.

Based upon this analysis and our extensive experience in performing water load analysis and

fully allocated cost of service studies, we have selected the following maximum day and

maximum hour class allocation factors:

The maximum day and the maximum hour demands experienced by a water utility

system are a result of the interaction of the individual demands of the individual demands of

each customer using the system atthat time. The total of the estimated demands represents

the non-coincident demand. That is, due to diversity between groups, the sum of the

individual customer group's coincidental peak requirements are non-coincident to the system.

The estimated demand factors used in these studies are considered reasonable for cost

allocation purposes.

2.00 3.00Residential

3.50Non-Residential 1.90

3.001.90lrrigation
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Schedule 2 sets forth a description of the allocation codes which designate the gro$t$"ss:stout

of percentage which are utilized to allocate the amount of a given cost element to the customer

groups or classes.

Accordingly, the Company's proposed and filed 20 I 9 annual revenue requirement was

allocated to each customer class. The comparison of revenues at present rates, cost of service

allocated revenue requirement and 2019 proposed rate design revenues by customer class is

shown on Schedule 3. The results show that revenues by class from proposed rates compared

with cost of service allocated revenues for all customer classes match very closely and there

is no need for consideration ofrate re-design based on cross-subsidization considerations.

Rate Desisn

Seldom, if ever, are rates exactly in line with the cost of service indications at any

given time, nor is it usually possible to design rate structures which are in complete exact

agreement with all aspects of a cost of service allocation study. Generally, minor differences

will existjust as a matter of normal circumstances. Cost of service allocations are the products

of analyses based in part on judgement and experience, and their results provide a substantial

guide in the design of rates. Actual rate design, in addition to relying on the results of cost of

service analyses, should also include consideration of policy matters, actual budget

procedures, impact of rate changes, future planning, special customer characteristics, and

judicial regulatory, and contract requirements. Management has the responsibility of adopting

a proposed schedule ofrates that are fair,just and reasonable.

As stated above, the revenue levels generated by customer class are very close and

well-conform with the cost of service-based allocation of revenues.

Conclusion

The studies discussed in this report have considered the Company's filed revenue

requirement for Test Year 2019 and have used this requirement as the basis for developing a

proposed schedule of rates and charges. The studies and recommendations set forth herein

provide useful guides for the development of a system of equitable rates and charges. The

rates as designed generate revenue from each class are a fraction ofa percent different from

the cost of service study.
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Allocation
code Description

Kona Wrter Seruice CompNny, lnc. Watsr Opsntlona

Summary of Functional Cost Allocation Factors

Bas6 Cost
E)dra Cap
Max Oay

Schedule 1

Page 1 of13

Extra Cap
lllax Hour

Cstomer
Meters

Customgr
SerMcas

Check
Total

20

21

22

24

27

29

38

41

44

45

46

47

48

Base Cost

Base/Exc"MaxDay

Base/ExC-l\4axHour

Meters

Seruices

Dopr6ciated Plant

Total Plant in Servica

Total Rate Base

T&D Operatlon

T&D Mairienance

Pumping

Purchased Power

T&D Mains

Distributlon Storage

Total O&M Elpense

Admln. & Gen'l Epense

Labor B6n6lits

Svstem Factors:

Mu Oay - Awrage Day

Max Flour - AwragE Hour

T&D lvlains

'100.00 70

62.89 o/o

0.00 0/6

0.00 %

94.27 r/o

94.72 Vo

90.72 0/o

32.36 0h

32.36 lo

32,36 0/6

85.00 %

32.36 0h

10.00 %

75.51 o/o

48.67 o/o

72.61 o/o

'159 %

300 o/o

309 %

0.00 o/o

37.11 Vo

0.00 0/o

0.00 7o

0.00 o/o

5.38 %

5.O1 o/o

8.53 o/o

'19.09 0/o

'19.09 o/o

19.09 %

10.00 %

19.09 %o

15.00 o/o

16.30 %

28,72 lo

23.14.h

Base
62.89 0h

0.00 %

0.00 o/o

66.67 7o

0.00 %

0.00 %

0.00 %

0.00 o/o

0.16 %

48.55 0/o

48.55 0/o

48.55 %

5.00 Yo

48.55 %

75.00 7o

6.00 o/o

8.63 %

4.25 o/o

0.00 7o

0.00 o/o

o.QO 0/o

100.00 %

0.00 %

0.00 %

0.00 7o

0.00 %

O.00 o/o

0.00 0/o

0.00 %

0.00 0/6

0.00 %

0.00 7o

0.00 %

0.00 0/o

0.00 %

66.67 Vo

48.55 %

0.00

0.00

0.00

0.00

'100.00

0.36

o.27

0.60

0.00

0.00

0.00

0.00

0.00

0.00

2,19

'13.98

0.00

100.00 %

100.00 o/o

100.00 70

100.00 %

'100.00 %

100.00 o/o

100.00 7o

100.01 %

100.00 %

100.00 %

100.00 %

100.00 0/6

't00.00 %

100.00 %

100.00 0/6

100.00 o/o

100.00 7o

o/o

Vo

%

o/o

o/o

%

alo

oh

vo

lo

oh

o/o

Vo

o/o

o/o

vo

alo

Max Day l\4ax Flour
37.11 0h

33.33 7o

32.36 0h 19.09 %
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M D.scrlntlon Tolsl lnbetmdl{

Et'rlblt KWSC
Wslet 7.2

Pro Forma Utlllty Plant h ssNlce

6
6
7
I
s
10
11

12
13
14
15
16
17
18
lo

lntangible
Land and land rlghts
Structureg and lmprowments
Pumplng Equlpm€nt
Troatmenl Equlpment
Traromisslon & olstrlbutlon Planl
R6seruolrs

Wolls
Oflice Furniluro and Equlpmert
TranEportatlon
Tools and Laboratory Equipment
Goneral Plant

Assel Rollrem€rrt obllgstlon
Hawail Walel GO Allocatlon
Blg lsland Allocation

s 51,245 $ 51,245 $ 20
33
21
20
20
20
20
21
21

21

21
47
20

20
33
21
20
20

20
21
21

25
21
20
20
20

2.766,337
3,881,871

509,489
't1,211,783

2,731,347
803

6,546
174,915
57,790

1,733,460
3.881,871

509,489
11,211,783
2,731,347

505
4,1'16

110,007

1,022,877

298
2,429

64,9'13
67,790

47,417
358,607

47,417
358,607

%

E tibit KWsc
Wat6r 7.4

Pro Foma Dspreclatlon Rsa€rue

lntanglble
Land end land rights
struclure8 and lmprowments
Pumplng Equlpmont

Treatmont Equlpmont

Transmisslon & Dlgtrlbutlon Plant

Rossmlrg
Wells
offloe Furnlturo 8nd Equlpmert
TrSnsportalion
Tools and Laboralory Equlpment
Genoral Plar{
Global Settiement
Hawall Water GO Allocatlon
Big lsland Allocstion

Tolal Pro Forma Dopr. Resere

Total Dopreclatlon Rosere %

(7,049)

(763,186)
(2,321,343)

(148,165)

(3,398,098)
(80s,203)

(66)
(6,546)

(1 30,1 18)

(e,110)

(29,25s)
(108,711)

$ . (7,725,828\

100.00 %

(7,049) $

(479,968)
(2,32',1,343\

(148,'t 65)
(3,390,098)

(808,203)
(36)

(4,116)
(81,831)

(29,255)
(108,711)

$ (7,386,764)

96.56 %

(283,218)

(21)
(2,4281

(48,287)

s (333,e54) I
4.32 o/o 0.00 % 0.00 %

(e, 10)

(e,110)

0.12 0

%
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CodeNo. De8criotion Totallnwstmod

bdrlbll KWSC
Waler 7.'15

t6

Rrto Bass Additiona

Working Capital
Cor{rucllon Work ln Progrss8

$ 210,919 $ 15S,265 S 34,380 $ 12,665 $ $ 4,619 46

EfiIbIt KWSC
Wator 7.8

Ratg Baao Deducllon8

cAC & CIAC Plarn:

5
6
7
I
I
10
'11

12
13
14
15

17

18
l9

lrnanglble
Lsnd and land rlsl',ts
SlruclureE and lmprowments
Pumplng Equlpmern
T16atmenl Equlpment
Transmlsslon & Dlslrlbullon Plsnt
Reseruoks
Wells
oflice Furrilturo snd Equlpmgril

Transportatlon
Tools and Laboratory Equlpment
con€ral Plant
Global Soltlemont
Hawsii Wator Go Allocatlon
Blg lsland Allocatlon

lntanglble
Land and land rlghts
Struclures and lmprowments
Pumplng Equlpmont

Treatmenl Equipmeri
TraFmisslon & Dlstrlb{iion Planl
Resemlrs
W€lls
Offic€ Furniture and Equlpment

Transporlatlon
Tools and Laboratory Equlpment

G€ner8l Plant
clobal Settlomenl
Hawsli Water GO Allocatlon
Big lsland Allocatlon

$

(6,544,080) (5,544,080)

$ 20

21

20
20
20
21
21
21
25
21
20
20
20

Elfilbit KWSC
Walor 7.9

6
6
7
8

10
11

14
15
16
'17

18
t9

$ 20
33
21
20
20
20
20
21

21
21
25
21
20
20
20

1,605,758 1,605,7s8
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45,764

Exhibit KWSC
Wator 7.10

Federal and State lncore Tax

ADIT Federal and state

Federal ADIT

lntangible
Land and l8M rights
Strrctures and I mprovements
Pumping Equipmenl
Treatrent Equipment
Trsnsmission & Distribulion Plant

Reserwirs
Wells
Offica Furniture and Equipmont

Transportation
Toois and Laboretory Equipm€nt

General Plant
Global Seltlement
Hawaii Waler GO Allocation
Big lsland Allocation

$ 7,049 $ 7,04e $5

6
7

I
I
l0
11

12

14

16
17
18

19

20

$ 20
33
21

20
20
20
20
21
21

21
20
20
20

1,548,237
1,574,159

136,8E3

3,691,748
1,597,156

112
6,546

156,727
45,759

41.707
268,412

973,686
1,574,159

136,883
3,691,748
1,597,156

71

4,116
98,565

41,707
268,412

574,551

42
2,429

58,161

Exhibil KVVSC
Wat€r 7.12

Slat€ ADIT

lntangible
Land and land righls
Strqctures and lmprowments
Pumping Equipm€nt
Treatrent Equipment
Transmission & Distribulion Plant

Reserrcirs
Wolls
Office Furnilure and Equipment

Transportation
Tools and Laboratory Equipment
ceneral Plant
Global Sotllement
Hawsii Wator GO Allocalion
Big lsland Allocation

20

2l
20
20
20
20
21

21

20
20
20

27

29

$5
6
7

8

10
11

12

13
14

17
18
19

20

21

$ 6,767 $ 6,767 $

't,486,307

1,511,192
131,407

3,544,078
1,53s,270

108
6,2A4

150,458
43,929

934,739
't.51 1,192

131,407
3,544,078
1,533,270

68
3,952

94,623

551,569

40
2.332

55,835
43,929

40,039
257,675

40,039
257,675

Exhibit KWSC
Water 7.14

Unamorlized Hawaii Genoral Ercise Tax Credit (287,05s) (271,8s8) (14,381) (774].

(333)
(2,610)

(985)
(21e)

(6,e47)

29

29

29

29
2S

Exhibit K\ /SC
Water 7

14
't5

Net Salwge Adjustment

True-up Adjustment
Makalei Committed Capacity
Other Committed Capacily

Total D6ductions

(123,445)
(966,710)
(364,848)

(81,109)

(1 16,927)
(91s.668)
(345,584)

(76,826)

(6,185)
(48,432)
(18,279\

(4,064)

(6,511,900) (6,376,014) (128,936)

(Porcenl Code 33)
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Kona W|tsr Seruice Company, lnc. Water Operatlons

Tesl Poriod Ending December 31,2019
Allocatlon of Pro Forma Oporalion and l\,lainionanco Expens€

E{ra Cap bdra Cap Cuslomor Customer

703oxx

Historic Oper|tions & Malntenrnce Expense

Pumping Tax6s

Pumping Taxos 41

7040xx

Purchased Water

Purchasod Wator 43

7262XX

Purchasing Pow6r

Purchased Powgr $ 1.402.846 $ 1. 192,419 $ 140,28s S 70,142 $

701001
701000
702000
702010
703002
703010
703020
703030

Source of Supply Op6ralions Epense

Source of Supply Wag6s
Supervislon & Engineering

Operation Epense
Contract Seryices - Engineering

Miscollanoous - Other
Allocation ot Payroll
Allocation of Transportation
Allocatlon of l\4iscollanoous Entries

$ 43,200 $ 43.200 $ $ 20
20
20
20
20
20
20
20

271

142

706001
706000
707000
708000
709000
71 1 000
712000

sourco of supply Mainlenance Expense

source of Supply [raintenancg Wages
superyision & Engineering

structur$ & lmprowments
Coll & lmpound Res€rwirs
Lake, River, Other ldako
Wolls
Supply Malns

$ 32,2s1

2,713 2,713

20
20
20
20
20
20
20

741001
741000
742000
742001
742002
742003
742004
742005
742006
743000
744000
745000
745010
745020
745030

11,353

254

600
3,365

71,630

140
794
162

253

Water Tr€atmeri and Water Quality Oper. Exp.

Water Treatment Waoos
Superlision & Englneerjng

operation Labor & E4onse
Sampling at Wells
lrcrganic Laboratory E)eense
organic Laboratory E\pense
Bact€rial Laboratory E)eenso
Laboratory Administrslion Elpenso
Outside Lab Fe6s
Miscellaneous
Chomlcal & Fitor l\4ato.ial

Wator Trmt Allocation ln/Out
Allocation of Payroll
Atlocation of Transportation
Allocation of Miscellaneous Eniries

$ 67,447 O 42,417 $ 25,029 $
21
21

21

21

21

21

21

21
21
21

21

21

21

4,213
468

7,

402

954
5,350

1 13,898

354
1,985

42,267

149

Tolal
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746001
746000
747009
748000
748003

Wat6r Tr.Etm6nt and Wal6r Quality Mainl. Exp.

Wat€r Trogh€nt Maantenanc€ Wagss
Supsrvisjon & Engino6ring
Slructur€B & lmprovomonl
W.l6r Tr.alm6nt Equipm€nt
Baclerial Laboratory Equipmont

63,190
417

39,740
262

$ 23,450 $

1,359

155
21
21
21
21
21

3.661 2,302

7461 11

746100
746110
746200
746300
7464A0
746500
746600
746610
746620
7 46700
746800
746900
746000

751001
751000
752000
753100
753200
753201
753300
753301
754100
754200
755000
756000
75601 0
756020
756030

Trorh€nt snd Disposal

Troalmont & DisposalWsgos
Sup€fvision & En0ine6rino

$ 7.429 S 4,672
,_*

74

1ou

-

417
2,757

155
21

21
21
21
21
21

21
21
21
21
21
21

21
21

21
21
21
21
21
21

Matoria13 & Supplios
Cont.ctual Svcs - Engin.€rinq
Cont.ctual Svc€ - T€sling
Codractual Svcs - Othor

Trampodation Erp.n36
MiGo6llan60us Exp€ns6
Trd & Oisp Allocation ldod

it,
1,122

43
416

Wat6r T..rtm€nt and Oispossl Maint. Exp

766101
766100
766500
766610
766900

Troatmsnt and Disposal Maintonance Wag€3
Maint6nrnc6 Exp6ns6
Malsria16 & SupplieE
Contraotual Svo - T6Bling
Mi3call.neous Exp€nso

21
21
21
21
21

21
21
21
21

21
21
21

Reclaamod Waler Tr..lm6nt

7 471 11

7 47100
747110
7472AO
747500
747610
747620
7 47700
7 47AOO

7 47900

Reclaimod Wat6r Trochent Wagos
Suporvi3ion & Engin..rins
Op6relions Expons€

Malorials & Supplie6
Contactual Svca - To8ting
Cod.sctual Svcs - Olho.

Tran3poilation Exp€n3e
Mi3c€lla^6ous Epsns6

357 $ 224 $ 132 $ $ 21
21
21
21
21
21
21
21
21
21

Rsolaim6d Watsr Tr..lmont Meint-

767101
767100
767000
767900

R6clainod Walor Trmd Mainl WaooB
Maint6nanc€ Expsnso
Matorial3 & SupplioB
Contactual Svc - T€sling

R€claim6d Waior Oistibdion

757101
757100
757110
757500
757600
757620
757700
757800
757000

Roclaamsd Wat€r Di3tb Wasss
Slp€rviBion & Enginos.ing
Op6r.tioN Exp€nss
Msl€rials a Suppli€g
Conkactual Svcs - Engineoring
Codractual Svos - Oth6r

Transpodation Exp€nso
Rdclaimed Wal€r Di6t Allooation ldod

$

768101
768100
768500

R€claim€d Water Dislrb Mainl Wag63
M.intenancs Expons€

274

13,252
417

11
(e)

473
7

77

iro

,a.ooo

175 $ 103 $

Transmission and Diskibdion - OPerslion Exp

Wai€r Tro.tmont Wegos
Sup6ryision & Engan!€ring

Trans & DiBlrib Linos
Sampling ln Syst€m
CroBs conn6ction Cootol
Cross Conn€ction Contol Wsges
Tum Ons and Turn Off6
Oth€r Mot6r Expens€3
Cuslom€r lnslallalion 6xp

Allocalaon ol Payroll
Allocarion of Transpodation
Allocrtion of Misc6llan€ous Enti€3

4,244
135

(3)
153

2
73
25

6,434
203

5
(4)

229
3

109
38

2,530
80

2

t2)
90

1

43
t5

55

0.i.,

32

,.oto

Trens. & Oisl. - M.inlonance Exponse

6,333

294

T&Dop6..tionExpon3e
(Parcenl cod€ 37)

100 00 % 32.36 o/r 19-09 % 4A.55 % 000 06 0.00 %
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T&DOperalionExpense
(PErcont Cods 37)

Trans. & Dist. Maid. Wagos
Suporyision & Enginooring

Slructur€s & lmprowrents
Resorcirs & Tanks
Msins
Senicos
Melors
FVdrants

100.00 0/o

6,s12 '$

2,891

2,685

32,36 %

2,107 'g

19.09 0/o

1,24x 's 3,16i 'o

48.55 % 0.00 % o.00 0/.

758001
758000
759000
760000
761000
763000
764000
765000

's 44
44
44
44
44
44
44
44

431

204

936
10

869

82

552

5t3
39

209
1,404

15
'1,304

99

Total Trans. & Dist. - Maintenance Ercense $ 12.754 $ 4.127 $ 2.435 $ 6.192 $ $

Total T & D l\4aintenanF %
(Percenl Code 38)

100.00 % 32.36 o/o 19.09 o/o 48.55 Vo 0.00 % 0,00 %

13.080 7.716 $ 19,625

Tolal Trans. and Dist. O&M % 100.00 % 32.36 o/o 't9.09 0/o 48.55 '/o 0.00 % 0.00 o/o
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Kona Water Seruice Company, Inc. Water OperatlonE

No. DescriDtion Total Cost
Extra Cap Extra Cap Customer CustomgrAcct.

721001
721000
722000
723000
724000
725000
725010
725020
725030
726100

Hlstorlq Operations Expense (continued)

Pumping

Pumping Wages
Superuision & Engineering
Powo. Prod Exp
Fuel For Powor Productlon

Pumping Eponso
Miscallaneous
Allocatlon of Payroll
Allocatlon of Transportation
Allocation of [4iscellan€ous Eriries
Fuel For Pumping

11,012
810

3,563 '$ 2,102
155

12,134
6,655

3,927
2,153

,,atu
1,2-70

$ 5,s47 '$
393262

5.89'l

41
4l
41
41
41
41

41
41

41
41

41
41
41
41
41

729001
729000
730000
732000
733000

727101
727100
727110
727300
727310
727320
727900
728000

Pumping & Maintonarco Wages
Superyision & Englneering
Struclures & lmprowmonls
Pumping Equipment
Other Pumping Planl

Pumping for Wastewate.

Pumping for Wastewaler Wagos
Suporvision & Engineering
Oporations ESensos
Fual For Powor Production
Contractual Svcs - Tesling
Equipment Rental
lvliscellaneous

Pumping tor Wastewaler Allocation lrVOut

$ 12,30s $ 3.982 $ 2.349 $ 5,974 $ $

741 149
1,053

379
5.514

1,563 $

1,784

506 $ 298 $

2,677

$ 41
41
41
41
41
41
41
41

759 $

728101
72B100
728500
728610
728900

1,943

45

6

943 $

22

Pumping tor Wastewater Wages
Maintenanco Expense

Materlals & Suppllos
Contractual Svc - Testlnq

Miscollaneous Erpenseo

$ 629 $ 37',t S 41
41
41

41

41

$

2

704'101
704100
704110
704120
704900

collgction

Collection Wages
Superyision & Enginoering

operations Eponse
chemicals
Miscelleneous bpenses

$ 289 $ 94t_UU$

127

140 $ 41
41
41
41
411837

62

collociion Maint.

