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Please provide copies of workpapers, or cite previously provided workpapers, supporting the
derivation of Franchise Royalty Taxes “At Present Rates” as reflected on HECO-1701.

HECO Response:

See response to CA-IR-546, page 3 of 4.
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Ref: HECO revised response to CA-IR-251 & HECO-1310 (HEI Billings).

Footnotes 12 and 15 of HECO-1310 provide additional “normal” annual costs attributable to
Sarbanes-Oxley (Sections 404 and 302) compliance. Footnote 12 also indicates that “since 2004
will be the first year of implementation of Sarbanes-Oxley Section 404, the Company anticipates
that the actual costs will far exceed the 2004 estimates shown.” Please provide the following:

a. _Referring to JECO-1310. nlegsg confirm that the “normal” cnsts inclided in_the 2004

estimate, which were then escalated for inclusion in the 2005 test year forecast, total
$97,546. If this cannot be confirmed, please separately list and total the amounts included
in the 2004 estimate and the 20035 test year forecast.

b. Referring to the revised response to CA-IR-251, the 2004 actual HEI billings to HECO
appear to include $69,440 related to Sarbanes-Oxley (ADM 112, RPT 098 & TAX 019).
Does this represent the total of the actual 2004 Sarbanes-Oxley charges billed by HEI? If
not, please provide a detailed listing, description and quantification of the actual Sarbanes-
Oxley charges included in the actual 2004 HEI billings to HECO.

¢. Regarding the response to item (b) above, does the Company believe that the actual 2004
costs “far exceed” the anticipated level of “normal” Sarbanes-Oxley costs? Please explain.

d. Referring to item (c) above, please reconcile the actual 2004 Sarbanes-Oxley compliance
costs with the “normal” amounts included in the 2005 test year forecast.

HECO Response:

a. Please see the response to CA-IR-253, page 9 for the details of the estimated “normal”
Sarbanes-Oxley Section (SOX) 404 estimate totaling $54,762 (which includes an estimate
of auditor’s attestation fees along with time spent for management to test and certify its
internal controls over financial reporting). This amount agrees to the charges associated
with Footnote 12 for SOX 404 [and 302] shown on HECO-1310.

The $42,784 of tax related charges associated with Footnote 15 shown on HECO-1310 are
related more to an increase in tax services from HEI to HECO rather than SOX 404 costs

since HECO does not have its own tax department. The increase in tax services are a result
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of new IRS forms, return disclosures and more documentation of tax items in order to be in
compliance with SOX 404 (i.e. additional reviews and authorizations are required for all tax

accruals). [Costs considered as SOX 404 costs relate to the auditor’s attestation fees and

management time spent testing and certifying its internal controls over financial reporting.]

—_b__Therevised resnaonse to CAIR-251, which reflects the 2004 actnal HEL hillines to HECO of
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Ref: HECO revised response to CA-JR-251 & HECO-1310 (HE] Billings).

Please explain and reconciie the following variances between the amounts included in the 2005
test year forecast and the 2004 actual charges to HECO from HEI:

a. INV 006 (Group analyst meetings): $150,510 actual 2004 vs. $127,251 test year forecast.

b. INV 008 (Investor base/ stockholder monitoring): $15,851 actual 2004 vs. $29,745 test year
forecast.

c. INV 009 (Investor Relations Planning): $2,221 actual 2004 vs. $43,595 test year forecast.

d. INV 13 (Other investor relations activities): $34,225 actual 2004 vs. $20,746 test year
forecast.

HECO Response:

a. INV 006 (Group analyst meetings): INV 006 and INV 009 (Investor Relations Planning)
were used interchangeably in 2003 (which is the basis for the 2005 test year estimate shown
on HECO-1310) and 2004. The allocation percentage to HECO is the same for both
investor relations charge codes INV006 and INV009. The net amount of the difference for
the two charge codes is an increase of approximately $15,000 (see page 3 for the calculation
of the difference). The difference is primarily due to higher investor relations planning
costs of approximately $6,000 and no summer analyst meeting in 2004 of approximately
$6,000. Specifically in 2004, HEI did not incur the annual costs associated with the investor
relations planning trip since the Manager of Investor Relations was able to meet with the
investor relations consultants while attending another conference on the mainland.
However, this cost savings is specific to 2004 and is not expected to recur in 2005 and
beyond. In addition, due to the Sarbanes-Oxley Section 404 compiliance efforts required in

