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YOUNG BROTHERS, LLC’S MOTION FOR LEAVE AND FOR
EMERGENCY OR TEMPORARY RATE RELIEF

YOUNG BROTHERS, LLC (“Young Brothers,” “YB,” or the “Company”), by and
through its counsel, Watanabe Ing LLP, respectfully requests that the Hawai'i Public
Utilities Commission (the “Commission”) approve, pursuant to Section 271G-17 of the
Hawaii Revised Statutes and Section 16-601-41 of the Hawaii Administrative Rules
("HAR”), an emergency or temporary rate increase to mitigate Young Brothers' current
liquidity crisis and assist the Company to continue its intrastate water carrier of property
operations and services until final rate relief is granted herein.’ This Motion is based on
the attached Memorandum in Support of Motion, Declarations of Jeremiah Ana and

Christopher Edwards, Exhibits A and B, the record established herein, and the record

1 On June 4, 2020, the Commission entered Order No. 37168 Suspending the Docket (“Order

No. 37168"), which suspended Docket No. 2019-0117, including all procedural deadlines, for a period of
60 days from the date of the order. As such and by the instant Motion, Young Brothers also respectfully
requests leave (to the extent necessary) to file the Motion for Emergency or Temporary Rate Relief in this
docket, as the majority of the necessary and relevant information/data supporting such request for
emergency or temporary rate relief are already submitted in this proceeding. This is also consistent with
Section 16-601-1 (holding that these rules shall be “liberally construed to secure the just, speedy, and
inexpensive determination of every proceeding).



associated with other related docketed and non-docketed proceedings, to the extent
relevant and applicable.? Young Brothers does not request a hearing on this Motion
unless the Commission is inclined to deny the Motion, in which case Young Brothers
requests a hearing to develop a complete record of its request for emergency or
temporary rate relief.®

DATED: Honolulu, Hawaii, July 7, 2020.

/s/ David Y. Nakashima

JEFFREY T. ONO
DAVID Y. NAKASHIMA
JOHN E. DUBIEL

Attorneys for APPLICANT
YOUNG BROTHERS, LLC

2 Pursuant to Section 16-601-76 of the HAR, Young Brother incorporates by reference all
information and data, to the extent applicable and relevant, submitted in other related proceedings (e.g.,
Docket No. 2020-0084 and Tariff Transmittal No. 20-0003).

3 In light of Young Brothers’ financially dire situation as reflected in its Motion, Memorandum in
Support of Motion and Supporting Exhibits/Attachments attached hereto, Young Brothers respectfully
requests a Commission decision andfor order granting its request for temporary rate increase no later
than August 17, 2020, to the extent possible.
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MEMORANDUM IN SUPPORT OF MOTION

YOUNG BROTHERS, LLC (“Young Brothers,” “YB,” or the “Company”), by
and through its counsel, Watanabe Ing LLP, respectfully submits the following
Memorandum in Support of its Motion for Emergency or Temporary Relief (the
“Motion”).

I RELEVANT BACKGROUND

A. Pending Rate Case, Docket No. 2019-0117

On September 25, 2019, YB filed its Application for Commission approval
of a general rate increase of $26,997,928, which represented a 34.27% increase over
intrastate operating revenues of $78,783,326 at current effective rates. The increase is
expected to produce an intrastate revenue requirement of $105,781,254, which
provides for a net operating income of $8,859,744 that represents a requested 10.70%
return on rate base for the 2020 test year.* On October 17, 2019, the Division of

Consumer Advocacy of the Department of Commerce and Consumer Affairs (the

4 YB is a common carrier by water, transporting property by barge between the islands of Oahu,
Hawaii, Kauai, Maui, Molokai, and Lanai. The Commission granted YB its current operating authority in
Decision and Order No. 5682, filed on June 1, 1970, in Docket No. 3633.



“Consumer Advocate”) filed its Statement of Position Regarding Completeness of
Application.

On November 7, 2019, the Commission entered Order No. 36744
Suspending Application for Investigation (“Order No. 36744"), noting that YB's purpose
for the requested rate increase was to “sustain Young Brothers’ financial viability to
ensure the provision of safe, adequate, economical, and efficient service at reasonable
rates . . . and is based on the following main drivers: (1) increased rate base;
(2) increased operating expenses; (3) continuing decline in intrastate cargo volume; and
(4) an increase in the proposed cost of capital.”® Public hearings were held on all the
islands where YB provides regulated sailings through the months of December 2019
and January 2020.5

On January 23, 2020, the Commission issued certain information requests
(“IRs™) to YB (i.e., PUC-YB-IR-101 through PUC-YB-IR-117), which YB responded to on
January 31, 2020 and February 6, 2020.7 On March 6, 2020, the Commission issued
Order No. 37030 Granting Parties’ Joint Motion for Enlargement of Time and Approving,

as Corrected, the Parties’ Joint Stipulated Procedural Order (“Order No. 37030"). On

5 Crder No. 36744 at 4.

6 See Public Meeting Sign-Up Sheet and Written Testimonies (Lanai City), filed December 12,
2019; Public Meeting Sign-Up Sheet and Written Testimonies (Kaunakakai), filed January 6, 2020; Public
Meeting Sign-Up Sheet and Written Testimonies (Wailuku), filed January 7, 2020; Public Meeting Sign-Up
Sheet and Written Testimonies (Honolulu), filed January 8, 2020; Public Meeting Sign-Up Sheet and
Written Testimonies (Lihue), filed January 16, 2020; Public Meeting Sign-Up Sheet and Written
Testimonies (Kailua-Kona), filed January 27, 2020; Public Meeting Sign-Up Sheet and Written
Testimonies (Hilo), filed January 28, 2020.

7 See Response of Young Brothers to Public Utilities Commission’'s Submission of Information
Request PUC-YB-IR-117, filed January 31, 2020; Response of Young Brothers to Public Utilities
Commission’s Information Reguests (PUC-YB-IR-101 to PUC-YB-IR-1186), filed February 6, 2020.



May 19, 2020, the Consumer Advocate formally filed its First, Second, Third, Fourth,
Fifth, and Sixth Submission of Information Requests to YB.®

On May 19, 2020, the Commission filed Order No. 37143 Instructing
Young Brothers to File a Cost Reduction Plan and Customer Service Mitigation Plan
(“Order No. 37143"). Order No. 37143 was triggered, at least in part, by YB’s request to
adjust its sailing schedule to cut costs, which is discussed further below.® On May 21,
2020, the Consumer Advocate filed its Seventh Submission of Information Requests to
YB.

On June 3, 2020, YB timely filed its responses to the Consumer
Advocate's First, Second, Third, Fourth, Fifth, and Sixth Submission of Information
Requests.’® On June 4, 2020, the Commission entered Order No. 37168 Suspending
the Docket (“Order No. 37168"), which suspended Docket No. 2019-0117, including all
procedural deadlines, for a period of 60 days from the date of the order.’ Order
No. 37168 stated that: (1) prior to the expiration of the 60-day suspension period, the
Commission will issue another order regarding whether the suspension will be

extended; and (2) the Commission will provide direction regarding YB's future filing of its

8 In accordance with the Parties’ Joint Stipulated Procedural Order, which the Commission
approved by Order No. 37030, the Consumer Advocate and YB engaged in informal discovery during a
rolling period that began on November 17, 2019 and ended on May 21, 2020.

9 See Order No. 37143 at 3-5.

10 See Responses of Young Brothers, LLC to the Division of Consumer Advocacy’s First, Second,
Third, Fourth, Fifth, and Sixth Submissions of Information Requests, filed on June 3, 2020

L See Order No. 37168 at 1.



Cost Reduction Plan and Customer Service Mitigation Plan, previously required by
Order No. 37143, in Docket No. 2020-0084 .12

On July 2, 2020, YB filed its responses to the Consumer Advocate’s
Seventh Submission of Information Requests and also its supplemental responses to
CA-IR-153, CA-IR-154, CA-IR-155, CA-IR-214, CA-IR-341, and CA-IR-342, to ensure
that the docket record is complete and/or updated.

B. Novel Coronavirus Disease (COVID-19) Pandemic Emergency
Proclamation

Local, national, and international responses to COVID-19 escalated
quickly at the beginning of March 2020. On March 4, 2020, David Y. Ige, Governor of
the State of Hawaii (the “Governor”) issued an emergency proclamation
(“Proclamation”) in which he determined that the conditions brought about by the
COVID-19 pandemic are of such character and magnitude to constitute an emergency
or disaster, as contemplated by Hawaii Revised Statutes (“HRS”) §§ 127A-2 and
127A-14, and proclaimed an Emergency Period for the purpose of authorizing the
expenditure of State monies as appropriated for the speedy and efficient protection and
relief of the damages, losses, and suffering resulting from the emergency.'®* The

Governor further declared that the disaster emergency period would commence

12 Id. at 6-7.

13 Office of the Governor, Emergency Proclamations, posted March 4, 2020, available at
https://governor.hawaii.gov/wp-content/uploads/2020/03/2003020-GOV-Emergency-
Proclamation COVID-19.pdf.




immediately and continue through April 29, 2020, or by a separate proclamation,
whichever occurs first.

On March 6, 2020, the Hawaii State Department of Health announced the
first positive test result for a COVID-19 case in Hawaii.'™> On March 13, 2020, the
President of the United States issued a Proclamation on Declaring a National
Emergency Concerning the COVID-19 Outbreak.'®

On March 17, 2020, the Governor announced additional directives

intended to slow the spread of COVID-19, including:

. Limit social gatherings to groups of ten people or less to follow
Centers for Disease Control and Prevention (“CDC”) guidelines.

. Close bars and clubs.

. Close restaurants or provide drive-thru, take out, pick-up, or
delivery.

. Close theatres, entertainment centers and visitor attractions.

. Avoid any discretionary travel.

. Suspend services and activities in places of worship.

. Stay home if you are a high-risk individual and take additional
precautionary measures.

. Do not visit nursing homes or retirement or long-term care facilities.

. If someone in your household has tested positive for COVID-19,

keep the entire household at home.

a4 The Governor also authorized and invoked other measures under Hawaii law, including:

(1) activating the Major Disaster Fund, (2) suspending, as allowed by federal law, certain state
statutes to the extent necessary for county and state agencies to accomplish the emergency
management functions contemplated under the Proclamation, (3) as allowed by state law,
prohibiting the increase in the selling price of any commodity, whether at the retail or wholesale
level, in the area that is the subject of the disaster Proclamation, continuing for the period of the
Proclamation, for food, water, medical supplies, personal hygiene , paper or disposable cleaning
products and other commodities, and (4) directing all state agencies and officers to cooperate with
and extend their services, materials, and facilities as may be required to assist in all efforts to
eliminate danger.

15 State of Hawaii, Department of Health, News Release, COVID-19 Daily Update March 6,
2020, available at https://health.hawaii.gov/news/corona-virus/covid-1 9-daily-update-march-6-
2020/.

18 The White House, Presidential Actions, posted March 13, 2020, available at
https://www.whitehouse.gov/presidential-actions/proclamation-declaring-national-emergency-concerning-
novel-coronavirus-disease-covid-19-outbreak/.




The Governor also directed all utilities to take necessary measures to ensure that they
can continue to operate in the normal course, and that for both the utilities and essential
services, government resources and support can be deployed as necessary. '’

On March 21, 2020, the Governor issued a Second Supplementary
Proclamation, which ordered a mandatory 14-day self-quarantine for all individuals
entering the State of Hawaii.'® On March 23, 2020, the Governor issued a Third
Supplementary Proclamation, which ordered the entire State of Hawaii, with the
exception of essential workers, to stay at home and work from home starting on
March 25, 2020, through April 30, 2020."9

On March 31, 2020, the Governor issued a Fourth Supplementary
Proclamation, which ordered all residents and visitors traveling between any of the
islands in the State of Hawaii to self-quarantine for 14 days, taking effect on April 1,

2020, and extending through April 30, 2020.2° On April 25, 2020, the Governor issued a

17 Office of the Governor, News Release, posted on March 17, 2020, available at
hitps://governor.hawaii.gov/newsroom/latest-news/proper-use-of-covid-19-tests-imperative-there-

over-reaction-to-covid-19-the-hawai'i/.

18 Office of the Governor, Emergency Proclamations, issued on March 21, 2020, available
at https://governor.hawaii.gov/wp-content/uploads/2020/03/2003152-ATG_Second-
Supplementary-Proclamation-for-COVID-19-signed.pdf.

19 Office of the Governor, Emergency Proclamations, issued on March 23, 2020, available at
https://governor.hawaii.gov/wp-content/uploads/2020/03/2003162-ATG_Third-Supplementary-
Proclamation-for-COVID-19-signed.pdf.

20 Office of the Governor, Emergency Proclamations, issued on March 31, 2020,
available at https://governor.hawaii.gov/wp-content/uploads/2020/03/2003248-ATG Fourth-
Supplementary-Proclamation-for-COVID-19-distribution-signed.pdf.




Sixth Supplementary Proclamation, which extended the 14-day quarantine and
stay -at -home order through May 31, 2020.2"

On May 13, 2020, Kirk W. Caldwell, Mayor of the City and County of
Honolulu, issued Emergency Order No. 2020-11, which extended stay at home and
work at home requirements for individuals in the City and County of Honolulu, with
exceptions for certain essential activities and designated businesses, through
June 30, 2020.22 On May 18, 2020, the Governor issued an Eighth Supplementary
Proclamation, which extended the 14-day self-quarantine period for individuals
entering the State and traveling between islands through June 30, 2020.2% On
June 10, 2020, the Governor issued a Ninth Supplementary Proclamation, which
extended the 14-day self-quarantine period for individuals entering the State
through July 31, 2020, but discontinued the 14-day self-quarantine for those
persons traveling inter-island only, effective June 16, 2020.%4

C. Tariff Transmittal No. 20-0003 — Adjusted Sailing Schedule

On April 24, 2020, in response to the COVID-19 pandemic emergency

and the need to address Young Brothers' dire financial liquidity situation,?° YB filed

2 Office of the Governor, Emergency Proclamations, issued on April 25, 2020, available at
https://governor.hawaii.gov/wp-content/uploads/2020/04/2004144-ATG Sixth-Supplementary-
Proclamation-for-COVID-19-distribution-signed.pdf.