713101
71 3100
713000
713900

collection Maint wages
Maint6nance Expense

Mat€rials & supplies
Miscellan6ous Epense

403
147
130

86
77

1

41
41
41
41

220
196

3

279
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771001
't71000

772000
773000
773100
773201
773202
773300
773400
773401
773402
773403
774100
774200
774201
774202
774203
774204
774300
774400
774500
77 4501
774600
775000
776000
776010
776020
776030

17,209

170

Cuslom6rAc@unt E)ponsos

Customer Accounis Wages
Superyjsion
Melor Roading
Laboratory Misc
Office Salaries
collocting Expens€
Collection Agoncy Foes
Postage
Cust. Records - Supplies & Exp

Cust. Records - Equip. Rontals
cust. Rocords - Equip. Maini.
cusl. Rocords - Soflware Maint.
Other Siationery & Print
T€lephone
Telephono - Genoral
Telephono - Cellular
Tolephono - Telemeter
Tel€phone - Leased Lines
Olher Lililities & Janitor
Flat Rat6 lnspoctions
Cons6ruation Exp6nso

Conseryation Wages
Leak Adjustm€nt Exponso
Uncollectiblo Accounls
Cust A@t Allocetion lrtout
Allocation of Payroll
Allocation of Transportation
Allocation of Miscallaneous Entri6s

$ $ 17,209

170

25

25
25

25
25

25
25
25

25
25

25

25
25

818

619

8'18
2,494

:''

13
141

6.548

603
349

21

(417)

2,494

141
6,548
3,122

349
2l
83

(417)

subtotal, Operalion & lvlainlonan@
Wthout Power, Chemicals,
& Purchased Wator 227,3s7 $

100.00 %

1 10,649 $

48.67 %

65,289 $

28.72 0/o

31,773

13.98 0/o

19,625 $

8.63 0/o

6,928
12
37

148
428

16
2

15
1

14

18S
45

O.00 o/o

79100'1
791000
792100
792200
792300
792301
792302
792303
792304
792400
792500
792501
792502
792505
792600
792601
792602
792603
792604
792605
792606
792700

Subtotal O&M %
(Percent Code 47)

Office Exponse

Administralive & General Wagog
Admin & Gon Salary
Employees Dues

Poslage
Telephone
Telephone - General
Tol€phone - Cellular
Tel€phon€ - Answering Seryico
Tel€phon6 - loasing Lines
Stationery and Printing

Offico Supplies & Expense

Offic€ Supplies
Tomporary Labor
Bank Fees
Travel & lncidontal Ep
Travel - lreals
Meals at CWS
Training & Sominars
conferenceg
lnt€ral Projocts
Comunity Soruic€
c.o. Building Elpenso

80,278
134
429

1,710
4,962

187
28

'161

10

165

2,188
517

23,056
38

123
491

1,425
54

8

47
3

47

14S

1,217

1,656

28

523
37

47
47

47
47
47
47
47
47
47

4'l
47
47

47

47
47

47
47
47
47
47
47

47

11,223
19

239
694

26
4

I

306
72

592
806
321

14
255

19

1

320

497
198

157
11

1

197
2

656

39,071
65

209
832

2,415
9l
14

78
5

80
1,065

252

2,063
2,4o5
1,1 16

48
887

$

4,238
5,764
t taL

99

1,822
130

7

2,285 1,112
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793000
794100
794200
794300
794400

lnlurles and Damages

Property lnsurance
Compensatlon lnsurance
Occupational Slck Leave
Safety Training
Liability lnsu.ance

',',,,l t u

10.352

8,0-72

7.517

2,5-73

2.395

$ 4A

48
48
48
48

4,73

440

7951 01

795102
79510s
795104
795200
795201
795260
795300
795309
795400
795501

795502
795504
7S5099
795600
907100
908000

Empl Pension & Benefits

Savings Plan
Rotirement Fund Expense
Oth6r B€nefits
Trasop E)ponsos
Group lnsuance
Retiree Group Heal & Lif6 ln8

PBOP Amortization
Employees Welfaro Admin
Employeos Wolfaro Admin lransferred lry'Out

Company Sponsorod Benefits - Allocation lrtorn
off-Duty Tims - Sick Leaw
Disability Benefits - Recd
Disabillty Benefits - Employor
Off Duty Tlme - Allocalions lr/Out
Ofi Duty Tlme - All Other
Vacalion
Floating l-loliday

'1 16,746

120,677

65,402

84,760 27,025 4,961

48
4a
48
48

48
48
48
48
48
48
48
48
48
48
48
4A
48

$

87,623

142

o,.iuu

27,9-25

45

t u,,1 ao

5,129

8

,,ruo

797000
798100
798200
798201
798202
754203

Outsido SeMces Employed

Rogulatory commission Eponso
Legal Epense
Other Odside Sedices
Training Consultant9

Auditors & Accounlants
Engineering Consullants

52,750
2,744
9,025

38,302
1,992
6,553

$ 12.206 $ 2,242
117
384

635
2,088

48
48
48
48
48
48

796000
797001
799100
799200
799300
799400
799500
799501
795502
799503
799600
799700
799710
799720
799730

Misc Genoral Expgnses

Franchise Requirements
PLJC Reimbursement Foes
company Ouos
I nslitUtionai Adwrtising
Fee Of Fiscal Agents
General Corporalo Expense
l\4iscellaneous G€neral Ep
[4oving Cost-Employee
Merger Relatod Expenses
Charitable contributions
Accrued Payroll Di6trib
G&A Allocalion lr/Out
Allocation of Payroll
Allocation of Transportation
Allocatlon of [riscellanoous Er{ries

1,469
98

't2,098

3,388
5,888
't,649

$ 47
47
47
47
47
47
47
47
47
47
47
47
47
47
47

4A

10

.691
474292

422
2B

3,474
973

127

1,044

205
14

805100
805200
805300
805410
805420
805430

General Slrwt & lmprov
Gon6ral Equipment
Accrued Payroll Distribution
Allocation of Payroll
Allocation of Transportation
Allocation of Miscellaneous Entries

2,823
3,418

1,374
1,664

811
982

394
477

244
295

$ 47
47
47
47
47
47

811oXX

Reri

Rent Expense 23,333 $ 11,356 $ 6,701 $ 2.014 $ $ 3.262 47

1

Total Pro Forma o&M Erpenso o/o

(Percori Code 46)

100.00 7o 75.51 0,/o 16.30 o/o 6.00 o/o 0.00 % 2.19 o/o

Total Labor EIQ€nse o/o 100.00 o/o 72.61 0/o 23.14 o/o 4.25'/o 0.00 % o.oo ok
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Cuslomer CustomorAcct. E)dra Cap E{ra Cap
Totel CoslM

Et'ribil KWSC
Wat6r 7.6

Pro Formc oepreciation Expense

103030
103061
1031 1 0
103210
103310
103240
103241

103320
103434
'103435
'103164

103460
103480
103420
103421
103150
103720
103721
103730
103740
103750
103770
103780
103790
103e25

Eldibit KWSC
Water 7.4

Elhibit KWsc
Water 7.4

E$ibit KWsc
Waler 7.4

ln[angiblos
Lend

Slructures & lmprowment - Supply Plad
Structures & lmprowment - Pumplng Planl

Structur6s & lmprowmenl - Trgalmenl Plant

Pumping Equipment

system Control Compder Equipmeri
Water Treatment Plant
Transmission & Oistribution lvlains

Ductile lron Pipa
Supply Mains
M€t€rs & Meter Boxes
l-tydrants
Reseryolrs & Tanks
Tank Paintlng

Wolls
Offico Furn & Equlp

E16ctronic Equipment/Computers
Transportation Equlpment

Store Equipmont
Laboratory Equipment
Powor Oporatod Equipmenl

Tools, Shop, Garage Equipmont

General Plant
Assot Retiremont Obllgation

Globel Settlemsrt

Hawaii Wator Go Allocalion

BIg lsland Allocatlon

lrianglble
Land and land rights
Structures and lmprowments
Pumplng Equipmonl
Tr€atment Equipmont

T.ansmisslon & Distribulion Plant

Reseryoirs
Wells
offlce Furniture and Equipmonl
Transportation
Tools and Laboratory Equipmont

General Plant

clobal Settlement
Hawaii Wator GO Allocation
Big lsland Allocation

6,401 $ 6,40'1 $ 20
20
20
20
20
20
20
20
20
21
21
24
21
21

2'l
21
21
21
21
21
21

21
47

20

47

47

3,087
46

81.550
158,764

8,000
10,884
58,955

123,493
548
s74
688

76,213

3,087
46

8'1,550
158,764

8,000
10,884
58,955
77.665

345
45,828

203
s74

43e
47,930

255
28,283

14

6, t62
'1,309

191

1,1 13

(89,260) (8e,260)

823
120

700

486
71

413

't,780

25,338

866

12,332

511

7,277

154

2,187

249

3,542

Ehibil Kwsc
Water 7.9

5

7
8

10
11

12

14
't5

16
17
1B

20

20
20
20
20
21
21
21

21
20
20
20

Dopreciation Elp. o/o 100.00 o/o 80.53 o/o 17.98 Vo 0.49 o/o 0.20 o/o 0.80 o/o
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Kona Water S9rylce Company, lnc. Wal€r Operatlons

Test Period Ending December 31,2019
Allocatlon of Pro Forma Rev€nue Requlrement

Schedule I
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Exra C8p Exra Cap Customdt Custam€r
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Totsl Cosl Baso Cosl

E*tibit KWSC
Water 8,21

2,425,337

476,258

254,212

101,687

Pro Forma Revenus Requlrement

operalion & Mairt€nsnce Exponsos

Depeclation & Amortiation Eponses

Taxos Other Than lncome Taxes

Pubco Allocallon lry'oui

State lncomg Taxas

Fideral lncome Tares

Lltility Op€ratlng lncome

1,834,170

383,530

230,621

92,238

396,049

85,622

21,684

8,678

146,800

2,341

407

167

53,318

3,791

1,526

614

874

799998

33

Effbit Water
KWSC 8.22

Efilbit Water
KWSC 8.22

E$tbit KWsc
Water 6

2A

10,030

129,615

580,249

60 33

778 33

$ 3,481 33

9,099

117,587

526,402

856

1 1,056

49,495

16

207

928

Total Rewnu€ Rgquiremgnl %

Olher Revonues

100.00 % 80.21 0h

(1)

14.40 o/o 3.76 0/o o.o2 % 1.61 0h
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Kona wator Sol.lc€ Company, lnc. Water Opsratlons

Test Period Ending December 31, 2019
Oevslopmgnt of Labor Allocator
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Cost of Service S. tudy, Water

Schedule 1

Page 13 of 13

Extra Cap
MrY Dav

Extra Cap Custom6r
M616rs

Cuslomer
SeruicosMex HourTotal Cost Basg

Labor Expens€s

Supply

Wat€r-Tr6atm€nt

T&D Operalion

T&D Maint€nano€

Subtotal Abovo

Cod€ 48

Borefits Labor

Total Labor

Perc€nla

75,431

130,636

13,252

6,512

226,830

100.00 %

76,431 $

82,157

4,288

2,'lo7

163,983

72.61 Vo

48,479

2,530

1,243

52,252

23.14 o/o

6,434

3,161

9,595

4.28 o/o

$

Q a/o 0,00 %

225,830

100.00 7o

52,2s2

23.'14 o/o

9,595

4.25 o/o

163,983

72.61 
'to

Q o/o 0.00 %
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Kona Water Service Company, lnc. Water Operations

Summary of Water Customer Class Allocation Factors

Allocation
Code

60

61

62

64

65

Description

Base Cost

Maximum Day

Maximum Hour

Meters

Services

Total

Base Cost $ 3,193,646

Maximum Day 573,440

Maximum Hour 149,866

Meters 974

Services 63,567

Total $ 3,981,493

100.01 %

Residential Non-Residential

84.70 Yo 11.06 Yo

85.84 o/o 10.14 %

79.20 % 16.45 o/o

63.63 % 35.88 %

79,89 % 19.30 %

lrrigation

4.24 %

4.02 o/o

4.35 0h

0.49 o/o

0.8'1 %

Check
Total

100.00 %

100.00 %

100.00 %

100.00 %

100.00 %

Kona Water Service Gompany, lnc. Water Operations

Customer Class Allocation
Water Pro Forma Net Revenue Requirement

Residential Non-Residential lrrigation

$ 2,705,0'19 $ 353,217 $ 135,410

492,240 58,147 23,052

118,694 24,653 6,519

620 349 5

50,784 12,269 515

$ 3,367,357 $ 448,635 $ 165,501

84.58 % 11.27 % 4.16 o/o

Allocation
Code

60

61

62

64

65
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Kona Wator Sorvicq Company, lno. Wator Oporationg

Water Customer Class Allomtion Factors

Annual Consumption
(1) (2) (3)

Maximum Day Maximum Hour

(8) (e) (10) (11)

% of Amount Excess

AvDav MGD (9)-(5) olo

Customgrcosts Moters Seruices

(12\ (13) (14) (15) (16) (17)

Equiv Equiv

Customer Class

Thousand

Gallons MGD

(4) (5) (6) (7)

% of Amount Excess
AvDev MGD f5)-a2l oho/" Bills llnits ok tlnlts o

Residential

Non-Rssidential

lrrigation

Grand Total

179,159 0.49'1

23,389 0.064

8,975 0.025

84.70

1 1.06

4.24

200

190

190

580

0.982

0.122

0.048

0.491

0.058

0.023

85.84

10.14

4.02

1.473
0.224

0.075

0.49'l

0.102

0.027

79.20

16.45

4.35

2,640 88.00

312 10.40

48 1.60

1.772 0.620 100.00 3,000 100.00

oz

516.0

291.0

4.0

63.63

35.88

0.49

394.0 79.89

95,2 19.30

4.0 0.81

81'1 100.00 493.2 100,00

64 65

300

350

300

211,523

Allocation Cods

0.580 100.00 1.152 0.572 100.00

6t60
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Kona Water Service Gompany, lnc. Water Operations

Development of Equivalent Water Meters and Equivalent Services

Residential

5/8"
1"

2"

Total

Meter Number Eq. Meter
Size of Meters Ratio

220

Non-Residential

Meter Number Eq. Meter
Size of Meters Ratio

74 1.0

132 2.5
14 8.0

74.0
330.0
112.0

1.0
2.0
4.0

74.Q

264.0
56.0

Equiv.
Meters

516.0

Equiv.
Meters

1.0
20.0
35.0
40.0
15.0
50.0
50.0
80.0

291.0

Equiv.
Meters

8'11

Eq. Svc
Ratio

Eq. Svc
Ratio

Eq. Svc
Ratio

Equiv.
Services

Number
of Bills

8BB

1,584
168

394.0 2,640

5/8"
1"

1.5"
2"
3"
4"
o
8"

Total

1.00
2.5
5.0
8.0

15.0
25.0
50.0
80.0

Number Eq. Meter
of Meters Ratio

7.0
2.0
2.7
4.0
4.0
5.3
8.0

10.7

12

96
B4

60
12

24
12
12

1

8

7

5

1

2

1

1

26

Equiv.
Services

7.0
16.0
18.9
20.0

4.0
10.6
8.0

10.7

Equiv.
Services

4.0

4

95.2 312

Number
of Bills

Number
of Bills

48

48

lrrioation

Meter
Size

5/8"

Total

Grand
Totals

4 1.0 4.0 1.0

44

250 493 3,000
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At Proposed Rates PercentClass

Residential

Non-Residential

lrrigation

Total Customer Class
Revenue

Other Revenue

Total Customer Class
Revenue

Test Year
Revenue Present

Rates

3,028,338

430,221

70,269

Percent

85.82o/o

12.190/o

1.990/o

lndicated Cost of
Service Revenues

3,367,251

448,635

1 65,50 1

Percont

84.570/o

11.27o/o

4.16%

3,403,254

496,1 66

81,967

85.48o/o

12.464/0

2.060/o

3,528,828

0

3,981,387

0.00% 0 0.00%

3,528,828 100.00% 3,981,387 100.00%

3,981,387

0 0.00%

3,981 ,387 100.00%
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2019 TEST YEAR
COST OF SERVICE STUDY

KONA WATER SERVICE COMPANY,INC.
WASTEWATER OPERATIONS

INTRODUCTION

This report sets forth the procedures, findings, and results of a cost of service allocation

study for the Kona Water Service Company, Inc. - Wastewater Operations ("Company" or

"Wastewater Operations"). The cost of service allocation study developed herein is based on the

financial and operating parameters developed by the Company for use in a rate filing.

A discussion of the rationale employed for cost of service allocation studies, including a

description of the allocations, together with illustrative tables and a general discussion of rate

and tariff design follows.

GENERAL

The total cost of service is a utility's revenue requirement. This amount is determined by

establishing the revenues needed from all customers, in total, to permit the utility to recover its

expenses and taxes and to produce a fair return on its rate base. The determination of the

Company's revenue requirement involves the issues pertaining to revenues, expenses, taxes, rate

ofreturn and rate base that are typically raised in a rate proceeding.

A sewer system cost of service allocation study provides the cost information necessary

to develop appropriate fixed (or customer) charges and volumetric usage charges. A cost of

service allocation study is one of a number of factors that may be considered in developing a

schedule of rates and charges that will produce the required revenues if actual sewer flows are

equal to estimated test year flows. We have allocated the annual revenue requirement based on a

cost-causative basis using wastewater flows. Wastewater flows are usually calculated on the

basis of estimated daily flows by customer and class using metered water use data obtained from

the Company. Metered water use data provides an accurate basis for the cost allocations and the
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customer tariff rate designs. Using metered water used by customer class, the Company \Mtness: stout

develops sewer flows for billing. Using that information, we have accurately allocated the costs

to customers based upon the level of service provided. Having metered water use data and

basing the cost allocations on that data is a benefit to both the customers and the utility.

The method employed in wastewater cost allocation studies is the classification of the

system's total annual revenue requirements according to cost-causative operations performed by

the wastewater collection and treatment facilities. Costs are categorized to be flow or volume-

related, BOD related, suspended solids-related or customer-related. Costs related to the

collection system are segregated and treated separately in the allocation process. In this study,

the cost allocation process is based upon an adaptation of an allocation methodology originally

developed for use in water utility cost allocation studies. Costs are identified and allocated to the

functional cost categories of flow, demand, customer accounting, and customer facilities costs,

then such functionalized costs are allocated to customer classes. An explanation will follow

below in this report regarding the other cost-causative elements normally considered in the

allocation process.

COSTS

Flow costs include those costs which vary with the amount of wastewater collected in the

sewerage system. These costs include power and fuel for pumping and other collecting,

pumping, transmission and treatment expenses under average sewage flow conditions.

Demand costs include those costs related to the facilities which meet the peak rates of

use, or demands, placed on the sewerage system by the users of the service. These costs include

capital costs for plant facilities designed to meet peak requirements and the related operation and

maintenance expenses under flow conditions greater than average'

Customer costs include those costs associated with connecting and serving customers

independent of the volume of sewage contributed or the demand requirements imposed upon the
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system. Customer costs have been subdivided into customer accounting costs and customer wtness:stout

facilities costs. Customer accounting costs include the commercial operations related to billing

and collecting activities while customer facilities costs include capital and operating costs related

to service connections.

The costs of the sewerage utility are assigned to the various functional cost categories

through the use of allocation factors which are developed for each item of capital investment,

operating expense, taxes, and other items. Certain costs, such as power and fuel for pumping, are

assigned entirely to the flow cost function. Other costs, such as the commercial expenses related

to billing and collecting, are assigned directly to the customer accounting function. Many cost

elements, however, are not specifically related to a single cost function and are therefore

allocated on the basis of other relevant factors. For example, collecting system operation and

maintenance expenses are allocated to the flow cost function and the demand cost function on

the basis of the ratio of maximum to average flows.

A wastewater cost of service study should also consider other cost-causative factors such

as infiltration/inflow (I/I) volumes, strength of wastewater and the quantity of sludge produced

through the treatment process. The use of cost-causing factors in the allocation process should be

limited to those factors for which information is available or determined with reasonable effort.

In an effort to understand the wastewater system's dynamics, the authors of this report and study

visited the wastewater plants, pumping stations and toured the service territory.

We determined that I/I should not be assigned to a specific class of customers since no

determinations of I/I flows or studies have been performed. Therefore, I/I costs will be treated as

normal flows in the rate design process. It was also determined that no additional allocations

would be required to segregate costs associated with strength of wastewater or the quantity of

sludge. The customer base indicates that the wastewater flows would be described as domestic
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and would not contain flow characteristics requiring additional treatment processes or would witness: stout

result in abnormal quantities of sludge.