2004, additional costs anticipated for investor relations planning and the annual summer
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analyst meeting were not incurred in 2004 as the meetings were canceled due to scheduling
conflicts. However, it is anticipated that in a “normal” year, costs would be incurred related
to investor relations planning and the summer analyst meeting. The company’s response to
CA-IR-419 which shows the updated 2005 test year estimate should have included an
additional $12,000 for these “normal” investor relations planning costs and group analyst
meeting costs and will be reflected in rebuttal testimony.
INV 008 (Investor base/ stockholder monitoring): INV 008 and INV 013 (Other investor
relations activities) were used interchangeably in 2003 (which is the basis for the 2005 test
year estimate shown on HECO-1310) and 2004. The allocation percentage to HECO is the
same for both charge codes. The 2004 actual charges adjusted for the 2005 inflation
adjustment were $637 higher (1% higher) than the 2005 test year estimate for these cﬁarge
codes (see page 3 for the calculation).
INV 009 (Investor Relations Planning): Please see response to CA-IR-552 a. above.

INV013 (Other investor relations activities): Please see response to CA-IR-552 b. above.
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Support to CA-IR-552 a. and c.

INVO06 2004 actual charges 150,510
INV009 2004 actual charges 2,221
152,731

2005 inflation adjustment @ 2.1% 3,207
Estimated 2005 charges (a) 155,938
INV0O6 test year forecast 127,251
INVO06 test year forecast 43,585
(b) 170,846

Difference (a)- (b) {14,908)

Support to CA-IR-552 b. and d.

INV008 2004 actual charges 15,851
INV013 2004 actual charges 34,225
50,076

2005 inflation adjustment @ 2.1% 1,052
Estimated 2005 charges {(c) 51,128
INVOOB8 test year forecast 29,745
INV013 test year forecast 20,746
{d) 50,491

Difference {c) - {d) 637
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Ref: HECO-1310 (HEI Billings).

Please provide the following information regarding the identified charges included in the 2005
test year forecast:

a.

CON 002 (Meetings) and CON 004 (Other): $43,051 of test year general consulting charges
directly assigned to HECO. Please identify and describe the specific consulting services
typically incurred by HEI and assigned to HECO for inclusion in the test year forecast.

TAX 003 (Tax and financial planning): $22,263 is included in the test year forecast. Please
describe the type and nature of tax/ financial planning services, identifying any portion
associated with personal advice to executives and senior management personnel.

HECO Response:

d.

The $43,051 test year CON 002 (Meetings) and CON 004 (Other) general consulting
charges that were directly charged to HECO are all associated with charges from the HEI
President who is also HECO’s Chairman of the Board. As HECO’s Chairman of the Board,
the HEI President has frequent meetings with HECO senior management to discuss HECO
matters and to provide general consulting services to HECO. In addition, annually the HEI
President attends the EEI Annual Convention as HECQ’s Chairman of the Board where
matters related to the electric utility industry are discussed and shared with other industry
members. The time and costs associated with the EEI Annual Convention represent
approximately one third of the test year estimate for consulting charges. Note that the test
year amount will be revised as shown in response to CA-IR-419.

Tax and financial planning generaily includes identifying ways to comply with Federal,
State and local tax regulations, satisfy financial reporting requirements and identify and
evaluate tax strategies. The 2005 test year estimate shown on HECO-1310 is based on the

actual experience of charges in 2003. The amount included in the test year forecast consists
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of several ongoing activities including general tax research on issues related to compliance
and financial reporting; meetings with HECO personnel to discuss potential transactions and
related tax issues; and discussions with HECO personnel involving the tax impact of
transactions already incurred. There is no portion associated with personal advice to

executives and senior management personnel. Note that the test year amount will be revised

as shown in response to CA-IR-419,
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Ref: HECO T-8,p. 18 & HECO T-13. p. 47. (OMS).

The Qutage Management System is described as a major reliability initiative HECO plans to
implement in 2006. Please provide the following:

a. Are any costs associated with OMS included in the 2005 test year forecast of rate base or
expense?

b. Referring to item (a) above, please provide the respective amounts included in revenue
requirement, along with a pinpoint reference to the forecast workpapers or other

documentation supporting the quantification of such amounts.

