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THE OLD — lolani Palace, Hawaii's State (

tricity came to Oahu for the first time when a stri illuming | It
for King Kalakaua. Five years later Hawaiian y W f { ely

Palace Square. As Hawaiian Electric approaches its 75th anniversary, or r 13, 1966

Capitol (see inside back cover) and lolani Palace is destined for restoration and a place o




ON THE COVER—THE CHANGING FACE
OF HONOLULU. Growth in our island
community is forcing itself upward in the
form of “high-rise’ construction. The
photograph from a slope overlooking
Honolulu shows the dramatic emergence
of tall apartments, especially condomi-
niums, in the city's life.
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ANNUAL REPORT FOR THE YEAR 1965
HAWAIIAN ELECTRIC COMPANY, INC.

HIGHLIGHTS
1965

Increase
Over 1964

LS, e v e W raiiam s swlssarmoaonln & wiwsammeseinm s 6.9%
Sales of kilowatt-hours were
2,107,708,838 for the year, a record
high in the Company’s history

OPERATING REVENUES . .................. 6.5%
Increased to $44,211,047, a gain
of $2,710,130

NETINCOME: oo - : - conninsss ssmessisionss 2.5%
Totaled $6,059,035, an increase
of $148,286

UTILITY PLANT . ... .. i 5.3%

Utility Plant in service and construction
in progress now has a total worth of
$195,740,334, an increase

of $14,955,160

PEAK DEMAND . ... ...t 4.5%
Maximum kilowatt demand increased
by 19,000 kw to 445,000

CUSTOMERS ........... i 5,552
Number served now totals 140,904
RESIDENTIAL USE KWH . .....:: 5. camninss 255

Average annual residential use increased
to 6,058 kwh, approximately 23%
greater than the national average



LETTER
FROM THE
PRESIDENT

To the Stockholders of
Hawaiian Electric Company, Inc.

Hawaiian Electric Company revenues were 6.9 per
cent above the preceding year. Net earnings per share
were $1.37 after a 5 per cent dilution of common stock
in November as compared to $1.39 in 1964. On an
average share basis the results showed net earnings
of $1.42.

The State of Hawaii and the Island of Oahu espe-
cially showed substantial economic growth in 1965. The
Viet Nam War has had some effect on our economy.
Although there has been a movement of troops from Hawaii to forward areas, others have come
to take their place and there is an influx of civilians for work required at the shipyard and other
military installations. The work load at Pearl Harbor is increasing and will continue to increase
in the next few years, reflecting the recent policy to use the base to its fullest.

Oahu is experiencing the largest construction boom in its history. While much of this build-
ing is in residential homes, most of it is in large new office buildings, hotels and apartments, the
impact of which will not be felt in added kwh sales until another year or so. It does mean that
there are plenty of jobs to be had. In fact, there is a shortage of skilled labor and we have
noticed considerable migration from the continental United States. Highway construction is at a
peak with at least $248 million of new highway to be completed in the next few years. Exclusive
of this, Hawaii's construction program for 1965 exceeded $340 million; and, although the 43rd
largest city in the United States, Honolulu ranked fifth in dollar volume of building permits.




In other sectors sugar, pineapple and diversified agriculture remained at high levels of
production. Diversified manufacturing showed an 8 per cent gain and exceeded tourism in dol-
lar volume. The tourist industry again set a record. Visitors to our shores numbered more than
600,000, a 16 per cent gain over 1964. The airlines servicing Hawaii have increased the num-
ber of flights to cope with tourist requirements and already have made plans for a greater
volume of traffic in 1966. Increased incentives for the more sophisticated traveler to visit
Hawaii include excellent convention facilities in Honolulu and new attractive hotel accommo-
dations on the Islands of Hawaii, Maui and Kauai.

During the year considerable attention was directed toward research and development pro-
grams in Hawaii and discussions centered on the potential for certain types of research spe-
cially suited to the Islands. Examples are the Navy's underwater weaponry tests off the coast
of Kauai and the Mohole project, an exploration of the crust of the earth beneath the sea, soon
to commence off the Hawaiian Islands. Our high mountains in the middle of the Pacific provide
sites for important major tracking and observation stations.

| anticipate continued growth at a strong rate for the next five years as all economic indica-
tors show an upward trend, and demand for our service will be substantial. As a result, the
Company is planning for a construction program of $103 million for the 1966-1970 period.

The success of our operations naturally depends on the cooperation of everyone in the
Company. | therefore wish to take this opportunity to thank all the employees, the officers, and
the Directors for their loyal support and guidance during the year.

After this introduction, | hope you will read about the Company's activities detailed in the
body of this report.

_ }Zé’t&f,-éf:y./’r{udn;
vV (/]

Ralph B. Johnson
March, 1966 President



| 39 DAVA B DALY
OF THE
YEAR

REVENUE AND
SALES

Operating revenues for the year
totaled $44,211,047, an increase
of 6.5 per cent over the previous
year, while kilowatt hour sales were
2,107,708,838, a 6.9 per cent gain
over 1964,

Increases in revenues were ex-
perienced in all classes of service.
The largest gain was in our sales
to residential customers, due pri-
marily to the increasing population
in our service area and resultant
large number of new homes being
built. Revenue from these custom-
ers increased $1,278,900 or 7.6
per cent.

SUMMARY OF FINANCIAL RESULTS
(Dollars in Thousands)

WE RECEIVED FROM

Operating Revenues .......
Other Income ............

WE HAD THESE EXPENSES

Wages and Employee Benefits
Charged to Operations .
T e e e R S e
Other Materials and Services .
Depreciation  ....oces ssaas
Federal and Local Taxes ...

Interest on Borrowed
Money and Other

Miscellaneous Expenses ...
i R N R e
LEAVING AS NET INCOME ...

FROM WHICH WE PAID
STOCKHOLDERS

Preferred Dividends .......
Common Dividends .......

AND WE RETAINED

IN OUR BUSINESS .........