Finally, when summarized, the flow, the demando the customer accounting, and the

customer facilities costs define the total cost of service and provide guidelines for the

development of a schedule of rates and charges which allows for the recovery of the sewerage

system costs from the users ofthe service.

CUSTOMER COSTS

The next step in the allocation process is a distribution of the functional costs to the

customer classes. For the purpose of this study, the distribution of the annual revenue

requirements is based upon the total annual wastewater flows by customer class and maximum-

to-average daily demand by customer class. The volume related costs are allocated to the

customer classes in proportion to the total flow for the system. The demand related costs are

allocated based on maximum-to-average daily flows on the system by class. Customer service

and billing related costs are allocated based upon the customer units and billing requirements.

Wastewater flow data include average day flow by customer class and maximum day

flow systems. We use the monthly billed sewer flow data of the Wastewater Operations that

derived from metered water use data provided by Company's water utility, Kona Water Service

Company, Inc. - Water Operations. Since the water volumes from the reverse osmosis plant that

directly feeds the water volumes used by Kona water customers is 2l 1.523 million gallons and

the wastewater plant treated 20.355 million gallons in 2017 . That is, only 9 .6Yo of the water

volumes flowed through the wastewater plant whereas the typical level of US domestic

residential indoor uses of water is 4lo/o of total water consumption. There are a number of

causes for this difference. Many customers in the service area had been installing private wells

to reduce water cost and therefore such water use does not flow to the sewer system. This affect

both metered water and associated sewer volumes. Another is that the customers use
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extraordinary levels of potable water use for landscape irrigation and pools that will not flow ,f,vitness: 
stout

the wastewater plant. Also, most of the homes in the service area are not primary homes and

thersfore occupancy rates are very low - this mainly affects the peak relative to average usage.

Therefore, occupants create high levels of wastewater flow for short periods of time and the

remainder of the year they cause none so the average wastewater flow is very low.

The wastewater flows by class used to allocate rate class costs come from the billed

sewer flows from the Wastewater Operations that are based on metered water usage. The

maximum-to-average ratios for the residential and non-residential classes for allocating demand

related costs are driven by the maximum-to-average ratio for the wastewater plant derived from

actualplant data for 2016 (2017 was missing data),

Customer related costs have been treated separately in this study and include customer

billing, collection and customer service related expenses.

REVENUE REOUIREMENT

As previously discussed, the total cost of service is synonymous with a utility's revenue

requirement. The total revenue requirement for a sewerage utility should be sufficient to ensure

the provision of adequate sewerage service and to ensure the maintenance, development, and

perpetuation of the sewerage system. The principal components of the revenue requirement for

an investor-owned sewerage utility comprise operation and maintenance expenditures;

depreciation requirements; income and other taxes; and, operating income or return on

investment. Cost of service studies for investor-owned sewerage utilities reporting to a

regulatory authority are often prepared in conjunction with the processing of a rate relief

application and the concurrent development of a pro forma revenue requirement. This particular

study is based on a revenue requirement of $2,027,187 as developed by the Company within the

context ofthe current rate proceeding.
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This revenue requirement provides for the following expense categories:

Operating and Maintenance
Depreciation
Taxes Other Than Income Tax
Public Company Allocation
Income Taxes
Net Operating Income

$857,452
553,793
129,436
55,684
84,521

346.301

Total Revenue Requirement $2.027 "187

As subsequently discussed herein, this study results in the allocation of the $2,027,187

annual revenue requirement to the functional cost components. This functional cost allocation

then becomes an input in the development of a schedule of rates and charges for sewerage

service.

PLANT INVESTMENT/RATE BASE

The Company maintains its plant investment in fixed capital accounts by plant function.

Under this system, the original cost and the related depreciation reserve for utility plant in

service as of December 3 I , 20 1 t has been proj ected as follows:
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Intangible
Land and land rights
Structures and Improvements
Pumping Equipment
Treatment Equipment
Transmission & Distribution Plant
Source of Supply
Office Furniture and Equipment
Power Generation Equipment
Transportation
Tools and Laboratory Equipment
GeneralPlant
Hawaii Water GO Allocation
Big Island Allocation
Wastewater Administration

Total Utility Plant In Service

Functional Plant Account

Intangible
Land and land rights
Structures and Improvements

Pumping Equipment
Treatment Equipment
Transmission & Distribution Plant
Source of Supply
Office Furniture and Equipment
Power Generation Equipment
Transportation
Tools and Laboratory Equipment
GeneralPlant
Hawaii Water GO Allocation
Big Island Allocation
Wastewater Administration

Original Cost

$16,833,511

Depreciation
Reserve

$23,333
0

5,372,404
3,514,929

666,193
4,643,223

1,794,743
1,572

495,805

57,379
21,960
21,972
26,070

194,421
106

$2,334
0

2,062,218
1,370,633

38,238
1,227,933

815,611

614
77,668
39,062
2,763

6,024.50
16,080

58,627

89

Total Accumulated Depreciation Reserve s5,717,892

The combination of the original cost and the depreciation reserve results in the net utility

plant in service. This is an important input in the development of the net investment rate base
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which also includes contributions in aid of construction, deferred taxes from depreciation, exc$$ess: stout

reserve, and excess deferred tax liability.

The pro forma rate base used in this study may be summarized as follows

Original Cost Utility Plant in Service
Depreciation Reserve
Contributions in Aid of Construction
Deferred Taxes from Depreciation
General Excise Tax Credit
Working Capital
Net Salvage Adjustment
True-Up Adjustment

$16,833,511
(5,717,892)
(5,222,029)

(381,405)
(175,821)

76,095
(t09,425)
(673.347\

Total Pro Forma Rate Base $4,628,687

The rate base is allocated to the several functional cost categories in accordance with the

methodology previously described. The results of the rate base allocation are then subsequently

used to allocate investment related revenue requirement items such as income taxes and utility

operating income.

L COS

The allocation of the Company's cost of service to the previously defined functional cost

components is set forth on a series of three schedules contained in Schedule 1. Descriptions of

the individual schedules are given herein.

Schedule No. l, pages 1 to 4 presents the details, in tabular form, of the allocation of the

original cost of plant in service and rate base to the previously defined cost functions. Columns

(1) and (2) on Schedule No. I sets forth an account number and a description of the item being

allocated. The allocations to the several cost functions are shown in Columns (4) through (7),

while the right-most column, i.e. Column (8), indicates an allocation code for the specific

allocation factor used to assign each cost element to the cost functions. The allocations set forth

on Schedule No. I utilize the utility plant in service and depreciation reserve data that were
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previously summarized in a previous section of this report. The allocations to the cost functionWtness:stout

were made in accordance with the concepts which were previously described.

Schedule l, pages 5 to 7 is constructed in a format which is similar to that of the previous

pages. It sets forth the details of the allocation of the operation and maintenance expense, the

annual depreciation expense, the amortization expense, taxes other than income taxes, income

taxeso and utility operating income as adjusted and projected by the Company for the twelve

months ending December 31,2019. The data utilized on Schedule No. 1, pages 5 to 7 were

previously summarized in the Revenue Requirement discussion in this report.

The allocation codes mentioned above are simply reference characters which designate

groups of percentages that are used to allocate the total amount of any given cost element to the

several cost functions. Page 8 through l3 of Schedule No. I describe the codes and illustrate

their development.

COST OF SERVICE ALLOCATION RESULTS

The functional cost of service allocation results may be summarized as follows:

Cost Function Amount

Flow Costs
Demand Costs
Total Customer Costs - Commercial
Total Customer Costs - Service

s734,721
989,269
22,535

280,662

Total Revenue Requirement $2.027.187

The allocated costs by function are further allocated to each customer class in proportion to the

total flow for the system.

CUSTOMER COST OF SERVICE I,OCATION

The allocation to customer class or group employs the results from the functional

allocation of the annual revenue requirement$2,027,187 by flow, demand and commercial, and
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assigns those costs to the residential, multifamily, non-residential and public authority based witness: stout

upon cost causative factors. Schedule No. 2, pages I to 6 contains the results of those allocations.

The allocations to customer class employs four (4) allocation factors that are set forth and

described on Schedule No. 2, pages 2to 6.

Page 2 of Schedule No. 2 summarizes the allocation process to customer class as follows:

Residential Non-Residential

Flow
Demand
Commercial
Services

$492,116
880,747
20,910

238.085

9242,605
108,522

1,625
$42.577

$ I,631,858 $395,329

Schedule 2, page 4 shows the development and analysis of the estimated customer class

wastewater flows used to allocate flow related costs. The demand-related costs are allocated by

the customer class maximum-to-average day ratios that represent the relative peak demand

placed on the system by each customer class. These ratios for residential and non-residential

classes were obtained by reference to the wastewater plant ratio of 2.50.

REVENUES FROM PRESENT RATES

A comparison was made of revenues by customer class at present rates, cost of service

allocations of revenue requirement and the revenues at proposed rates. Present rates and

proposed rates generate the same proportions ofrevenues for each class as they based on

the same rate design. The relevant comparison is between revenues at present rates and cost of

service indicated revenues as forth on Schedule No. 3. The results show that there is somewhat

of a difference between the present revenues and what the cost of service study shows.

Residential revenue is 86 percent versus cost ofservice at 81 percent, and non-residential is 14

and 20 percent.
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Although non-residential could be assigned much more revenues by a pure cost of servY8Bess: 
stout

approach, we do not find a compelling reason to completely re-structure rate design at this time

to completely reflect the cost of service results. This is the first complete embedded and fully

allocated cost of service study ever done for the Company. Our additional reasoning is discussed

in the following section.

CONCLUSION

The studies discussed in this report have allocated the revenue requirement of the

Company to a series of functional cost classifications that were allocated to customer class. The

results of the studies discussed herein can provide reasonable guidelines to be utilized in

restructuring the Company's rates and charges for service. It must be noted that seldom, if ever,

are rates exactly in line with the cost of service indications at any given time. Generally, minor

differences will exist just as a matter of normal circumstances. Cost of service allocations are the

products of analyses based in part on judgment and experience and their results provide a

substantial aid in the design of rates.

Attempts to exactly meet cost of service indications in one rate adjustment can impose

large and undue burdens on individual customer groups. Rather than impose large changes in one

step, most rate analysts favor a process of gradually bringing revenue generation in line with cost

of service indications so as to avoid or dampen large and abrupt changes in rate structure.

Actual tariff design, in addition to relying on the results of cost of service analyses,

should also include consideration of policy matters, impact of rate changes, future planning,

special customer characteristics, and judicial, regulatory, and contract requirements'
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Allocation
Code DescriDlion

Kona Water Seryics Company, lnc. Wastowter Opo.atlons

Summary of Funcllonal Cost Allocation FacloF

Schedule 1

Page 1 of 13

D6mand
Custorer Rolatod

Commerclal SoNicos
Cosl Cosl

Ch€ck
Totel

Flow Costs

Domand Costs

Customer Costs - Commorcial

Cusiom. Costs - Soryicos

Awrags Day Flow to l\4aximum Day Flow

G&A Salarieg & Wagos, Employee Bonsfils & Worker's Comp.

'100.00

0.00

0.00

0.00

40.00

49.07

43.65

48,98

23.22

48.82

3E.61

36.24

0,00

100.00

0.00

0,00

80.00

20.00

24,24

I 0,96

75.95

20.10

60.23

48.E0

0.00

0.00

't00.00

0.00

0.00

0,13

0.00

0.32

0.00

1.62

0.00

1.11

0,00

0.00

0.00

100,00

0.00

30.00

32.11

30.74

0.E3

25.37

1.16

13.85

100.00 %

't00.00 0/o

100.00 %

'100.00 0/6

100,00 %

100.00 %

100.00 o/"

100,00 0/o

100.00 o/o

100.00 7o

100,00 %

100.00 %

D

E

F

H Offlco Ronl snd Furniture 8nd Equipmont

Othor Rato Base Costs

Othor lnsurame and G&A Miscollanoow E)Qense

lncome Taxes

Rownue Relaled Tares, EpoNos & Nol lncore

K

L
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Kona Water Sodice Comprny, lnc. Waatowator Operations

Schedule 1

Page 2 of 73

Demand
Cost

Customer Related
Commercial SeNicos

Cosl Cost
Allocation

Codo

Test Year Ending Decombor 31, 2019

Allocation of Pro Forma Rale Base

Accounl
Number

(1)
Account Titlo

(?\
Total Cost

a3l

Flow Cost
u\

!,!i!l.-Plc4i!liervisg!
Exhlbit KW9C

Sewr7.2

6

7

I
I
10

11

12

t3
14

18

17

18

19

lnlan0ible
Lard and land rights
Slructuros and lmprowments
Pumplng Equipmsnt
Trealm6nt Equipment

Transmission & Dlstrlbutlon Plant

source of supply
Offico Furniture and Equipmonil
Power Gengration Equipment

Transponation
Tools and Laboratory Equipmont
cen6ral Plant
Hawaii Wsler GO Allocatlon
Blg lslsnd Allocation

23,333
0

5,372,404
3,5't4,929

686,,l 93
4,843,22C
1,794,143

1,572
49s,E05

57,379
21,960
2l,972
28,070

154,421
106

0
0

2,14E,SA2
0

268,417
0
0

770
495,805

25,046
9,5E8
9,5e1

1 I,380
84,865

4A

23,333
0

3,223,442
3,514,S29

399,718
4,643,223
'1,7S4,143

314
0

13,S09
5,323
5,326
8,319

47,128

0
0
0
0
0
0
0

483
0

1E,424
7,05,|
7,055
8,371

02,425
34

103,E4718,E33,5'tl 3,052,528 13,677,r31
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Accounl
Number Accounl Tltlo

Kona Waior Soryico Company, lnc. Wastowatsr Oporation!

Test Yoar Endlng Oe@mber 31, 2019

Total Cost

Schedule 1

Page 3 of 13

Domand
Cost

Customer Rolaled
Commerclal Services

Cost Cost
Allocation

Code

a1\

Flow Cost

Accumulatod Deorocialion Ro8gry6:
Exhlbit KWSC

Sewr7.4

5

6
7

I
I
10

11

12

13

14

15

17

18

19

lntengible
Land and land rights
Slructuros and lmprowmonts
Pumplng Equlpmonl
Tresim6nl Equipment
Transmlsslon & Dlstribution Planl

sourco of supply
Oflice Furnilure and Equipmsnl
Powor Genoration Equlpmenl
Transportation
Tools and Laboralory Equipment

General Plant

Hawaii Water GO Allocation
Big lsland Allocation
Wastowater Adminislration

2,334
0

2,042,21E
'1,s70,633

3E,23E
1,227,533

615,6't1
614

77,888
39,062
2,783

6,024.50
16,080
58,627

89

0
0

824,8E7
0

15,29s
0
0

301
?7,666
't7,05'1

1,206
2,630
7,019

25,5S'|
39

2,334
0

1,237,331
1,370,833

22,943
't,227,533

E15,0'11

123
0

s,46S
670

1,460
3,E98

14,211
21

4,708,837

8.070.494

0
0
0
0
0
0
0

18S
0

12,543
8E7

1,034
5,'t03

18,825
2A

39,569

a4,278

Total Accumulated Deprociation Resem

Net Plant in SoNico

5,717,892

11,115,6'19

971,4E7

2,080,841 3
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Accounl
Number Account Titlo

(2\

Kona Wator Saruico Company, lnc. Wgstowator Opentions

Test Ygar Endlng Docombor 31, 201 I

Schedule 1

Page 4 of 13

Domand
Cost

Customer Relsled
Commerclal Ssrvicos

Cost Cost
Allooation

Codo
fi)

Total Cost
(3)

Flow Cost
l7)15t

Othor Rate Base ltems:
Exhibit KWSC

Se@rZd
Exhibil KWSC

Sere/7.0
Net Contributlons in Aid of Constructlon

lntsngiblo
Land snd land rhhts
Slrucluros and lmprowments
Pumping Equlpmont
Trealmont Equipment
Trsnsmission & Dislrlbutlon Plant
Source of supply
Oflico Furnituro and Equlpmont
Powor Genorallon Equipment

Transportation
Tools and Laboratory Equipment
Global Setllgm6nt
Hawall Water GO Allocotlon

Big lsland Allocatlon
Wastowator Admlnlstrstion

Total Net contributions in Aid of construction

cuslomor Advances

Cuslomor Doposils

Acoumulatod Doferred Taxos: Foderal

Accumulated Deferred Taxes: Stato

Unamodized Hawali capital Goods Erciso TaxCredit

Exhibit KWSC
Sewt7.6 N€l galvage Adjustmenl

Exhibit KWSC
Serer7 Trus-up Adjuslment

Exhibit KWSC
Sewr7.15

(5,222,025)

0

0

(2S8,198)

(E3,207)

(175,821)

(109,425)

(673,347)

76,005

(0,485,932)

4,A29,667

0

0

0

(68,242'

(1 e,32r)

(40,826)

(25,408)

(1s8,3s1)

17,669

(253,4751

1,787 342

0

0

0

12,475)

(601)

(1,459)

(e0e)

(5,5ES)

a32

(10,4s1)

53,787

6
7
E

0
'!0

11

12

13

14

15

16

17

18

19

(5,222,O29) (5,222,O29)

0
0
0
0
0

0
0
0
0
0
0
0
0

0
0
0

0
0
0
0
0
0

Exhiblt KWSC
Sawr?.lO

Exhlbit KWSC
Sewr7.12

Exhibit KWSC
Sew(7.14

(5,222,025',)

0

0

(228,4E1)

(63,190)

(133,536)

(83,10E)

(51 1,407)

57,754

(0,161,963)

2,7EE,531

0

Worklng Capital

Total Other Rale Base lt€ms

Total Pro Forma Rato Baso
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Account
Number Account Title

(2\
Total Cost

a3)

Flow Cost

Kona Watea Soavice Company, lnc. Wastewator Operatlons

Tost Year Ending Oecember 31, 2019
Allocation of Pro Forma opersting & lllaintenanoe E)Qenses

Schedule I
Page 5 of 13

Oomand
Cost

Customer Related
commorcial Soruices

Cost Cost
Allocation

Code
r8l

O&M Erp. Worksheet
O&M Exp. Workshoet
O&l\4 be. Workshoet

Pumoino Ercenses
Salaries & Wages 82,531

0
14,088

62,531
0

14,086

76,617

0
0
0Ivliscellaneous Exponse

Total Pumping Epenses

Treatmenl & Disoosal Erconsos
o&M Exp. Worksheel Salaries & Wagos - Operating (collection 250/0)

O&M Ele. Worksheet Salarios & Wages - Operating (Treatmenl 75olo)

O&M Ep. Worksheet Salaries & Wages - Mainl. (Colleclion 25%)
o&M Erp. Worksheet Salaries & Wages - Mainl. (treatmont 75ol")

O&M E&. Worksheet Purchased Powor
O&lVl Ep. Wo.ksheet Chemicals
o&lvl Exp. Worksheet Materials & Supplies (collection 25olo)

O&lVl Ep. Worksheel Materials & supplios (Treatment 75%)
O&M Erp. Worksheet Contractual Soryices - Testing

o&M Ep. Worksheot irisc. Epense - Oporating (Collection 25%)
o&M Elp. Worksheot lllisc. E&enss - Operating (Treatmonl 750,6)

O&[I E]p. Worksheet Misc. Eponse - [48int. (Collection 25ol")

O&l\4 Ep. worksheet Misc. Epense - lllainl. (Treatment 75olo)

Total Trealment & Disposal Epenses

customer Accounts Ercenses
O&M E&. Worksheet Salsries & Wagos
O&[4 Exp. Worksheet Bad Dobt Epenso
O&lVl Ep. Wofishoet Miscellanoous Expenses

Total Customer Accounts E)Qonses

General & Administratiw Eeons€s
O&[4 Exp. Worksheel salaries & Wages
O&M E&. Workshoot Employeo Ponsions & Benollts

O&M Ep. Worksheet Matorials & Supplies

o&M Ep. Workshoot Contractual SeNices - Logal
O&M Erp. Worksheet Contraolual Seryices - Other
O&M Erp. Worksheet Building / Proporty Rental

o&l\,t Ep. Workshoot lnsuranco - GoneralLiabilily
O&M Ep. Worksheet lnsurance - Workels Compensalion
O&M Ep. Workshoet lnsuranco " Other
O&M Ep. Worksheet Regulatory Commission Epense
O&M Erp. Worksheet l\riscellaneous Exponse

Total General & Administraliw E)Qenses

Total Operalion & Maintonance Erponse

76,617

349,052

52,826
46,419

1,070
1 1,893

134,488
3,683
7,982
(427\
345

30,755
5S,220

806

0
18,56E

0
4,757

53,795
3,663

0
(171)