HECO Response:

a. The costs included in the 2005 test year associated with the OMS total $152,569 and are
included as part of Distribution Operations expenses. These expenses are related to
specification preparation, bid evaluation and data cleanup. The accounting for such costs is
consistent with Statement of Position (SOP) 98-1 and the agreement between HECO and the
Consumer Advocate dated April 21, 2005 in Docket No. 04-0131.

b. The $152,569 was included in revenue requirements. Please refer to CA-IR-1 & 2, Docket
No. 04-0113, Project Number PO000828, pages 1, 2 and 3 of 9 for documentation supporting

the amount.
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Ref: T-15, page 17, response to CA-IR-345 & HECO-1507 (Long-Term Disability).

With regard to the update to HECO-1507 produced in response to CA-IR-345, please provide the
following:

a. Referring to page 8 of the response to CA-IR-345, please provide support for calculation of
the average merit salary ($73,284) and BU wage ($57,595) as of January 1, 2005.

b. Referring to item (a) above, how do these average compensation levels compare to the

compensation levels effectively included in HECO’s 2005 test year forecast? Please explain
and reconcile any material differences.

HECO Response:

a. The average merit salary and BU wage used in HECO-1507 noted on page 8 of the response
to CA-IR-345 was calculated by using a data file of actual covered employees as of January
I, 2005. The salanes/wages used is as of October 1, 2004, which is what is used to
determine FlexPlan benefits for 2005. A schedule is attached and the supporting worksheets
included in the electronic file labeled “CA-IR-556Attch.xls” will be provided under separate
transmittal.

b. Asnoted above, these average compensation levels are as of October 1, 2004,
Compensation levels for the test year were determined as described in HECO T-15, pages
33-34, which describes adjustments based on BU wage and merit salary increases projected

1n 2005.
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Average Wage / Salary Statistics PAGE 20F2
as of 1/1/2005
CO
Class Data HECO | Grand Total
BU Average of Wage/Salary | $57,595 $57,595
Count of Class 682 682
MERIT |Average of Wage/Salary |$73,284 $73,284
Count of Class 658 658
Total Average of Wage/Salary $65,299 $65,299
Total Count of Class 1340 1340
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Please identify by name and title the person within HECO’s organization who has lead
responsibility for monitoring generating system reliability (i.e., performance relative to the
“4.5 years per day” standard).

Please provide copies of all memoranda, reports, or correspondence issued between January
1, 2002 and the March 31, 2003, (i) to, or (ii) by the person identified in response to part (a),
above, addressing the topics of actual, historic, or projected generating system reliability.

HECO Response:

a.

Ross Sakuda, Director, Generation Planning Division, Power Supply Services Department.
Mr. Sakuda 1s the sponsor of HECO’s Direct Testimony in HECO T-4.

HECO objects to the request to provide “all” memoranda, reports, or correspondence issued
between January 1, 2002 and the March 31, 2005, (i) to, or (ii) by the person identified in
response to part (a), above, addressing the topics of actual, historic, or projected generating
system reliability, on the grounds that (1) requests that HECO produce “all” documents are
overly broad and unduly burdensome given the volume of documents; (2) internal
communications contain information subject to the attorney-client and attomney product
privileges; and (3) information produced pursuant to such requests could include preliminary
and/or outdated analyses, which have been superseded by later analyses. Without waiving
this objection, HECO is willing to provide the following response. All documents or
relevant parts of the documents cited below were prepared under the supervision of Mr.
Sakuda and have been previously filed with the Commission and Consumer Advocate.

« January 31, 2002 ~ HECO 2002 Adequacy of Supply Report ~ HECQ indicated that

there was a reserve margin of approximately 34% over the 2001 system net peak.
HECO projected reserve margins of 32%, 31% and 28% in 2002, 2003 and 2004,

respectively, with the peak reduction benefits of future DSM.
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capacity at Waiau. Inevitably, this means that the company would have to institute
rolling blackouts. These would be of the sort occasionally needed during natural
disasters and large-scale equipment failures in the past. But they would be far more
widespread and prolonged. As a result, they would be much more costly to its
customers and disruptive to the life and economy of the island.” Mr. Sakuda provided

input to this section of the FEIS.