0,
1965 1964 Incé,ase

% of or
Total Amount

99.9 $44,211 $41,501 6.5
0.1 66 161l (55.1)

.. 100.0 $44,277 $41,662 6.3

1.1 $ 9344 § 8,629 8.3
9.7 8,730 8,601 1.5
8.0 3,518 3,927 (10.4)
9.5 4,195 3,672 14.2
0.6 9,135 8,309 9.9

7.4 3,296 2,613 26.1
86.3 $38,218 $35,751 6.9
137 §$ 6,059 § 5911 oL

24 $ 1080 $ 1,077
8.0 3,516 3,265

e
Nw

33 $1463 § 1569 (6.8)

Amount (Decrease)



EXPENSES

The year's total expenses in-
creased 6.9 per cent over the pre-
vious year.

Wages and employee benefits
are our largest single expense.
They were 8.3 per cent over last
year. Principal causes of the in-
crease were the amount of over-
time wages paid; agreements ne-
gotiated with the unions, including
added costs of our retirement and

medical plans; and a small increase
in the number of employees.

Two other large increases in ex-
penses during 1965 were in depre-
ciation and interest paid. Both of
these items reflect the costs in-
curred as a result of adding to our
utility plant.

EARNINGS

Common shares outstanding
were increased by 5 per cent in

Waiau Generating Station was center of
expansion. Seventh unit under construction
there at cost of $12.2 million will add
86,000 kilowatts to system when
completed in late 1966.



November of 1965. Based on the
total number of shares outstanding
at the year end, our earnings were
$1.37 per share; but based on the
weighted average of common
shares outstanding during the year,
our earnings were $1.42 per share.
This compares with our earnings
per share in 1964 of $1.39.

Interest charged to construction,
which results in a credit to earn-
ings, was 10 cents less in 1965
than in 1964, based on year end
shares.

DIVIDENDS

Dividends on common stock
were $1.00 per share and were
paid at the rate of 25 cents per
share quarterly. After payment of
$1,079,907 to preferred stock-
holders, a balance of $4,979,128
was available for owners of com-
mon stock.

After payment of $3,516,472
to holders of common stock,
$1,462,656 was retained to help
pay for the Company’s capital
improvements.

The Company estimates that 35
per cent of 1965 common stock
dividends were non-taxable for Fed-
eral income tax purposes. The non-
taxable status results primarily
from the difference between the
depreciation shown on our state-
ments and that allowed for tax
purposes. This difference is ac-
centuated by the use of acceler-
ated depreciation for income tax
purposes.

TAXES

Taxes charged to operations for
State and Federal governments
amounted to $9,135,000, a 9.9
per cent increase over 1964, These
taxes were $2.50 per share of
common stock. This is particularly
significant when we note that it js
almost twice the amount available
for the owners of common stock.

The accompanying table shows
details of taxes charged to income
from operations for the years 1965
and 1964,



FINANCING

In March, 1965 the Company
sold $11 million of 4.55 per cent
First Mortgage Bonds, Series N,
and retired $6,750,000 of short-
term bank loans.

In November, 1965 the Com-
pany issued and sold 173,652 ad-
ditional shares of common stock
at $30 per share, offering share-
holders of record on October 8,
1965 one share for each 20 held.

The Company also offered
shares of common stock to em-
ployees for subscription at the

same price as offered to share-
holders. Employees subscribed to
a total of 12,391 shares out of
12,500 offered. The remaining 109
shares were purchased by share-
holders under the oversubscription
privilege provided in the offering.
Of the shares subscribed for by
employees, 29 shares were issued
before the end of the year,

The balance of the net proceeds
of these two financings will help
pay for 1965 and 1966 capital im-
provement programs.

Funds from internal sources
were also used in part to finance

Hawaiian Electric gave more than
500 electric meters to Oahu’s
schools for study purposes.
Company'’s rigid meter-checking
policy dictates replacing over-age
ones even though still in good order.
Meterman William S. K. Au

is shown explaining testing

methods to a student.
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Waikiki Business Plaza, a new addition
to the Waikiki scene, stands out
boldly against rapidly-changing skyline.
Construction in state hit a new high
of $340 million in hotel, office,
apartment, shopping center and
residential building, 90 per cent of it
on Qahu, Company's service area.

our capital expenditures. Details of
sources and disposition of funds
are shown with the financial
statements.

CAPITAL EXPENDITURES

Capital expenditures in 1965
amounted to $16,063,286. Of this
amount, $4,449,964 was for our
new generating unit No. 7 at Waiau
which will be completed in the

latter part of 1966. We spent
$2,835,585 in our transmission
system and $7,637,123 in our dis-
tribution system for improvements
and additions.

Present plans call for capital ex-
penditures of more than $22 mil-

lion in 1966 and a total of $103
million during the five-year period
1966 through 1970.

OWNERSHIP

The diversity of ownership in the
Company continues to increase
each year. At the close of the year
there were 10,596 common stock-
holders, a net increase of more
than 5 per cent over the previous
year. Of these, 7,169 were resi-
dents of Hawaii, owning just under
two-thirds of the 3,646,822 shares
of common stock. Remaining stock-
holders are located in 47 other
states and 10 foreign countries.

Employee participation in our
1965 common stock offering
brought the total number of em-
ployee owners from 200 prior to
the offering to 783 afterwards, or
more than 50 per cent of the total
number of employees.

EXPANSION PROGRAM

Generating Stations. A peak de-
mand of 445,000 kilowatts was
recorded for the year, a rise of 4.5
per cent above the 1964 peak. A
greater rate of growth is antici-
pated in the future. We are, there-
fore, maintaining a program of ex-
pansion of service which is in keep-
ing with island growth.

As a major 1965 undertaking,
construction of our 17th generat-
ing unit was begun. This $12.2
million oil-burning unit is the first
of two companion units to be
added at the Waiau Station, bor-
dering on Pearl Harbor. The twin



Additions to Ala Moana Center

will make it nation's largest
shopping center, constructed at a
cost of $37.5 million and occupying
50 acres in midtown Honolulu.
Retail stores here in 1965 shared
total sales of $64.5 million.

installations, Waiau 7 and 8, will be
the most modern type of steam tur-
bine generating units, each capa-
ble of producing 86,000 kilowatts.

When completed in September,
1966, the addition of Waiau 7
will increase the total capability of
our system to 709,000 kilowatts.
Waiau 8, now in the design stage,
is planned for commerical use in
mid-1968.