0
0

23,688
0

365

104,66s

59,217
87,897

1,093
505

2,'t1s
6,520
2,454
3,915

0
25,631
15,502

205,549

386,831

0
27 ,851

0
7,136

80,693
0
0

(2s6)
0
0

35,532
0

547

151,503

24,160
35,825

607
280

1,507
2,657
1,385
1,596

0

10,800
6,41 I

0
1,070

0

0
0

7,582
0

345
30,755

0
806

0

93,784

235
0

s,585

9,820

120,801
179,125

2,504
'1 ,157
0,219

13,312
5,71 3

7,975
0

52,500
3'1,753

c
c
c

0
0
0

0
0
0

235
0

s,585

9.820

157

804
372

1,S97

1,834
10

0
851

514

6,E15

18,635

37,207
55,170

0
0

0
4,092

0
2,458

0

15,416
0,326

123,671

217,455

F
F

G
G
H

F
J
J
J

421,043

857,4s2

85,028

236,531
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Accounl
Number Account Tltle

Kona Water Sorvico Company, lnc. Waglewater Operations

Pro Forma Tost Yoar Endlns Decembsr 31, 2019
Allooation of Dopreclatlon Elponso

Schedule I
Page 6 of 13

Oomand
Cost

Customer Relaled
Commercial SeNices

Cost cosl
Allocatlon

Codo
(5)(1)

Tolal Cost
l3)

Flow Cost
t4l

103,030
103,540
103,701
103,801
103,600
103,810
103,620
103,840
't03,820

103,850
103.E90
103,550
'103,700

103,955
103,s65
103,030
'103,950

103,960
103,975
103,980

11
18
19

4,847
2E5,946
161,181
27,218
(1,049)

(47,66E)
(166)

0
0

(379)
10,461
s9,216

316
(2,112)

0
0

623
s'l6
sE2

13,122

'1,887

1 14,378

10,667
(458)

(20,816)
(72)

0
0

(165)

10,461
0

155
(s22\
517

0
0

272
400
429

5,728
10

lntanglble Plant
Struclures & lmprowment
Pumplng Equlpmont
Trgalmeot & oisposal Equlpment

Colloction S€weF Forco
Collsotion SeweF Grality
Sp6clal collooling Structure
Flow M€asuring Dovices
Outfall Sewor Lines
Reuse Transmlssion & Dlstribution Systom
Othor Equipment
Powor Gonoration Equlpmonl
Rocolving Wells
Office Furn & Equip
Transportatlon Equlpmonl
Tools, Shop, Garaoo Equipmont

Pow6r Oporated Equlprent
Communlcation Equlpm6nt
Stor€s Equlpmont
Gonoral Plant
Hawall Wator GO Allomtlon
Blg lslend Allooation

Tolal Depreclation E)eense

0
0
0

(337)
(1s,313)

(53)

0
0
0

(122\
0
0

97
(076)

0
0

200
254
3'15

4,213
7

(1'1,377)

2,800
'171,568

161,181
16,331

(254)
(11,560)

(40)

0
0
0

(92)

0
99,2t6

63
(512)

0
0
0

lsl
222
238

3,181
5

442,498

E
E
B
E

G

G

B
H

G

553,793 122,671
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Kona Waler Soryice Company, lnc. Wastewater Operatlong

Schedule 1

Page 7 of13

Demand
Cost

customer Related
commorcial Soruic€s

Cost Cost
Allocallon

Codo

Prc Forma Test Year Endlng Do@mbet 3'1, 2019
Allocation of Total Rewnue Requlrement

Aocount
Numbor Accouni Tille Toial Cosl

(3)
Flow Cosl

Exhibtt KWsc
Sewt',11

Exhlbit KWSC

Sowr8 20

5
7

Exhibit KWSC

Sowt8.21
'11,12,13,14

17

22
Exhlbit KWSC

Se@16
28

Tolal Rewnue Rooulroment

Operation and Maintonanco E4onso

Depr€ciation Epense

857,452

553,7S3

55,684

380,83'l

122,611

20,1 80

236,531

442,49E

27,174

217,455

(11,3771

7,112

18,635

1

616

56,218
4,046

1,324
't 13

18,524
1,404

Puboo Allocation

Taxos Otber Than lncomo Taxes

Public Company Soryico Tax
Publlc Lttility Foo

Total Taxos Olhor Than lncomo Taxos

1't 9,300
't0,130

43,234
3,873

Total Oporating Epenses
Bofors lncome Tgres

125,436

1,5S6,365

44,807

576,589

63,184

76S.387

I,437

16,601

17,828

231,718

s81

lncomo Tares
Stato
Federal

7,165
77,356

2,764
25,467

4,315
46,552

84,521 32,033 50,907Tolal lncomo Taxos

op€ratlng ln@mo

Total Rewnuo Roqulremenl

Total Rewnue Roquirombnt %

E4

897
K
K

346,301

2,027,187

100.00 o/o

'125,499

734,721

36.24 .h

168,095

08s,289

46.80 o/o

3,E44

22,535

1.11 %

47,983

2E0,662

'13.84 0/o
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Schedule 1

Page 8 of 13
Kona Water Service Company, lnc. Wastewater Operations

De\€loonrent of Functional Cost Allocation Factors

Factor A - Allocation of Costs Which Vary with Total Flow

Costs which lary with the \olume of sewage collected and treated are

allocated 1 00% to the flow cost functton.

Factor B - Allocation of Costs Related to Demand

Costs which are related to the users' capacity requirernents for rnaximum

flow conditions are allocated 1 00% to the dernand cost function.

Factor C - Allocation of Costs Related to Customer - Comrnercial

Costs that are allocated 100% to the customer - commercial cost function.

Factor D - Allocation of Costs Related to Customer - SerVce

Costs that are allocated 1 00% to the customer - serVce cost function

Factor E - Allocation of Costs Related to A\€rage Day Flow to Maximum Day Flow

Cost that are allocated to the flow cost function and to ltre demand cost function

on the basis of the a\€rage day flow to maxmum day flow as follows:

cost Allocation

Functionta

Base
Extra Capacity

Maximum Day

cost
Function

(1)

Base
Extra Capacity
Customer - Comroercial
Customer - Services

Ratiota

1.00

1.50

Allocated
Collecting
System

Maintenance
Expenses

85,856
34,987

235
53.896

174,974

%

2.50

Factor F - Allocation of General & Administrati\e Salaries and Wages, Employee

Benefits, and Worker's Compensation lnsurance

General & administrati\e salaries and wages, employee benefits, and worker's

compensation insurance are allocated to the cost function in accordance with the

composite allocation of all other salaries & wages as follou6:

- (3)

40.00
60.00

1 00.00

Allocation
o/"

(3)(2)

$

$

49.07
20.00

0.13
30.80

1 00.00
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Schedule I
Page 9 of 13

Kona water Service Company, lnc. wastewater Operations

De\elopment of Functional Cost Allocation Factors

Factor G - Allocation of Administrati\e and General Epenses

Certain administrative and general e)eenses are allocated to the cost

functions in accordance with the composite allocation of operation and maintenance

e),penses Wth the exception of pourer and fuel as follows:

Allocated
Operation

and
MaintenanceCost

Function,a
Base
Extra Capacity
Customer - Commercial

Customer - Services

Cost
Function

(1)

Base
Extra Capacity
Customer - Commercial
Customer - Services

E)oenses o/o

t@'(3)

$ 127,487
70,810

U

93.784

Allocation

43.65
24.24

0.00
32.11

1 00.00

48.98
1 9.96
0.32

30.74

Allocation

(3)

23.22
75.95

0.00
0.83

292,081

Factor H - Allocation of Office Rent and Office Furniture and Equipment

Office rent and the capital costs related to office furniture and equipment are

allocated to the cost functions in accordance with the composite allocation of customer

and general and administrati\,e salaries and labor costs as follov\E:,

Cost
Function

(1)

Allocated
Customer/

and Allocation

G&A Labor o/o

(3)(2)

Base
Extra Capacity

Customer - Commercial
Customer - Services 37,207

121,036$ 1 00.00

Factor I - Allocation of Other Rate Base Costs

Other rate base costs are allocated to the cost functions in accordance wth the

composite allocation of the total rate base costs as follows:

$ 59,277
24,160

392

Allocated
Rate Base

$

o

(2)

4,024,215
13,161 ,739

7

143.416

17,329,377 1 00.00
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Schedule 1

Page 10 ofl3
Kona Water Service Company, lnc. Wastewater Operations

Der,relopment of Functional Cost Allocation Factors

Factor J - Allocation of Other lnsurance and G&A Miscellaneous Costs

Other insurance and G&A miscellaneous costs are allocated to the cost functions in

accordance with the composite allocation of all other G&A costs as folloua:

Cost
Function

-(1)
Base

Extra Capacity
Customer - Commercial
Customer - Services

Cost
Function

(1)

Base

Extra Capacity
Customer - Commercial
Customer - Services

Cost
Function

(1)

Base
Extra Capacity
Customer - Commercial
Customer - SerMces

Depreciated
Original

Cost

1U,416
68,017

5,450
98.927

Rate
Base
(2)

1,787,362
2,788,531

3

53.787

Cost of
Service

(2)

542,135
729,936

16,636

207.059

Allocation
%

' (3)-

48.82
20.'19

1.62
29.37

100.00

Allocation

38.61
60.23

0.00
1.16

36.24
48.80

1.11

1 3.85

(2)

$

336,810

Factor K - Allocation of Operating lncome and lncome Taxes

Operating income and income taxes are allocated to the cost functions in

accordance with the composile allocation of all rate base items as follovts:

o/o

(3)

$

$ 4,629,683 100.00

Factor L - Allocation of Rerenue Related Taxes, Epenses & Mt lncome

Regulatory commission epenses, amortization e&ense, other income taxes, and

net income are allocated to the cost functions in accordance with the composite allocation

of all other cost of service elements as follovtrs:

Allocation
o/o

(3)

$

$ 1,495,766 100.00
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Page 1l of 13

Kona Water Service Company, lnc. Wastewater Operations

Elements for Development Factor F

Account
Number

(1\
Account Titls

(2\
Flow Costs

a4\

Demand
Costs

15t

Customer Related
Commercial SerMces

Costs Costs
(6) ' tzt

Total Costs
(3)

Ep. Workshe( Salaries & Wages
Ep. Workshe(Salaries & Wages - Operating (Collection 25%)

E)e. Workshe(Salaries & Wages - Operating (Treatment 75%)
Ep. Workshe(Salaries & Wages - [/aint. (Colleclion 25%)
Ep. Workshe(Salaries & Wages - Maint. (Treatment 75olo)

E&. Workshe(Salaries & Wagos

Total Above Epenses

62,531
52,826
46,419

1,070
1 1,893

235

62,53'l
0

1 8,568
0

4,757
0

0
0

27,851
0

7,136
0

34,987

20.oo o

235

235

0.13 Vo

0

0
0
0

52,826
0

,070
0

174,974 85,856

100,00 0/6 49.07 o/o

Elements for Dewlopment Factor G

53,896

30.80 %

Account
Number Account Title

Demand

Costs

Cuslomer Related
Commercial Servces

Costs Costs
' rat ' tzl(5)r1) (2\

Total Costs
(3)

Flow Costs
u\

Pumoino Expensos
Exp. Workshe(Salaries & Wages
Ep. Workshe( Miscellaneous E)pense

Treatment & Disposal Expenses
Ep. Workshe(Salaries & Wages - Operaiing (Collection 25%)
Ep. Workshe(Salaries & Wages - Operating (Treatment 75olo)

E)e. Workshe(Salaries & Wages - Maint. (Collection 25olo)

Ep. Worksher Salaries & Wages - Maint. (Treatment 75%)
E)e. Workshe( Chemicals
EX3, Workshe(Materials & Supplies (Collection 25olo)

Ep. Workshe(Materials & Supplies (Treatment 75%)
be. Workshe(Contractual SerMces - Testing
Ep. Workshe(Misc. Expense - Operating (Collection 25%)

E&. Workshe(Misc. Expenso - Operating (Treatment 75%)
Ep. Workshe(Misc. Expense - Maint. (Collection 25%)
Ep. Workshe(Misc, Expense - Maint. (Treatment 75%)

Total Above E)eenses

62,531
'14,086

62,531
14,086

0
0

0
0

52,826
46,419

1,070
1 1,893
3,663
7,942

(427)
345

30,755
59,220

806
912

0
1 8,568

0
4,757
3,663

0
(171)

0
0

23,688
n

365

0
27,851

0
l.lJo

0
0

(256)
0
0

35,532
U

547

Demand
Costs

52,826
0

1,070
0
0

7,982
0

345
30,755

0
806

0

93,784

32.11 o/o

0
0
U

0
0
0
0
0
0
0
0
0

292,O81

100.00 o/o

127,487

43.65 o/o

70,81 0

24.24 o/o

Elements for Development Factor H

0.00 %

Customer Related
Commercial Services

Costs Costs
Account
Number

/1\
Account Title

(r\
Total Costs

r3)
Flow Costs

15\

Customer Accounls Expenses
Ep. Workshe(Salaries & Wages

General & Adminislrative E)oenses
Erp, Workshe( Salaries & Wages

235

1 20,801

1 21,036

100.00 0/6

59,277

59,277

48.97 %

24,'t60

24,160

19.96 %

157

392

0.32 o/o

37,207

37,207

30.75 o/o

235 0

Total Above b,penses
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Kona Water Servic6 Company, lnc. Wastewater Operations

Elements for Development Factor I

Schedule 1

Page 12 of 13

Demand
Costs

(5)

Customer Related
Commercial Services

Costs Costs
(6) ' 0\

Account
Number

(1)
Account Title Total Costs

(3)
Flow Costs

(4)

Total Utility Plant In Service

Total Accumulated Depreciation Reserve

Total Net Contributions in Aid of Construction

Net Salvage Adjustment

Total Above Epenses

1 6,833,51 1

5,717,892

(5,222,02s)

0

17,329,373

100.00 %

3,O52,528

971,687

0

0

4,O24,215

23.22 o/o

1 3,677,1 31

4,706,637

(5,222,029)

0

1 3,1 61,739

75.95 0/o

2

0

0

1 03,847

39,569

0

0

143,416

0.83 %

Account
Number

(1)
Account Title

(2\
Flow Costs

Q\

Demand
Costs

(5)

0.00 %

Customer Related
Commercial Services

Costs Costs

Elements for Development Factor J

Total Costs
(3) (7)

Elp, Workshe( Salaries & Wages
E)e. Workshe( Employee Pensions & Benefits
Ep. Workshe( Materials & Supplies
Exp. Workshe(Contractual Services - Legal
E)e. Workshe(Contractual Services - Other
Erp. Workshe(Building / Property Rental

Ep. Worksho( lnsurance - General Liability
Ep. Workshe(lnsurance - Worker's Compensation

Total Above ltems

1 20,801
179,'125

2,504
1,157
6,215

13,312
5,713
7,979

59,277
87,897

1,093
505

2,715
6,520
2,494
3,915

157
233
804
372

1,997
43

1,834
10

37,207
55,170

0
0
0

4,O92
0

2,458

98,927

29.37 o/o

24,160
35,825

607
280

1,507
2,657
1,385
'1 ,596

68,017

20.19 o/o

Demand

Costs

336,81 0 164,416

100.00 o/o 48.82 0/o

Elements for Development Factor K

5,450

1.62 0k

Customer Relaled
Commercial Services

Costs Costs
Account
Number Account Title

(2\
Total Costs

t3)
Flow Costs

(4) (7\lo,(5)(1)

Total Rate Base 4,629,687

100.00 0/6

1,787 ,362

38.61 %

2,78B,531

60.23 o/o

3

0.00 %

53,787

1.16 0k

Elements for Development Factor L

Total Costs
(3)

Demand
Costs

Customer Related
Commercial Services

Costs Costs
Account
Number

(1)
Account Title Flow Costs

(4) (5) (7\(6)

Total Operation & Maintenance Expense

Depreciation Epense

857,452

553,793

7,1 65
77,356

1,495,766

100.00 %

386,831

122,671

2,766
29,867

542,135

36.25 0

236,531

442,498

4,315
46,592

729,936

48.80 %

16,635

1 6,636

1.11 0/o

217,455

(1 1,377)

207,059

13.84 Vo

lncome Taxes
State
Federal

0
0

84
897

Total Above ltems
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Kona Water Seryica Company, lnc, Wsatewstor Oporstlone

D€pr€clalion Expense
Test Ygar Endlng Decemb€r 31, 2019

2019
Depr Erp

Inc. Tax
crodll

Net
Depr Exp

(5)
Ac@unt Tltlo

(2\ 14)

Exhiblt tM6C Sewer
7.6

Exhibit HWSC Sewer
7.9

l.lon Dep Plant
'103030

Structure & lmprov.
103540

Pumoim Equip
103701

Treatmont Equipment
,l03E01

x lnlangible Plant

Total llon D€preciablg Plant

x Structureg & lmprowment

Total Suuctwos and lmrpovements

Pumping Equipment

Total Pumping Equlpmont

Treatmenl & Disp6al Equipmonl

Total Trealmant

! Collecllon sowers ForG
x colloction sewers Gravity

x Speclsl Collecting Slructure

! Flow Me€surlng Devices

x Outfall Sew€r Linos

x R€use Transmlsslon & Distrlbullon Syslem

X Other Equlpment

Tolal Transmission & Distribulion Plant

x Power Gorerallon EquiPment

Tolal Power G€noration Equipment

X Receiving W9ll8

Total Sourc€ of Supply

x Offi@ Furn & Equip

Total ori@ Furn & Equip

x TransportationEqulpm€nt

Totel Transporlation EquiPmenl

x Tools, Shop, Garage Equlpment
x Power Opgrated Equipm€nt
x Communicaiion Equipmont
x Stores Equipment

Total Tools and Laborstory Equipm€nl

4,667

285,946

285,946

161,181

285,946

161,181

'161,181

27,218

4,667 0

0

4,667

4,667

285,946

161,181

27,218

27,214

(1,04e)

0 27,218

T&D Plant
103600
1 03610
'103620

103640
103820
103850
103830

Powor Gen. Equip
103550

consral Plant
'103980

(47,688)
(166)

0
0
0

(37e)

0
0
0
0
0
0
0

(1,04e)
(47,688)

(166)
0
0
0

(37e)

(49,282\

10,461

10,461

99,216 0

(49,282)

10,461

10,46'1

99,216

99,216

Sourc€ of SuDolv

103700

Offi@ Furnituro & Eoulp
103955

Transoodation
'103965

Tools and Lab Eouio.
103930
103950
103960
103975

99,216

(2,1't2)

316

316

0

0

0

316

316

0
0
0
0

(2,112)

(2,112)

1,140

(2,1't2',)

517
0
0

623

517
0
0

623

x GoreralPlant

Total General Plant

0

0916

916

916

1,140

982
'13,122

22

Exhibit |MSC Sewot
7.5

Othor
17
18
'19

Hawail watef Go Allocalion
Big lsland Allo€tlon
Wastowai6r Adminlslratlon

982
13J22

22

M,124

553,793

0

0Total

$,124

553,477



Docket No.2018-0388
Exhibit KWSC-T-107

Cost ofService Study, Sewer
Wtness: Stout

Schedule 2
Page 1 of6

Alloc.