22 Office of the Mayor, News Release, issued on May 13, 2020, available at
https://www.honolulu.gov/rep/site/may/may docs/Emergency-Order-No.-2020-11.pdf.

23 Office of the Governor, Emergency Proclamations, issued on May 18, 2020, available at
https://governor.hawaii.gov/wp-content/uploads/2020/05/2005088-ATG_Eighth-Supplementary-
Proclamation-for-COVID-19-distribution-signed. pdf.

24 Office of the Governor, Emergency Proclamations, issued on June 10, 2020, available at
https://governor.hawaii.gov/wp-content/uploads/2020/06/2006097 A-ATG_ Ninth-Supplementary-
Proclamation-COVID-19-distribution-signed_pdf.

& See Letter dated May 26, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 26t



Tariff Transmittal No. 20-0003, a short-notice tariff filing requesting an adjustment to

its sailing schedule as follows:

s Kahului, Maui — weekly sailings reduced from three to two;
s Kaunakakai, Molokai — weekly sailings reduced from two to one;
. Hilo, Hawaii — weekly sailings reduced from two to one.?®

In support of its request, YB stated that, based on initial calculations, it
projected to reduce approximately $6 million in operating expenses through 2020 by
immediately changing its weekly sailing schedules as proposed.?” YB also
represented that, based on current cargo volumes, no cargo would be left behind as
a result of these schedule changes.?®

Also on April 24, 2020, following the filing of Tariff Transmittal No. 20-
-0003, the Commission sent a letter to YB requesting an update regarding: (1) any
financial impacts YB has experienced and predicts it will experience in the near-,
medium-, and longer-term as a result of the COVID-19 emergency; (2) any
suggestions or proposals for financial assistance or relief during that time; and
(3) any procedural changes that YB anticipates it may request related to Docket
No. 2019-0117 in light of the COVID-19 emergency (“Commission’s April 241"
Letter”).2®

On May 4, 2020, the Commission issued Order No. 37128 Approval of

Young Brothers’ Temporary, Emergency Changes to its Sailing Schedule (“Order

Letter’) at 1.

26 See Tariff Transmittal No. 20-0003, filed April 24, 2020, at 1.

. Id. at 8.

28 Id.

29 See Letter dated April 24, 2020 from the Hawaii Public Utilities Commission to Jay Ana.



No. 37128”), approving the adjusted sailing schedule for 30 days subject to certain
conditions.*°

In letters filed on May 5 and May 22, 2020, YB responded to the
Commission’s April 24" Letter and Order No. 37128, providing further information
on YB's financial condition and operations, including the financial impacts of the
COVID-19 emergency and YB’s efforts to address customer concerns and
disruptions.3' On May 28, 2020, YB filed a request to extend the adjusted sailing
schedule approved by Order No. 37128 for a period of at least 90 days, stating that
the “continuation of the adjusted sailing schedule is critical and necessary to help
mitigate against the impending cash shortfall and the severe losses that Young
Brothers is projected to suffer through at least 2020.73? The request reiterated that
the “approximate $7 million that Young Brothers expects to save over the remainder
of 2020 is primarily attributable to this adjusted sailing schedule,” and that “if the
adjusted sailing schedule is not extended beyond June 3, 2020, Young Brothers will
be adversely impacted and would likely lose closer to $31 million by the end of the
year, absent any other significant changes to either cargo volumes and operating

expenses.”3?

=0 See Order No. 37128 at 1.

o See Letter dated May 5, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 5t
Letter”); Letter dated May 22, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 22
Letter”).

22 See Letter dated May 28, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 28t
Extension Request”) at 2.

& d.



On June 3, 2020, as part of its continuing efforts to address customer
concerns, YB supplemented its May 28" Extension Request by requesting to
change the current Hilo sailing from Thursday (departs Honolulu on Tuesday) to
Monday (departs Honolulu on Saturday).3* As a result of this Hilo sailing change,
YB would: (1) add a sailing that would arrive at Kaunakakai, Molokai on
Wednesday afternoon before returning to Honolulu, and (2) change the sailing to
Kaumalapau, Lanai to arrive on Wednesday morning before continuing on to
Molokai that afternoon.®® YB explained that by changing the current Hilo sailing
from Thursday to Monday, YB would be accommodating Hilo's small businesses
and farmers who have traditionally shipped perishable items (i.e., vegetables and
tropical fruits) to neighbor islands on the Monday sailing.3®

On June 3, 2020, the Commission entered Order No. 37166 Approving
a Brief Extension and Adjustments to Young Brothers’ Temporary, Emergency
Changes to its Sailing Schedule (“Order No. 37166"), effectively extending the
adjusted sailing schedule, as modified pursuant to YB’s June 3™ Modification
Request, through July 12, 2020.37

On July 2, 2020 Young Brothers submitted a letter to the Commission
requesting a 90-day extension of the adjusted sailing schedule approved in Order

No. 37166. The matter is currently pending before the Commission.

S See Letter dated June 3, 2020 from Jay Ana to Hawaii Public Utilities Commission (“June 3™
Modification Request”) at 1.

35 Id.
36 Id. at 2.
37 See Order No. 37166 at 1-2.

10



D. YB’s Liquidity Crisis

On May 26, 2020, YB informed the Commission by letter that its financial
situation is extremely dire and that it will face a cash shortfall shortly.*® The May 26"
Letter explained that the “COVID-19 pandemic has caused cargo volumes and
associated revenues to drop precipitously, while the Company’s costs remain largely
fixed.”*® The May 26" Letter further stated that YB lost nearly $8 million on a total
company basis through the month of April and is projected to lose approximately
$25 million through the end of 2020. This projection assumes that YB is allowed to
keep its adjusted sailing schedule through the remainder of 2020.4°

Having covered more than $21 million in losses for YB from 2018 and
2019, YB's parent company informed YB that it can no longer afford to provide Young
Brothers with the cash infusions necessary to cover the net operating losses without
adequate and immediate rate relief, particularly in the COVID-19 economic
environment.*! YB stated that, “absent immediate relief from the State, it will soon be
unable to pay its expenses or continue operations.”#?

On May 29, 2020, YB submitted a letter to the Commission describing its

current contingency plans to address its liquidity crisis.4*> Noting that it has already

38 See Letter dated May 26, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 26t
Letter’) at 1.

= Id.

40 Id.

41 Id.

42 Id.

&= See Letter dated May 29, 2020 from Jay Ana to Hawaii Public Utilities Commission (“May 29th

Letter”).

11



implemented a number of cost-cutting measures such as adjusting sailings schedules
(i.e., Tariff Transmittal No. 20-0003), reduced gate hours for non-barge days, temporary
salary cuts for YB's senior leadership, and deferring non-essential maintenance, YB
expressed its intent to initiate several regulatory actions to mitigate the COVID-19
impacts, including without limitation: (1) COVID-19 related tracking mechanisms;
(2) partial suspension of less than container load (“LCL") cargo; and (3) emergency or
temporary rate relief.** YB also described its plans to continue operating under three
scenarios: (1) immediate receipt of significant CARES Act funding; (2) delayed receipt
of CARES Act funding; and (3) no CARES Act funding.* The May 29t Letter explained
that the level and timing of State’s financial funding and/or financial assistance through
the CARES Act or other funds will dictate the timing of the aforementioned regulatory
actions and the extent of service reductions that will be necessary to continue
operations.*¢

On June 22, 2020, the State Legislature commenced its special session.
However, as of July 6, 2020, YB has not received any notice or other indication that the
Legislature or the Governor will approve any CARES Act funding to YB in the near
future. Although YB is still pursuing financial assistance from the State and/or certain
Counties, YB is now filing this Motion as a necessary step to mitigate the COVID-19

impacts and its current liquidity crisis.

4 Id. at 1-2.
45 Id. at 5-8.
46 |d

12



E. Docket No. 2020-0084 — Commission’s Investigative Docket

On June 1, 2020, the Commission issued Order No. 37156 to investigate
YB’s financial condition and to address identified requests for relief that have been filed
and may be filed in the future with the Commission, such as (1) YB’s business plan
laying out its financial strategy to continue operating and (2) YB’s request for cost
deferral accounting for COVID-19 pandemic related costs and lost revenues.*” The
Commission stated that it is “crucial that YB demonstrate its understanding that its
continued ability to provide affordable, reliable service to the State is contingent upon
YB (1) stabilizing its finances; (2) mitigating the effect of YB's current and future
financial position on customers; and (3) improving its long-term competitive position.”4®
The Commission noted that the “overall story that YB’s financial data tells beginning
well before this Pandemic is one of rising operating expenses and falling revenues,” and
it is “with the benefit of this recent historical context that the Commission opens this
emergency docket to assist Young Brothers in developing solutions to address its
current financial condition.”#°

When describing YB's recent financial history, the Commission provided a
table reflecting YB's revenues, expenses, and net income, which were based on YB's
annual financial reports, YB’s 12-month trailing cost of service report filed on

February 6, 2020 in Docket No. 2013-0032, or YB’s letter response to COVID-19

47 See Order No. 37156 at 2 and 17.
48 Id. at 3.
49 Id. at 4.

13



financial and procedural update request filed on May 5, 2020, in the instant docket.>®

On June 2, 2020, the Commission issued Order No. 37160 Voiding Order

No. 37156, filed on June 1, 2020 (“Order No. 37160”) and Order No. 37161 Instituting

an Emergency Investigative Proceeding Regarding Young Brothers, LLC’s Financial

Condition (“Order No. 37161”). Order No. 37160 stated that the Commission is voiding

Order No 37156 because “the table on page 5 of Order No. 37156 inadvertently

contained errors in some of the figures.”' Order No. 37160 added that Order

No. 37161 will contain the corrected figures in the table on page 5, which is reproduced

below for your reference:>? 53

(000s) 2015 2016 2017 2018 2019 2020 2020 2020
Actual Actual Actual Actual Actual Jan. Budget April May
Forecast Forecast
Total
Revenue 119,839 115,692 114,002 119,455 121,229 120,432 102,240 99,590
Total
Expenses 105,025 113,756 114,165 129,242 127,883 132,719 124,886 123,871
Net
Operating
Income
(Loss) 14,814 1,936 (163) (9,787) (6,654) (12,287) (22,646) (24,281)

LEGAL STANDARD

HRS § 271G-17(e) states the following:

50

51

52

53

Id. at &.
See Order No 37160 at 1.
See Order No. 37161 at 2.

The data reflects the results of YB's total company operations, which include the non-regulated

services (e.g., interstate transport of cargo). In addition, it should be noted that in 2017, YB filed an
application seeking Commission approval to increase the Company's intrastate tariff rates that were in
effect in 2017. As noted above, the 2017 intrastate tariff rates were non-compensatory result in operating
losses in 2017. The matter was address in Docket No. 2017-0363. YB's current intrastate tariff rates
were approved in Decision and Order No. 36140 filed on February 1, 2019 in Docket No. 2017-0363. The
rates are based on stipulated revenue requirement for the 2018 Test Year.

14




When a rate increase application is filed, the commission
may in its discretion and after public notice, and upon
showing by a water carrier of probable entitlement and
financial heed, authorize temporary increases in rates,
fares, and charges, provided that the commission shall by
order require the carrier to keep accurate account in detail of
all amounts received by reason of such increase . . . and
upon completion of the hearing and decision by further order
require the interested carrier to refund, with interest, to the
persons in whose behalf such amounts were paid, such
portion of such increased rates or charges by its decision
shall be found not justified. The interest to be paid shall be
the rate of return authorized in the last general rate case
proceedings.>*

HRS § 271G-17(b) further provides in pertinent part the following:

The commission may in its discretion and for good cause

shown allow the change [to any rate, fare, charge, or

classification specified in any effective tariff] upon notice less

than that herein specified or modify the requirements of

this section with respect to posting and filing of tariffs either

in particular instances or by general order applicable to

special or peculiar circumstances or conditions.>®

In addition to the statutory basis set forth in HRS Chapter 271G, there is
also Commission precedent for granting temporary rate relief in exigent circumstances.
For example, in Docket No. 2008-0115, the Commission sua sponte opened a docket
and granted temporary rate relief to Molokai water and wastewater utilities (“Utilities”)
because they gave notice that they were shutting down their operations, and the

potential harm to the public (Molokai customers) would have been too great.>¢ In its

order initiating the proceeding, the Commission explained:

54 HRS § 271G-17(e) (emphasis added).
55 HRS § 271G-17(b) (emphases added).
56 In re Molokai Public Utilities. Inc., et al., Docket No. 2008-0115, Order Approving Temporary Rate

Relief for Molokai Public Utilities, Inc. and Wai Ola O Moloka’l, Inc., filed August 14, 2008 (the “MPU
Order™), at 1.