Long-range plans call for the
establishment of a fourth power
station on the windward side of the
island. The Company has obtained
a 219-acre site at Heeia-Kea on the
shores of Kaneohe Bay, which will
be developed as system growth
dictates. Initially a portion will be
used as a baseyard to serve Ka-
neohe and the north shore.

Transmission and Distribution.
Four years ago Hawaiian Electric
began transmitting power over new
138,000-volt lines — three times
the previous voltage and highest in
island history. Important exten-
sions to this system were made in
1965.

The loads served by the Koolau
substation on the Windward side of
the island have increased greatly.
In order to provide the necessary
capacity for this increase, a third
80,000-kva transformer was in-
stalled at the Koolau substation and
the capacity of the two transmis-



President Ralph B. Johnson presents Bronze
Medallion Award for electrical living standards

to Al Ching, builder-developer of 90-unit Kapiolani
Town House condominium in mid-town Honolulu.
Medallion Home program increased 10 per cent.

sion lines from Waiau to this sub-
station was doubled during 1965.

Also, work was begun on a sec-
ond 138,000-volt line from Koolau
substation below the Pali near Ka-
neohe to the Pukele substation in
upper Palolo Valley.

Because of load growth in the
downtown area, modifications were
made during the year to the Hono-
lulu downtown network system to
increase its capacity.

Substations. The construction of
a new 138,000-volt substation was
begun at Halawa which, when com-
pleted near the end of 1966, will
bring the number of these stations
to six.

A new 46,000-volt substation
was completed at Kahuku and the
capacity of numerous other sub-
stations was increased in order to
serve additional loads.

Land and Buildings. At mid-year
the Company acquired a warehouse
and more than an acre of mid-town
land on Cooke Street, adjoining the
Ward Avenue operations and en-
gineering center. The acquisition
helped relieve congestion by pro-
viding additional warehouse space
there.

Additional office facilities were
also built in the Honolulu Power
Plant on the waterfront.

Fuel Oil Savings. Due to the use
of an Automatic Dispatch System,

10
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BALANCE SHEET
LIABILITIES

December 31, 1965
(with comparative figures for 1964)

CAPITALIZATION:
Common Equity:
Common Stock of $62/4 Par Value Per Share:
Authorized, 4,500,000 Shares
Issued, 3,646,822 and 3,473,032 Shares ........
Subseribed, 12 362 SHATEE . . . .i2oviarsnssvsannes
Premium on Common Stock Issued ...............
Premium on Common Stock Subscribed ...........
COPIH SEOEIC EXDONSE . isisee i sie famis waams
Retained Earnings

Cumulative Preferred Stock of $20 Par
Value PerShare (NOte 2) ....ccouvinnnriornnoiness

Total Proprietary Capital .. ... o5 vicims sines
First Mortgage Bonds (Note 3) ...........ccovnvnnnn
Total Capitalization

CURRENT LIABILITIES:

NOtes POURBIE 0 s oo osinin b ot miaintais Ve el
R T I O e 0a e a0 5 h AL o
T T T T A e e S M S
G N e e
Interest Accrued
e T R e G RSN S
Pension Premiums ACCrised . .. ..ccsoescessonencne s
Preferred Dividends Accrued ...............cc0vunn.
BIOIE i e e T e e e e e e

DEFERRED CREDITS:

Deferred Income Taxes (Note 1) ....................
Unamortized Depreciation Adjustment ...............
Unamortized Investment Credit (Note 4) .............
gtnhamortized Framitmonm Dabl ... o0 h et o

TN R e | RN A N e R

See accompanying notes to financial statements.
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Increase
1965 1964 (Decrease)
$ 24,312,147 | $ 23,153,547 $ 1,158,600
82,413 — 82,413
15,294,017 11,238,917 4,055,100
288,447 - 288,447
(1,053,921) (977,824) (76,097)
17,333,008 15,795,236 1,537,772
$ 56,256,111 | $ 49,209876 $ 7,046,235
22,293,140 22,293,140 —
$ 78,549,251 | $ 71,503,016 $ 7,046,235
79,000,000 68,000,000 11,000,000
$157,549,251 | $139,503,016 $18,046,235
—_ 6,000,000 (6,000,000)
1,725,075 1,720,354 4,721
187,383 107,532 79,851
2,421,142 2,206,922 214,220
790,095 592,804 197,291
422,534 361,514 61,020
— 230,881 (230,881)
224,981 224,981 —
177,759 177,695 64
$ 5948969 | $ 11,622,683 $(5,673,714)
8,242 446 6,650,182 1,592,264
1,056,000 1,144,000 (88,000)
1,135,204 896,914 238,290
54,613 61,465 (6,852)
231,612 233,847 (2,235)
$ 10,719875 | $ 8,986,408 $ 1,733,467
4,923,866 4,496,799 427,067
$179,141,961 $164,608,906 $14,533,055




BALANCE SHEET
ASSETS

December 31, 1965
(with comparative figures for 1964)

UTILITY PLANT, at Cost:
In Service:

T e D g B She SR S

CORStruction in. PrOfIOsS ;v icvvminesrsmnnasons

Less Accumulated Depreciation (Note 1) ............

OTHER PROPERTY AND IMPROVEMENTS, at Cost

Less Accumulated Depreciation ..................

CURRENT ASSETS:

S e S S R R S ST e s A S R
Temporary IMVeSIMBIMS .. ... onvsinmsuesves sineaa
OGS ROCRINEIIE . . ..« vl sunsviiininsanesas e o
ACCOUILE ROCOIMBDIE . . ..« 50500 5 a7 miswarela maioinins u sty
Provision for Uncollectible Accounts ................
Employees Stock Subscription Receivable ...........

Construction and Operating Materials and

Supplias, ot Average Cost o .o vsnnsvnssvanns
RTRDBNINOINS. . . ..v v o s T e o B

DEFERRED CHARGES:

Unamortized Debt Expense ............ccvvvvunun..

Clearing Accounts ............ -

See accompanying notes to financial statements.