December 31, 2002 — HECO IRP-2 Evaluation Report — As indicated on page 68 of the

report, the timing of generating unit additions was determined by the application of
HECO’s load service capability criterion and HECO’s reliability guideline of 4.5 years
per day. The integration analysis concluded on page 71 that the next generating unit is
still required in 2009. In other words, generating system reliability was not expected to
fall below 4.5 years per day until 2009 based on the assumptions used in the report.
Table 5.3.2 on page 72 shows the timing of generating unit additions for various
scenarios, where the timing of the additions was determined by the application of the 4.5
years per day reliability guideline.

January 9, 2003 — Honolulu 9 HP/LP Turbine Blading Application — HECO submitted

an application for approval to commit funds in excess of $500,000 for Item Y00035, the
Honolulu 9 HP/LP Turbine Blading Project in Docket No. 03-0006. In examining the
application, the Consumer Advocate submitted Information Requests (“IRs”) to HECO
to obtain details related to the application. One particular IR (CA-IR-9) pertained to
generating system reliability. Please see HECO’s response to CA-IR-9 in Docket No.

03-0006, submitted on April 4, 2003.

April 3, 2003 — Honolulu 8 HP/LP Turbine Blading Application — HECO submitted an



[ ]

CA-IR-557

DOCKET NO. 04-0113

PAGE 4 OF 12
application for approval to commit funds in excess of $500,000 for Item P0000773, the
Honolutu 8 HP/LP Turbine Blading Project in Docket No. 03-0083. In examining the
application, the Consumer Advocate submitted IRs to HECO to obtain details related to
the application. One particular IR (CA-IR-7) pertained to generating system reliability.
Please see HECO’s response to CA-IR-7 in Docket No. 03-0083, submitted on June 12,
2003.

June 6, 2003 — Residential Direct Load Control (“‘RDLC”) Program Application —

HECO submitted to the Commission an application for approval of its RDLC Program
in Docket No. 03-0166. Exhibit E, page 3, of that application showed the impact of the
timing of firm capacity additions with and without the RLDC and Commercial and
Industrial Direct Load Control (“CIDLC”) Programs’. In the base plan (with the RDLC

and CIDLC Programs), the first unit addition was needed in 2009. Subsequent unit

Irmnnn_ximfa wasdad ,?ﬁ qeif ii‘,\ Y?"M}q I T N i PO S .

was determined by the application of the 4.5 years per day reliability guideline. This
meant that new firm generating capacity was added whenever generating system
reliability fell below 4.5 years per day. In years between unit additions, generating
system reliability was above 4.5 years per day. In the alternate plan (without the RDLC

and CIDLC Programs), the first unit addition was needed in 2006. Subsequent unit
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application of the 4.5 years per day reliability guideline. In the base plan (No Utility
CHP), generating system reliability was projected to be above 4.5 years per day until
2009, when a simple cycle combustion turbine would need to be added to maintain
generating system reliability above the 4.5 years per day threshold. Subsequent unit
additions would need to occur in 2015, 2016 (two units) and 2021 to maintain
generating system reliability above 4.5 years per day. The in the alternate plan (With
Utility CHP), unit additions would need to occur in 2010, 2016 (two units), 2021 and

2022 to maintain generating system reliability above 4.5 years per day.

December 11, 2003 — Commercial and Industrial Direct Load Control (“CIDLC™)

Program Application — HECO submitted to the Commission an application for approval

of its CIDLC Proeram in Docket No. 03-0415,_ Fxhihit.G nace 3 afthat annlication______________

showed the impact of the timing of firm capacity additions with and without the RLDC
and CIDLC Programs. The resource plans with and without the programs were the same

ones used in Exhibit E of the RDLC Program application.