15



[T]o address the Utilities’ alleged financial inability to

continue utility services beyond August 2008, the

commission deems it necessary in these exigent

circumstances to initiate, sua sponte, this proceeding to

provide temporary rate relief to the Utilities. The rate

increases approved herein are to provide only temporary

relief to the Utilities, until the County or a third party is ready

to take over the Utilities’ systems. Thus, the rate increases

approved herein shall be effective for a period of six (6)

months from the date of an order by the commission

approving the increases; unless otherwise ordered by the

commission.>’
After a thorough review of the record and given that the rates were only intended to be a
“temporary stop-gap measure to ensure the continuation of essential water and
wastewater services to the Ulilities’ customers,” the Commission adopted the Molokai
Utilities' proposed temporary rate increases, subject to certain reporting conditions.>8

Similarly, in Docket No. 96-0202, the Commission approved a temporary
rate increase of 60% to passenger fares for Sea Link of Hawaii, Inc. ("Sea Link"), a
water carrier between Lahaina, Maui and Kaunakakai, Molokai, after finding that
“[w]ithout the requested increase, Sea Link will, in all probability, incur a net loss of a
substantial amount in 1996, with a shut-down of its operations a possibility.”>® In Docket
No. 2008-0133, the Commission approved another temporary rate increase for Sea

Link, in the form of a temporary fuel surcharge, “[b]Jased on Sea Link’s financial need

and its potential abandonment of service.”50

57 In re Molokai Public Utilities. Inc., et al., Docket No. 2008-0115, Order Instituting a Proceeding to
Provide Temporary Rate Relief to Molokai Public Utilities, Inc., Wai'ola © Molokai, Inc., and Mosco, Inc.,
filed on June 16, 2008, at 12-13.

58 See MPU Order at 16-18.

58 In re Sea Link of Hawaii, Inc., Docket No. 95-0202, Decision and Order No. 14791, filed July 18,
1996, at 4.

€0 In re Sea Link of Hawaii, Inc., Docket No. 2008-0133, Order Approving Temporary Fuel
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lll. DISCUSSION

It is undisputed that our State, country, and the world are still reeling from
the devastating impacts of the COVID-19 pandemic.%! Often characterized as
“‘unprecedented,” this emergency has shut down much of our State’s economy, which,
in turn, has caused drastic losses in cargo volumes and revenues for YB, thereby
“amplifying the already-existing financial issues described in its Docket No. 2019-0117
Application.”®? As disclosed in its May 26" Letter, YB’s financial situation is extremely
dire, and absent immediate relief, it will soon be unable to pay its expenses or continue
operations.®® It is in the midst of this unprecedented emergency that YB is now
requesting an emergency or temporary rate increase.

Under HRS § 271G-17(e), YB need only show probable entitlement
(i.e., show that it is more likely than not entitled to relief) and financial need in order to
qualify for a temporary rate increase. As discussed above, without this temporary rate
increase, YB will not be able to continue operations because the present tariff rates are
non-compensatory and do not, at a minimum, provide sufficient working capital to pay

for the Company's operating expenses and taxes.

Surcharge, filed August 1, 2008, at 13; see also In re Lanai Water Company, Inc., Docket No. 94-0365,
Decision and Order No. 14151, filed August 22, 1995 (reviewing a request for temporary water rate
increase made pursuant to HRS § 269-16(c) and holding that a showing of probable entitlement for a
temporary rate increase under HRS § 269-16(c) is less strict than the standard in showing probable
entittement for an interim rate increase under HRS § 269-16(d)).

&1 See Order No. 37161 at 2 (“The Commission opens this docket during a tumultuous period for
our State, our country, and the world, given the major public health and economic impacts resulting from
the COVID-192 Pandemic.”).

62 See Order No. 37168 at 3.

63 See May 26 Letter at 1.
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By this Motion, YB is seeking an emergency or temporary rate increase of
$30,418,706,%* which represents the amount forecasted for YB to “break even” for its
intrastate operations. The $30,418,706 is based on the revenue requirement for the
2020 Test Year, adjusted for known and documented changes that are expected to
reflect YB's on-going normal operations. In other words, YB is seeking an emergency
or temporary rate increase to only cover its normalized operating expenses and taxes
for its intrastate operations. As a result, this Motion will focus on YB’s normalized
revenues and expenses for the 2020 Test Year. YB notes that it is entitled to have a
reasonable opportunity to receive a return on investment and reserves deliberation of
the matter for its request for permanent rate relief in this docket. In other words, YB is
requesting that any decision on YB's capital structure and associated cost and average
rate base for the 2020 Test Year and the additional revenues required to provide a
reasonable return on rate base be deferred to the request for permanent rate relief in
this docket. As further discussed below, this revenue deficiency to cover its operating
expenses and break even is $30,418,706.

A. Operating Losses

As shown on YB Exhibit G, page 2, the Company projected an operating
loss before interest and income taxes of $13,356,335 on a total company basis, of
which $16,731,142 is for the intrastate operations at YB's present authorized tariff rates.

The intrastate operating losses are expected to continue until YB is granted rate relief

b4 The temporary rate relief requests an increase of $30,418,706 in intrastate operating revenues,

over the updated forecast of $65,059,605 in intrastate operating revenues at present rates or 46.76%
(i.e., 330,418,706 + $65 059,605 = 46.76%) over revenues at present rates. Young Brothers notes that
the Commission is precluded from considering a rate increase in excess of $26,897,928. As a result of
notices to the public, the total amount Young Brothers may receive is restricted to the total amount
requested in its application. See Decision and Order No. 13762 filed in Docket No. 7764
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and authorized to increase the rates charged for the transport of intrastate cargo across
water between the islands of the State. Furthermore, as noted in Attachment 1 of the
May 5" and the May 26 Letters to the Commission, the current projected losses
before interest and income taxes are now expected to be significantly greater due to the
drastic downturn in the State's economy resulting from the COVID-19 pandemic and
proclamations of the Governor in response to the pandemic.5°

The operating losses are a clear indication that the present rates are not
sufficient to provide Young Brothers with a reasonable opportunity to recover its 2020
Test Year operating expenses and taxes. The present rates are thus non-
compensatory. A public utility such as Young Brothers, like any other business, is not
able to continuously sustain net operating losses. In order to remain fit, viable, and a
going concern, any business must generate a profit. The profit provides the funds
necessary to:

¢ replace equipment when necessary;

¢ implement measures intended to improve operational efficiencies and

reduce operating costs; and

¢ obtain capital at reasonable rates for such actions.

Before a profit can be realized the business must be able to receive
revenues that are equal to the operating costs incurred to provide the service (including
non-cash expenses such as depreciation), and pay taxes. Thus, any business must

first determine the revenues required to recover its operating and tax expenses. Next,

63 See Attachment 1 for the near-term financial forecasts at April 28, 2020 and May 26, 2020,
wherein the total company losses before interest and income taxes are now projected to be $22,539,542
and $24,816,411, respectively.
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the business must determine the profit that it determines is necessary to sustain
operations in the long-term. The price that the business must charge to produce the
revenues that cover its operating expenses, tax expense, and provide a profit is based
on the number of units of product or service that the business expects to sell. In other
words, the price is the result of the total revenues divided by the units of expected sale.
Such price is expected to be compensatory or the business may face an operating loss,
especially when the operating expenses do not vary with the units sold (i.e. costs are
fixed).

YB has submitted extensive testimony and exhibits explaining why the
Company has reported operating losses®® and thus needs rate relief based on the
operating revenues at present rates and operating expenses and taxes for the 2020
Test Year. There are two primary reasons for the intrastate operating losses that have
been reported in 2019 through 2020 to-date and are expected to be incurred beyond,
until such time that YB is able to increase the present tariff rates to a level that is
compensatory. The two reasons are: (1) the decline in the intrastate cargo volumes
from the cargo volumes that were expected to be transported in the Test Year 2018
(i.e., the volumes upon which the current effective rates are based);%” and (2) the higher

operating expenses due primarily to the increase in labor and labor related costs.®®

66 See YB T-7, pages 12-13 for a discussion of the underlying reasons for the losses in reported in
2018 compared to the forecasted 2020 Test Year $1.1 million earnings before income taxes reflected in
the stipulated settlement for Docket No. 2017-0363.

&7 See YB T-5, pages 4-7 of 15 for the discussion of the reasons for the decline in intrastate cargo
tonnage and YB T-5, pages 14-15 for the discussion of the reasons for the decline in interstate cargo
tonnage transported by YB in 2018 through the 2020 Test Year, from the cargo tonnage assumed to be
transported for the 2020 Test Year revenue requirement; see also YB-502, which provides a detailed
explanation of the decline in intrastate cargo tonnage transported by YB; see also YB T-7, page 25, line 9
to page 29, line 9 and YB-708, which provides a comparison of the tonnage and associated operating
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B. Intrastate Cargo Tonnage and Revenues at Present Rates

As noted in the table below, the actual cargo volume transported by YB
has been steadily decreasing, resulting in lower intrastate revenues than the 2018 Test
Year revenue requirement and current effective rates approved by the Commission in
Decision and Order No. 36140, filed on February 1, 2019 (Decision and Order
No. 36140). The lower intrastate revenues YB received in 2018, when compared to the
stipulated revenue requirement for the 2018 Test Year and the net operating loss
reported for 2018,%° supported the need for the rate increase granted in Decision and
Order No. 36140. The continuing decline in intrastate cargo transported by YB has
resulted in further reductions to the intrastate operating revenues, thereby increasing
the operating losses reported for YB's intrastate operations.”® The COVID-19 pandemic
and proclamations of the Governor in response to the pandemic has resulted in a
significant downturn in the State's economy, resulting in a further decline in the
intrastate cargo tonnage to be transported by YB for the 2020 Test Year. The resultis a
further decline in intrastate revenues for the 2020 Test Year. The reasons for the

decline in cargo tonnage transported by YB since 2018 are due to factors that are not

revenues for 2017 (Actual), 2018 (Actual), 2019 (Forecast) and 2020 (Budget). The differing cargo
tonnage alsc impacts the allocation of YB's common operating expenses between the Company's intra
and interstate operations since the current Cost of Service model allocates common cost based on cargo
tonnage transported.

68 See YB T-3, page 23, line 10 to page 26, line 3 for a discussion of the increase in labor and labor
related costs for Terminal Operations, as well as YB-305, YB-306, YB-313 and YB-314; see also YB T-4,
page 29, YB-407, YB-408, and YB-423 for a discussion of the increase in labor and labor related costs for
Marine Operations; see also YB-719 for the comparative Profit and Loss for 2017 through 2020, YB-724
for a comparison of the 2020 and 2018 Test Year forecasts, and YB-725 through YB-727 for comparisons
and related explanations of the changes in operating expenses for 2017 through the 2020 Test Year.

69 Seeeq, YBT-7, page 13, line 17 to page 17, line 18.

70 See YB T-12, written direct testimony of Paul Brewbaker regarding the State's economy and
impact on the intrastate cargo tonnage transported by YB.
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within Young Brothers' control. The following table is a comparison of the intrastate

revenues at present rates.

2020 2020
2018TY | soua | Forossst | Foresuet DT | Forecast | Forecast
4-26-20 5-26-20
Intrastate Cargo 3,922 3,799 3,743 3,101 3,072
Tonnage
Intrastate 374,432 $70,500 $71,920 $71,537 $59,479 358,620
Revenues

Source: Amended Stipulation filed in Docket No. 2017-0363, Exhibit A, page 1
and YB T-7, page 27 of 48, line 7 and YB-708 page 1 of 2.

C. Operating Expenses
As explained in YB's May 14, 2020 letter to the Commission, Young
Brothers' operating expenses are primarily fixed--the expenses do not vary in proportion
to the cargo tonnage transported by the Company. As shown below, approximately
94% of Young Brothers' operating expenses represent the costs of receiving, loading,
transporting, and discharging cargo between the seven ports in the State.
Relationship of 2020 Total Company Carqo Handling, Maintenance, and Voyage

Expenses to Total Operating Expense Excluding Taxes Other Than Income Taxes
(TOTIT) and Income Taxes (IT)

(000s)
Total Company % of Total

Cargo Handling Expense $ 67,208 60%
Maintenance Department Expense’’ (37) 0%
Voyage Expense $ 37,572 34%

Subtotal $104,742 94%
Total Operating Expense Excluding $111,795 100%
TOTIT and IT
m The maintenance department expenses are allocated to the cargo handling and voyage

department, thus the negative $37,439 expense for the 2020 Test Year. As a result, the labor and labor
related costs for the maintenance department are reflected in the labor and labor related costs reflected in
the cargo handling and voyage expenses.
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As shown on YB-715, the Company expects to employ 374 employees in
the 2020 Test Year. Of the 374 employees, 322 employees are responsible for
performing the day-to-day activities (e.g., cargo handling, maintenance and voyage
activities) that are directly related to the transport of cargo. As shown on the table
below, the labor and labor related costs for these employees comprise approximately

59% of YB's total company operating expenses for the transport of cargo.

Operating Expenses Summary (in 000’s
P g=xp Y ) 2020 Budget

Total Labor and labor related $ 62,499
Total Non-Labor $ 43,241
Total Operating Expense for Cargo Handling, $105,740
Maintenance and Voyage
Labor as % of Total Operating Expense for Cargo 59.1%

Handling, Maintenance and Voyage

Source: YB T-7, page 31, lines 16-17.

The above labor and labor related costs are comprised of the direct labor,
payroll taxes, and benefits. The benefits reflect the costs of the premiums for the health
and welfare insurance coverage for the respective employees, pension contributions
and the accrual of the benefits other than pension and the 401k Company matching
contribution. Various withesses have explained the reasons for the increase in labor
and labor related costs. Mr. Chris Martin (YB T-3) stated that the increase in the labor
and labor related costs for YB's terminal operations (i.e., cargo handling) are primarily
due to the increases set forth in the various collective bargaining contracts that cover
the employees responsible for the terminal operations. YB-305 provides a comparison
of the headcount for 2017 through the 2020. A review of YB-305 reveals that the
increase in labor costs for YB's cargo handling operations are not due to an increase in

the number of employees performing the cargo handling activities as the total employee
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count has remained relatively stable since 2017. Thus, the increase in labor and labor
related costs are due to the increase in compensation and benefit costs for these
employees, as provided for in the various collective bargaining contracts covering the
terminal operations employees for the 2020 Test Year. YB-306, YB-307, and YB-312
provide copies of the union negotiated contracts and the wage schedules covering the
terminal operations employees for the 2020 Test Year.