R L s e e B ey S R

Increase

1965 1964 (Decrease)
$ 5177537 | $ 4755845 $ 421,692
183,336,183 174,238,451 9,097,732
$188,513,720 | $178,994,296 $ 9,519,424
7,226,614 1,790,878 5,435,736
$195,740,334 | $180,785,174 $14,955,160
(30,504,817) (27,127,586) (3,377,231)
$165,235,517 $153,657,588 $11,577,929
$ 225230 | $ 230,841 $ (5,611)
2,168,300 2,123,335 44,965
2,003,245 — 2,003,245
633,171 844,228 (211,057)
4,568,688 3,933,587 i
(37,826) (58,730) 20,904
317,974 - 317,974
2,925,315 2,829,869 95,446
174,870 192,520 (17,650)
$ 12,753,737 | $ 9,864,809 $ 2,888,928
735,687 686,931 48,756
46,377 45,121 1,256
145413 123,616 21,797
$ 927,477 | $ 855,668 $ 71,809
$179,141,961 $164,608,906 $14,533,055
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STATEMENT
OF INCOME

Year Ended December 31, 1965
(with comparative figures for 1964)

OPERATING REVENUES:

Salos of EIeCHHCIDI . oo s oaiuilhide e s i viasin tin o v oiisis s goive e
Other Operating Revenues

Total Operating Revenues

OPERATING EXPENSES:

Fuel Oil
Operation — Production, Transmission, Distribution .....
Operation — Customer Accounts, Sales,

Administration and General
Maintenance
Depreciation
Taxes, Other than Income Taxes .......ccovevvasianns
INCOMIE BRNBS . s o oe s o Ra w1
Income Taxes Deferred (Note 1)
Investment Credit Deferred, Net (Note 4) ..............

...........................................

.......................................

Total Operating Expenses ...........ccoivvuvannn
OPERATING INCOME

OTHER INCOME:

Interest
Adjustments Applicable to Prior Years, Net .............
Gain on Sale and Exchange of Assets, Net .............
Miscellaneous

TOLRIORRGr INCOMME. oL oo siiiis o o sis wioen oo masinia
TOFALAINEGRIE . <. it v o i 0 et s wn soh i b i e A
MISCELLANEOUS INCOME DEDUCTIONS ................
INCOME BEFORE INTEREST CHARGES ............cc0000s

INTEREST CHARGES:

interast on Long-Tarmy [DEOY «. otsoviiunssinmavoaios
Amortization of Debt Expense and Premium ............
Oher INIrast EXDENEE . [0 0 0 fuinsissstiniesses s
Interest Charged to Construction, Cr. ..................

Tokal laterest EHMERE ... .. v doaiiniasiassss
NET INCOME

........................................

See accompanying notes to financial statements.

Increase

1965 1964 (Decrease)
$44,047,809 | $41,341,118 $2,706,691
163,238 159,799 3,439
$44,211,047 $41,500,917 $2,710,130
8,730,087 8,600,532 129,555
4,087,558 3,929,076 158,482
5,610,206 5,199,415 410,791
2,925,590 2,945,127 (19,537)
4,194,619 3,671,801 522,818
4,734,989 4,357,766 377,223
2,807,789 2,375,353 432,436
1,592,264 1,575,929 16,335
238,290 482,649 (244,359)
$34,921,392 | $33,137,648 $1,783,744
$ 9289655 | $ 8,363,269 $ 926,386
101,111 6,511 94,600
— 110,455 (110,455)
9,515 46,871 (37,356)
(44,889) (2,979) (41,910)
$ 65737 | $ 160858 $ (95121)
$ 9,355,392 | $ 8,524,127 $ 831,265
97,126 80,901 16,225

$ 9,258,266 | $ 8,443,226 $ 815,040
3,247,943 2,832,250 415,693
27,982 26,574 1,408
61,076 172,056 (110,980)
(137,770) (498,403) 360,633

$ 3,199,231 | $ 2532477 $ 666,754
$ 6,059,035 | $ 5910,749 $ 148,286

12



STATEMENT OF
SOURCE AND
DISPOSITION

OF FUNDS

Year Ended December 31, 1965
(with comparative figures for 1964)

1965 1964
SOURCE OF FUNDS:
B I L e e s e e & emi $ 6,059,035 | $ 5,910,749
Deprecintion and AMOTHIMIDN oot i iahh i iiave b saan svivme osesonie e 4,342,972 3,761,501
Delarrna INCOMIE TREDE . 6o shsianris ol ae o i oo A 1,592,264 1,575,929
e et e R R M L e LY N R 238,290 i
Funds Available from Operations .......c.ccoceussavenssnsvsnsses $12,232,561 $11,730,828
Contributions in Aid of Construction ......... B e o s i el G 502,183 378,596
Sale of First Mortgage Bonds, Series M .........cciiiiiiiniiinrannnnins 11,000,000 —-
Saie o Bralarmd Stock. Series K .. 0.t s vanne ik e eiae s s — 3,500,000
e T T R R e RS SRR R, A e Y 5,584,560 -
Settlement of Antitrust Suit ............ o T = e il T vt N I RIS 7 S — 912,274
e b T R S A il O e i e i ey R et S AL S 6,000,000
NURCEHOROOME WUBE « - o oo isaismais s be oiemin e s e s bis s o m e e — 236,210
TOTRE S s asnis b ¥ AT CIBF wmet e BT 08 [, A S A e $29,319,304 $22,757,908
DISPOSITION OF FUNDS:
Plant Construction Expenditures ............. A R R R $16,063,286 | $13,827,501
DIEeNtS 0N PoMIBTen BINCK i o .iciiucs v ns s ab 5 o da ssibtalan daes Vs ngia s 1,079,907 1,076,538
Dividends DN COMITION SIOEIC .. 4 1 5 e s sl aa s /e eia el mee s e 4y swreiaiadein s s 3,516,472 3,264,650
Redemption of Preferred Stock, Series G ............cciivvrinnnnnnrnnnnns — 3,500,000
Premium and Expense on Redemption of Preferred Stock, Series G ........ — 334,266
Payment of Short-Term Bank Loans .............. A e O S 6,000,000 —
TEMDOERY INVBRITIIEE . s cni s i o laioruian soiians mine mociale onn aaaa &b Bia Arp iyt 2,003,245 —_—
Other CHANGES in Nt Coirront ABSOIS. ©. . o vin . iiain snaiinessinss s sos 559,397 754,953
R R T e s TR a0 SN S S e I K 96,997 -
I AL e oA isls o st s 6 o W S e s e T e R B G S e S s $29,319,304 | $22,757,908

AUDITORS’ OPINION

January 28, 1966

The Stockholders
Hawaiian Electric Company, Inc.:

We have examined the balance sheet of Hawaiian
Electric Company, Inc. as of December 31, 1965 and
the related statements of income, retained earnings
and premium on common stock for the year then
ended. Our examination was made in accordance
with generally accepted auditing standards, and
accordingly included such tests of the accounting
records and such other auditing procedures as we
considered necessary in the circumstances.