December 26, 2003 — Opposition to CHP Program Suspension — The cost-effectiveness

analyses for the RDLC and CHP and CIDLC programs were based on the latest long-
term base resource plan (generally, the IRP-2 plans as updated in the December 31, 2002
Evaluation report using the August 2002 Long-term Sales and Peak Load Forecast). In
the response to the Consumer Advocate’s proposal to suspend consideration of the CHP
Program Application, which would delay HECO’s ability to install CHP systems, HECO

pointed out that:

* Delaying the start of the program for any significant period of time would irrevocably
harm ratepayers, the Companies and CHP program customers. Load is growing faster
than was anticipated, particularly on Oahu. The system peak load already experienced
by HECO of 1284 MW (without the standby load) in October 2003 was significantly
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higher than the forecasted system peak for 2003, Without the central station deferral
benefits expected from their CHP programs, the need dates for new generation may well
occur sooner than the forecasted need date of 2009 for HECO. The Companies are not
in a posttion to accelerate the installation dates for new generation, and the instatlation
of utility-owned CHP systems can help avoid reserve margin shortfalls.”
Although HECO was still working on a new long-term Sales and Peak Load Forecast,
which would form the basis for the 2004 Adequacy of Supply Report, HECO provided
details to back up its findings that load was growing at a faster rate than forecast. See
HECO’s Reply to the Division of Consumer Advocacy’s Statement of Position filed
December 26, 2003 in Docket No. 03-0366, in which HECO requested the fiexibility to

report that the CHP programs be implemented on an interim basis.

March 31, 2004 — HECO 2004 Adequacy of Supply Report — Pages 5 to 10 discuss the

projection of generating system reliability based on the circumstances at that time,
including the new February 2004 Long-term Sales and Peak Load Forecast. (In its
January 30, 2004 request to delay filing the report until the new load forecast was
completed, HECO again provided information showing that load was growing faster
than previously forecast.) HECO indicated that “With the February 2004 forecast,
which is higher than the August 2002 forecast as indicated in Table 1, HECO’s analysis
ndicates that generating system reliability will fall below the 4.5 years per day
reliability guideline in 2006, assuming that no new central-station generating capacity is
added from 2004 to 2006, even if:

1. forecasted peak reduction benefits (estimated at 11 MW for 2004-2006) from
continuation of existing energy efficiency DSM programs are acquired,

2. proposed peak reduction benefits (estimated at 28 MW for 2004-2006) from the

two load management programs are acquired, as forecasted in their respective
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applications [footnote 5 excluded]; and
3. proposed utility CHP impacts (estimated at 8 MW for 2004-2006) occur as
forecasted in Docket No. 03-0366.
Should the forecasted peak reduction benefits from these programs not occur, then the
generating system reliability is expected to fall below the 4.5 years per day reliability

guideline sooner than 2006.”*

e May 13, 2004 — Waian CT Separation Project Application — HECO submitted an

application for approval to commit funds in excess of $500,000 for Item P0000939, the
Waiau CT Separation Project in Docket No. 04-0104. On pages 5 and 6 of the
application, HECO included excerpts of the March 31, 2004 Adequacy of Supply report
and stated “The proposed project is related to the above category of increasing output
from HECO’s existing units.” The application further stated that the “Waiau CT
Separation Project will help to increase the availability of Waiau 9 and 10 CT units.” In
examining the application, the Consumer Advocate submitted IRs and Supplemental
Information Requests (“SIRs™) to HECO to obtain details related to the application.
Several of the IRs and SIRs related to generating system reliability and Loss of Load
Probability. HECO filed its responses to the IRs and SIRs on July 21, 2004, and August
25, 2004, respectively. Please refer to HECO’s responses to CA-IR-3, 5 and 7 and to
CA-SIR-2 and 3 in Docket No. 04-0104.

 June 30, 2004 — HECO Electric Utility System Cost Data Report — Page A-4 provides an

11-year resource plan (then-current year plus 10 future years). One simple cycle unit

addition is shown in 2009 and a second one is shown in 2013. Note (7) on page A-5

* From pages 5 and 6 of the HECO 2004 Adequacy of Supply report.
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states “For planning purposes the following future units will be added in 2004-2014: A
nominal 100 MW simple cycle combustion turbine is scheduled to be added in 2009.
HECO’s analysis indicates that the generating system reliability will fall below the 4.5
years per day reliability guideline beginning in 2006. However, given the long lead time
to mstall the next generating unit, HECO projects an installation date of 2009. The

actual size and type of unit may change along with its associated costs.”

July 14, 2004 — Distributed Generation Docket (Docket No. 03-0371) Direct Testimony

~HECO T-3, pages 7 and 8, discusses the need for firm capacity in 2006, and possibly
sooner.