Mr. Michael McDonald (YB T-4) stated that the increase in the labor and
labor related costs for YB's marine operations (i.e., voyage costs) are primarily due to
the increases set forth in the various collective bargaining contracts that cover the
employees responsible for the water transport operations. YB-715 provides a
comparison of the headcount for 2017 through 2020 for the marine operations. A
review of YB-408 reveals that the increase in labor costs for YB's voyaging operations
are not due to an increase in the number of employees performing the voyage activities,
as the total employee count has remained relatively stable since 2017.72 Thus, the
increase in labor and labor related costs are primarily due to the increase in
compensation and benefit costs for these employees, as provided for in the various
collective bargaining contracts covering the voyage operations employees for the 2020
Test Year. YB-406 provides copies of the union negotiated contract and the wage
schedules covering the voyaging operations employees for the 2020 Test Year.

D. Non-Labor and labor related operating expenses.

YB's withesses have provided explanations for the change in non-labor

72 The increase in the number of employees for 2019 was due to the requirements imposed for the
operation of the two new tugs that were placed in service in 2019.
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and labor related operating expenses in various exhibits. For example, Exhibits YB-313
and YB-314 provide an explanation of the expense variance in each cargo handling
expense from 2017 through the 2020 Test Year. Exhibits YB-407 and YB-408 provide
an explanation of the expense variance in each voyaging expense from 2017 through
the 2020 Test Year. Exhibit YB-720 provides an analysis of the operating expenses.
Exhibits YB-726 and YB-727 provide an explanation of the expense variances for each
Administrative and General Expense. Finally, as explained in YB T-7, page 42, line 3 to
page 43, line 10, Young Brothers "has, overall, reduced its non-labor costs" in
compliance with the Commission's directive in Order No. 36140 for Young Brothers to
control its costs. In addition, in Docket No. 2020-0084, Young Brothers provided
Attachment 2 in response to PUC-IR-II.A.3i. The Attachment provides a breakdown of
YB’s cost structure and explains that 63.1% of Young Brothers' costs are fixed costs.
Also, in response to PUC-IR-II.B.1.a, filed in Docket No. 2020-0084, Young Brothers
provides an explanation for the increase in operating expenses from 2015 to 2020.
Attachment 3 of this response provides details to support the explanations.
E. Summary

As explained in Section Ill.A. above, the net operating losses resulting
from the present non-compensatory tariff rates that were based on a 2018 Test Year
cannot continue if Young Brothers is to stabilize its financial situation and become a
financially sound business entity.

As explained in Section Il1.B, the present rates are based on an
assumption that Young Brothers would transport a higher volume of intrastate cargo

and receive a higher level of intrastate revenue in 2018, the test year for determining
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the present rates. The decline in intrastate revenues associated with the cargo tonnage
actually transported in 2019 through the 2020 Test Year from the cargo tonnage and
associated revenue requirement for the 2018 Test Year are due to factors that are
beyond Young Brothers' control. The COVID-19 pandemic (which is also beyond
Young Brothers’ control) has also resulted in a further decline in intrastate cargo
tonnage to be transported by YB. Thus, the operating losses that have been reported
and are expected to continue clearly demonstrate that the present rates are currently
non-compensatory.

As explained in Section Ill.C., the increase in labor and labor related costs
are primarily due to the terms of the collective bargaining agreements that cover the
employees who perform the day-to-day activities that are essential in the transport of
cargo between YB's seven ports. The contract terms were negotiated in good faith prior
to 2020, and extend beyond the 2020 Test Year. As with the employees covered under
collective bargaining contracts covering the State's governmental services, the union
contracts provided for annual raises that were deemed reasonable at the time of the
negotiations. Certainly, no one could have predicted that in 2020, there would be a
severe downturn in the State's economy due to the COVID-19 pandemic.

As explained in Section Ill.D. YB has, overall, reduced its non-labor costs
in response to the Commission's directive in Order No. 36140.

Based on the above, YB should be granted rate relief to address the
financial impact of the current non-compensatory tariff rates in light of the current status
of the State's economy. The intrastate transport of cargo over water between YB's

seven ports is a vital service that is critical to sustaining and revitalizing the State's
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economy. In order to sustain this vital service, Young Brothers must be authorized to
increase the present intrastate tariff rates. The above clearly demonstrates that the
present tariff rates authorized in Decision and Order No. 36140, filed on February 1,
2019, in Docket No. 2017-0363 are currently non-compensatory and unreasonable. As
a result, like any business that sustains operating losses, the prices for the product sold
must be increased from time to time to adjust for changing conditions. Unlike a non-
regulated business who can make such price adjustments in a timely manner, Young
Brothers must seek and receive prior Commission approval before the Company can
increase the present intrastate tariff rates that are clearly non-compensatory and do not
provide Young Brothers with a reasonable opportunity to recover its operating costs at
the current projected volume of intrastate cargo expected to be transported.

IvV. IMPLEMENTATION OF THE REQUESTED TEMPORARY RATE INCREASE.

Temporary or interim rate increases have generally been implemented as
an across the board percentage that is applied to utility's present tariff rates. Such
application, however, would not be practical for Young Brothers because the present
rates for the various commodities transported by Young Brothers do not presently
reflect the cost of transporting the various commodities. Thus, applying an across-the-
board percentage to all of Young Brothers' present rates is not reasonable at the
present time. Young Brothers will update the instant Motion with the Company's
proposed implementation of the $30,418,706 temporary rate increase that will better
reflect a gradual movement towards the implementation of cost-based rates for each

type of commodity transported.
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V. CONCLUSION

Based on the foregoing, Young Brothers has demonstrated that good
cause, probable entitlement, and financial need to justify Commission approval of an
emergency or temporary rate increase of $30,418,706, which represents the amount
forecasted for YB to “break even” through the remainder of 2020.

DATED: Honolulu, Hawaii, July 7, 2020.

/s/ David Y. Nakashima

JEFFREY T. ONO
DAVID Y. NAKASHIMA
JOHN E. DUBIEL

Attorneys for Applicant
YOUNG BROTHERS, LLC
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YOUNG BROTHERS, LLC

OVERALL FINANCIAL SUMMARY
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

EMERGENCY RATE RELIEF

AT CURRENT RATES INTRASTATE
LINE REQUESTED AT PROPOSED
NO. DESCRIPTION TOTAL COMPANY NON-JURIS INTRASTATE RATE RELIEF RATES
RATE BASE
1 Property & Equipment 234,911,627 234,911,627 - -
2 Less: Allowance for Depreciation (95,905,311} (95,905,311) - -
3 Net Property & Equipment 139,006,316 139,006,316 - -
4 Prepaid Pension & OPERB, Net of Tax 8,370,237 8,370,237 - -
5 Materials & Supplies 3,278,793 3,278,793 - -
& Cash Working Capital 4,257,815 4,257,815 - -
7 Deferred Income Taxes (20,258,313} (20,258,313) - -
28 TOTAL RATE BASE $ 134,654,847 S 134,654,847 § - S -
DEVELOPMENT OF RETURN
9 Freight Revenue 89,500,484 28,754,465 60,746,019 30,418,706 91,164,725
10 Other Operating Revenue 9,520,372 5,206,786 4,313,586 4,313,586
11 Total Operating Revenue 99,020,856 33,961,251 65,059,605 95,478,311
12 Cargo Handling Expense 66,638,370 8,497,999 58,140,371 58,140,371
12 Maintenance Department Expense (37,439) (5,141) (32,297) (32,297)
14 Voyage Expense 37,571,727 17,484,995 20,086,732 20,086,732
15 Administrative & General Expense 15,150,738 3,884,602 11,266,136 11,266,136
16 Other Taxes 2,910,751 238,061 2,672,690 2,672,690
17 Depreciation 5,585,417 2,240,738 3,344,679 3,344,679
18 State Income Taxes - - - - -
19 Federal Income Taxes - - - - -
20 Total Operating Expense 127,819,564 32,341,253 95,478,311 95,478,311
21 NET OPERATING {LOSS) INCOME $ (28,798,708) $ 1,619,998 $ (30,418,706) S -
22 RATE OF RETURN -21.39% 1.20% 0.00% 0.00%
23 % INCREASE ABOVE CURRENT INTRASTATE RATES 46.76%

SCH A-01
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YOUNG BROTHERS, LLC
REVENUE REQUIREMENT
FOR THE TEST YEAR ENDING DECEMBER 31, 2020
ERGENCY RATE RELIEF
LINE INTRASTATE
NO. DESCRIPTION SCHEDULE REFERENCE RESULTS
1 Adjusted Rate Base SCH-AD4 Intrastate Rate Base S -
2 Proposed Rate of Return SCH-A11 Cost of Capital 0.00%
3 Required Operating Income S -
4  Operating Income SCH-AO7 Intrastate Net Operating Income (20,418,706)
5 Income Deficiency S 30,418,706
6 Revenue Conversion Factor SCH-A12 Computation of Tax Factor 1.0000
7 Revenue Requirement $ 30,418,706

SCH A-Q2
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YOUNG BROTHERS, LLC

COMPUTATION OF ALLOWANCE FOR CASH WORKING CAPITAL
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

EMERGENCY RATE RELIEF

CASH
LINE ANNUAL REVENUE EXPENSE NET DAILY WORKING
NO. DESCRIPTION EXPENSE LAG LEAD LAGS EXPENSE CAPITAL
{A) {B) (€ (D) (E) {F)
LABOR
1 Salaries & Hourly Wages - 35.1 7.6 27.5 - -
2 Payroll Taxes - 35.1 7.6 27.5 - -
3 Health & Welfare - 35.1 26.4 8.7 - -
4  {a) Pension - IBU - 35.1 28.9 6.2 - -
5  {a) Other Post Employment Benefits - 35.1 2.0 33.1 - -
6 401K Plan - Company Match - 35.1 9.1 26.0 - -
OTHER OPERATION & MAINTENANCE
7 Insurance - 35.1 (71.1) 106.2 - -
8 Equipment Leases - 351 285 6.6 - -
9 Storage Rent & Parking - 35.1 22.3 12.8 - -
10 Wharfage, Dockage & Port Services - 35.1 28.6 6.5 - -
11 All Other Operation & Maintenance - 35.1 61.0 (25.9) - -
TAXES OTHER THAN INCOME
12 General Excise Tax - 351 333 1.8 - -
13 Property Tax - 35.1 (40.0) 75.1 - -
14 PUC Fees - 35.1 82.0 (46.9) - -
INCOME TAXES, CURRENT
15 Income Tax - Hawaii - 35.1 37.8 (2.7} - -
16 Income Tax - Federal - 35.1 37.8 (2.7} - -
17 Total Lagged Expenses - #DIV/0! -

{a) IWLU 142 and Salary plans excluded, assuming authorization of Net Prepaid Pension/OPEB Asset in rate base

IBU is a defined contribution plan

Pension
Other Post Employment Benefits
Total Pension/OPEB Expense

SCH A-05
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YOUNG BROTHERS, LLC

COMPUTATION OF INCOME TAXES
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

EMERGENCY RATE RELIEE

LINE
NO. DESCRIPTION 2020 TY ALLOCATOR % INTRA INTRASTATE NON-JURIS

INTEREST SYNCHRONIZATION

1 Rate Base 134,654,847 - 134,654,847

2 Cost of Debt 0.000% 0.000% 0.000%

3 Interest Tax Deduction - - -
TAXABLE INCOME

4 Earnings Before Interest & Taxes (EBIT) (28,798,708) CALC 105.63% {30,418,706) 1,619,998

5 Interest Tax Deduction - - -

6 Meals & Entertainment (50% Deductible} - EBIT 105.63% - -

7 TOTAL TAXABLE INCOME (28,798,708) CALC 105.63% {30,418,706) 1,619,998
STATE INCOME TAX

8 Taxable Income - State (28,798,708) (20,418,706) 1,619,998

9 State Tax Rate 0.000% 0.000% 0.000%

10  State Income Tax Provision - - -

11  Investment Tax Credit Adjustment - Hawaii - TAXABLE INCOME  105.63% - -

12  TOTAL STATE INCOME TAXES - - -
FEDERAL INCOME TAX

13 Taxable Income (28,798,708) (20,418,706) 1,619,998

14  State Income Tax Deduction - - -

15 Taxable Income - Federal (28,798,708) (20,418,706) 1,619,998

16  Federal Tax Rate 0.000% 0.000% 0.000%

17  Federal Income Tax Provision - - -

18  Excess Deferred Income Tax Amortization - Federal - TAXABLE INCOME  105.63% - -

19 TOTAL FEDERAL INCOME TAXES - - -

SCH A-08
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YOUNG BROTHERS, LLC

HAWAII INVESTMENT TAX CREDIT
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

RGENCY RATE RELIEF
BALANCE BALANCE
LINE ELIGIBLE AS OF AS OF
NO. VINTAGE INVESTMENTS TAX GRANT DEC. 31, 2019 AMORTIZATION ADDITIONS DEC. 31, 2020
{A) (B) = {A) x 4%

1 Pre-2005 15,870 (7,998) - 7,872
2 2005 5,097,542 203,902 - - - -
3 2006 12,489,972 499,599 30,105 {15,053) - 15,053
4 2007 36,122,565 1,444,903 387,078 {48,668) - 338,410
5 2008 21,726,361 869,054 356,875 {20,537) - 336,338
6 2009 755,696 30,228 220 {44) - 176
7 2010 1,453,461 58,138 5,306 (5,3086) - -
8 2011 3,458,668 138,347 27,669 {13,835) - 13,835
9 2012 1,268,046 50,722 13,842 (4,749) - 9,095
10 2013 3,647,512 145,900 38,524 {17,896) - 20,628
11 2014 2,437,670 97,507 45,545 {10,092) - 35,453
12 2015 1,916,054 76,642 43,383 (7,742) - 35,641
13 2016 5,369,212 214,768 142,996 {23,924) - 115,072
14 2017 1,678,358 67,134 51,904 (7,615) - 44,289
15 2018 * 41,427,112 1,657,084 - - - -
16 2019 * 45,000,000 1,800,000 - - - -
17 2020 * 7,000,000 280,000 - - - -
18 1,159,319 (183,457) - 975,861

* Young Brothers is in an NOL position, therefore the ITC grant for the tax year represents a Deferred Tax Asset {DTA)

SCH A-Q9



YOUNG BROTHERS, LLC

EXCESS FEDERAL DEFERRED INCOME TAXES (TCIA)
AMORTIZATION SCHEDULE

EXCESS DEFERRED INCOME TAXES
WEIGHTED AVERAGE REMAINING LIFE

ANNUAL AMORTIZATION

PER DOCKET NO. 2017-0363

TRUED UP TO CORRECT WTD AVG REMAINING LIFE

LINE
NO.