17

In our opinion, the accompanying balance sheet
and statements of income, retained earnings and
premium on common stock present fairly the finan-
cial position of Hawaiian Electric Company, Inc. at
December 31, 1965 and the results of its operations
for the year then ended, in conformity with generally
accepted accounting principles applied on a basis
consistent with that of the preceding year. Also, in
our opinion, the accompanying statement of source
and disposition of funds presents fairly the informa-
tion shown therein.

é.)j, ?;'M, 7)2.&4.41 'Q.

Peat, Marwick, Mitchell & Co.



NOTES TO
FINANCIAL
STATEMENTS

NOTE 1 — DEPRECIATION AND
FEDERAL INCOME TAXES

The company computes the depreciation recorded in
its accounts on a 49 sinking fund, group method,
utilizing the remaining-life principle. For income tax
purposes, the company computes depreciation using an
accelerated method on qualifying properties and the
straight-line method on the remainder of the plant.

Reductions in taxes currently payable of $1,592,264
in 1965 and $1,575,929 in 1964 arising from the use of
accelerated depreciation and variations in service lives
have been charged to income and credited to deferred
income taxes. The company has consistently followed
the policy of making no similar provision for deferred
income taxes for reductions in taxes currently payable
resulting from the use of the straight-line method rather
than the sinking-fund method of computing deprecia-
tion and deducting interest and certain overhead ex-
penses charged to construction. These differences be-
tween taxable income and book income amounted to
$1,318,588 in 1965 and $1,532,126 in 1964.

It is the opinion of management, that, if in the future,
income reported for income tax purposes should ex-
ceed book income as a result of the above amounts for
which no deferred income taxes are being provided,
taxes then payable on such excess represent allowable
expenses in determination of future rates.

NOTE 2 — PREFERRED STOCK
The following series of preferred stock were author-
ized and outstanding at December 31, 1965 and 1964:
s 1965 1964
eries C,

414,% — 150,000 shares ...$ 3,000,000 $ 3,000,000
Segl%s D,

— 50,000 shares ... 1,000,000 1,000,000
Series E,
5%  — 150,000 shares ... 3,000,000 3,000,000
Series H
514, % — 250,000 shares ... 5,000,000 5,000,000
Serles A
5% — 89,657 shares ... 1,793,140 1,793,140
Series J
43, % — 250,000 shares ... 5,000,000 5,000,000
Series
4, 55% — 175,000 shares . 3,500,000 3,500,000

$22 293,140 $22,293,140
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NOTE 3 — FIRST MORTGAGE BONDS

The following series of first mortgage bonds were
outstanding at December 31, 1965 and 1964:

1965 1964

Series E, 3% %, due 1970.....% 5,000,000 $ 5,000,000

Series F, 3%, duel977..... 5,000,000 5,000,000
Series G, 34 %, due 1981..... 3,000,000 3,000,000
Series H, 3% %, due 1982..... 4,000,000 4,000,000
Series |, 3.45%,due 1984..... 6,000,000 6,000,000
Series J, 4.70%, due 1987..... 7,000,000 7,000,000
Series K, 4.75%, due 1989, .... 10,000,000 10,000,000
Series L, 4.65%, due 1991..... 12,000,000 12,000,000
Series M, 4.45%, due 1993..... 16,000,000 16,000,000
Series N, 4.55%, due 1995..... 11,000,000 —

$79,000,000 $68,000,000

These bonds are secured by a trust indenture which by
its terms purports to be a lien on substantially all of
the property of the company.

NOTE 4 — INVESTMENT CREDIT

The investment credit allowed under the Revenue Act
of 1962 reduced the company’s income tax liability by
$270,345 in 1965 and $497,299 in 1964. The company
has elected to amortize the entire amount of the in-
vestment credit over the service lives of the properties.

NOTE 5 — COMMITMENTS AND GENERAL

At December 31, 1965, the company had purchase
commitments approximating $14,500,000 in connec-
tion with its plant expansion program.

Pension costs for past services under the company’s
pension plan which have not been funded or otherwise
provided for at December 31, 1965 are estimated to
amount to $3,275,000.



STATEMENT
OF RETAINED
EARNINGS

Year Ended December 31, 1965
(with comparative figures for 1964)

Increase
1965 1964 (Decrease)
BALANCE, JANUARY ‘1 .. il onconine snsinns sl sai $15,795,236 | $14,528,793 $1,266,443
ADD:
Mot Income Sor tRONBRE .. .o i cinisasn b i asen s 6,059,035 5,910,749 148,286
Transfers from Contributions in Aid of Construction ..... 75,116 31,148 43,968
DEDUCT: $21,929,387 | $20,470,690 $1,458,697
Cash Dividends on Preferred Stock ..............cc..... 1,079,907 1,076,538 3,369
Cash Dividends on Common Stock ............ccovuunn 3,516,472 3,264,650 251,822
Premium Paid on Redemption of
Series G Preferred Stock, 175,000 Shares @ $1 ..... —_ 175,000 (175,000)
Capital Stock Expense Applicable to
Preferred Stock Redeemed ......................... — 159,266 (159,266)
$ 4596379 | $ 4675454 § (79,075)
BALANCE. DECENMBER 31 ... iscoorhicinesneinsnsi in $17,333,008 | $15,795,236 $1,537,772
STATEMENT OF
PREMIUM ON
COMMON STOCK
Year Ended December 31, 1965
(with comparative figures for 1964)
1965 1964
PREMIUM ON COMMON STOCK ISSUED:
BAIRACE: JERUBIY 15 ot i e e e e S e e A e $11,238917 | $11,238,917
Premium from Sale of 173,790 Common Shares at $23.33 Per Share ...... 4,055,100 —
BRIENCR DOCHMDRE ] s e e s s s s e e b L e A e $15,294,017 | $11,238,917
PREMIUM ON COMMON STOCK SUBSCRIBED:
Premium on 12,362 Common Shares Subscribed at $23.33 Per Share ...... 288,447 -
$15,582,464 | $11,238,917

See accompanying notes to financial statements.
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STATISTICAL SUMMARY

FINANCIAL STATISTICS (Millions of Dollars)

Utility Plant in Service ................
Construction in Progress ..............