August 31, 2004 ~ Honolulu Power Plant Retirement Scenario -~ HECO presented to the

IRP-3 Integration Technical Committee the scenarios that HECO would be analyzing as
part of the IRP-3 integration analysis. A scenario with the possible retirement of
Honolulu Power Plant was included. The scenario analysis considered changes in
resource timing and total resource costs based on retiring Honolulu Power Plant in 2015,
maintaining generating system reliability throughout the 20-year planning period, and
meeting the objectives in each IRP-3 plan concept. In essence, replacement capacity is
needed before Honolulu Power Plant is retired. Please refer to HECO’s response to CA-
IR-450 and 451. As shown on page 6 of HECO’s response to CA-IR-451, HECO
communicated to the Aloha Tower Development Corporation that “The new power plant
must be fully permitted, constructed and operational before the Honolulu Power Plant
can be shut down.”

Qctober 22, 2004 - Distributed Generation Docket (Docket No. 03-0371) Rebuttal

Testimony — HECO RT-3, pages 1 and 2, reiterates the need for firm capacity, and
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discusses the higher than forecast system peaks that occurred in October 2004.

November 5, 2004 — HECO’s Application for Approval of Amendment Nos. 5 and 6 to

Power Purchase Agreement between HECO and Kalealoa — Section V.D. on pages 10 to

12 discusses the projection of generating system reliability.

November 8, 2004 — HECO IRP-3 Integration Technical Committee Meeting #5 —
HECO presented to the Integration Technical Committee (“ITC”) the attributes and
measures for each of the six finalist resource plans developed for IRP-3 with Advisory
Group input. Generating system reliability was one of the attributes that was quantified.
Shde 18 (which shows the generating system reliability) from that presentation is
attached. A handout provided to the ITC provided detailed year-by-year breakdowns for
certain attributes. Page 36 of 61 (which shows the generating system reliability) from
that handout is attached.

November 12, 2004 — HECO Test Year 2004 Rate Case — Mr. Sakuda submitted Direct

Testimony in HECO T-4. Pages 4 and 5 discuss a projection of generating system
reliability.

March 10, 2005 — HECO 2005 Adequacy of Supply Report — The report provides an

extensive assessment of current and future generating system reliability. The report was
filed with the Commission with a copy to the Consumer Advocate.

March 11, 2005 — HECO Response to CA-IR-271 in the Instant Docket — Information is

provided on historical and projected generating system reliability.
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FINAL ENVIRONMENTAL IMPACT STATEMENT WAIAU FUEL PIFELINE PROJECT
ALTERNATIVES CONSIERED

24  NO ACTION ALTERNATIVE

In the case of HECO’s proposed pipeline project, “No Action” consists of failing to arrange for
continued fuel delivery to Waiau beyond the end of the current contract between HECO and Chevron.
This would result in the loss of nearly a quarter of the installed electrical generaling capacity for
O‘ahu. It cannot be emphasized too strongly that this alternative would not meet the objectives of the
proposed action. Instead, “No Action” is included only because it is needed to fulfill the
requirements of Chapter 343,

Implementation of the “No Action” alternative would require HECO to make a number of changes in
the way it operates.

» First, it would have to drastically increase the utilization of the generating units that would remain
in service. This, in turn, would entail increased fuel deliveries to those facilities, greater emissions
from them, longer operating hours, and other changes.

» Second. HECO would have to violate the generating reserve criteria stipulated in its filings with the
PUC. This would greatly increase the fragility of the electrical power supply. It could also to lead
to transmission bottlenecks as the grid struggles to move power from the remaining generating
anits o users,

» Third, HECO would have 1o institate drastic measures to restrict demand. While some of these
would involve voluntary conservation, such measures would fall far short of the drastic cut in
demand that would be needed for HECO to serve all of its customers without the capacity at
Waian. Inevitably, this means that the company would have to institute rolling blackomts. These
would be of the sort occasionally needed during natural disasters and large-scale equipment failures
in the past. But they would be far more widespread and prolonged. As a result, they would be
much more costly to its customers and disruptive to the life and economy of the island.