Code DescriDtion

Kona Water Servlcs Company, lnc. Wastewater Oporations

Allocation Codes For Customer Groups

Residentisl Non-Residential Check Total

ou

61

oz

63

FloM Cost

Demand Cost

Custom€r Costs - Commercial

Customer Costs - Seruices

66.98 o/o

89.03 %

92.79 Yo

U.83 V"

33.02 0k

10.97 %

7.21 o/o

15.17 Yo

'100.00 %

100.00 %

100.00 %

'100.00 %

Kona Water Service Company, lnc. Wastswater Opsrationg

$

Allocation To Customer Groups

Total

Cost Residential Non-Residential
s AC

Operation & Maintenanca E)oense:

Floil Cost
Demand Cost
Customer Cost - Commercial

Customer Cost - Services

Total Operation & Maintenance Epense

Depreciation boense:
FIN Cost
Demand Cost
Customor Cost - Commercial
Customer Cost - Services

Total Depreciation Epense

Amortization E)oense:
Flw Cost

Demand Cost
Customsr Cost - Commercial
Customer Cost - Seruicos

Total Amortization Exconse

Taxes Other Than lncomo Tares:

Flow Cost
Demand Cost
Customer Cost - Comm€rcial
Customer Cost - Services

Tolal Tdes Oher Than lncome Td€s

Miscellaneous Non-Lnilitv E)0tenses:

Flow Cost
Demand Cost

Customsr Cost - Commorcial
Customer Cost - Servicos

386,831

236,531
16,635

217,455

857,452
100.00%

'122,671

442,498
,|

(11,377\

553,793
100.000/o

20,180
27,174

618
7,712

55,684
100.000/o

46,907
63,164

1,437
17,928

129,436
't00.00%

259,099
210,584

15,436
1U,67

669,586
7a.O9o/o

82,165
393,956

1

(e,651)

MA71
84.23o/o

't3,517
24,193

6,542

4,825
80.50%

3'1,418

56,235
1,333

15,208

'to4,194

80.50%

127,732
25,U7

1,199
32,988

'187,866

21.91%

40,506
48,542

0
(1,726)

87,322
't5.77Vo

1 0,859
19.50%

15,489
6,929

104
2,720

25,242
19.50%

60
ot
62
63

bU

ol
62
63

60
61

63

60
61

62
63

6,663
2,981

45
1,170

0
0
0
0

0

U

0
0
0

0

0
0
0
0

0

60
61

oz

Total Miscellaneous Non-Lltility Epenses
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Kona Water Service Company, lnc. Wastewater Operations

Allocation To Customer Groups

Residential

$

Schedule 2
Page 2 of 6

Non-Residential

$

Total

Cost

$ AC

lncome Taxes:

Flow Cost
Demand Cost
Customer Cost - Commercial

Customer Cost - Services

Total lncome Taxes

Net lncome:
Flow Cost
Demand Cost
Customer Cost - Commercial

Customer Cost - Services

Totial Net lncome

Total Cost of Service

Total Flow Gost

Total Demand Gost

Total Customer Cost - Commercial

Total Customer Cost - Services

32,633
50,907

0

981

84,521
100.00%

125,499
168,995

3,844
47,963

346,301

1 00.00%

2,027,187
100.00%

734,721
100.00%

989,269
100.00%

22,535
100.00%

280,662
100.00%

21,858
45,323

0

832

68,013
8O.47o/o

84,059
150,456

3,567
40,687

278,769
80.50%

1,631 ,858
80.50%

492,116
65.98%

880,747
89.03%

20,910
92.790/o

238,085
84.83%

10,775
5,584

0

149

16,508
19.53Vo

41,440
18,539

277
7,276

67,532
19.50%

395,329
19.50%

242,605
33.02%

108,522
10.97o/o

1,625
7.21%

42,577
15.17%

60
61

62
63

60
61

62
63
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Kona Water Service Gompany, lnc. Wastewater Operations

Dewlopment of Customer Group Factors

Factor 60 - Allocation of Base Costs

Costs are allocated to Base Cost to the Customer Groups in accordance

with the percentage of wastewater flows by each indiMdual customer group.

Factor 61 - Allocation of Maximum Day Costs

Costs are allocated to Maimum Day Cost to the Customer

Groups in accordance with the ratio of the excess maximum day demand of each

indiMdualcustomer group to the total non-coincident excess daily demand for all

customer groups.

Factor 62 - Allocation of Costs Related to Customer - Commercial

Costs are allocated to Customer Cost - Commercial to the Customer Groups

in accordance with the percentage of bills issued to each individual customer group.

Factor 63 - Allocation of Costs Related to Customer - SerMces

Costs are atlocated to Customer Cost - SerMces to the Customer Groups in

accordance with the percentage of equilalent serMces of each indiMdual customer group.



Kona Water Service Company, Inc. Wastewater Operations

Der,elopment of Allocation Factors to Customer Groups

Schedule 2
Page 4 of6

Maximum Day

Amount Excess

Docket No. 2018-0388
Exhibit KWSC-T-107

Cost of Service Study, Sewer
Wtness: Stout

o/o
Customer Group 1000 Gal

Annual Flows

1000 Gal.

Per Dav

o/o ol
Areraqeo/o

Residential
Non-Residential

Grand Total

Allocation Code

13,633.0
6,722.0

37.351

18.416
66.98
33.02

186.755
36.832

149.404
18.416

89.03
10.97

500
200

20,355.0 55.767 100.00 223.587 167.820 100.00

6160
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Kona Water Service Company, lnc. Wastewater Operations

Delelopment of the Equiwlent Meters and Services Factors
and the Factor Based on the Number of Bills

Number

Customer Group of Bills

Residential- Monthly 206

Non-Residential- Mor 16

Grand Total 222

=====

Allocation Code

o/o

Equiv
SerMces o/o

369

66

Equiv.

Meters Vo

92.79279 483

7.207207 225

92.79

7.21

100

84.83

15.17

68.22

31.78

435 '100 708 100

636362
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Kona Water Servica Company, lnc. Wastowator Oporations

De\eloprn€nl of Equi\alent Servicos

Cuslorrr
Group Cu$omer Narno

Irleter lfumbsr

of MetersSlze

Seniice Eq. S\c, Equlv.

Size Ratio Senices Percent

Eq. iileter Equlv.

Ralio lvlotsrs Porcent

69

310

'tM

483

1

10

20

24

16

25

50

80

225

;;;

1.0

2.6

8.0

'1.0

2.5

5.0

8,0

15.0

25.0

50.0

80.0

15.17 %

69

248
52

369

7
I

11

12

4

5

I
11

oo

;;;

1.0

2.0

4.0

7.O

2.0

2.7

4.0

4.0

5.3

8.0

10.7

69

124

13

206

5/8',

1"

2.

I
4

4

3

1

1

'l

1

to

Residentlal

Non-Residental

Grand Tobl

68.22 %

3'1,78 0h

100.00 0/6

84.83 %

100.00 0/6

5/8"

1'
1 1t2"

2'
3'
4"
6"

8"
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Kona Water Service Company, lnc. Wastewater Operations

Revenue Comparison Between Customer Groups
Revenues at Present Rates vs. lndicated Cost of Service

lndicated Cost of Service
Deduct:

Schedule 3

Page I of 1

---- Proposed Rates ----
Customer Grouo

-'- Present Rates --
Total Percent Total Effluent Rev. Adi. Total Percent Total Percent

Residential

Non-Residential

Totals

$1,s67,995

251,535

86.18%

13.82o/o

$1,631,858

395,329

80.50%

19.50%

$1,72'.t,357

305,830

84.91%

1s.09%

100.00%

$0 $1,631,858

0 395,329

$1,819,530 100.00% $2,027,187 $0 $2,027 ,187 100.0070 $2,027 ,187
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isF

W
Pe+ee+aeeliea+ien+
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I KONA WATER SERVICE COMPANY GENERAL RATE CASE

2 DIRECT TESTIMONY OF ANTHONY CARRASCO

J

4 Introduction

5 Q. Please state your name, position, and business address.

6 A. My name is Anthony Carrasco. My business mailing address is 69-180 Waikoloa Beach

7 Drive Unit N3, Waikoloa, Hawaii, 96738. I am the General Manager of Hawaii Water Service

8 Company,Inc. ("Hawaii Water").

9

l0

l1

T2

13

t4

l5

t6

l7

18

T9

20

2t

22

23

24

25

26

27

28

29

30

a. Please summarize your educational background and professional experience.

A. I have attended numerous courses in water treatment, water distribution and utility
management at the University of Califomia, Sacramento and through the Hawaii Water Rural

Association. My Operators Certifications include: Hawaii Department of Health Water

Distribution Operator IV and Treatment Operator IV certifications. I also have California State

Water Resource Control Board Distribution Operator V and Treatment Operator IV
certifications.

I am a veteran who served in the United States Navy Seabees from January 1983 to 1986,

receiving an Honorable Discharge with an R-l reenlistment rating. From 1986 to 1989, I worked

as a Construction Foreman for an underground utility construction company. I worked for

California Water Service Company ("Cal Water") as an Operator from 1989 to 2000, a

Superintendent from 2000 to 2004, a District Manager from 2004 to 2016, and Director of Field

Operations in2016. I have been in my current position as General Manager since 2016.

a. What is the purpose of your testimony in this proceeding?

A. The purpose of my testimony in this proceeding is to explain the details of the 2019 test

year expense estimates and inflation methodology for Kona Water Service Company ("KWSC").

a. Please describe the general methodology in determining test year expense estimates.

A. An average of the most recent three-year actual recorded expenses (2016-2018) was used

as the basis for most administrative, operational, and maintenance expenses in the test year.

I
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Since recorded expense data for 2018 was only available through June at the time the application

was prepared, all 2018 expenses have been annualized. The annualized 2018 expenses will be

updated with actuals when recorded 2018 expenses become available.

A three-year average from 2016 to 2018 is a reasonable starting point to forecast test year

expenses and reflects normal operations of the district. Payroll, employee benefits, rents,

insurance, and regulatory expenses have been estimated using different methodologies, as

described in more detail in my testimony.

In addition, certain expenses include both direct charges and allocated expenses. Hawaii

Water has nine business units, some of which are directly owned by Hawaii Water and some of

which are owned by subsidiaries of Hawaii Water. Each business unit is treated separately for

rate making purposes. For the most part, each business unit functions independently from one

another. However, there are several functions which are shared among the local business units to

maximize economies of scale. These functions include project management and engineering

work, operations and business management, and customer service management. Prior to 2013,

expenses for Hawaii Water were allocated to each business unit using the four-factor allocation

method and recorded as an expense in each business unit under the corresponding expense

category. Beginning in 2013, certain expenses that were allocated to specific administrative,

operational, and maintenance accounts from Hawaii Water General Office ("Hawaii Water

GO"), Big Island operations, and Wastewater Administration were allocated as a single line item.

For trending and analysis putposes, expenses that were allocated to KWSC from Hawaii Water

GO, Big Island, and Wastewater Administration from 2016 to 2018 are shown as separate line

items and then added to expenses directly charged to KWSC. An average of the sum of direct

and allocated charges was used to determine test year expenses.

Recorded expenses were adjusted with a Consumer Price Index ("CPf') factor to account

for changes in prices of goods and services from the averaging period up to the test year. This

was done using a two-step process. First, the annual recorded expenses were adjusted to 2019

dollars using Honolulu CPI and then a three-year average of the adjusted figures was calculated.

Published U.S. Department of Labor Bureau of Labor and Statistics data was used to adjust

recorded e*penses.l Since federal CPI data is not available for neighbor islands, the best

I http://data.bls.eov/pdq/SurveyOutputServlet?series-id:CUuRA426SA0,CUUS4426SA0

2
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available data, which was for Honolulu, was used.2 This is an appropriate index for Hawaii

Island and Maui operations. Details of inflation factors are shown on Exhibits KWSC Water 8.4

and KWSC Sewer 8.3.3

The methodology of adjusting certain recorded expenses by CPI is reasonable for rate

making because it better represents forecasted costs during the test year. The inclusion of a CPI

inflation factor acknowledges the fact that the purchasing power of a dollar diminishes over time.

If a CPI factor was not used to adjust recorded expenses, obsolete costs would be used to

determine test year expenses, and a reasonable opportunity to recover forecasted expenses during

the test year would not exist.

Estimated operating and maintenance expenses for the test year are described and

discussed below.

Labor

Hawaii Water's labor costs are shared among the various companies and systems

operated by Hawaii Water in Hawaii, and each system's share of the labor cost is based on a

four-factor allocation methodology. The four-factor allocation methodology is discussed in more

detail in the Direct Testimony of Robert Stout (Exhibit KWSC-T-I00). Labor expense is based

on the cost of total labor, including wages, benefits and payroll taxes. The complete breakdown

of Hawaii Water's payroll expense as allocated by the proposed four-factor percentages is shown

on Confidential Exhibit KWSC-T-201. As this exhibit contains employee names and payroll,

this exhibit is submitted pursuant to Protective Order No. 36174. Payroll for 2019 was

calculated by escalating the estimated 2018 payrollby 3.0o/o, which is the expected increase in

payroll. In order to reflect actual operating costs, the estimated2018 payroll figures will be

updated with actual 2018 payroll figures once they become available.

Consistent with Hawaii Water's and its subsidiaries' recent rate cases, KWSC accepts the

Consumer Advocate's position that pension costs should be included in test year expenses, but

3

2 http ://dbedt.hawaii. eov/economic/library/faq/faq 03/
3 The exhibits contain identical information.
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I 401k employer matching expenses should be excluded.a Although KWSC believes that it is

2 appropriate for 40lk employer matching expenses to be recovered in rates as apart of total

3 compensation costs for its employees, consistent with Hawaii Water's acceptance of the

4 Consumer Advocate's position in the recent rate cases for Hawaii Water and its subsidiaries,

5 KWSC is including pension costs and excluding 40lk employer matching expenses in this rate

6 case. The total labor estimate for KWSC is summarized in the table below:

Division Payroll Benefits Taxes Total Exhibit Reference

KWSC Water

KWSC Sewer

$392,817

$281,958

$248,736

$180,017

$33,533

$23,835

$675,146

$485,810

KWSC Water 8.6

KWSC Sewer 8.5

7

8

9
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Table 201. Labor Expense.

Details of labor expense for each division can be found in the corresponding Exhibits listed in

the table above.

Benefits expense is based on a study conducted by the Milliman Group regarding

estimates for Pension and Retiree Healthcare, and is exclusive of 401k employer matching

expenses. Active employee healthcare is based on actual healthcare premiums for Hawaii

Water's employees. The portion allocated to KWSC is estimated using a four-factor allocation

method. The test year calculation is based on the 2018 figures for pension and benefits because

2019 figures were not available at the time it prepared its application. The calculation will be

updated with 2019 figures once they are available.

Fuel and Power

Purchased power expense varies with the amount of water pumped from wells or the

amount of wastewater pumped from lift stations and treated at the wastewater treatment plant

("WWTP"). This expense was estimated by calculating a unit cost [$ / kwh] of power for the

test year and multiplying it by the expected kWh usage in the test year. A unit cost for purchased

power was calculated by taking the ratio of recorded power cost and recorded power use for each

year. The unit cost for the test year was estimated by taking a three-year average from 2016 to

o 
See. e.g., In re Kona Water Service Company. Inc., Docket No. 2013-0375, In re West Hawaii Water Service

Company. Inc.. Docket No. 2017-0450, In re West Hawaii Sewer Service Companv, Inc." Docket No. 2017-0449

4
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I 2018 of the calculated unit cost. Projected power use for the test year was estimated by taking a

2 three-year average from 2016 to 2018 of recorded power use. Purchased power expense for

3 KWSC'S water operations was adjusted by amounts billed back to Makalei. Fuel for power

4 production expense was estimated by taking a three-year average of recorded fuel for production.

5 This expense reflects the cost of fuel used for the emergency generators. The generators need to

6 be run periodically to ensure they run properly in case of emergency. The following table

7 summarizes the projected energy consumption, energy expense, unit cost of power, and fuel for

8 power production expense for the test year for KWSC:

Division

Energy Energy

Consumption Expense

tklvhl t$l

Unit Cost

[$ / kwh]

Fuel for

Power

Production

Total Fuel

and Power
Exhibit Reference

KWSC Water

KWSC Sewer

9

5,054,175

428,724

$1,402,348

$133,269

90.2775

$0.3108

$497

$1,220

$1,402,846

$134,489

KWSC Water 8.7

KWSC Sewer 8.6

Table 202. Fuel and Power Expense.

10

l1

t2

l3

t4

15

16

t7

l8

t9

20

27

Details of fuel and power expense for each division can be found in the corresponding Exhibits

listed in the table above.

Chemicals

Chemicals are purchased for water operations to treat and disinfect water in the water

distribution system. Chemicals are purchased for wastewater operations to treat wastewater

pumped to the WWTP. Chemical purchased include hypochlorite, sodium carbonate, and

flocculants for both water and wastewater operations, and other materials relating to the WWTP.

The test year chemical expense was estimated by taking a three-year average from 2016 -
2018 of CPl-adjusted recorded expenses. The following table summarizes chemical expense for

KWSC:

5
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Division Chemicals Exhibit Reference

KWSC Water

KWSC Sewer

$114,012

$3,694

KWSC Water 8.9

KWSC Sewer 8.8

2

J

4

5

6

7

8

9

l0

11

t2

Table 203. Chemical Expense.

Details of chemicals expense for each division can be found in the corresponding Exhibits listed

in the table above

Materials and Supplies

Materials and supplies expense is grouped using the following categories: treatment and

disposal, water treatment and water quality, transmission and distribution, collection, and

pumping. The test year materials and supplies expense for KWSC is calculated by taking a

three-year average from 2016 - 2018 of CPl-adjusted recorded expenses. The following table

summarizes materials and supplies expense for KWSC:

Division Materials and Exhibit Reference

Supplies

KWSC Water $1,961 KWSC Water 8.10

KWSC Sewer $8,966 KWSC Sewer 8.9

Table 204.Materials and Supplies Expense.

Details of materials and supplies expense for each division can be found in the corresponding

Exhibits listed in the table above.

Waste Disposal

Waste disposal expense consists of fees for the removal and disposal of dewatered sludge

from the WWTP. The test year waste disposal expense was estimated by taking a three year

average from 2016 -2018 of CPl-adjusted recorded expenses. No waste disposal expense is

13

T4

15

t6

l7

18

t9

20

2t

6



I anticipated for KWSC Water. The following table summarizes waste disposal expense for

2 KWSC:

Division Waste Disposal Exhibit Reference

KWSC Water $ - KWSC Water 8.11

KWSC Sewer $3,506 KWSC Sewer 8.10

3 Table 205. Waste Disposal Expense.

4

5 Details of waste disposal expense for each division can be found in the corresponding Exhibits

6 listed in the table above.

7
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Affiliated Charees

California Water Service Group ("CWSG") includes several subsidiaries which include

Hawaii Water, Cal Water, Washington Water Service Company ("WWSC"), and New Mexico

Water Service Company ("NMWSC"). CWSG's expenses are allocated to its subsidiaries based

on relative proportions of work being performed. A large portion of the work resides in

Customer Support Services ("CSS") of Cal Water. Within CSS, there are a number of

departments that provide support services for its subsidiaries. These include corporate

governance (CEO, CFO, Corporate Secretary, etc.), audit, accounting and finance, information

technology, human resources, and communications. These functions are provided centrally at

CSS because it is more cost effective to do so than to hire the specific expertise needed for each

particular subsidiary. This centralized service model has been shown to result in lower costs

than staffing up locally for all necessary back office expertise such as noted above.

CSS departments incur capital project and operating costs each month. These costs are

allocated to the appropriate business units each month to determine the business units' operating

results, plant in service, regulatory assets, regulatory liabilities, and other balance sheet accounts.

CSS department costs are allocated to business units using one of two methods: 1) direct charge

method or 2) pooled cost method.

The direct charge method is used whenever CSS employees are assigned to specific

business unit capital or operating projects. Using the direct charge method, CSS department

employees' direct labor, benefits, business travel, andlor any other costs incurred are charged

7

8

9

10

ll
l2

l3

l4

15

l6

t7

18

19

20

2T

22

23

24

25

26

27



1

2

J

4

5

6

7

8

9

10

11

t2

13

14

15

I6

l7

Docket No. 2018-0388
KWSC.T.2OO

Witness: Carrasco

directly to business unit capital and expense projects each month. However, when it is not

possible to use the direct charge method, the pooled cost method is used. The direct charge

method cannot be used for services provided by CSS department employees that benefit two or

more business units. These indirect CSS department costs are allocated to business units using

the four-factor allocation method.

Prior to 2013, the four-factor cost (non-direct charged) affiliated expenses were allocated

to the respective business units on a department by department basis. Thus, there were

allocations from each of the shared functions departments previously mentioned. Beginning in

2013, a department called Public Company ("PubCo") was created to accumulate the respective

expenses of the different CSS departments which are then allocated as a line item to the

respective business units. Thus, the PubCo department provides the line item detail visibility

while Hawaii Water receives one monthly expense entry. This is allocated to the individual

business units using the four-factor allocation method.

The CSS departments' whose expenses are allocated through PubCo to CWSG's

subsidiaries provide a direct benefit to the subsidiaries by reducing overall operating costs.

Many of the centralized functions that are shared among the subsidiaries are shown on the table

below:

Group
Functions/Departments Group's Corporate and/or Shared Service Function Responsibilitv
General Office Corporate costs including BOD fees, property and liability insurance, audit fees, RSA, SEC,

common stock fees, etc.
Treasurer, CFO Establishes, maintains and enforces Corporate Financial Governance including strategy, policy,

standards, practices and programs as well as lnvestor Relations, lnternal and Management
Reporting, Financial Planning and Forecasting, Corporate Policy for Treasury, Cash Management,
Risk Management, Corp Borrowings, Stock, Pensions, Process lmprovement, etc. All corporations
must have a Treasurer.

lnternal Audit Establishes, maintains and enforces Corporate Audii Governance including audit policy and
procedures, SOX Compliance and reporting, coordination of all external and 3rd party audit
services for entire enterprise. Provides a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control, and governance processes.

Legal Establishes, maintains and enforces various legal activities including budget, strategy, and case
management for the entire enterprise.