TOTAL UTILITY PLANT .........
Accumulated Depreciation .............

Capitalization (December 31)
BROREIE | o ool R R i e R A At
Preferred Stock @ $20 Par ..........
Common Stock @ $624 Par .........
Common Stock Subscribed @ $62/4 Par
Premium on Common Stock Issued. . ..
Premium on Common Stock Subscribed
Capital Stock Expense ..............
Retained Eamnings .......ccvcnienve

Bone MBIREE . . o oeisissia st b e
Preferred Dividends ...................
Common Dividends .......cicevsasivin

OPERATING STATISTICS

Sales of Elachieity - iovvcvnvia i vie
Other Operating Revenue ..............

TOTAL OPERATING REVENUES ..

Operating Expenses:
2R e s L e e e
Operation — Production,
Transmission, Distribution ........
Operation — Customer Accounts,
Sales, Administration and General ..
MOnIBNANEE .. . .svsnsavrvns e e
DEDRCIIRION T 5w iio i o o0 wis i s o e
Taxes Other than Income Taxes ......
Federal Income Taxes ..............
Federal Income Taxes Deferred ......
Investment Credit Deferred, Net ......
State Income Taxes ...........couen
State Income Taxes Deferred ........

Total Operating Expenses ..............
Operating INCOMB .....cvscuvnauaiinnin
OOBIIRCOIS . s ies win s sieinib i s e
Income Deductions and Interest Charges

NET INCOME ... .0 bt sl el oniavntises
COMMON SHARES (Millions)* ............

COMMON STOCK STATISTICS

Earned Per Share Common:
On Average Shares .................
OnYear Enc'Shares . . ......cconensias
Common Dividend Rate ...............
Common Equity Per Share .............

MISCELLANEOUS STATISTICS

Kilowatt Hour Sales (Billions) ..........
Average Annual Residential Use (KWH) ..
Revenue Per Residential KWH ..........
Customers December 31 (Thousands)
o | R S S N
i [ 0| et SLDR R S o X SR
Generating Capability December 31
(Thousand MW . . ... wsesssss smmmne
Peak Demand (Thousand KW) ..........

* Reflects 3 for 1 split made in 1962. Prior years adjusted.
1 Includes non-recurring dividend payment from merchandising subsidiary amounting to
14 cents on average shares and 13 cents on year end shares.

1965 1964 1963 1962 1961 1960 1955
$188.51 | $178.99 $163.09 $138.75 $129.78 $113.43 § 71.22
7.23 1.79 6.21 15.14 5.95 6.16 51
$195.74 | $180.78 $169.30 $153.89 $135.73 $119.59 §$ 71.73
$ 3050 | $27.13 $ 2462 $ 22.16 $ 2004 $ 1825 $ 11.70
$ 79.00 | $ 68.00 $ 6800 $ 57.00 $ 57.00 $ 4500 $ 28.00
22.29 22.29 22.29 24.93 20.19 20.26 9.00
24.851; 23.15 23.15 2315 21.05 20.96 14.00
15.29 11.24 11.24 11.24 6.63 6.36 i
.29 — — -— i i i
(1.05) (.98) (1.06) (1.20) (.98) (.97) (.50)
17.34 15.80 14.53 13.86 11.66 10.91 8.78
$157.55 | $139.50 $138.15 $128.98 $115.55 $102.52 §$ 59.28
§ 3253 280 ¢ 247 %5 1M 3 213 S 10 8 98
1.08 1.08 1.20 1.16 1.04 .78 43
352 3.26 3.20 2.98 2.69 2.40 1.75

$ 4405 | $ 4134 $ 3841 $ 3635 $ 3300 $ 3067 § 18.18
.16 .16 i .07 07 .06 12

$ 4421 | $ 4150 $ 3841 $ 3642 $ 3307 $ 3073 $ 18.30
$ 27 |S 280 % T4 $.7296 $ &85 % &70 5 388
4.09 3.93 4.07 3.56 3.23 2.65 1.98
5.61 5.20 4.80 4.40 4.22 3.80 2.36
2.93 2.95 2.38 2.37 1.84 1.99 1.94
4.19 3.67 3.15 2.87 2.56 2.34 1.31
4.73 4.36 4.05 3.45 3.09 2.78 1.40
2.51 2.12 2.63 3.08 3.67 3.53 1.66
1.42 1.41 1.11 1.09 60 55 14
24 48 29 12 i — e

30 26 29 .33 .38 .36 26

17 .16 .13 13 .08 .07 3

$ 3492 | $ 3314 $ 3084 $ 2916 $ 2652 $ 2477 $ 14.73
9.29 8.36 7.57 7.26 6.55 5.96 3.57
.07 .16 .09 52 11 .04 07
(3.30)| (2.61) (2.26)  (1.82) (1.84) (1.73) (1.00)

$ 606|% 591 $ 540 $ 596 $ 482 $ 427 $ 264
3.65 3.47 3.47 3.47 3.16 3.14 2.10

$ 14218 130 $ 131 % 1480 & 120 $ 120 % .08
1.37 1.39 1.21 1.38% 1.20 1.11 1.05
1.00 94 92 92 855 83 .83

$ 1543 | $ 1417 $ 1378 $ 1355 $ 1215 $ 11.85 $ 10.61
2.11 1.97 1.80 1.69 1.52 1.37 81
6,058 5,803 5,588 5,349 5,085 4,920 3,788
2.55¢ 2.57¢ 2.61¢ 2.65¢ 2.66¢ 2.72¢ 2.71¢
120 115 111 107 103 99 79
141 135 130 126 122 117 95
623 623 540 457 457 400 280
445 426 389 372 341 313 193
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which was installed in 1964, and
to the higher efficiency of the units
in full operation at Kahe, the num-
ber of barrels of oil used increased
only 2.2 per cent as compared to
an increase in output of 6.5 per
cent. In addition to this, our fuel
costs have been reduced by the
use of a heavier type of residual
fuel, 1500 viscosity, at Kahe. By
April, 1966 all units at Waiau will
also be using the heavier fuel oil.