FOR THE TWELVE MONTHS ENDING

AMORTIZATION

Docket No. 2019-0117
YB Motion for Emergency or Temporary Rate Relief

Exhibit A

Page 14 of 17

GENCY RATE RELIEF

$  (7,444,121)

O~ O U s WN P

S el e =
~S U kN O

December 31, 2017
December 31, 2018
December 31, 2019
December 31, 2020
December 31, 2021
December 31, 2022
December 31, 2023
December 31, 2024
December 31, 2025
December 31, 2026
December 31, 2027
December 31, 2028
December 31, 2029
December 31, 2030
December 31, 2031
December 31, 2032
December 31, 2033

Dkt No. 2017-0363 Order Effective 3/1/2019
Assumes Rates in Dkt No. 2019-0066 Effective 10/1/2020

SCH A-10

13.9
$ 1,090,202
S 464,246
BALANCE

- §  {7,444,121)

- (7,444,121)
908,501 {6,535,619)
933,713 {5,601,907)
464,246 (5,137,660}
464,246 {4,673,414)
464,246 {4,209,167)
464,246 (3,744,921)
464,246 {3,280,675)
464,246 (2,816,428)
464,246 {2,352,182)
464,246 {1,887,935)
464,246 {1,423,689)
464,246 {959,443)
464,246 {495,196)
464,246 {30,950)

30,950



LINE
NO. DESCRIPTION

YOUNG BROTHERS, LLC

Docket No. 2019-0117

YB Motion for Emergency or Temporary Rate Relief

PROPOSED COST OF CAPITAL
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

SHARE

Exhibit A
Page 15 of 17

WEIGHTED

COsST

1 Short-Term Debt

2 Long-Term Debt

3 Commeon Equity

4 COST OF CAPITAL

5 AS REFLECTED IN APPLICATION FOR EMERGENCY RATE RELIEF

SCH A-11

0.00%

40.00%

60.00%

100.00%

0.00%

2.60%

8.10%

10.70%

0.00%



YOUNG BROTHERS, LLC

Docket No. 2019-0117
YB Motion for Emergency or Temporary Rate Relief

COMPUTATION OF REVENUE CONVERSION FACTOR
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

RATE RELIEF
LINE
NO. DESCRIPTION
1 Operating Revenue Percentage 100.00%
2 less: Hawaii Corporate Income Tax 6.015%
3 Operating Revenue Percentage After State Taxes Line 1 - Line 2 93.99%
4 Federal Income Tax Rate 21.000%
5 Federal Income Tax Line 3 xLine 4 19.74%
& Operating Income After Federal Income Tax Line 3 -Line 5 74.25%
7 Gross Revenue Conversion Factor 1/Line6 1.3468
6 ASREFLECTED IN APPLICATION FOR EMERGENCY RATE RELIEF

SCH A-12

Exhibit A
Page 16 of 17
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YOUNG BROTHERS, LLC

JURISDICTIONAL ALLOCATION FACTORS
FOR THE TEST YEAR ENDING DECEMBER 31, 2020

EMIERGENCY RATE RELIEF
INTRASTATE %
LINE GENERAL RATE EMERGENCY
NO. DESCRIPTICN ALLOCATOR INCREASE RATE RELIEF
Rate Base
1 Voyage RBVOY 56.65% 0.00%
2 CargoHandling RBCH 81.87% 0.00%
3  Administrative & General RBARG 73.55% 0.00%
4 Rate Base Total RBT 61.57% 0.00%
Operating Expense
5 Voyage Expense VoY 55.08% 53.46%
& Cargo Handling Expense, Less Cargo Insurance Premium CCH 83.44% 87.31%
7 Administrative & General, Less Rate Case and Gratis Contra Expense CA&G 73.55% 75.22%
& GET Tax Expense GETX 92.00% 92.00%
9 Real Property Expense RPTX 67.11% 67.11%
10 Operating Expense Total, Excluding Income Tax QET 73.06% 74.64%
Direct Assighment
11 Intrastate INTRA 100.00% 100.00%
12 Non-Jurisdictional NON 0.00% 0.00%

SCH A-13



Docket No. 2019-0117

YB Motion for Emergency or Temporary Rate Relief
Exhibit B

Page1of 6

EXPLANATION OF ADJUSTMENTS MADE TO YOUNG BROTHERS' 2020 TEST
YEAR REVENUE REQUIREMENT SHOWN ON EXHIBIT G. PAGE 2. FOR
PURPOSES OF DETERMINING THE INCREASE IN OPERATING REVENUES TO
SUPPORT THE REQUEST FOR TEMPORARY RATE INCREASE

General

On September 25, 2019, Young Brothers (“Young Brothers”, “YB”, or “the
Company”) filed an Application in Docket No. 2019-0117 seeking Commission approval
for a $26,997,928 increase in intrastate revenues over the $78,783,326 of intrastate
operating revenues at the Company's present tariff rates. Based on a proposed 10.7%
rate of return on the average Test Year rate base, Young Brothers determined that it
should be provided a reasonable opportunity to receive $105,781,254 of intrastate
operating revenues. The above was based on the revenue requirement elements for
the 2020 Test Year (2020 TY” or “Test Year”).

Included in the $78,783,326 of intrastate operating revenues is $71,537,098 of
intrastate revenue that is to be received for the transport of intrastate cargo between
Young Brothers' seven ports in the State. The $71,537,098 represents the then
forecast of intrastate cargo tonnage to be transported in the 2020 Test Year times the
Company's present tariff rates. As noted above, in order to receive the $105,781,254 of
intrastate operating revenues, Young Brothers would need to increase the present rates
to a price/tariff rate that would produce the additional $26,997 928 of intrastate
operating revenues.

In determining the above intrastate operating revenues, Young Brothers
presented the Company's forecast of the operating expenses that would be incurred for

the 2020 Test Year. The operating expenses represent the total company costs that
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Young Brothers incurs to support the Company's intrastate (i.e., regulated) and
interstate (i.e., non-regulated) operations. The allocation of the total company common
costs between the intra and interstate operations reflects the results of the Cost of
Service model discussed in YB T-9. This model was developed in response to the
criticism raised by the Commission and Consumer Advocate with the prior Marsoft cost

of service model previously used for the allocation of the total company common costs.

Request for Emergency or Temporary Rate Increase

The request for Emergency or Temporary Rate Increase is limited to the increase
in revenue requirement that will allow Young Brothers to "break even." As a result, for
purposes of the Emergency or Temporary Rate Increase request, Young Brothers is not
seeking an increase in revenue requirement that will provide the Company with a
reasonable opportunity to earn a return on the Test Year rate base (i.e., net income).
Thus, the increase in revenue requirement for purposes of determining the Emergency
or Temporary Rate Increase does not include Income Taxes. Young Brothers reserves
consideration of rate base, a return on rate base, and Income Taxes for determination in
the permanent increase and permanent tariff rates requests originally filed in this

docket.

Process by which Young Brothers determined the 2020 Test Year Operating
Revenue and Operating Expenses for purposes of determining the Temporary
Rate Increase.

To-date, Young Brothers has responded to, among other things, over 350

discovery requests (aka, information requests or IRs) submitted by the Consumer
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Advocate during the course of the Consumer Advocate's review of Young Brothers'
Application and supporting documents in this proceeding.! Later, Young Brothers also
submitted supplemental responses to many of these discovery requests to further
update the record. Based on these types of information and updates in the current
record, Young Brothers determined its projected intrastate revenues and operating

expenses for the 2020 Test Year, as described below.

Intrastate Revenues

As discussed in the Motion for Emergency or Temporary Rate Relief, current
forecast of intrastate cargo tonnage to be transported by Young Brothers resulting from
the COVID-19 pandemic is significantly lower than the cargo tonnage upon which the
$71,537,098 intrastate revenues was based. As discussed in great detail in the Motion
for Emergency or Temporary Rate Relief, the cargo tonnage expected to be transported
in the 2020 Test Year will serve as the basis for determining the per unit tariff rate that
YB must charge in order to receive the 2020 Test Year revenue requirement. If the
cargo tonnage overstates the actual tonnage that will be transported by Young Brothers,
the per unit tariff rate will be understated, resulting in a revenue shortfall. This was the
situation with the difference between the estimated and actual intrastate cargo tonnage
transported by Young Brothers in 2019 and 2020 to-date, contributing to the net

operating losses reported by the Company. Thus, given the lower cargo tonnage to be

1 In addition, Young Brothers also responded to approximately 50 discovery requests submitted by

the Consumer Advocate and the Commission in Docket No. 2020-0084. As part of this proceeding,
Young Brothers also met with the Consumer Advocate's consultants in the conduct of their on-site
interviews to gather additional information and better understand Young Brothers' operations and the
basis for the projected 2020 Test Year revenue requirement elements.
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transported as a result of the COVID-19 pandemic, Young Brothers contends that it is
appropriate to reflect the lower cargo tonnage in determining the present intrastate
revenues and per unit tariff rate that should be charged to provide Young Brothers with
a reasonable opportunity to receive the 2020 Test Year revenue requirement.
Attachment 1 of this Exhibit B reflects the current cargo tonnage that YB expects to
transport on a normal on-going basis.

The revised volume forecast of 6,954,417 cargo tonnage for the 2020 Test Year
(i.e., 3,702,099 intrastate + 3,882,318 interstate) is generally an optimistic prediction
based on a variety of assumptions most notably the projected freight revenues are the
result of a Monte Carlo probabilistic simulation process to assess likely outcomes given
a variety of detailed assumptions by major customer category and cargo types across
time. The Company expects COVID-19 volume impacts will most certainly continue
beyond 2020, however, the Company’s expectations are that approximately 1/3 of peak
impacts (forecasted in April, May June of 2020) will occur at the end of year and carry

into 2021. This forecast is often referred to as the “swoosh” recovery.

Total Company Operating Expenses

In determining the total company operating expenses needed on a normal on-
going basis, Young Brothers re-analyzed each response to the applicable discovery
requests submitted by the Commission and Consumer Advocate in the instant docket
and in Docket No. 2020-0084. The Company then first identified all adjustments to YB's
pre-filed revenue requirement elements that were discussed in said responses. Next,

Young Brothers categorized the adjustments as follows:
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¢ adjustments to correct the pre-filed data;
¢ adjustments to reflect current information; and
¢ adjustments that represent measures that are temporarily being implemented to
address the Company's dire financial situation and the need to preserve the
available cash on hand.
Attachment 2 of this Exhibit B lists: (1) the adjustments identified by the Company,
(2) the discovery request discussing the adjustments, (3) the quantification of the
adjustment, (4) the disposition of each adjustment, and (5) a brief statement as to why
the adjustment was not considered in determining the increase in revenue requirement
for purposes of the Temporary Rate increase, if applicable.
After incorporating the adjustments reflected on Attachment 2 of Exhibit B to the
amounts shown on YB Exhibit G, page 2, the Company then applied the updated cost of
service (“COS”) model allocation factors to derive the intrastate operating expenses

upon which the request for Emergency or Temporary Rate Relief is based.