Controller and Financial
Reporting and
Accounting shared
services

Establishes, maintains and enforces External Financial Reporting Governance including
Corporate Policy and Controls, Enterprise Accounting Operations, Corporate Consolidations, SEC
Reporting, External Audit coordination, Payroll, etc.

CEO. President Sets and oversees the execution the Corporate vision and strategy, Corporate governance and
plans, lnvestor Relations. Manages Corporate Directors, Subsidiary General Managers, etc. All
corporations must have a President.

8
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Corporate Secretary Leads the Company's compliance efforts with respect to legislative and regulatory developments
affecting corporate governance. Responsible for anticipating and addressing corporate
governance/reputation risks, develops independent standards for the Board of Directors and their
committees, develops Company's governance principles and policies. All corporations must have
a Corporate Secretary.

Continuous
lmprovement

Supports the Continuous lmprovement process for the entire enterprise.

lT Security and
Compliance

Responsible for all lT cyber security, SOX compliance, Data Room configurations, and ensuring
company is compliance with various standards such as NIST, PCl, etc.

lT lnfrastructure Responsible for all lT network architecture to ensure goal of 99.999% uptime of hardware,
servers, phone lines, etc.

Finance Supports the enforcement of Corporate Financial Governance, includes risk management,
treasury, planning and analysis activities.

Management
Development

Establishes, maintains and enforces Management Development governance including strategy,
policy, standards, practices and programs for entire enterprise. Ensures the enterprise has active
program that identifies or attracts, develops and retains resources for future key position within the
enterprise.

lT Technical Support Responsible for lT User trouble shooting, help desk, phones, websites, etc.
Human Resource
Administration

Establishes, maintains and enforces Human Resource governance including policy, standards,
practices and programs for entire enterprise.

lT Governance
/Administration

Establishes, maintains and enforces lT Governance policy, standards, practices and programs for
the entire enterprise.

Corp Communications Establishes, maintains and enforces all Corporate Communication governance including policy,
standards and procedures leading to the design, development and approval of content whether
verbal, written or display material for entire enterprise.

In Hawaii Water's most recent case for its Ka'anapali, Pukalani and Waikoloa districts,

Hawaii Water and the Consumer Advocate agreed to remove incentive compensation as well as

certain other expenses from account 791000 from the overall allocation of affrliated charges to

the district.s While KWSC believes that incentive compensation is an important part of a regular

compensation package that retains talented individuals in a competitive market, this adjustment

was applied in this rate case to affiliated charges that are allocated to KWSC, consistent with the

stipulation that the Commission adopted from the Ka'anapali, Pukalani and Waikoloa cases.

KWSC and HWSC reserve the right to re-advocate this issue in future rate cases.

The test year affiliated charges expense is based on a three-year average from 2016 -
2018 of the adjusted allocation. The following table summarizes affiliated charges expense for

KWSC:

5 Decision and Order No. 33908 filed on September 12,2016 in Docket No. 2015-0230 at32; Stipulation of the
Parties for Full Settlement filed on July 22,2016 in Docket No. 20 l5-023 0 at 14 and26 - 27; Proposed Decision
and Order No. 34822 filed on September 75,2017 in Docket No. 2015-0236 at31; Proposed Decision and Order
No. 35878 filed on November 15, 2018 in Docket No. 2017-0450 at32-33; Proposed Decision and Order No. 35877
filed on November 13, 2018 in Docket No. 2017-0449 at34-36.

9
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Division Affiliated Charges Exhibit Reference

KWSC Water $101,687 KWSC Water 8.12

KWSC Sewer $55,684 KWSC Sewer 8.11

2 Table 206. Affiliated Charges Expense.

J

4 Details of affiliated charges expense for each division can be found in the corresponding Exhibits

5 listed in the table above.

6

7 Outside Services

8

9

l0

11

t2

Outside services expenso is organized using the following categories: legal expense, other

outside services, and training consultants. Outside services is comprised of technical fees,legal

fees, and other consulting services. Outside services expense was estimated for the test year by

taking a three year average from 2016 - 2018 of CPl-adjusted recorded expenses. The following

table summaizes outside services expense for KWSC:

Division Outside Services Exhibit Reference

KWSC Water

KWSC Sewer

$9,025

$6,2r9

KWSC Water 8.13

KWSC Sewer 8.12

13

l4

l5

t6

t7

18

L9

20

2t

22

23

Table 207. Outside Services Expense.

Details of outside services expense for each division can be found in the corresponding Exhibits

listed in the table above.

Repairs and Maintenance

Repairs and maintenance expense is organized using the following categories: source of

supply, pumping, water treatment, transmission and distribution, other production and

distribution, and administrative and general. In Hawaii Water's accounting system, certain

expenses are grouped with repairs and maintenancer chemicals, materials and supplies, waste

disposal. These amounts are deducted from the total repairs and maintenance expense so that

10
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1 these expenses are not double counted. Repairs and maintenance expense is estimated for the

2 test year by taking a three year average from 2016 - 2018 of CPl-adjusted recorded expenses.

3 The following table summarizes outside services expense for KWSC:

Division Repairs and Exhibit Reference

Maintenance

KWSC Water $92,007 KWSC Water 8.14

KWSC Sewer $108,633 KWSC Sewer 8.13

4 Table 208. Repairs and Maintenance Expense.

5

6 Details of repairs and maintenance expense for each division can be found in the corresponding

7 Exhibits listed in the table above.

8

9

10

l1

T2

13

74

15

l6

I7

l8

Rents

Rents expense consists of expenses related to existing leases. The actual amounts

payable under existing property leases for the administrative offices in the Waikoloa Highlands

Shopping Center in Waikoloa and the Waikoloa Base yard were allocated to KWSC. The

Waikoloa Highlands Shopping Center lease ends in October 2019, two months before the end of
the test year. KWSC annualized the monthly cost of the lease for the purposes of the rate case.

KWSC Water also has a lease with the Department of Land and Natural Resources,

which is included in the test year expense. The following table summarizes rents expense for

KWSC:

Division Rents Exhibit Reference

KWSC Water

KWSC Sewer

$23,333

$ 13,312

KWSC Water 8.15

KWSC Sewer 8.14

Table 209. Rents Expense.

11
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1 Details of rental expense for each division can be found in the corresponding Exhibits listed in

2 the table above.

J

4 Insurance

5 Insurance expense is estimated using costs allocated from Cal Water to Hawaii Water GO

6 DepartmentT90. These costs are then allocated to the Hawaii business units using the four-

7 factor methodology. The test year insurance expense is based on a quote from Marsh Insurance

8 for 2017118. The 2018/19 quote was not available when the application was prepared. The test

9 year insurance estimate will be revised once the 20l8ll9 figure is available. The following table

10 summarizes insurance expense for KWSC:

Division Insurance Exhibit Reference

KWSC Water

KWSC Sewer

$10,352

$5,713

KWSC Water 8.16

KWSC Sewer 8.15

1l

T2

13

T4

15

l6

l7

18

t9

20

2T

22

23

24

Table 210. Insurance Expense.

Details of insurance expense for each division can be found in the corresponding Exhibits listed

in the table above.

Regulatorv

Regulatory expense includes expected work and activities related to completing this rate

case. These functions include preparation and filing expense, discovery and settlement expense,

and hearings and briefing expense. Regulatory expense also includes the cost of the cost of

service studies and depreciation studies. The total rate case expense is estimated to be $211,000

and $210,000 for KWSC Water and KWSC Sewer, respectively. In order to plan and make the

best use of its resources, KWSC proposes a four-year amortization period for regulatory

expenses, which is based on a four-year rate cycle.6 The following table summarizes regulatory

expense for KWSC:

6 KWSC's rates were last increased in 2015 in Decision and Order No. 32944 hled on September 10, 2015 in
Docket No. 2013-0375, and the rates to be approved in the present rate case are expected to become effective in
2019.

t2
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Division Regulatory Exhibit Reference

KWSC Water $52,750 KWSC Water 8.17

KWSC Sewer $52,500 KWSC Sewer 8.16

1 Table2ll. Regulatory Expense.

2

3 Details of regulatory expense for each division can be found in the corresponding Exhibits listed

4 in the table above.

5

6

7

8

9

10

11

l2

l3

l4

15

t6

t7

18

t9

20

2l

22

General and Administrative

General and administrative expense is organized using the following categories: office

expense and miscellaneous general and administrative expense. Office supplies expense consists

ofexpenses related to postage, telephone expenses, stationary and printing, bank fees, travel and

incidental oxpense, meals during travel, training and seminars, conferences, and internal projects.

Test year general and administrative expense was estimated by taking a three-year average from

2016 - 2018 of CPl-adjusted recorded expenses. The following table summarizes general and

administrative expense for KWSC:'

Division
General and

Administrative
Exhibit Reference

KWSC Water $33,343 KWSC Water 8.19

KWSC Sewer $25,024 KWSC Sewer 8.18

Table 212. General and Administrative Expense.

Details of general and administrative expense for each division can be found in the

corresponding Exhibits listed in the table above.

Customer Accounts

Customer accounts expenses includes customer records, other stationary and print,

telephone expenses, other utilities and janitor expense, and uncollectible accounts expense. The

test year customer accounts expense was estimated by taking a three year average from 2016 -

13
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1 2018 of CPl-adjusted recorded expenses. The following table summaizes customer accounts

2 expense for KWSC:

Division Customer Accounts Exhibit Reference

KWSC Water 914,564 KWSC Water 8.20

KWSC Sewer $9,588 KWSC Sewer 8.19

3 Table 213. Customer Accounts Expense.

4

5 Details of customer accounts expense for each division can be found in the corresponding

6 Exhibits listed in the table above.

7

8 Q. Does this conclude your testimony?

9 A. Yes, it does.

t4
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KONA WATER SERVICE COMPANY GENERAL RATE CASE

DIRECT TESTIMONY OF MARTIN ROUSH

Introduction

a. Please state your name, position, and business address.

A. My name is Martin Roush. I am the Capital Delivery and Wastewater Manager of Hawaii

Water Service Company, Inc. ('oHawaii Water"). Kona Water Service Company ("KWSC") is a

wholly-owned subsidiary of Hawaii Water. My business mailing address is 2010 Honoapiilani

Hwy, Lahaina, HI 96761.

a. Please summarize your educational background and professional experience.

A. I received a Bachelor of Science in Electrical Engineering 1988 and Master of Science in

Civil Engineering 1995 both from the University of Arizona. I also received a Master of Public

Administration ("MPA") from the University of Guam in20l2.

I am a licensed Professional Civil Engineer in Aizona, California, Hawaii, and Guam. I

am also a licensed Professional Electrical Engineer in Arizona. My Operators Certification

includes Hawaii Department of Health Wastewater Treatment Operator IV, Water Distribution

Operator IV, and Water Treatment Operator II. I also hold a certificate as a Certified Public

Manager from Arizona State University.

I worked as an Engineer for the City of Tucson from 1985 to 1995. From 1995 to 1999,I

worked as a Construction Manager for various engineering firms. I worked as a Division

Manager for the Town of Oro Valley, AZ from 1999 to 2001. From 2001 to 2006,I worked as

the Public Works/Utility Director for the Town of Sahuarita, AZ. I worked as the City Manager

for the City of Benson, AZ from 2006 to 2008. From 2009 to 2014,I worked as the General

Manager for the Guam Waterworks Authority. My previous position with Hawaii Water as

Assistant General Manager was from 2014 -2018. I have been in my current position as Capital

Delivery and Wastewater Manager since 2018.

I
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I Q. What is the purpose of your testimony in this proceeding?

2 A. The purpose of my testimony in this proceeding is to support capital investment projects

3 made by KWSC since its last rate case.

4

5
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l
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Capital Improvement Proiects and Svstem Descriptions

a. Please describe the capital improvements that have been made by KWSC since its

last rate case, Docket No. 2013-0375.

A. KWSC has made a number of capital improvements for its water and wastewater systems

since the last rate case. Additionally, KWSC plans to make several capital improvements during

the Test Year. Exhibit KWSC-T-301 provides a description and justification for each capital

improvement project greater than $25,000.

a. Please describe KWSCos water system, water treatment plant, wastewater system,

and wastewater treatment plant.

A. By way of background, the following are descriptions of KWSC's water system, water

treatment plant, wastewater system, and wastewater treatment plant to which the capital projects

described in Exhibit KWSC-T-301 apply.

'Wafer Svstem Well Field)

KWSC's water system is currently comprised of five wells, Kona Huehue Ranch ("HR")

Well HR-1 through H-5, which provide water to the Kukio, Maniniowale, Stroud, and Makalei

water systems. Four of these wells-HR-l, HR-2, HR-3, and HR-4-pump into storage Tank A

and Tank B. Tanks A and B both hold 500,000 gallons at an elevation of 1,600 feet with a

combined storage of 1 million gallons. Booster B pumps to Tank #1 from Tanks A and B at an

elevation of 1,815 feet. HR-5 pumps into the transmission system downstream of Tank #1. Tank

#I gravity feeds down to the KWSC Reverse Osmosis ("RO") Water Treatment Plant ("RO

Plant") via a transmission line. HR-5 connects to the transmission system downstream of Tank

#t.
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1 After flowing through the RO Plant, the treated potable water is stored onsite in a

2 500,000 gallon tank at an elevation of 620 feet. The water then gravity flows to two tanks,

3 1,000,000 gallons and 500,000 gallons, with a combined storage of 1.5 million gallons adjacent

4 to each other at an elevation of 312 feet. As noted above, water from these tanks serve the

5 Kukio, Maniniowale, Stroud, and Makalei communities.
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Osmosis Water Treatment Plant

The RO Plant was constructed in 2005 and consists of an Anti-Scalant Addition System,

Pre-filters, RO Membranes Assembly, Blending System, Sodium Hexa-Meta-Phosphate

("SHMP") Addition System, Sodium Hypochlorite Addition System, and Degasification System.

The total system is computer controlled utilizing a Process Logic Controller ("PLC"). The total

system was designed and supplied by Enaqua to reduce minerals and other contaminants from

the water source.

The overall primary purpose of the RO System is to remove dissolved salts/minerals,

suspended particles and organic matter from the feed water. The RO System is a single pass

unit. The RO membrane elements are spiral wound, thin film composite type. The RO

membrane elements are housed inside pressure vessels. One to seven RO elements are arranged

in the pressure vessels. These elements are in series within the pressure vessels.

The Anti-Scalant Addition System injects measured volumes of an anti-scaling chemical

into the process stream to prevent the precipitation of sparingly soluble salts like calcium sulfate

and silica within the process piping and on the RO membrane surfaces. An excess build-up of

these salts results in membrane fouling and reduces the effectiveness of the process. The Anti-

Scalant Addition System allows for sustained and enhanced performance of the RO membranes.

The primary function of the RO Pre-Filters is to remove small suspended particles from the feed

water, protect the RO membranes from fouling, and encourage static mixing of pretreatment

chemicals. The pre-f,rlter works by removing any suspended solids greater than 5 microns. By

removing the larger suspended solids, the pre-filter allows the RO membrane filter to process a

greater volume of water. The RO pre-filter protects the RO membranes and ensures
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the RO membrane is not retired prematurely. The pre-filter is a basic filter system similar to the

function of a coffee filter, except the pre-filter requires pressure to drive the high head-loss

across the filter.

The purpose of the Blending System is to add back some dissolved minerals to the post

ROtreated high-purity water to improve the taste of the potable water and to augment final

potable water capacity to meet the system demand.

The SHMP Addition System injects measured volumes of SHMP into the product water

prior to distribution. Product water from the RO system is aggressive and can corrode equipment

in the distribution system. SHMP acts as a corrosion inhibitor and prevents the corrosion of the

piping system in the distribution system. Without the SHMP corrosion inhibitor pipes, fittings,

and system components in the distribution system would corrode at a much faster rate, thus

reducing the life of the distribution system.

The Degasification System removes carbon dioxide from the process stream. Carbon

dioxide can be naturally occurring in the water source or can form when acid is dosed into the

feed water for pH control. The degasification system consists of two tall cylindrical towers.

Each tower is packed with a bed of plastic packing material. The water is pumped to the top of

each tower and allowed to cascade down the packing material while a draft of forced air is

introduced by a blower from the bottom of the tower. This process removes carbon dioxide.

A train is a bank of pressure vessels that houses the RO membranes. Each train consists

of 12 pressure vessels connected in parallel. Each pressure vessel directs pressurized water

through seven RO membranes connected in series providing the RO treatment process.

Each RO train produces two types of effluent: permeate, which is the fresh water, and

concentrate, which is the brine. The permeate water is recovered and used as potable water for

the drinking water supply. The concentrate water is sent to the golf course irrigation lake to be

used for irrigation.

Wastewater System

The KWSC wastewater system consists of gravity sewer mains, numerous sewer

manholes, and nine Sewer Pump Stations ("SPS") to collect and transport domestic wastewater

to the Kukio Wastewater Treatment Facility ("Kukio WWTP"). Two of the nine stations are
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I privately owned but maintained by KWSC. The SPS takes sewage from a lower elevation and

2 lifts it to a higher elevation where it can resume flowing downhill by gravity or under force main

3 conditions toward the Kukio WWTP. SPS 1, 3,4,5,6, and 7 have automatic backup emergency

4 electrical generators and transfer switches. SPS 2 is backed up by the Kukio Beach Club

5 emergency generator. The general layout of the pump stations consists of two submersible

6 wastewater pumps mounted on a rail system in a wet well. This configuration is ideal for

7 maintenance by the operators without having to enter into the confined space.
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Kukio Wastewater Treatment Facilitlr ("Kukio WWTP")

The Kukio WWTP is located on Hawaii island along Highway 19, north of the Kona

International Airport. The plant treats wastewater from the Kukio community, which is

comprised of roughly 200 homes with approximately 20-30 of those homes being full-time

residences and the rest being vacation residences. The average daily flow of the Kukio WWTP

ranges between 30,000 and 55,000 gallons per day ("GPD"). During the peak holiday week of

Christmas to New Year's, the flows into the Kukio WWTP have spiked to up to 100,000 GPD

and sometimes greater flows.

The Kukio WWTP is a Class 2 secondary treatment plant which uses "Moving Bed

Reactor" ("MBR") contactors for secondary treatment. The use of the abbreviation "MBR" for

"Moving Bed Reactor" may be somewhat confusing given the widespread use of "MBR" for

"Membrane Bioreactor" in current wastewater treatment parlance. However, in the context of

the Kukio WWTP, "MBR" refers to Moving Bed Reactor. The MBR treatment system was

supplied by Pacific Keystone Technologies, a company that is no longer in business. This

technology is a hybrid of Moving Bed Bioreactor ("MBBR") and Rotating Biological Contactor

("RBC"). It uses fixed-film biological growth on plastic media (similar to MBBR). However,

rather than using compressed air bubbled through the media for oxygenation, as is the case in the

MBBR process, the media is kept in large rotating baskets, which tumble the media above the

water surface in the reactor tank to oxygenate the surface of the media, as is the case in the RBC

process.
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The Kukio WWTP currently operates with a screened raw sewage equalization basin,

three MBR tanks (each with four rotating baskets of media) and their associated primary and

secondary clarifiers, and an infiltration pond for effluent disposal. The biosolids are treated by

aerobic digestion and are periodically transferred to a sludge bagger for dewatering, and then

completely air dried and disposed of in a landfrll.

a. Please describe the importance of replacing pumping equipment in KWSC's well

field.

A. As described in more detail in Exhibit KWSC-T-301, several of KWSC's capital

improvement projects involved the replacement of failed pump equipment. The wells in

KWSC's well field are more than 1000 feet deep which places great stress on the pumps and

motors even during normal operation. While the pumps and motors are designed to operate at

these depths, regular operations can cause the equipment to fail. KWSC does not have

interconnections with other nearby systems, so when pumping equipment fails, there is no

additional water supply to supplement demand while the well is brought back online. The

demand is either met by running other wells in KWSC's well field for longer than normal

periods of time, or in some cases, KWSC notifies its customers of mandatory conservation

measures until the well is back online. Therefore, replacement of failed well pumps in an

expeditious manner is critical to the resilience of KWSC's water system.

Failure to replace failed well pumps can result in mandatory conseryation measures,

water shortages, and costly repairs. For example, the Hawaii County Department of Water

Supply ("HCDWS") issued various degrees of water conservation mandates for most of 2017 in

its North Kona District due to numerous well failures. In June 2017, five of the HCDWS's l3

system wells were simultaneously inoperative and HCDWS had to issue emergency restrictions

limiting water use to only health and sanitation purposes. This was more severe thanthe25oh

mandatory restriction that had been in place for earlier in2017 in the North Kona District.