OUR GROWING ECONOMY

Construction in the State has
been moving at record levels during
the past ten years, with 90 per
cent of it in our service area of
Oahu. In dollar volume it has in-
creased from $97 million in 1955
to $340 million in 1965.

It is anticipated that building
will continue at its present high
volume through 1966. During the
first 10 months of 1965, Honolulu
ranked fifth in the nation in dollar
volume of building permits issued.

The population on Oahu has in-
creased 24 per cent in the past
five years, and it is expected that
a similar rate of growth will con-
tinue in the immediate future.

In 1965, manufacturing for local
and export consumption showed its
biggest gain since 1961. This was
accomplished without the estab-
lishment of any new major indus-
trial plant. Sales of products by
diversified manufacturing concerns
totaled $281 million in 1965. The
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Automatic Dispatcher promotes

efficiency by maintaining close frequency
control and distributing power load

among Company's ten largest generators.
Substantial saving in fuel oil is also expected
from this method. Frederick Colburn,

load dispatcher, is at the controls and

Manuel Reis, acting supervisor, in background.

addition of numerous small plants
and increased sales by existing
manufacturers accounted for the
gain. The gain in population and
greater local procurement of sup-
plies by the military were lead-
ing factors contributing to the
increase.

Federal defense spending in Ha-
waii, most of it on Oahu, contrib-
uted a large share of the State’s

one-billion-plus economy. The es-
calation of the war in Viet Nam
has caused increased military ac-
tivity in Hawaii. In addition, estab-
blishment of a nuclear submarine
training center at Pearl Harbor
and a major policy change which
transferred naval repair work from
other yards to Pearl Harbor indi-
cate further growth in local de-
fense expenditures.
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Armed Forces spending in Ha-
waii during 1965 reached an all-
time high of $460 million.

The tourist industry continues
to grow at an average rate of about
20 per cent per year. During the
past five years, the number of tour-
ists and the amount spent by them
has almost doubled. In 1965 more
than 600,000 visitors spent an es-
timated $260 million.

Increased visitor facilities on all
the islands has permitted the
growth to take place. There are
over 10,000 hotel rooms available
on Oahu today, and 3,000 addi-
tional rooms will be available in
the near future.

Several hotels are adding im-
proved convention facilities, and
Hawaii is now able to attract major

The Company has been suc-
cessful in encouraging subdividers
and developers to install more and
more of the distribution system
underground. As a result Hawaiian
Electric Company has 20 per cent
of its distribution system under-
ground in contrast with a national
average of 11 per cent.

Hawaiian Electric follows a long-
standing policy of landscaping its
buildings and installations to har-
monize with their Hawaiian sur-
roundings. Landscaping of the
Kahe Generating Station was pub-
licly commended by the Outdoor
Circle.

Company program is helping to bring both full

and partial underground wiring within reach of more
homeowners. More than 42 per cent of new
residential subdivisions were improved in appearance
and value by underground service in 1965.

conventions.

BEAUTIFICATION
PROGRAM

In harmony with President Lyn-
don B. Johnson's national beauti-
fication program, utilities across
the country have embarked on a
policy of “‘beautility,” coined from
“beauty’’ and ‘‘utility.” One of the
salient aims is to increase the use
of underground wiring.

Since the 1920's Hawaiian Elec-
tric has had an underground pro-
gram. Through continuing research
over the years, simplified and more
reliable methods are now decreas-
ing the cost of these installations.
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Troops engage in jungle-type exercises during training near Kaneohe. Critical areas
in Asia emphasized Hawaii's strategic defense role in 1965,
Military expenditures here were some $460 million for year.

PAYROLL & BENEFITS

EMPLOYEES

New concepts, new procedures
and new skills needed to sustain
the rapid growth of the Company
are being adopted by our em-
ployees through on-the-job training
and formal after-hours training and
study programs.

At the end of 1965 the Company
had 1,401 employees.
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Emergency crews braved flood we

to maintain power durin
islands in May

offers helping

Val Marciel, Jr

During the year we had 57 ap-
prentices in 11 trades, and 17 ap-
prentices were graduated in five
trades. In addition, there were 52
employees who completed self-
improvement courses and 25 su-
pervisors who participated in su-
pervisory training programs.

The feeling of confidence and
respect that has characterized the
long relationship with the Inter-
national Brotherhood of Electrical
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Working

hand to

In swollen Waihee Stre

Workers, Local 1260, AFL-CIO,
which represents 76.3 per cent of
our employees, has been further
demonstrated by the understand-
ing reached on mutual problems
through the work of a Joint Review
Committee. This committee, con-
sisting of three Union and three
Company members, meets regu-
larly and is chaired by a represen-
tative of the Federal Mediation and
Conciliation Service.



Hawaii Institute of Geophysics

Research and development in space, ocean depths
and below earth’s surface is assuming major
importance in Hawaii. Plane towing a sensitizing
device is used by Hawaii Institute of Geophysics,
University of Hawaii, to carry out magnetic surveys
over the Hawaiian Ridge and adjacent ocean.
Magnetometer in plane records data

about earth’s crust to depths of 20 miles.

The Company is operating
under the terms of a three-year
agreement with the International
Brotherhood of Electrical Workers,
Local 1260, which was negotiated
in 1964 and covers the period
March 1, 1964 through February
28, 1967.