COS Model

As explained in Attachment 3 of Exhibit B, the COS model allocation factors were
adjusted to incorporate the changes to which Young Brothers agreed in the Company’s
response to the Consumer Advocate's discovery requests. In addition, adjustments
were made to reflect changes that were identified by during internal review of the model
while incorporating changes agreed to in the responses to the Consumer Advocate's
information request. Last, the allocation factors were revised to reflect the updated

cargo tonnage that YB expects to transport on a normalized basis for the 2020 Test
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Year. The results of the above are reflected in Attachment 3, which also provides a
comparison of the current revised allocation factors to the factors upon which Young

Brothers' pre-filed revenue requirement was based.
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Young Brothers, LLC
Comparative Volume Summary
ity aseite Actual Actual Actual Average Forecast Variance Variance Variance
2017 2018 2019 2017 - 2019 2020 Forecast vs 2018 Forecast vs 2019 Forecast vs Avg
Revenue Tonnage 3,711,021 3,922,280 3,726,287 3,786,530 3,072,099 -21.68% -17.56% -18.87%
Freight Revenue $ 69,790,594 $70,499,562 $ 70,883,338 $70,391,165 $ 58,620,169 -16.85% -17.30% -16.72%
itrsrita Actual Actual Actual Average Forecast Variance Variance Variance
2017 2018 2019 2017 - 2019 2020 Forecast vs 2018 Forecast vs 2019 Forecast vs Avg
Revenue Tonnage 4,267,498 4,225,277 4,403,302 4,298,692 3,882,318 -8.12% -11.83% -9.69%
Freight Revenue $ 31,184,096 $ 31,297,675 $ 35117424 $32,533,065 $ 28,582,225 -8.68% -18.61% -12.14%

JA%WWM

N\

3 4:5 67 8 942011792(1- 2.3 4 5
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Workpaper
Piece Count by Customer Category Revenue Tonnage by Customer Category
Year Month Intrastate Interstate Grand Total Year Month Intrastate Interstate  Grand Total
2016 1 44,481 6,303 50,784 2016 1 293,059 381,122 674,181
2 45,216 5,669 50,885 2 288,066 359,890 647,956
3 50,866 6,373 57,239 3 313,191 395,767 708,958
4 45,697 6,171 51,868 4 314,244 373,262 687,506
5 47,868 6,306 54,174 5 318,756 371,473 690,229
6 47,986 5,791 53,777 6 327,502 365,065 692,567
7 43,775 5,353 49,128 7 288,478 333,197 621,675
8 46,764 5,778 52,542 8 330,081 366,974 697,054
9 45,152 7,429 52,581 9 313,222 397,805 711,027
10 46,853 8,299 55,152 10 317,766 426,869 744,635
11 45,300 8,599 53,899 11 299,707 434,828 734,535
12 44,833 6,930 51,763 12 305,961 424,152 730,113
2017 1 44,271 5,770 50,041 2017 1 308,344 366,462 674,805
2 41,479 5,736 47,215 2 276,752 343 491 620,243
3 49,850 6,764 56,614 3 320,179 400,913 721,092
4 44,628 5,700 50,328 4 300,591 349,565 650,156
5 47,708 5,908 53,616 5 321,867 372,680 694,547
6 46,704 5,816 52,520 6 319,337 361,378 680,714
7 44,973 5,466 50,439 7 314,850 351,708 666,558
8 47,838 5,722 53,560 8 338,021 362,772 700,793
9 42,619 5,071 47,690 9 292,697 313,591 606,288
10 45,928 5,674 51,602 10 311,544 351,719 663,263
11 44,458 5,601 50,059 11 306,571 360,244 666,815
12 40,671 5,516 46,187 12 300,271 332,974 633,245
2018 1 45,071 5,506 50,577 2018 1 331,208 349,126 680,334
2 41,127 5,496 46,623 2 295,045 340,401 635,446
3 47,657 5,638 53,295 3 347,458 356,431 703,889
4 44,334 5,800 50,134 4 332,791 356,373 689,164
5 49,202 6,185 55,387 5 349,222 376,104 725,327
6 45,280 5,571 50,851 6 340,816 340,617 681,433
7 46,183 5,527 51,710 7 345,181 345,910 691,091
8 37,195 6,131 43,326 8 304,632 375,102 679,735
9 41,883 5,152 47,035 9 308,166 314,411 622,577
10 45,899 5,677 51,576 10 350,176 345,615 695,792
11 41,899 5,714 47,613 11 309,675 351,879 661,554
12 41,762 6,066 47,828 12 307,910 373,306 681,216
2019 1 43,915 6,483 50,398 2019 1 326,445 374,117 700,562
2 37,849 5,290 43,139 2 285,402 340,523 625,925
3 41,669 5,789 47,458 3 304,339 358,216 662,555
4 44,577 6,112 50,689 4 333,521 376,319 709,840
5 41,637 6,616 48,253 5 324,750 377,416 702,166
6 41,776 5,955 47,731 6 311,600 354,612 666,212
7 42,960 6,063 49,023 7 325,888 376,085 701,974
8 42,849 6,547 49,396 8 324,794 402,186 726,980
9 38,847 5,431 44,278 9 292,830 329,088 621,918
10 43,682 6,221 49,903 10 324,069 377,901 701,970
11 38,090 6,075 44,165 11 289,021 356,186 645,207
12 38,611 6,250 44,861 12 283,628 380,652 664,280
2020 1 39,943 6,138 46,081 2020 1 296,549 380,890 677,439
2 36,759 5,758 42,517 2 274,972 345,298 620,270
3 38,481 5,860 44,341 3 295,921 382,960 678,881
4 24,133 4,340 28,473 4 199,616 271,876 471,493
5 26,412 3,898 30,310 5 209,699 243,228 452,927
2020 Forecast 6 238,429 286,755 525,184
Data sources: 7 240,923 315,844 556,768
- Historical volumes originate from FACE. 8 254,039 313,469 567,508
- Historical revenues originate from SAP. 9 256,990 311,274 568,264
- 2020 Forecasted volumes reflect the volumes associated 10 278,533 362,622 641,155
with the company's forecasted revenues. 11 252,280 328,520 580,800
12 274,147 339,582 613,729



Docket No. 2019-0017

YB Motion for Emergency or Temporary Rate Relief

Exhibit B
achment 2
Page 1 of 1

Mmﬂn wual-8uoj e uo 3jqeureysns aue saBueyd yons se ‘aseasnul el Aeiodwal 3y vl waunsnipe
siy} Bupapisuod jou st Auedwo) sy “siyauaq aduly Jo 3R WS ue SApNPU| os[e awisnipe

SIYL 'STON Ul 3NsaJ pue AJojesuadiod-uou 3Je Jey) Sa1ed yiie) 3iesenu) wasaud sy aseasoul

03 pazuoyine 5| Auedwo) 3y} 1RY1 W YINS [1UN SIAIISII YSEI 3|qR|EAR 51| aAasaad 01 gA FuLinbas
uopienyys [epoueuy ip Wwasaud s Auedwo) ay3 3yl 01 NP 22104 JI0M Uf uoPINpal Aesodway se [Bm
se ‘azaayy Juuy wouay Suynsas 's1seq [enuue ue uo ‘sBunes umous Ay d jo a1ewns3

noNpas W agoip J0u ase
SUOIIINP3L 1507 Y1 S8 J3131 1. Aseodwa) J0j PAIIPISUOI JON SUOIIPUOI [P UEUY 311p Juasaud 0}
aNp panidas uonanpa s3es Jopuah Aielodwa) wouy Bupinsas ‘sTuines umouy Apuasaid Jo arewns3

PRUILIAIAP USQ 124 10U IARY SIS0D YINS SADIAIRS paseys Aq papincid JaBuo| ou sadines

2y1 uuopad 0} 51500 gA U 3seR.10Ul AQ 13510 3q ||IM SIANAIIS PAJRYS UL UOHINPAI 3dUIS Suyy 3jed
Aresodwa) ul ppNPUL 10U 230J253Y 1 “ANIGRUIRISNS WR)-BUO| JUILLIBIAP 0) J3PI0 UL PAPIIU S jI0M
SIY} UIRISNS 0} 5[2A3] 3483S S3310.8 Buno, Jo uoyenjea3 “seakojdwa 51110 Bunoy 01 s3akoldwR

SBAIDS PRJIRYS 5504 WO HIOM SI91018 Bunoy jo uorlisues) wouy Buginsas sBuiaes jo ajewnsy (000°099)

‘uolPNpal Juaueuad
2q 01 papadx2 10U se PIRJ 2181 Aleiodwia) 10§ PRIAPISUOD JON ‘SUOINPUOI [BDURUY 11p Juasaid 0]
anp panizdas uonanpal ajes sopusa Aesodws) woiy Suninsas ‘sSumes umouy Apuasasd jo a1ewnsy

“Auedwo) 3y jo uopedqo ue suewal 3 se ‘Suijy Ja1ja1 sies Aesodws)y ayy

W04 PapN|IXa S| JUNCWE SIY} ‘Yans sy “JuawAed paniwal Jou sey Ing ‘51500 asay Juinode Apuauind
pue Supiodal jeussy sy Suizieuy si sJay30a@ Junoy JaABMON “H-LOG aY) 03 53502 a8eu0)s ayy Aed
01 pajediqo st Auedwo) 8y) “E1-bb-6T§ YYH 01 Pale|a) 51500 281015 SIaUIRIN0D Paliodal-j|as Joy

(134 13d 000'890°T$ Ajewixoudde) yuow 1ad 00O'68S Altewixeidde sapnjui 128png 0707 241 (000'890'T)

‘aseasnu) usuewsad ased
218l |eJ2UR8 2 Ul PAIIPISUDD 3q 01 PUR IIUDIJ2J J0J SIY) SIPNPUY Auedwo) 3y) 1350 0} asuadxa

X} SWODU| OU 3104313y} “WINJSI P3UIES OU 51 353Y) Se ‘Jaija1 33es Asesodwa) Jo) pasapIsuod 3q 010N (Ly#'9ET)

‘sasuadxa panp-ga

03 safueyp Aue u ynsai Jou [jim uonezive81031 3y se Buiy Jas 218 Asesodwal J0j PIAPISUCD 10N (866'6T)

"JREPNG YUM HIR1} UO 318 SIAIRYD S)eP-0F-JESA

020z se ‘aseasnu) ajes Auesod wouy fpe siy1 fuipnpxa sy Auedwo ay) "siayiorg Sunog
01 passasse s8Ry JUBQ PRI 1IPRID ASEUDU| LIN Uj 1Y) SITIBYD PIeD JPRID BSRIIIUI PINOM YIIYM
‘aseanul e e oy [enusiod y) se |[@m se ‘GT0Z YBNnoay 9T woiy padualiadxa s13y104g Sunoy
18Y) 533} jueq uj aseanu) Bujpuaa e o1 anp Ajewad pasn sem Axosd ay) Juassad-gz Ag 188png
4aienb yunoy syy paseanur Auedwo) syl '0z0z §o 1ed Janie) 2y u) saBIeyd 2205 PIRd WP

yueq paseasdu| |epuatod Joy Axoad e apnjaul 0Z0Z 404 pR1a8png sadieyd a1A19s paed Ypaid jueq 3yl (062°81)

uawwo) Juawysnipy

paapisuo) sway| xado

locz'tst) (acz'zsT) sueld asejpm uIuo) TOPLL uot 103y g Suuy pausajaq ‘spyohe aakodwz TT-4FYD  ¥B00-020Z
(re6'ev) - (166'ev) saxe] |joihed T'0'ELL uonezueSioay 1 SuulH paLiajaq ‘spoAe aakoiduil TI-4HVD  ¥800-0202
(oso'szs) (0s0'ses) SSLIE[ES |BJBUSD PUE BANBNSIIWPY JAYI0 T0ZLL uonezuedioay g Suui pauayaq ‘spoken askojdwy TI-¥HYD  ¥B00-020T
(15 >d] . (es6°€T2) sUB|d 2JBJ[2 M ‘SUOIINGLIL0D O'0'EVL 102y '3 SuLy pasiagaq ‘syyohe sakojduy TI-YFYD  ¥800-0207
(L¥9'z9) . (£¥9'79) saxe |joshed 007y wonezueRioay 13 SuuH pasajag ‘spohe sakojdusz TI-4HYD  $800-0207
(e16'818) = (€16'818) sefem 00w uonenuediosy 3 Suuy passsyag ‘spoke sakojdwy TI-¥HYD  ¥800-020T
(6¥6'€T) = (6v6°eT) 30UBLIIUIRW - SUBJd BIRYIM ‘SuONNGUILD) Z0°EEL uonenueRioay g Suny pausjaq ‘syjoke aakojdw TI-HFYD  $800-0207
(ez6'02) = (eze'0z) FUBUAUIRH - SUB|d IRJIPM ‘SUOIINGUIUO) TO'EEL uonezueSiody g SuwiH pauayaq ‘syoke) aakojdurg TI-¥FYD  $800-0202
(z06'¢) = (zo6'e) [25534 dueUANUIRY - saxe| (joiked Z0zes uoneaveSiosy g Juuiy pausyeq syoke sskojdw TI-¥FYD  $800-0202
(zsg's) = (zs8's) PISIIOYS IURUNUIB - Saxe |j0ihed T°0°ZEL uonenueSiosy ig Suuiy paiiajaq ‘sjohe aakojdw3 TI-¥FYD  ¥800-020Z
(000'ts) # (000°TS) [@ssap ueuURW - 9B TOTEL uonezueSioay g JuuiH pauajaq sode sakojduiz TI-4FYD  $800-020T
(005'92) = (005°92) apisasoys asueuduie - saBep TOTEL uoneznueRioay iy Suuy paisyeq ‘syjohe aakojdw TI-HHYD  +800-0207
(oT¥'sy) - (oTt'8Y) SUB|d 21BJ|IM 'SUCHNGLAUO) '0'ETL uonezueioay 1§ Sulny paiiajaq ‘s)oAe aakoidw3 TI-HIYD  +800-0202
(T¥S'eT) - (Trs'eT) saxel |joshed 0072, uoneziuediody B BulH PaLIayaq ‘sjyoke aako|dul TI-HIVD  ¥800-0202
(000°22T) ~ (000°2£T) safem 00 TZL uopeziuedioay g SuuiH pauajaq ‘spyode askojdwy TI-HIYD  ¥800-020C
(000°5T) = (000°ST) sasuadx3 uijanesl T'0T8L SUN03s|q Jopuap patenoday OT-4I¥D  +800-0207
(005'0€) (005°0€) 2JlH J9HeY) 0'0TSL 5jUNo3sIQ J0puaA paienoday OT-HIVD)  +800-0202
(00Z'6T) (00z‘6T) suodiosqng pue sang diysisquIsN T'0'6LL 51Un0ds|q J0puaA patenosan OT-HIYD  +800-0Z0Z
(6LL'62) (6L£°62) 3 dag 18N JBYI0 T'0'9EL SIN025|Q J0pUIA Pateodan OT-4I'VD  $800-0202
(560°T6) (560'16) S30AIBS APISIND T'O'SLL SUN0s|(Q J0pUBA PajenoTaN 0T-HIYD  ¥800-0202
= (000'099) S30IAIBG Paseys $504 - sasuadxg PAIEd0|ly T'0'8BL U4 ’§ DOV - SUOIIUNS SIAS PIIRYS 1DIIS 2IN0S-U| 0T-4IYD  ¥800-020Z
(520'eL) = (seo'es) sasuadx3 8nt 0°0°95L JuawaaBy moy H-OW OT-HFYD  ¥800-0207

ovz'or orTor ovz'or uudinby pue Buipjing 2010 30 dueLAUEW Z'0'L8L (ssnoieog ga) Awpey - nedey g e (Q)6TE-YYD LTTO6TOZ §