Similarly, in2017, both wells operated by KWCR Corporation, dba Kohala Ranch Water

Company ("KRWC") failed simultaneously. As a result, KRWC did not have a water source for

its customers.
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I These two examples demonstrate the serious and adverse impacts of well pump failures

2 and the resulting loss of water supply on public health and welfare. Moreover, pump failures can

3 result in the loss of economic value of landscaping that could not be irrigated and the loss of

4 confidence by the public in their water systern if well pumps are not maintained or replaced on a

5 proactive and expeditious manner. Therefore, KWSC prioritizes the replacement of pumping

6 equipment on a prudent schedule to ensure a reliable and resilient water system.

7

8 Q. Does this conclude your testimony?

9 A. Yes, it does.

7
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726 - HR-1 Well Pump Replacement
Project lD / WO 103799
Project Cost: $101,064
Description:

Well HR-1 (State Well No. 4559-01) is located in the Keauhou Aquifer at an elevation of
1 ,592 feet. HR-1 was constructed around 1984 or 1985. HR-1 has a capacity of 350
gallons per minute ("gpm") with a 200 horsepower pump. HR-1 taps the island's basal
lens, where fresh water floats on underlying salt water.

Project 103799 consisted of the replacement of the HR-1 well pump. Replacement of
the full pumping assembly equipment was needed to return the well pump back into
operation. Full pumping assembly equipment includes the submersible pump, motor
protector, compiling, submersible motor, check value, and protection (epoxy coating).
The HR-1 well pump failed due the age of the pump. The pump was over seven years
old and the pump capacity declined over time. HR-1 is critical for operations because it
supplements HR-2, HR-3, and HR-4 in providing drinking water to the Kona Water
System. HR-1 is also a crucial part of the Time of Use ("TOU") energy conservation plan
to reduce electric energy use, bringing down the cost for electric power from Hawaii
Electric Light Company.

The project was completed on 1010612016 at a total cost of $148,623. The total project
cost is broken down in the table below.

HR1 Well Pump $139,329.77
Capitalized lnterest $ 11,42.17
BNS Reclass $ 2.26
Overhead $ 5,602.09
Labor $ 2,496.74
Other $ 49.99
Total $148,623.02

Pursuant to the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $101,064.
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726 - HR-1 Well Pump Replacement
Project lD / WO 1'18614
Project Gost: $44,313
Description:

Well HR-1 (State Well No. 4559-01) is located in the Keauhou Aquifer at an elevation of
1 ,592 feet. HR-1 was constructed around 1984 or1985. HR-1 has a capacity of 350
gpm with a 200 horsepower pump. Well HR-1 taps the island's basal lens, where fresh
water floats on underlying salt water.

Project 118614 was a pump replacement project, completed because the submersible
well pumping equipment in HR-1 failed. A month after Project 103799 was put in
service, the torque of the pump sheared off the structure support of the discharge head
The well pump and column shaft had fallen to the bottom of the well after a connector
coupling on the column broke apart, causing the equipment to drop roughly 120 feet.

The well pump is needed to supplement HR wells 2-5 in providing water supply to the
Kukio community and to aid in balancing pump runtimes and well rest periods. lt also
allows KWSC to balance water quality that is sent to the RO plant. Keeping the HR-1
pump online increases reliability of KWSC's water production system.

This project will be completed in 2019 at an estimated total cost of $65,000. Pursuant to
the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final cost or
$44,313.
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726 - HR-2 Well Pump Replacement (20141
Project lD / WO 99772
Project Cost: $102,438
Description:

HR-2 (State Well No. 4459-01) draws water from the Keauhou Aquifer and is located at
an elevation of approximately 1,500 feet. HR-2 has a capacity of 500 gallons per
minute (gpm) with a 300 horsepower pump. HR-2 taps the island's basal lens, where
fresh water floats on underlying salt water,

Project 99772 replaced the well submersible pump at HR-2. Due to corrosion and wear
of the pump bowls, the pump capacity declined over time. After some time, the well
pump at HR-2 simply failed and could not be repaired. Well pump HR-2 is needed to
maintain water supply to the Kukio, Maniniowale, Stroud, and Makalei communities.

The chronology of the three HR-2 projects is as follows:
- ln October 2014, KWSC completed Project 99772 the installation of a new pump
- ln April 2017, t(/t/SC completed Project 109757 installation of a new pump.
- ln September 2017, KWSC completed Project 114639 which installed a new

motor and motor protector.

ln October 2014, KWSC completed the subject Project 99772 and installed a new pump
when because the HR-2 submersible pump failed due to corrosion of the pump bowls
and the flow from the well dropped to 0 gpm.

The project was completed on 1013112014 at a total cost of $150,644. The total project
cost is broken down in the table below.

HR-2 Well Pump $ 63,174.13
Other $ 87.469.77
Total $150,643.90

Pursuant to the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $102,438.
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726 - HR-2 Well Pump Replacement (April 20171
Project lD / WO 109757
Project Cost: $64,054
Description:

Project 109757 consisted of replacing the HR-2 well pump in 2017. The HR-2 well pump
motor had failed, and as a result, three wells were simultaneously out of service in the
Kona well field (Wells HR-1, HR-2 and HR-4 were all out of service at this time). As a
result of the pump failures, water storage tank levels approached critically low levels.
Unless the Well HR-2 pump was immediately replaced, KVVSC would not have been
able to maintain sufficient fire flow and line pressure while sustaining the minimum
water storage tank levels for fire suppression.

The chronology of the three HR-2 projects is as follows:
- ln October 2014, KWSC completed Project 99772 the installation of a new pump
- ln April 2017, KWSC completed Project 109757 installation of a new pump.
- ln September 2017, KWSC completed Project 114639 installation of a new

motor.

ln April 2017, KWSC completed Project 109757 installation of a new pump.The pump
flow declined over time and when the pump was pulled, KWSC discovered that the
pump bowls and the impeller blades had major damage.

The project was completed in 0412012017at a total cost of $94,198. The total project
cost is broken down in the table below.

HR2 Well Pump
Replacement

$ 84,604.79

Capitalized lnterest $ 34.71
Overhead $ 7,046.25
Labor $ 2.511.81
Total $ 94,197.56

Pursuant to the 199'1 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $64,054.
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726 - HR-2 Well Motor & Motor Protector Replacement (September 20171
Project lD / WO 114639
Project Cost: $111,601
Description:

Project 114639 consisted of replacing the submersible well motor and motor protector
with a new motor and motor protector. The motor and motor protector that failed had
been in service since 2012. At the time, three out of five well pumps (HR-1 , HR-2, and
HR-4) were offline awaiting repairs. The wells that were in operation (wells HR-3 and
HR-5) were challenged to keep up with water demand. These wells were operating
around the clock despite having a conservation notice in place. Because the well
equipment was being run continuously for extended periods of time, the water quality at
HR-3 began showing signs of degradation including increases in chloride concentration
and electrical conductivity. When a well is not running, the aquifer can recharge so that
water quality can be improved, Further, operators can manage water quality by
balancing the amount of pumping across the well field, which allows for increased and
more consistent water quality. To that end, HR-2 needed to be brought back online as
soon as possible to supplement the water supply, provide relief for HR-3 and HR-5, and
ensure reliable water service to KWSC's customers.

The chronology of the three HR-2 projects is as follows:
- ln October 2014, KWSC completed Project 99772 the installation of a new pump
- ln April 20'17, l(/r/SC completed Project 109757 installation of a new pump.
- ln September 2017, KWSC completed Project 114639 installation of a new

motor.

The project was completed in 09/1712017 at a total project cost of $164,1 19. The table
below breaks out the cost.

HR-2 Well Pump
Equipment

$ 68,541.23

Capitalized lnterest $ 214.25
Overhead $ 21,378.91
Labor $ 3,905.18
Other $ 70,079.65
Total $164,119.22

Pursuant to the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $111,601.
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726 - HR-3 Well Pump Replacement (2016)
Project lD / WO 102722
Project Cost: $117,190
Description:

Well HR-3 (State Well No, 4558-01) is located in the Kiholo Aquifer at an elevation of
1 ,541 feet. HR-3 began pumping in the early 1990s. HR-3 has a capacity of 500 gpm
with a 300 horsepower pump. HR-3 taps the island's basal lens, where fresh water
floats on underlying salt water. HR-3 is important because the well is one of the higher
production wells for the Kukio potable water system.

Project 102722 involved replacing the HR-3 well pump. At the time, the HR-3 well pump
was out of service due to a motor failure in October 2014. As a result, pump equipment
needed to be replaced in order to produce water from the HR-3 well. Replacement of
the well pump equipment was also needed to allow down time for maintenance of other
pumps and aquifer recharge of the other HR well sites.

The project was completed on 0212212016 at a total cost of $172,338. The total project
cost is broken down in the table below.

HR-3 Well Pump $164,687.50
Capitalized lnterest $ 112.48
Overhead $ 6,696.59
Labor $ 841.38
Total $172,337.95

Pursuant to the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $1 17,189.81 .
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726 - HR-3 Well Motor and Motor Protector Replacement (2019)
Project lD / WO 119302
Project Cost: $99,302
Description:

Project 119302 consists of the replacement of the HR-3 motor and motor protector. The
motor and motor protector were damaged due to an electrical failure in the motor control
center (MCC) panel. An inspection of the MCC panel revealed that the short circuit was
caused by a gecko entering the panel. All access into the MCC panel has since been
sealed off. I(\//SC needs to replace this well pump equipment in order to keep up with
water system demand, to allow down time for maintenance of other pumps, and to
recharge the other HR well sites.

This project will be completed in 2019 at an estimated cost of $146,033. Pursuant to
the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final cost or
$99,302.

Page 7



Docket No.2018-0388
KWSC-T-301

Witness: Roush

726 - HR-4 Well Pump & Equipment Replacement (2018)
Project lD / WO 112204
Project Cost: $177,751
Description:

Well HR-4 (State Well No. 4459-01) is located in the Keauhou Aquifer at an elevation of
'1,550 feet. HR-4 began pumping in the early 1990s. HR-4 has a capacity of 500 gpm
with a 300 horsepower pump. HR-4 taps the island's basal lens, where fresh water
floats on underlying salt water.

Project 112204 consisted of replacing the well pump equipment at Well HR-4 because it
failed. The pump's flow output rate had been down to 350 gpm from the normal
operating range of 580 - 600 gpm. The flow rate eventually dropped to zero when the
motor protector shaft failed. The previous pump equipment had been installed in 2010.
The pump facility pumps water to supply potable water to the Makalei, Stroud, Kukio,
and Maniniowale communities. Replacement of the well pumping equipment at HR-4
was essential to ensure continuous water supply to these communities.

The project also consisted of the replacement of corroded 6" black iron national pipe
thread ("NPT") threaded column pipe with 6-inch galvanized API I round threaded
column pipe. The replacement column pipe was necessary to extend the life of the well
at HR-4 because the previous column pipe was heavily corroded. Further, the previous
pipe was threaded NPT, which isn't recommended for columns as deep as HR-4. The
replacement galvanized pipe is threaded API B round, which is a deeper, tapered thread
designed to "lock" the pipe together by providing more interlocking surface area. This
thread design is also better suited to support the heavy weight of the submersible
pumping equipment. The replacement column pipe is needed to keep the water
pumping equipment at HR-4 operational. Life expectancy of the equipment is 5-10
years.

The project was completed at a total cost of $261,399 on 0411012018. The total project
cost is broken out in the table below.

HR-4 Well Pump
Equipment

$202,604.38

Capitalized lnterest $ 1,339.37
BNS Reclass $ 87.60
Overhead $ 23,097.53
Labor $ 5,807.33
Retirements $ 28,462.50
Total $261.398.71

Pursuant to the 1991 Makalei Agreement, KWSC's cost was adjusted to 68% of the final
cost or $177,751.
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726 - HR-s Well Pump, Motor, and Motor Protector Replacement (2019)
Project lD / WO 1 19543
Project Gost: $201,940
Description:

Well HR-5 supplies water to the Kukio and Maniniowale communities and is normally
run to help maintain water level in Tank A, Tank B, and Tank 1 when demand is high.
HR-5 is also equipped with a power transfer switch and stand by emergency generator

Project 119543 consists of removing the well pumping equipment at HR-5 to inspect its
condition and replacing the entire assembly. The well pumping equipment at HR-5 failed
on 11113/18. During troubleshooting, KWSC discovered that the motor winding on the
center phase had shorted and required replacement. When the equipment was pulled,
KWSC further discovered that the motor was "locked" and the motor protector and
pump were difficult to turn when rotated by hand. The pump shroud and check valve
were also badly corroded and needed to be replaced.

This is an emergency project because currently there are only two active wells to supply
Kukio, Maniniowale, and Makalei communities, and KWSC needs HR-5 to be
operational to ensure that it has an adequate supply of water for said communities.

The project is expected to be placed in service in 2019 at an estimated cost of
$201,940.
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726 - HR-s Power Transformer
Project lD / WO 114685
Project Gost: $58,214
Description:

Project 114685 consisted of replacing the power transformer at HR-5. The step-up
transformer is required to bring the existing voltage up from 480 Volts to the required
motor voltage of 2,411 Volts. Replacement of the power transformer at HR-S was
necessary to ensure reliable, trouble free operation of HR-5. Because oil was leaking
from the seals at the connection terminals, the transformer experienced trouble with
burnt connection terminals and its exterior was badly rusted. Replacement of the seals
was not recommended by the manufacturer or technicians because the overall condition
of the transformer casing was poor. Without the power transformer, well HR-5 would not
be able to pump water.

Project 114685 was completed in 1111712017 ata cost of $58,214. The cost is broken
out in the table below.

HRS Power
Transformer

$49,808.02

Capitalized
lnterest

$1.01

Overhead $7,621.53
Labor $770.58
BNS Reclass $12.90
Total $58,214.04
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726 - Pre-Filter Pressure Vessel
Project lD / WO 93477
Project Gost: $79,690
Description:

Project 93477 consisted of the addition of one new Pre-Filter Pressure Vessel to the
existing two Pre-Filter Pressure Vessels at the KWSC Reverse Osmosis ("RO") Water
Treatment Plant (the "RO Plant"). Having a third Pre-Filter Pressure Vessel allows
KWSC to perform maintenance on one Pre-Filter Pressure Vessel while the other two
remain in operation, which improves service reliability.

The project was completed on 1110212016 at a cost of $79,690. The cost is broken
down in the table below.

Pre-Filter Pressure
Vessel

$ 74,171.70

Capitalized lnterest $ 578.20
Overhead $ 1,302.61
Labor $ 3,236.95
Other $ 400.93
Total $ 79,690.39
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726 - Pre-filter Skid Platform
Project lD / WO 97224
Project Cost: $30,873
Description:

Project 97224 consisted of installing a new 10 foot x 4 foot x 6 foot working platform
with stairs and railing in the pre-filter gallery at the RO Plant. The RO Plant previously
did not have an operator platform for operators to access the pressure vessel lids in
order to change and maintain the pre-filter bags. Before the platform was constructed,
the plant operator would have to climb onto the plumbing in order to access the
pressure vessel lids and pre-filter bags, which presented a serious safety hazard due to
the potential for falling or other injury, The new platform significantly reduces this safety
risk.

The project was completed on 1110212016 at a cost of $30,873. The cost is broken
down in the table below.

Pre-filter Skid
Platform

$ 12,499.92

Capitalized lnterest $ 166.72
Overhead $ 686.23
Labor $ 16,782.67
Other $ 737.15
Total $ 30,872.69
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726 - RO Membrane Train B
Project lD / WO 97229
Project Cost: $54,241
Description:

A membrane train is a bank of pressure vessels that house the RO membranes. Each
train contains 12 pressure vessels connected in parallel. Each pressure vessel directs
pressurized water through seven RO membranes connected in series, which, in sum,
comprises the RO treatment process.

Each RO train produces two types of effluent: permeate, which is the fresh water, and
concentrate, which is the brine. The permeate water is recovered and used as potable
water for the drinking water supply. The concentrate water is sent to the golf course
irrigation lake to be used for irrigation.

Project 97229 consisted of the replacement of the RO membranes within Train B of the
RO Water Treatment Plant. Prior to this replacement, the flow rate of Train B had
decreased below expected levels. The life expectancy of the RO membrane, which is
normally five to seven years, is a function of the water quality being treated, Recently,
due to the age of the filters, water quality in the permeate began to deteriorate because
salt was passing through the filters. ln addition the flow rate out of Train B began to
deteriorate. The project was needed to provide a higher quality permeate and increase
the flow rate in Train B.

The project was completed on 0912112018 at a cost of $54,241. The cost is broken
down in the table below.

RO Membranes
Train B

$37,782.00

Overhead $7,387.36
Other $1,062.25
Labor $7,443.29
AFUDC $220.84
BNS Reclass $345.09
Total $54,240.83
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726 - RO Plant SCADA Gomputer & Software Replacement
Project lD / WO 112030
Project Cost: $39,445
Description:

A fully functional SCADA system provides, among other things: remote monitoring,
operational control, historic data collection, and data reporting. The SCADA data makes
KWSC's water and wastewater management system possible. Benefits to the potable
water system include decreasing the number of service interruptions and a strategy to
measure and reduce water loss. Benefits to the wastewater system include decreasing
the likelihood of a sewer overflow. Moreover, the SCADA system can help reduce the
number of after-hour call outs. Additionally, the SCADA system provides advanced
warning of potential problems so that preventive action can be implemented. This
increases operational reliability.

Project 112030 consists of replacing the SCADA Computer and Software for the RO
Plant. As discussed above, the SCADA computer is a vital component in the operation
of the water system and its replacement is necessary to keep the system functional.
The existing SCADA computer operates on Windows XP, which is no longer supported
by Microsoft. SCADA software cannot be updated due to the outdated XP operating
system, and most alarm tags are no longer supported by the alarm auto-dialing system
Components for computer hardware are also obsolete and not readily available.
Therefore, an upgrade is needed so that the SCADA computer and software can be
supported and troubleshot as necessary.

The project is expected to be placed in service in 2019 at an estimated cost of $39,445.

Page 14



Docket No. 2018-0388
KWSC-T-3O1

Witness: Roush

726 - Junction Boxes for Pump Leads
Project lD / WO #118150
Project Gost: $82,586
Description:

The junction boxes form an integral part of a circuit protection system where circuit
integrity has to be provided. Current enclosures around the splices from the well pump
motor leads to the step-up electrical transformer at each well site are substandard as
they are not lockable. ln addition, the existing fiberglass junction boxes are deteriorated
and pose a safety risk.

The pump motor leads carry at least 2,400 volts and present a significant arc flash risk
to those working nearby. An arc flash (also called a flashover) is the light and heat
produced as part of an arc fault, a type of electrical explosion or high-volume discharge
that results from a low-impedance connection through air to ground or another voltage
phase in an electrical system.

Project 1 18150 consists of replacing the substandard electrical boxes enclosing the
medium voltage well pump motor lead splices to the step-up electrical transformer at
each well site. This includes all five HR wells (HR-1 HR-2, HR-3, HR-4, and HR-5).
These boxes will be lockable for safety and security purposes, and also more resistant
to weather deterioration. The junction boxes will contain terminal blocks for attaching all
electrical leads and provide shielding against arc flashes. The junction boxes are
required to be outdoor weather rated lngress Protection (lP) 66 or lP 67. Stainless steel
boxes will be used for this project. lf constructed out of stainless steel instead of
fiberglass (as are currently present), the boxes are expected to last for 20 years.

The project is expected to be placed in service in 2019 at an estimated cost of $82,586
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726 - Tank Modulating Float Valves
Project lD / WO 112045
Project Cost: $31 1,000
Description:

The mauka to makai water transmission system is explained below.

When the water level drops to a preset level in the two 312ft. storage tanks, an altitude
valve opens and water begins flowing from the 0,5 MG storage tank that is next to the
RO Plant and has a 620 ft. elevation spillway. When the 620 ft. tank drops to a preset
water level, the RO Plant draws water from the mauka-to-makai transmission system.
lnitially, water to the RO Plant comes from the volume stored in the '16-inch pipeline
between the RO Plant and the lowest of the three 0.056 MG steel tanks (lowest tank is
at the 1,145 ft. elevation). Upon the start of the RO cycle, there is no water in the two
higher 0.056 MG tanks or in their connecting pipelines. When the RO Plant's operating
cycle begins, the pressure to the RO Plant at the upstream side of its inlet pressure
reducing valve ("PRV") is about 220 pounds per square inch ("psi"), reflecting the head
difference between the lowest 0.056 MG tank and the RO's PRV. As water passes
through the RO, the pressure on the PRV drops. When it reaches about 200 psi, the
opening of the flow control valve to the uppermost of the three 0.056 MG tanks is
triggered. Water then flows into that tank from the 1 ,810 ft. 1 .0 MG tank, down the 16-
inch pipeline to the middle 0.056 MG tank, down the 16-inch pipeline to the lowest 0.056
MG tank, and from there to the RO Plant. Water flow down this corridor is essentially an
unpressurized open channel with the altitude valves to the middle and lowest 0.056 MG
tanks not functioning. Pressure to the RO plant fluctuates, which triggers the opening
and closing of the control valve to the uppermost 0.056 MG tank.

