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SUBJECT INDEX

THE STATE OF HAWAII IS WHOLLY DEPENDENT
UPON OCEAN SHIPPING SERVICES WITH THE MAIN-
LAND AND VITALLY AFFECTED BY UNJUSTIFIED
OCEAN SHIPPING RATE INCREASES .

A. Introduction
B. The History of Matson Rate Increases

C. These Rate Increases Have Been Imposed on an
Island Economy Singularly Exposed and Vulnerable
To Unjustified Transportation Cost Rises

1. The General Concern:

The Special Case of the Neighbor Islands:

2
3. The Economy of the State of Hawaii:
4

The Impact of Ocean Shipping Costs:

HALF THE ORIGINAL NEED FOR THE INCREASE HAS
BEEN DISSIPATED: MUCH OF THE OTHER HALF OF
THE NEED AROSE BECAUSE MATSON GAVE A SPECIAL
SUGAR RATE TO ITS AFFILIATES

A. The Withdrawal of Hawaiian Marine Freightways
B. Matson's Special Sugar Rate
IN SUMMARY, IT IS THE POSITION OF THE STATE OF

HAWAII THAT MATSON FAILED TO JUSTIFY THE
INCREASE ON THIS RECORD

A. Matson is the Rate-Making Carrier

B. Matson's West Coast-Hawaii Service Is the
Rate-Making Service

1. The Dominance of the Pacific Coast Trade:

2. The Special Character of the Atlantic Coast
Movement: . . . .

The Carriers' Practice of Gearing Rates to .
Pacific Coast Needs:

Matson's Revenue and Expense Experience Year
1959 and Constructive Year 1960 Pacific Results
Are the Best Tests for the Increase
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1. The "Consumer" Interest: . . . . . 30

2. Matson's Interests: . . . . . . . 31
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V. ADJUSTMENTS SHOULD BE MADE TO ADD TO MATSON'S
NET PROFITS ITS PARENTS' PROFITS ON STEVEDORING,

AGENCY AND TERMINAL CHARGES . . . . 37
A. Matson Is Owned by the Firms to Which It Makes

Payments for Services . . . . . . . . 39
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2. Management Control: . . . . . . 40

B. These Firms Strengthened Their Interests in
Matson Through the Redemption Plan of 1959 . . . 41
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C. Profits to the Affiliated Firms Should
Be Credited to the Service

D. Matson Failed to Take This Case Out
Of the General Rule

1. The Attempted Showing of Reasonableness
Of the Charges: . . . .

2. The Four-Firm Form of Control:

VI. AN ADJUSTMENT SHOULD BE MADE TO VESSEL
DEPRECIATION TO ACCOUNT FOR AN APPROPRIATE
RESIDUAL VALUE . . . . . .

A. Ratepayers May Not Be Forced to Make Capital
Contributions Through Excessive Depreciation
Charges

Matson Is Depreciating Most of Its Vessels Down
To Nominal Residual Values

The Residual Value Employed for Purposes of
Depreciation Expense Did Not Purport to
Represent Probable Recovery Value

A Realistic Estimate of Probable Recovery Value
Was Essential

Realistic Appraisal of Probable Recovery Values
Here Requires That the Depreciation Expenses Be
Disallowed

F. Docket 807 Should Not Be Adhered To .
AN ADJUSTMENT SHOULD BE MADE TO REFLECT
ALLOCATION OF ADMINISTRATIVE AND GENERAL

EXPENSES FOLLOWING THE METHOD USED IN
DOCKET 808

A. Matson Employed a New Method of Allocation of
Its Administrative and General Expenses

1. Matson's Administrative and General Expenses: .

2. Matson's Allocation of General and Administra-
tive Expenses in Docket 808;

The Changed Allocation Formula Employed
For Purposes of This Case: .

The Advantage to Matson of This Change in
Formula: . . . . . .

B. Matson's Change in Allocation Formula Was Not
Sustained. ,




The Allocation Formula Employed
Distorted Actual Results:

The New Formula Employed in This
Case Was Not Justified: .

3. The Docket 808 Formula is Reasonable: .

VIII. AN ADJUSTMENT SHOULD BE MADE FOR THE LOSS
OF SUGAR REVENUE

A. A.System of Interlocking Ownership Controls
Both Matson and the Hawaiian Sugar Industry

B. Beginning in 1959, Matson Granted the Sugar
Industry A Special Rate Reduction Which in Turn
Reduced Matson's Total Net Profit Position By
$1.5 Million . . . . . .

A General Rate Increase Cannot Be Justified On
The Basis of the Net Revenue Loss Due to the
Sugar Rate Reductions . . .

1. Matson's Special Rate to Pineapple Was
Similarly Disallowed in Docket 808:

Matson Failed to Justify Its Special Sugar
Rate in This Proceeding: .

IX. ADJUSTMENT SHOULD BE MADE TO NORMALIZE THE
EXPENSE ATTENDANT UPON MATSON'S ACQUISITION
OF CONTAINERS IN 1960

A. Matson's Initial Container Acquisition Costs Are
Abnormally Inflated .

B. Matson's Container Costs Should Be Normalized

1. High Initial Lease Costs Are Not a
Proper Basis for Rate Regulation:

The Agreement Here is Actually a Method
Of Acquiring Capital, and Therefore the
Containers Should Be Expensed as De-
preciable Items of Capital Equipment in
Equal Amounts Over Their Service Lives:

X. MISCELLANEOUS ADJUSTMENTS SHOULD ALSO BE
MADE . . . . .

A. An Adjustment Should be Made to Exclude a Part

Of Inactive Vessel Expense for the Revised Estimated
Year 1960




The Calculation of Income Tax Should Recognize
The Deductability of the Interest Payments .

No Deduction Should be Allowed from Hawaiian
Results for Claimed Losses on Charters of Vessels
To Other Trades

XI. MATSON'S NET PROFITS, AFTER ADJUSTMENT, EXCEED
ANY REASONABLE RETURN RATE . . . .

A. With Adjustment, Matson's Return in Constructive
1960 Will Exceed 25 Percent of Its Investment

B. A Return of 25 Percent on the Dollar Investment,
And a Return of 33 Percent on the Equity Portion
Of That Dollar Investment, Are Excessive Under
Any Standard

1. Matson's Return Exceeded the Industry
Return Level Both Before and After the
Increase:

Matson's Return Is Wholly Out of Line
With Returns in the Transportation Industry
In General:

Matson's Return Rate Exceeded Even the
Excessive Return Suggested By Its Own
Witness: . . .
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