(ovz'or) (ovz'or) (ovz'or) nudinby pue Suipjing 20140 30 2oueUAIRW T'0'L8L (wwpy ‘uoH gA) Awe - neday g e (Q)6ZE-UFYD  LTTO-6I0Z S

(6£Z°ET) (6Lz'€T) (6L2'eT) safliey) §501) 0JeAU] - Sasuadx] PR1LJOYY Z0°88L (219201 1v-1H-D4) AWped - Jieday B uieN  (Q)6ZE-HIVD LTIO-6I0Z S

(000'€€) (000°€€) (000'e€) safliey) $501) 0JeAU) - SAsUIXI PRILJOJIY Z'0'8BL (PaNG-1H-DWH) Awjoed - Jjeday g IvieN  (@)6Ze-HIvD LTIO-6I0C S
- (000°830'T) Buypuey ofie) 1230 0°0'97L S13URIN0) PALIOdRYYIRS  SBZ-UIVD  LTTO-6T0Z

(£9v°8OE) (¢ot's0€)  (L9v'80E) Buypuey odie) 12410 0°0'9ZL 281015 paieudisaq H-10d  SBZ-HIVD LTIO-6IOZ €

(666'25T) (666ZST)  (666'75T) Xe| 35X3 55019 0'0'TO8 XeLasig RIBUBY  TLZ-WFYD LTIO6T0T 9
(ev'9eT) S9XEL BWODU| 31RIS PALIAJIQ JOj UOISIAOIY 0'0'996 UpaD) XL Aqepunjay - vonezowyY 139)  BZTUHYD  LTTO-STOT
ON Asaujpew pue [Ny ‘dueinsul 0'06YL dx3 adueinsu) pBeyded aupeW WeH,  ZTZ-MIVD LTTO-6T0Z

(ssv'or) (ssv'ow)  (ssp'ap) S20|AI3S Paseys 50 - sasuadxy pajedolly T'0'88L ASojopoyrayy uonedojly sdo L1~ A5 paseys  SEE-¥FYD LTTO6T0Z ¥

(BSS'EET) (8ss'eer)  (8SS'€ET) SINIAG PRIRYS S50 - SISUACX] PAIE0|Y T'0'B8L ASojopoyiaiy uonedo|ly sd0 11 - A5 paseys  ZOZ-MIVD  LTTO-610Z ¥

(sot'te) (sor'te) (sot'te) SRS PAIRYS S50 - SASUATXT PAIEIO|IY T'0'BBL SuOISIAdY 198pNG 0207 - 945 PRIRYS  LZE-¥HYD LTITO6I0Z ¥
: (866'6T) 530435 PaseyS 504 - 5a5uadx3 PRI T'0'BBL 1003440 L1- S pasRyS  TOZ-YIYD  LTTO-6T0Z

(v1z'se) (r1Z's€E) (¥1Z6E) safepm 00TZL  uowau0) ey aflep - oswadng leuiwsa) aBieg  EST-MIYD  LTTO6T0Z 2
% (062°8¥) Buypuen oB1e3 53410 0'0'92L safieydued  9LT-HIYD LTTO6TOZ

uines Bug ey sfpyaiey  suomdaio)  junowy uopdinsaq vosn  vosn uopdiasag  @dusiajey "ONIPOd HIPY
Licad A Mk = Sinisran
up waunsnipy
Ie0L
aseanu|

Buy
a3y Asesodwa) woy papnpxy

ey Aesodwa] vl papnpuj



Docket No. 2019-0017

YB Motion for Emergency or Temporary Rate Relief

Exhibit B
Attachment 2
Page 2 of 2

‘53184 AI01eSUadUI0)
-uou Wwouy Bupnsas Auedwo) syl JO UOIYPLOI [EPUBUY 34IP 03 3np apew Buiaq Auo i [e11agep

paiapisuo) sway xado

(sez'ee6'T) § (Ev0'zs9'zT) §

(s8€'8L127) § (029'705'T) § (594's29) § (£99'€9L'9T) §

|e3oL puesn

3y pue suires waueusad e 10U 5151yl Se 31y 318y Aleiodwa] 10§ PAIAPISU0D 10U e SUAWISHIpE (000's2) - (000'se) 2oueudluiely puesiieday 0'08kL - g £-euade) - sjeday g 3oueuduiely 2uodisod TZ-HIY)  £800-0202
3yl "TZOZ IuN pauaap ujaq 2.e Jeyl 133png 0Z0Z Ul PAPNIOUI SIS0 DUBUIIUIEW SJUBsAIdaY (000°02€) - (000'02€) 2oueuduiely puesiieday 0'0'8HL ewejey - Jjeday g duUBUIUIRN 2uodisod TZ-HIYD  $800-0202
"21835 23 U1 suod uaAS 3yl usamiaq ofied Meisenul jo uodsuen 3yl Joy s2ie Aolesuadwod

aB1EyD 0] 3qe 51 51941048 BUNOA UBYM BNULUO 03 1ous| Asesod (e08'TH) - (g08'TY) SI99YJ0 40 SueIES TOTLL diysiapeat amnoax3 :sind Aejes Aeiodwal  (q)6T-YIVD  £800-0202
YL "SAAIB5II yYsed ajqejiene s, Auedwo) ayl aasasaid 03 pasu Yl Suminbas uoneniis [eueUY P (00T'8) - (00T'6) safep 00THL diysiapea amIndax3 :sin) Aejes Aesodwal  (Q)6T-HIYD)  ©B00-0Z07
wassid $194304g BuNoA 03 3NP PaIuSWS|duw SeMm SUNSEIW SIYL “WISI-BU0| Sy Ul UoNde BGeuleIsNS (8£9'7) # (8£92) [2559 3ouRUBIUIEIN - SaTeM TOTEL diysiapea aandax] :sin) Asejes Atesodway  (q)6T-4IYD  800-020T
£ 30U 5| 2Unseaws Aresodwa) syl se Sujy Ja1j34 218 Alesod W) ) PASAPISUOI 10U 51 UdWISTIpE (L10'D) - (£10'%) SpIsaIoyS duRUAUIRN -S3TeM T'OTEL diysispea] annoax3 :sin) Asejes Aiesodway 6I-HI'YD  £800-020T
8y -uonesuadwod 3AINJEXS JO Jo D Auesodws) ayy wouy Suninsaa sduiaes |enuue susssaday (ovz's) - (ove's) safep 00TTL diyssspes aandaxg :sin) Auejes Aesodway 6T-4IFVD  ¥800-020T
(s09'9) b (5099) saxel ||oJAed T'OELL saafo|dw3 ng-uoN :saseasou| afep az3asy  (e)6T-HIVID  $800-0207
"31835 Y3 Ul sHod UIADS Ay UIIMIA] 0Fied (£58) - (£58) 95527 20UBUIIUIBI - SAXE] ||0JABd T'OTEL saaho|dw3 nNg-uoN :seseanu)8em 223213 (8)6T-HIVD  800-020T
aleisenul yo podsuen 3y a0y sajes Aojesuadwod 38ieyo 01 3|qe st s1ay30ig Sunoa uaym anuRuod (9€8) - (9€8) BPIS210YS IDURUIIUIR - Saxe) [0IARY T'Q'ZEL saaho|dw3 na-uoN :saseasou] a8ep azaasd  (e)6T-HIVD  £800-0207
01 paadxa J0u 5| aunseaw Alesodwal YL "SaAI3s3) Ysed ajqejieae s Auedwo) ay3 ansasaid 0 paau (£82'€) = (£8L) saxe] ||0JAed 0°0'ZZL saakodw3 ng-uoN :saseasou| afem azaay  (e)6T-HIV)  ©800-0207
2y} Suinbas uonenyss [ePueuy aap Wasaad sisyjoag unoy 03 anp pauswsdw) sem unseaw (6T6'S6) - (616'S6) SSUE|ES |EIIUID PUB INIBNSIUIWPY YO TOTLL seahojdwy ng-uon :sesesuou) adep sze9uy  (B)6T-4IVD  ¥B00-020T
SIYL "wa1-8U0| Y3 U] UDIIIE 2|qRUIRISNS B J0U 5| 2nseaw Asesodway syl se Buyjy jai121 3184 (z8T's) - (z8z's) [Bssap saueuajuely -saSep T'0TEL saafojdw3 ng-uop :seseasu) a8em szealy  (e)6T-¥IFYD  ¥800-020T
Aresodwa) uy pauapisuod Jou st Juswisnipe ay) seskojdws Suniedieq-uou 1o} 198png ui papnjouy (eze'oT) - (gz6'0T) apisaloys dueuduey -s38ep TO'TEL saaho|dw3 ng-uop :saseasou) aBep 229244 (B)6T-HIWD  ©800-0207
SEM JBYJ DSERIIU] JIDW %E Y JO [BAOWR Asesodwal 2yl wouy Sunnsaa sSuiaes [enuue suasasday (r0s'6t) = (t0s'6t) safem 00'TZL sadho|dw3 ng-uoN :saseasdu) a8ep 9zaau4  (B)6T-HIFYD  ¥800-0Z0T
(TLT'1EE) = (TLT'1E€) SUB|d 3443 ‘SUOIINGUIUCD O'0'ENL 2|npays Buljies paonpay Z-4I¥D  v800-0202
(202'10T) = (£02'1071) saxe] |jeihed 0°0'THL 3|npayds Suijies panpay Z-¥IY)  v800-020T
(£6v6T€"T) : (£60'6TE'T) safem 0°0'THL S paonpay TUFYD  v800-070T
*suod uanas s,gA uaamiaqg 081ed ajeiseiul Jo podsues) 2yl Joy sajes Aojesuadwod aSieyd (v¥z'0z) - (v¥z'0z) [9553A 2duBUAIUIEI - SAXE] ||0IABd TOTEL e pasnpay T-¥Hvd  $800-020T
03 s1ayroag Sunoj Suizuoyine sseauoul sel [essusd e sansoal Auedwo) 8y usym pue y anuuod (rEc'or) = (vEE'or) IPISII0YS DIUBUIIUB - SAXEL |[0IARY T'OZEL es paonpay YY) ¥800-020T
01 jueaw jou ale saSueyd ajnpayas Sulies 3yl "JON B Ul nsal pue sajes Aojesuadwod-uou (zg9'voz) & (z£9'v97) |8ss8 BouBUBUIEN -S8SeM ZOTTEL S paonpay YYD £800-0707
2ue JBY) 52384 Yule] lelseliul Juasaad 3yl 35ea.0U) 03 PRZIIOYINE 5| 51343018 SunoA Jeyl 3wl yans (8gz'Lz8) - (gez'tzs) 3pisaIoys AdUBUAUIE -5IBeM T'OTEL es pasnpay -4V $800-0207
113U s3AI531 Ysed 3|qejieAr sAuedwo) 3yl aauasald o) paau 2yl pue Sulinsal uonenys [ePueRUY (evz'98r) b (evL'98Y) saxel ||0ihed 00TTL eS paonpay T-¥HYD  ¥800-020T
a11p Jua1nd s18y301g Sunoy ssaippe 01 3dejd ojul Ind 81am Jey) saunseaw 18 Yyes sBuines Atelodwa) (759'29€'9) B (zs9'z9€'9) ssfem 00 TTL 3|npayds Suijies psanpay Z-HrY)  1800-0707

(928't) (98] (928 udinb3 pue Auadosd [euiwa) fuonepasdag v0'ese WBWINIS - SIIBY [RNIIDY UOIIRP3Id3Q 0Z-4HYD ©800-020T 8

(68Z'T) (682'T) (682'T) udinb3 pue Auadold [eulwia) ‘uonenaidag £'0°ESE WIWaMaAS - S91eY BNy UonePAIdag 0Z-HFY) 1B00-0Z0T 8

(e82'9L1) (€8Z'9L1) (€82'9LT) udinb3 pue Auadoyd |euiwsa) fuoliepaidag T'0'ESE WBWINRS - sA3eY |enuddy uogepidag 0Z-4-vD ¥800-0207 8

(TS 20v) (vrS'zov) (v15'201) safieg yoaq - sjassan Suneoy4 luonepaudag £'0°TS8 WIWSINIS - S33eY [ENIDY uoiepaudag 0Z-4IFY) 8000207 8

(859'8s) (859'85) (859's5) s8ny Joquey - sjassap Suneoyy ‘uonepaidag Z'0'TS8 WAWSNSS - 5318y [enody uonepaidaq 0Z-4F¥) ©800-0707 8

(666'E58) (666'€58) (666'€58) 58n1 Sumoy - s|assap Suneold ‘uonepaidag T'0'TSE WAWIN3S - 51y |enidy uonepaidag 0Z-¥I¥d ¥800-0207 8

£69'T £69'T €69'T 1 pue Auadoud Suiddiys 1240 ‘uonepaidag €0'rSe (£+5) 3532104 |eNdED Pasinay 0Z-HIYD £800-0207 £

69 69 69 1 pue Auiadoud Suiddiys soyi0 ‘uonepa.dag T'0'vs8 (£+5) 15823104 |exde) pasinay 0Z-HFYD  1800-020 £

9vE'TS 9vE'TS IVETS udinb3 pue Apadosd jeuiwia) luonepsidag eS8 (£+6) 1se38104 |ende) pasnay 02-4I¥)  ¥BO0-020T £

(vsg'eT) (vsg'zr)  (vss'er) udinb3 pue Auiadoug [euiua) ‘uonepaidag €0'ES8 (£+5) 15e93104 |ende) pasiay 0Z-4I¥)  ¥800-0207 £

68t'E 68t'E 68Y'E udinb3 pue Auadoud |euiwsa) ‘uonepadag z'0'ess (£+5) 15832104 |edED pasiay 0T-YIYD $800-020T £

Tor'0s Tor'0s wor'os udinb3 pue Auadod [euiwia) fuonea.dag T'O'ESS (£+5) 15€33.04 [E3dED PISNTY 0T-HIV) ¥B00-0Z0T £

019'0Z 019'0Z 01902 sadieq »aq - 52552 Suneoyd ‘uonepaidag £0°TSE (£+5) 3583240 [ENdED Pasinay 0Z-4F¥d ¥800-0207 L

(1e2) (1e2) (1€2) 580 Jogae - s|assaA uneold fuopenaidag 2'0'TS8 (£+5) 3se22104 |eyde) pasinay 0Z-HFY)  ¥800-020T L

(tez'ee) L7245 I 77 435 38n umoy - sj3ss3A Surieoy fuonenaudag TO'TS8 (£+5) 15833104 |eNde) pasinay 0Z-4I¥D  ¥800-020T £

5] sduines Buyjy ey slpy 21y suopdauo) Junowy uopdudsag vosn  vosn uopduasag  2duIRY "ONIN0Q #Ipy
oN Asesod Aresodway  Asvesodway g sdn-aniy
up uaunsnpy
IewoL
Suniy asealnu|



Docket No. 2019-0017
YB Motion for Emergency or Temporary Rate Relief

Exhibit B
Attachment 3
Page 10of 5
MEMORANDUM
TO: Jay Ana
Chris Edwards
Kris Nakagawa
Young Brothers, LL.C
FROM: Warren Fischer, C.P.A.
Gus Ankum
OSI Consulting, Inc.
DATE: July 7, 2020
RE: YB BIP COS Jurisdictional Cost Allocation Factor Changes
I EXECUTIVE SUMMARY
Objective:  To calculate revised jurisdictional cost allocation factors for the revenue

requirement calculation, to be filed in Young Brothers” Motion for Leave and For
Emergency or Temporary Rate Relief in Docket No. 2019-0117.