The start-stop delivery of water level down the mauka-to-makai corridor is an operating
issue for the RO Plant because the flow into the plant is variable and inconsistent. The
issue can be addressed by keeping the three 0.056 MG tanks and the 16-inch mauka-
to-makai pipeline full of water.

ln its "Analysis of and Recommendations for the Maukato-Makai Transmission Corridor
of the Kukio Water System", l(WSC's consultant, Water Resource Engineering,
recommended that KWSC install B-inch modulating float valves with anti-cavitation trims
to the inlets to each of the three 0.056 MG tanks. These valves will vary the flow into
each tank to maintain the water level of each tank at a pre-set height. Presently, each
of the 0.056 MG tanks has a 12-inch inlet pipe with a control valve (flow control on the
upper tank and altitude valves on the lower two tanks) and an 8-inch bypass line. The
modulating float valves will be installed on the 8-inch bypass lines and the 12-inch lines
will be closed. With these valves in place, response to an RO operating cycle would be
essentially immediate and the pressure drop at the RO Plant's PRV would be nominal
(several psi as friction loss in the 16-inch, 7,837-ft. long pipe from the lowest 0.056 MG
tank to the RO Plant) and the pressure would be constant for the remainder of the RO
operating cycle.
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Project 112045 consists of the installation of three modulating float valves on the Kukio
mauka to makai water transmission system at the three 0.056 MG tanks located at the
1,145 ft. elevation, 1,345 ft. elevation, and 1,545 ft. elevation, respectively. Additiorlally,
the existing valve vault covers at the 1,345-ft. tank site and the 1,145-ft. tank site require
modification for installation of the float valves and access for ongoing maintenance.
Specifically, the existing valve vault covers require being unburied and removed. With
new hatchways, two buried vaults would be extended to the surface and converted to
open vaults with openable lids.

The project is expected to be placed in service in 2019 at an estimated cost of
$311,000.
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726 - Superintendent Vehicle
wo # 118345
Project Gost: $41,410.12
Description:

Project 118345 is the purchase of a new vehicle for the KWSC operations
superintendent and replaces vehicle V209205, the current superintendent vehicle.
V209205 is a 2010 Toyota Tacoma, which will remain in service as a pool vehicle until it
is retired from service. The existing vehicle has 169,793 miles and is eight years old.
The replacement vehicle forV209205 is a 2018 Chevrolet Silverado. The KWSC
operations superintendent is located on Hawaii lsland and provides field support for
KWSC.

The KWSC superintendent oversees all operations for KWSC and, therefore, needs
transportation to all water and wastewater facilities. The K//SC superintendent also
responds to operations in the field in the event of an emergency.

The new vehicle must be able to drive up to the Hu'e Hu'e well field and water
transmission main in normal conditions, which requires a reliable four-wheel drive
vehicle. The roads to the Hu'e Hue well field and water transmission main are very
rocky, rugged, and remote in certain sections, The new vehicle must be able to carry
loads, pull trailers and equipment, and seat five people in order to conduct system
reconnaissance and perform field review of maintenance and construction projects with
operators, consultants, and state or county regulators. ln order to meet the
requirements of the KWSC superintendent's duties, the new vehicle must have the
following features: four-wheel drive, traction control, a towing capacity of at least 5,000
lb, 17" wheels with all terrain tires, off road suspension, and a back-up camera.

The project was completed on 1112712018 at a cost of $41 ,410.12. This cost is broken
out in the table below:

Superintendent
Vehicle

$41,483.61

Overhead $829.67
Labor $96.84
Total $41,410.12
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727 - SPS Pump Control Replacement
Project lD / WO 93717
Project Cost: $39,282
Description:

The KWSC wastewater system includes gravity sewer mains, numerous sewer
manholes, and nine Sewer Pump Stations ("SPS") to collect and transport domestic
wastewater to the Kukio Wastewater Treatment Facility (the "Kukio \AA//TP"). Two of the
nine SPSs are privately owned but maintained by KWSC. The SPS takes sewage from
a lower elevation and lifts it to a higher elevation where it can resume flowing downhill
by gravity or under force main conditions toward the Kukio \ A/VTP. SPS 1, 3, 4, 5, 6,
and 7 have automatic backup emergency electrical generators and transfer switches.
SPS 2 is backed up by the Kukio Beach Club emergency generator. The general layout
of the SPSs consists of two submersible wastewater pumps mounted on a rail system in
a wet well. This configuration is ideal for maintenance because it does not require
working in a confined space.

Project 93717 consists of a switch to Multitrode Multismart Units at SPS 1,2,3,4, 5, 6,
and 7. The existing station pump controllers were failing. The new control system allows
direct communication with Hawaii Water's SCADA system for controlling, monitoring,
and reporting. The new control system will help prevent wastewater spills by reducing
potential SPS failures.

The project was completed on 1112812016 at a cost of $39,282. The cost is broken
down in the table below.

SPS Pump Control
Replacement

$ 29,350.44

Capitalized lnterest $ 220.52
Overhead $ 647.86
Labor $ 8,113.44
Other $ 949.79
Total $ 39,282.05
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727 - SPS 2 6" Pump Discharge Pipe
Project lD / WO 97220
Project Cost: $61,343
Description:

Project 97220 involves replacing approximately 60 feet of 6-inch diameter pump
discharge pipe at SPS 2. The discharge pipes at SPS 2 are in poor condition, which
could result in a sewage spill. This discharge pipe is located within the Kukio Golf and
Beach Club cottage grounds and is in close proximity to the anchialine ponds, a
swimming pool, and the ocean. A wastewater spill could result in adverse impact to
customers, wildlife, and the environment.

The project is expected to be placed in service in 2019 at an estimated cost of $61,343
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727 - MBR Gearboxes
Project lD / WO 97221
Project Cost: $46,518
Description:

Project 97221 consisted of the replacement of ten MBR gearboxes at the Kukio \ AII/TP
as they were in poor condition and were either failing or had already failed. Gearbox
failure due to wear can occur approximately every three years, depending on the
amount of sludge treated. The scope of the project consisted of replacing six of the ten
gearboxes; four other gearboxes were purchased under a separate project (Project
96756)

The MBR gearboxes are critical infrastructure at the Kukio WWTP and must be kept in
operating condition because wastewater treatment cannot occur without them. ln the
past, KWSC has attempted to repair the gear boxes, but these attempts have ultimately
failed. As a result, KWSC had no choice but to purchase new MBR gearboxes. The
replacement MBR gearboxes allow the \AAI/TP to continue wastewater treatment for the
Kukio community.

The project was completed on 0211012017 at a cost of $46,518. The cost is broken
down in the table below.

MBR Gearboxes $ '35,665.05

Capitalized lnterest $ 318.90
Overhead $ 3.043.93
Labor $ 7,490.33
Total $ 46,518.21
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727 - VI/WTP Pressure Vessel Change
Project lD / WO 110437
Project Cost: $25,273
Description:

One of the critical pieces of equipment at the Kukio WWTP is the air compressor
system, which, among other things, powers the sludge feed fonruard pumps. During a
routine inspection it was discovered that the pressure vessel in the air compressor
system had developed a crack, which jeopardized its integrity and created a significant
safety risk. The system was immediately shut down when the crack was discovered.
KWSC rented an air compressor system that provided a temporary solution to provide
the necessary compressed air. However, this temporary emergency system was not
permitted by the State of Hawaii for permanent use.

Project 110437 consisted of the removal of the damaged pressure vessel and the
installation of the new pressure vessel in the WWTP Blower Room. After the installation
of the new pressure vessel, operators re-attached the compressor motors and brought
the air compressor system back online.

The project was completed on 511812017 ata cost of $25,273. The cost is broken down
in the table below.

\ A//TP Pressure
Vessel Change

$ 17,900

Capitalized lnterest $ 5.36
Overhead $ 2.086.34
Labor $ 5,263.22
Other $ 18.28
Total $ 25.273.20
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727 - WWTP Drums Replacement (Critical Asset Rehab)
Project lD / WO 114439
Project Cost: $424,061
Description:

The Kukio Treatment Plant Conditional Needs Assessment ("Condition Assessment")
report dated July 2017 by Water Works Engineers (WO111368) identified several
critical assets at the WWTP as failed or failing. Among those critical assets noted as
failed or failing were at least four of the \AANTP's 12 Geo-Reactor rotating biological
contactor drums and their contained biological growth media. As part of the Condition
Assessment, Water Works Engineers explored rehabilitating the drums.

Ultimately, Water Works Engineers was contracted under Projectl 14439 to assist with,
among other things, locating a source for replacement or rehabilitation of the Geo-
Reactor drums. Water Works Engineers found the original manufacturer of the Geo-
Reactor drums, Parkson Corporation, and solicited a proposal for the construction and
installation of replacement drums and media. KWSC subsequently took over
negotiations and solicited the current proposal for manufacture of four OEM
replacement Geo-Reactor drums and the contained media, as well as provision of
replacement media for four more of the drums where the media are disintegrating. This
work is required to keep the plant operational. Without this project, the treatment
capacity of the existing WWTP would not be able to keep up with generated wastewater
effluent, leading to a wastewater violation.

The project was completed on 08/08/2018 at a cost of $424,060.58. The table below
breaks out the cost.

\ A /TP Drums
Replacement

$277,227.77

AFUDC $3,919.56
Overhead $40,583.85
Other $66.99
Labor $37,972.99
BNS Reclass $1,309.58
Retirements $62,979.84
Total $424,060.58
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727 - WWTP SCADA Computer & Software
Project lD / WO 112032
Project Gost: $27,511
Description:

As discussed in the description of Project 112030 above, the SCADA computer is a vital
component in the operation of the wastewater system and its replacement is necessary
to keep the system functional.

WO 112032 consists of replacing the SCADA Computer and Software for the Kukio
\ A//TP. The existing SCADA computer operates on Windows XP, which is no longer
supported by Microsoft. SCADA software cannot be updated due to the outdated XP
operating system, and most alarm tags are no longer supported by alarm auto-dialing
system. Components for computer hardware are also obsolete and not readily available
Therefore, a hardware and software upgrade is necessary so that the SCADA computer
can be supported and troubleshot as needed.

The project is expected to be placed in service in 2019 at an estimated cost of $27,511
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727 - Upgrade Preliminary Design
Project lD / WO 114440
Project Cost: $46,666
Description:

Water Works Engineers ("WWE") was retained by KWSC in Project 114440 to provide
professional engineering support to evaluate and recommend whether KWSC should
rehabilitate or replace certain components of the existing \AA//TP. The Upgrade
Preliminary Design Report prepared by V\A/I/E is the current Master Planning Document
providing recommendations for \AA//TP component rehabilitation or replacement.

The preliminary design report was completed in 0812018 at a cost of $46,666. The table
below breaks out the cost.

Upgrade Preliminary
Desiqn

$28,837.27

Capitalized lnterest $818.92
Overhead $5,716.19
Labor $11,153.14
BNS Reclass $1 40.1 1

Total $46,665.63
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726 &727 - Kukio Office Expansion
Project lD / WO 67610
Project lD / WO 67607
Project Cost: $132,000
Description:

The KWSC administrative office serves KWSC's water and wastewater utilities. The
office serves as the main location that provides essential operational support functions
such as the wastewater laboratory and SCADA monitoring and controls. The office
consists of one 22-footby 24-foot room, which provides the following functions for
KWSC employees: administrative office, lunch room, wastewater treatment plant
laboratory, employee work stations, and employee personal storage lockers.

The current office size and configuration no longer allows KWSC to perform its essential
operational support functions in an efficient and safe manner. The wastewater treatment
plant laboratory and lunch table are located within close proximity of each other
(approximately 7 feet). Further, six employees do not have storage lockers.

The project will modify the floor plan of the existing building by: (1) constructing interior
walls to separate the lab and lunchroom/meeting room; (2) creating sufficient locker
space for all the employees; and (3) installing a door to link the operator office to the
adjoining supervisor office, This project will improve the safety and efficiency of the
office by providing separate, easily accessible work areas for the laboratory, private
changing area, and the lunch arca. This project will also provide a second exit route for
emergency evacuation.

The project is expected to be placed in service in 2019 at an estimated cost of
$132,000. The cost will be split evenly between Kona Water and Kona Sewer.
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720 - SCADA Vulnerability Assessment
790 - SCADA Upgrade 2018
Project lD / WO 117252 & 118883
Project Cost: $41,804 + $78,082 = $119,886
Description:

Projects 117252 and 118883 are projects that upgrade network security. The first part of
the project is the master planning phase or the SCADA Vulnerability Assessment
('SCADA VA") project. The SCADA VA defined the scope of work for the second part of
the project ('SCADA Upgrade 2018" or "2018 SCADA Upgrade").

The SCADA system provides: remote monitoring, operational control, historic data
collection, and data reporting. The water SCADA system includes equipment that
transmits well and tank site data to the field office. The wastewater system includes
equipment that transmits wastewater treatment plant and wastewater lift station data to
the field office. SCADA equipment provides real time data and has the ability to report
emergency levels and variances to the operator. lt gives the operator the ability to
check the system remotely by laptop. All wells, tanks, pump stations, wastewater
treatment plants, and wastewater lift stations are connected to the system. Benefits of
SCADA to the potable water systems include decreasing the number of service
interruptions and a strategy to measure and reduce water loss. Benefits to the
wastewater system include decreasing the likelihood of a sewage overflow. The
SCADA system provides advanced warning of potential problems so that corrective
action can be implemented to increase operational reliability.

As noted above, Project 117252 was a vulnerability assessment on the SCADA
network. lt reviewed the lnformation Technology and Operation Technology systems
and pinpointed the weaknesses that required a fir/patch to prevent a security breach.
(Weaknesses were exploits that hackers could use to compromise a system.) With the
recent Equifax breach due to lack of patching, a company's network is only as secure
as its latest vulnerability assessment. Hawaii Water completed this assessment to
determine the weaknesses in its SCADA system and apply fixes to those weaknesses.
lf a security vulnerability is fixed, then an attacker will not have that chance to
compromise a system. The SCADA system must be evaluated regularly for security
vulnerabilities. This will prevent a potentially massive cyber security breach that would
compromise vast amounts of sensitive data. Additionally, this project put Hawaii Water
in closer alignment with the NIST 800-53 framework that the company is trying to follow
The project allows Hawaii Water to quickly detect and fix vulnerabilities and will prevent
a reportable breach, litigation and/or fines.

The 2018 SCADA Upgrade for all Hawaii Water Service systems replaced three servers
with six hard drives. As defined in the SCADA VA, the existing SCADA System did not
meet security requirements addressed by a Pen Test remediation study. The
assessment concluded that these three locations had security flaws in both systems
that could not be mitigated through patching. Furthermore, the existing SCADA
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hardware at Hawaii treatment plants had reached their end of life and were no longer
supported by the manufacturer.

These projects were completed in 1112018 at a cost of $41,804 and $78,082for Project
117252 and Project 118883, respectively. The costs are broken out in the two tables
below.

SCADA
Vulnerability
assessment

$34,065.51

Capitalized
lnterest

$31 2

Overhead $5,462.13
Labor $2,209.56
BNS Reclass $63.56
Total $41,803.88

SCADA Upgrade
2018

$49,395.92

AFUDC $251.69
Overhead $13,215.38
Labor $14,092.67
BNS Reclass $1,126.29
Total $78,082.05
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720 - 2019 New Boom Truck
Project lD / WO #118340
Project Cost: $353,553
Description:

Project 1 18340 replaces the '1991 crane truck, vehicle number 191HCM-V20222 on the
Big lsland. The crane truck was a Simon Truck Crane, Model #1647, Serial No.
4800791023 with a 20 foot boom. The crane truck failed a safety certification inspection
on October 20,2017. The safety certification inspection is required in order to meet the
requirements of the State of Hawaii Department of Labor and lndustrial Relations Title
12 and Division of Occupational Safety and Health Subtitle 8, Chapter 136. Examples of
some of the deficiencies on the crane truck included: (1) Ieakage from main control
valve hose and fittings; (2) rear sub frame bolts from stabilizer were loose (3) leakage
from control valve (4) leakage from bottom of rotating motor; (5) stress crack on housing
of hook end; and (6) safety lever was damaged. The crane was immediately.redtagged
and removed from service on October 20, 2017 after the deficiencies of the crane
inspection were discovered and documented.

A boom truck is a commercial truck-mounted crane. A crane is a large machine with
long movable components on a rotating superstructure or turntable, which are used to
move or forklift heavy objects by attaching them to the crane with fixed cables or strong
wires.

The boom truck will serve the Waikoloa Village wastewater system, Waikoloa Resort
system, Kukio wastewater system, Waikoloa irrigation system, Waikoloa Village and
Resort water system, and the Kukio water system. Additionally, the boom truck could be
used at the Waikoloa and Kukio base yards.

The boom truck has a wide variety of uses, including the handling of pumps, motors,
pipes, pipe fittings, valves and other heavy material. The boom truck's biggest
advantage is its mobility.

On the wastewater side, having a boom truck during an emergency could potentially
prevent a sewer spill because the operators could begin repairs much more quickly as
compared to the time it takes time to find a crane contractor who can mobilize its crane
onsite to help with an emergency. On the potable water side, having a boom truck
during an emergency could greatly reduce the amount of water loss due to a leak due to
the decrease in response time.

The project is expected to be placed in service in 2019 at an estimated cost of
$353,553.
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790 - Wastewater Manager Vehicle
wo # 119213
Project Cost: $44,547
Description:

WO 1 19213 is the purchase of a replacement vehicle forY208200 which has 206,849
miles and is 10 years old. V208200 is a 2008 Nissan Frontier and the replacement
vehicle is a Toyota 4Runner. The new replacement vehicle is for the Capital
DeliveryANastewater Manager, The Capital DeliveryA//astewater Manager is physically
located on Maui. The position provides field support to the Pukalani and Ka'anapali
utilities as well as support for all of Hawaii Water's wastewater operations. One aspect
of the Capital DeliveryAffastewater Manager duties is to perform field evaluations of
capital projects to assess the existing condition of the infrastructure. Other duties of the
Capital DeliveryA//astewater include: construction management and construction
inspection of capital projects in remote sites and assistance with operations in the field
the event of an emergency.

The new vehicle must be able to make it up to the Ka'anapali well field in normal
conditions which requires a robust and reliable 4 wheel drive vehicle. The roads to the
Ka'anapali well field are steep, rugged, and remote. The new vehicle must be able to
seat 5 in order conduct system reconnaissance and field review of capital projects with
operators, consultants, and state or county regulators. ln order to meet the
requirements of the Capital DeliveryA//astewater Manager's duties.

The project is expected to be completed in 2019 at a cost of $44,547. This cost is
broken out in the table below:

Wastewater
Manaqer Vehicle

$42,807.98

Overhead $872.97
Labor $840.29
BNS Reclass $25.81
Total $44,547.05
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VERIFICATION OF PAUL TOWNSLEY

STATE

ar nh 0lnrd' SS

COLINTY

PAUL TOWNSLEY, being first duly swolrì' deposes and says:

1. That he is the Vice President-Regulatory Matters of KONA WATER SERVICE

COMPANY, INC. (,,K'WSC") and is the duly appointed representative of KWSC in the above

matter;

2. That he has read the foregoing Application and exhibits, and knows the contents

thereof; and

3. That he is authorized by KWSC to verify, and he does verify, that the contents of

the foregoing Application are true to the best of his knowledge, information, and belief.

FURTHER AFFIANT SAYETH NAUGHT.

)
)
)

DATED N 27

PAUL TOWNSLEY

20t9

Subscribed and
thisQZ day of

me
I9

Notary l¿-*
My commission exPires: I "" l_2Ò7 /

S

Commirrion,

Lr[A i0 orsrErÂÌ{0
f¡olary Public - Calrtornia

Senle Cl¡ra Counly

1



CERTIFICATE OF SERVICE

I hereby cerlify that on this date, copies of the foregoing document were duly

served on the following, by having said copies delivered as set forth below:

DIVISION OF CONSUMER ADVOCACY
DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
335 Merchant Street, Room 326
Honolulu, Hawaii 96813

THE HONORABLE HARRY KIM
Mayor
County of Hawaii
25 Aupuni Street
Hilo, Hawali96120

DATED: Honolulu, Hawaii, February 28,2019

J T. ONO

3 COPIES VIA
HAND-DELIVERY

1 COPY VIA
U.S. MAIL

DAVID Y. NAKASHIMA
JOHN E. DUBIEL
Attorneys for Applicant
KONA WATER SERVICE COMPANY, INC