Employees in our security force
are represented by Independent
Local 650 of the United Plant
Guard Workers of America. This
three-year contract covers the pe-
riod May 1, 1964 through April
30, 1967.

CUSTOMERS

The Company added 5,552 cus-
tomers to its system during 1965,
bringing the total to 140,904. The
effect on our kilowatt hour sales
is increased by the high average
annual residential use of electricity
in our area. These customers aver-
aged 6,058 kwh, almost 23 per
cent above the national average.

Total new homes and apartment
units constructed was 8,450, in-
cluding 662 military units and 614
other government units. There were
4,519 individual homes built, an
increase of 16 per cent over 1964.
In addition, there were 2,655 apart-
ment units constructed. More than
87 per cent of the new homes were
all-electric, and 1,905 of the apart-
ments were all-electric.
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SERVING AN ISLAND OF 620,000

Island of Oahu, the Company’s
service area, with a population of
approximately 620,000, is hub of
the state's financial, business and
industrial activities. With an area
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of 604 square miles, it is third in
size among the Hawaiian Islands,
as shown in smaller map. Hono-
lulu, the State Capital, Pear| Harbor
and Waikiki, are on Oahu.




Low-silhouette line truck designed by Engineering
Department was put into successful operation. Body

is only 6 feet high. Tools and materials are easy to store
and reach. Working foreman George Garcia, at controls, and
James Smith, helper, demonstrate use of center-mount
boom, clearly visible to operator over low roof.

BUILDING THE LOAD

During 1965 the Company con-
tinued its program of encouraging
the use of electric service. This
is done through customary mar-
keting programs, which include a
strong advertising program, good
distributor-dealer relationships,
and continued assistance to home
owners by the Home Service
Division.

The Company again received
honors for its high quality adver-
tising in both local and national
competition, capturing nine awards
in 1965. Our complete advertising
program was judged best in the
industry for utilities our size in the
Public Utilities Advertising Asso-
ciation competition. Major awards
were also received in local contests
of the Hawaii Newspaper Agency,
Honolulu Advertising Club, and
Honolulu Artists and Art Directors
Club.

AREA DEVELOPMENT

During 1965 the Governor of
our State encouraged and spon-
sored a number of conferences re-
lating to the potential of research
and development in the Islands.
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Sufficient interest was shown to
indicate that this could become
another industry for the State. Dur-
ing the year the University of Ha-
waii received additional grants for
research and the Federal Govern-
ment started an underwater sound
project off the coast of Kauai. The
Mohole project was also desig-
nated for Hawaii in 1965 and has
already gotten underway. Our Area
Development office has been ac-
tively interested in these projects.

NEW DIRECTORS

Two new members, prominent
in our community, were added to
the Board of Directors at the an-
nual stockholders' meeting in April,
1965, bringing the total to 15.
They are Harold C Eichelberger
and Ralph T. Yamaguchi.

Mr. Eichelberger is president of
American Factors, Limited, and a
director or office holder in various
other corporations and community
institutions and organizations. Mr.
Yamaguchi, an attorney in private
practice since 1941, is a former
president of the Bar Association of
Hawaii and has held numerous of-
fices in legal and other community
groups.
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High-wire act engages linemen on ridge overlooking
Windward Oahu. They are drawing up supplies for

additions by “bundling’”” method to 138-kv transmission
system from Waiau Generating Station to Koolau Substation.
Working foreman John Kealiinohomoku, left, directs
apprentice linemen Clyde Williams and Gerald Nutt.




BOARD OF DIRECTORS

PHILIP E. SPALDING
Chairman of the Board

RALPH B. JOHNSON

President

T. A. COOKE

Trustee of Estates

HAROLD C EICHELBERGER

President
American Factors, Limited

G. W. FISHER
Past President
Bishop Trust Company, Limited

OFFICERS

PHILIP E. SPALDING
Chairman of the
Board of Directors

RALPH B. JOHNSON

President and Director

RUSSELL H. HASSLER
Financial Vice President
and Director

LEWIS W. LENGNICK
Senior Vice President in
Charge of Engineering
and Operations

DEPARTMENT MANAGERS

WILLIAM A. FROOME

System Operation

CURTIN A. LESER

Personnel

RUSSELL H. HASSLER

Financial Vice President

LESLIE A. HICKS
Past President

DUDLEY C. LEWIS
Attorney-at-Law
Lewis, Saunders & Sharpless

FRED P. LOWREY
President
Lewers & Cooke
Merchandise Corporation

J. SCOTT B. PRATT, 1l
President
Hawaiian Trust Company, Limited

HERBERT HEINRICH

Vice President and Manager
Commercial Department

CARL J. SCHIFFERS

Administrative Vice President

RICHARD L. SUMMERS
Vice President and Secretary

CARL H. WILLIAMS
Vice President and
Manager of Engineering

FRANK R. HICKS

Generation

FRANCIS H. WILLIAMS

Promotional

H. M. RICHARDS
Assistant Secretary
Castle & Cooke, Inc.

GILBERT W. ROOT
President
Cooke Trust Company, Limited

H. V. von HOLT

Estate Management

HEATON L. WRENN
Attorney-at-Law
Anderson, Wrenn & Jenks

RALPH T. YAMAGUCHI
Attorney-at-Law
Yamaguchi & Tanaka

JESSE R. ZEIGLER
Vice President and
Manager of Operations

EUGENE A. HELBUSH
Controller
Assistant Secretary and
Assistant Treasurer

WILL B. JOHNSTONE, JR.

Treasurer

EDWARD A. MURTY
Budget Director
Assistant Secretary and
Assistant Treasurer

C. DUDLEY PRATT, JR.
Distribution

G. MURRAY WINSLEY

Purchasing and Stores
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A. C. Sloggett, Jean Potter, Transfer Agents) 990 Richards Street, Honolulu 96813

REGISTRARS—The Chase Manhattan Bank, New York * The Bank of California National Association, San Francisco * Cooke Trust Company, Limited, Honolulu

N

Lemmon, Freeth, Haines and Jones — John Carl Warnecke and Associates




HAWAIIAN ELECTRIC COMPANY, INC.
P. 0. BOX 2750
HONOLULU, HAWAII 96803