The revised jurisdictional cost allocation factors reflect the following:
1. All changes to which Young Brothers agreed in its responses to information requests

propounded by the Division of Consumer Advocacy (“Consumer Advocate”) in the case;

2. Additional changes identified by internal review while incorporating changes in
accordance the Consumer Advocate’s information requests; and

3. Revised cargo revenue tonnage by commodity, reflecting the revised TY2020 volume
forecast.

Of the 38 total adjustments made to the Young Brothers Business Intelligence Platform Cost of
Service (“YB BIP COS”) model, 24 were to implement changes identified by the Consumer
Advocate and 14 were the result of internal review while researching the mechanics of making
the Consumer Advocate’s adjustments. The cumulative impact of these changes on regulated
operating expenses and the resulting jurisdictional cost factors are summarized in the table

below.
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MEMORANDUM YB BIP COS Jurisdictional Cost Allocation Factor Changes
CUMULATIVE CUMULATIVE
REGULATED REGULATED COST
OPERATING ALLOCATION
CHANGES TO REGULATED EXPENSES FROM ORIGINAL |EXPENSE INCREASE| FACTOR INCREASE
APPLICATION (DECREASE) (DECREASE)
RESPONSES TO CA-IRS (244, 245, 249, 263, 351, and 352) $ 3,066,030 2.35%
INTERNAL REVIEW + CA-IRS $ 3,442,525 2.63%
REVISED CARGO VOLUMES BY COMMODITY + INTERNAL
REVIEW + CA-IRS $ 2,076,146 1.59%

The changes in regulated operating expense factors by operating expense category are

summarized in the table below.

REVISED ASFILED  DIFFERENCE
DESCRIPTION ALLOCATOR RATIO RATIO RATIO

Operating Expense

Voyage Expense cvoy 53.46% 55.08% -1.62%
Cargo Handling Expense, Less Cargo Insurance Premium CCH 87.31% 83.44% 3.87%
Administrative & General, Less Rate Case and Gratis Contra Expense CA&G 75.22% 73.55% 1.67%
GET Tax Expense GETX 92.00% 92.00% 0.00%
Real Property Expense RPTX 67.11% 67.11% 0.00%
Operating Expense Total, Excluding Income Tax OET 74.64% 73.06% 1.59%

IT. CHANGES IN ACCORDANCE WITH CONSUMER ADVOCATE
INFORMATION REQUESTS

Most of the revised jurisdictional cost allocation factors incorporate adjustments made to address
questions raised by the Consumer Advocate in its Third, Fifth, and Sixth Submissions of

Information Requests to Young Brothers, in which it probed the following:

1. The assignment of equipment costs to the commodity and contract combinations
(“COM_CONs™)! used in the YB BIP COS model, and

2. Adjustments made to revenue tonnage to account for the impact of non-containerized
cargo on the utilization of barge deck space.

Specifically, the Consumer Advocate identified various forklifts, containers, flat racks, and

platforms that should either be assigned to, or removed from, specific commodities handled by

! COM_CONs are used to jurisdictionally allocate voyage and cargo handling costs between regulated and
unregulated operations.

Page 2
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MEMORANDUM YB BIP COS Jurisdictional Cost Allocation Factor Changes

the (1) Barge, L.oad & Discharge and (2) Freight Consolidation & Handling functions within
Young Brothers’ shoreside operations. The Consumer Advocate also challenged the application
of barge deck space adjustment and high-cube container® adjustment factors to certain

COM CONs used in calculating both voyage and cargo handling costs. The Consumer
Advocate maintained that these factors should, instead, have been applied to voyage costs only.
Young Brothers agreed with each of these changes and incorporated the results in revised runs of

YB_BIP COS in response to CA-IR-308 and CA-IR-356.

Three of the 24 individual adjustments to the YB BIP COS Model that the Consumer Advocate
recommended (produced as Confidential Attachment 1 to CA-IR-356) accounted for virtually all

of the increase in regulated operating expenses. They are:

1. The assignment of 40-ton forklift equipment costs to 20-foot containers in addition to 40-
foot and 45-foot containers, 40-foot flat racks, and ISO tanks;

2. Removing assignment of 35-ton forklift equipment costs from Matson and Pasha 40-foot
and 45-foot containers (since these containers must be moved by 40-ton forklifts); and

3. The assignment of 20-ton, 27-ton, 35-ton, and 40-ton forklift costs to all commodities
moved on flat racks in both the Barge, Load & Discharge and Freight Consolidation &
Handling functions.

The remaining 21 Consumer Advocate adjustments are smaller in magnitude, and their impacts

essentially offset one another in total.

III. INTERNAL REVIEW ADJUSTMENTS

Of the 38 total adjustments made to the YB BIP COS model, 14 were identified after further
internal review of YB_BIP COS model inputs and assumptions. One of these adjustments — the
elimination of the deck space adjustment factor applied to flat racks — accounted, however, for
virtually all of the increase in regulated expenses. This impact can be understood by noting that

the vast majority of the revenue tonnage associated with the flat rack commodities was

2 Asdescribed in YB T-9, p. 57, high-cube containers are 40-foot. containers that are 9.5 feet high rather than
the standard 8.5 feet which results i a revenue tonnage value of 76 rather that the 68 revenue tons associated
with standard 40-foot. containers. Young Brothers’ Freight and Container Equipment system (“FACE™)
system uses 68 revenue tons for all 40-foot containers without distinction between standard and high-cube
containers. The high-cube adjustment factor on YB_BIP COS adjusts revenue tonnage associated with high-
cube containers to 76.

Page 3



Docket No. 2019-0017

YB Motion for Emergency or Temporary Rate Relief
Exhibit B

Attachment 3

Page 4 of 5

MEMORANDUM YB BIP COS Jurisdictional Cost Allocation Factor Changes

attributable to Young Brothers’ unregulated customers. As a result, a reduction of revenue

tonnage associated with the unregulated customers shifts costs to the regulated operations.

IV.  FORECASTED REDUCTION IN CARGO VOLUME

Due to the adverse impact of COVID-19, Young Brothers is forecasting a 13.6% decline in
revenue tonnage for the full year 2020 (6,954,417° vs. 8,048,780, filed with the TY2020
application). Revenue tonnage serves as a jurisdictional allocator of voyage, Barge, Load &

Discharge, and Freight Consolidation & Handling costs within the YB BIP COS model.

In its original application, Young Brothers used 2018 actual cargo volumes as a baseline to
forecast its TY2020 cargo volumes. The TY2020 growth factors used to adjust 2018 volumes
were calculated by contract type in its Volumetric Freight Model (see YB-1501) as follows.

Name Adjusted Tonnage | Target Tonnage Variance Factor
Public Tariff 3,702,925 3,742,783 0 -4.54%
USPS 39,858 -4.54%
Pasha 3,567,130 3,567,130 0 2.70%
Matson 373,043 373,043 0 -5.57%
AML 206,647 206,647 0 3.78%
Sause 150,999 150,999 0 1.49%
HQ SDDC 8,178 8,178 0 -0.32%
Total 8,048,780 8,048,780 0

The revised Volumetric Freight Model, provided as CA-IR-12 Att. 1 in response to CA-IR-12 in
Docket No. 2020-0084 (the Emergency Investigative Proceeding), produced the following
growth factors by contract type.*

2 See FACE 118 - 2020 Emergency Docket 07022020.xIsx.

4 The growth factors for Young Brothers’ unregulated carrier customers were calculated uniformly as Interstate

or Unregulated in the Volumetric Freight Model instead of being forecast by individual carrier.

Page 4
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Name Adjusted Tonnage | Target Tonnage Variance Factor
. : E =
Public Tariff 3,039,383 3,072,099 0 21.64%
USPS 32,716 -21.64%
Pasha 3,192,039 -8.10%
Matson 363,027 -8.10%
AML 182,982 3,882,318 0 -8.10%
Sause 136,730 -8.10%
HQ SDDC 7,540 -8.10%
Total 6,954,417 6,954,417 0

The revised revenue tonnage after applying these new growth factors was copied into the

Microsoft Excel workbook used to produce Attachment 1 to CA-IR-356 (the YB_BIP COS

model version incorporating all adjustments prior to the revised forecast).” It was then

distributed to the COM_CONs used to jurisdictionally separate voyage and cargo handling costs

between regulated and unregulated operations as well as the related General & Administrative

costs.® The original TY2020 operating expenses were used for the recalculation instead of

revised expenses Young Brothers has calculated in response to Consumer Advocate information

requests and operational changes due to its current financial circumstances. The revised

operating expenses are being accounted for as ratemaking adjustments outside of the

jurisdictional cost factor allocation process.

> See tab FACE 118 by Sailing Route.
6 See tabs Report 10101, Report 10102, and Report 11104.
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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAT'I

In the Matter of the Application of Docket No. 2019-0117

YOUNG BROTHERS, LLC

Application for Approval of a General Rate
Increase and Certain Tariff Changes

DECLARATION OF JEREMIAH ANA

I, JEREMIAH ANA, declare and state as follows:

1. | am the Presidentof YOUNG BROTHERS, LLC (“Young Brothers,” “YB,"
or the “Company”).

2 | make this Declaration based on my personal knowledge and am
competent to testify as to the matters stated herein.

3 | have reviewed Young Brothers, LLC’s Motion for Leave and for
Emergency or Temporary Rate Relief, the attached Memorandum in Support of Motion
and Supporting Exhibits/Attachments, and hereby verify the factual contents of said
Motion and that the same are true to the best of my knowledge, information, and belief.

|, JEREMIAH ANA, do declare under penalty of law that the foregoing is true and
correct.

DATED: Honolulu, Hawaii, July 7, 2020.

ool L]

JEREMIAH ANA




BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAT'I

In the Matter of the Application of Docket No. 2019-0117
YOUNG BROTHERS, LLC

Application for Approval of a General Rate
Increase and Certain Tariff Changes

S v S St S S

DECLARATION OF CHRISTOPHER EDWARDS

|, CHRISTOPHER EDWARDS, declare and state as follows:

1. | am the Director of Finance for YOUNG BROTHERS, LLC (“Young
Brothers,” “YB,” or the “Company”).

2. | make this Declaration based on my personal knowledge and am
competent to testify as to the matters stated herein.

3. Attached hereto as ExhibitAis the 2020 Test Year Revenue Requirement
supporting the Temporary rate increase in the amount of $30,418,706.

4. Attached hereto as Exhibit B is the underlying support for the adjustments
made to Young Brothers' pre-filed revenue requirementin order to determine the
Temporary rate increase revenue requirementthatwould provide the Company with a
reasonable opportunity to recover its operating costs and taxes, and "break-even.".

5. I have reviewed Young Brothers, LLC’s Motion for Leave and for
Emergency or Temporary Rate Relief, the attached Memorandum in Support of Motion

and Supporting Exhibits/Attachments referenced above, and hereby verify the factual




contents therein and thatthe same are true to the best of my knowledge, information,
and belief.

|, CHRISTOPHER EDWARDS, do declare under penalty of law that the
foregoingis true and correct.

DATED: Honolulu, Hawaii, July 7, 2020.

-



CERTIFICATE OF SERVICE

| (we) hereby certify that copies of the foregoing document were duly served on

the following parties by having said copies delivered as set forth below:

DEPARTMENT OF COMMERCE AND CONSUMER Via E-Mail
AFFAIRS

DIVISION OF CONSUMER ADVOCACY

335 Merchant Street, Room 326

Honolulu, Hawaii 96813

consumeradvocate@dcca.hawaii.gov

dnishina@dcca.hawaii.gov

DATED: Honolulu, Hawaii, July 7, 2020.

/s/ David Y. Nakashima

JEFFREY T. ONO
DAVID Y. NAKASHIMA
JOHN E. DUBIEL

Attorneys for Applicant
YOUNG BROTHERS, LLC
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