As noted above, HECO’s contract with Chevron expires on December 31, 2004, Because of this,
HECO must make new arrangements for the continued delivery of fuel to Waiau and Iwilei beyond
that ime. In the case of deliveries to Waiau, this fuel is needed for the continued operation of the
existing LSFO-fired units at the Waiau Generating Station, which constitute about a quarter of
O‘ahu’s generating capacity. Continued operation of the Waiau Generating Station will have no
bearing on HECO's efforts to pursue meeting future energy needs with additional generation utilizing
new technologies, including renewable energy and other developing technologies.

PaGE 2-51
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CA-IR-558

Please verify that HECO’s March 31, 2004 Adequacy of Supply report (“AOS 2004”) to the
Commission identified a need for 40 MWs to maintain generating system reliability above
the 4.5 years per day guideline to 2007 (see page 6).

Please verify that, as of March 31, 2004, HECO was exploring several options to address
this need for additional capacity resources including:

1. more aggressive energy and load management DSM programs;

1. identification and implementation of CHP projects in addition to those included in
HECO’s proposed CHP program;

Hi. increased output from HECO’s existing units;

iv. increased output from existing Independent Power Producers; and

v. the installation of DG (see AOS 2004 at 9).

For each mitigation measure described in part (b) above (and other mitigation measures not
listed), please describe the steps that HECO accomplished during the months between
publication of AOS 2004 and AOS 2005.

For each mitigation measure discussed in part (¢), above, please describe the incremental
MW contributions that HECO has been able to secure for each year 2005 through 2009,
based on the efforts described.

Please provide the “action plan,” i.e., the document or documents that governed HEC(O’s
actions as it pursued the incremental MW contributions described in part (d), above.

HECO Response:

d.

No, the CA’s statement is incorrect. As stated on page 10 of the AOS 2004 report, “HECO

anticipates seeking 40 MW (specifically 30 MW before 2007 and an additional 10 MW

before 2009) of combined additional capacity and load reductions through a mix of
generation alternatives and demand-side management programs that are critical to maintain
HECO’s generating system reliability above the reliability guideline until firm capacity from
the new central-station generating unit is added in 2009.” (Underlining added.)

HECO verifies that, as of March 31, 2004, HECO was exploring all of the options identified

in Items 1. to v. and as stated on page 9 of HECO’s AOS 2004 report.
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Please refer to HECO’s response to CA-IR-6, in Docket No. 04-0320 (Kalaeloa PPA

Amendment Nos. 5 and 6), filed on February 23, 2005, for information on the capacity and

energy resources HECO is pursuing. Below is additional information covering the period

after February 23, 2005.

1

2)

3)

4)

Energy Efficiency DSM: On March 16, 2003, the PUC issued Order No. 21698 which
separated HECO’s proposed DSM projects from the on-going rate case. The proposed
DSM projects will be examined in a newly established Energy Efficiency Docket
(Docket No. 05-0069). Please refer to HECO’s response to CA-IR-446, part a., Item 2.
Load Management DSM Programs: Please refer to HECO’s response to CA-IR-446,
parta., Item 1. As of May 31, 2005, 1,769 load control switches have been installed
under the Residential Direct Load Control Program. This will provide 1,123 kW -of
controllable load at the net generation level. As of the same date, one customer has
signed up for the Commercial & Industrial Direct Load Control Program. This will
provide 1,818 kW of controllable load at the net generation level.

Identification and implementation of CHP projects in addition to those included in
HECO’s proposed CHP program: On March 4, 2005, HECO withdrew its application
in Docket No. 04-0314 for approval of a CHP Agreement with Pacific Allied Products,
Limited.

Increased output from existing Independent Power Producers: On October 12, 2004
Kalaeloa Partners L.P. (“Kalaeloa”) and HECO executed two amendments to their
power purchase agreement (“PPA”), subject to approval by the Commission and certain
other conditions, which provide for up to 29 additional MW of firm capacity to be

made available to HECO from the Kalaeloa facility. On May 13, 2005, the
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of May 31, 2005. Please also refer to HECO’s AOS 2005 report, Appendix 2, page 1,
Table A2, for a projection of load management program impacts. In addition to this,
HECO secured a peak reduction benefit of about 2.4 MW through a Rider I contract
with Grace Pacific Corporation”. Please also refer to HECO's response to CA-IR-446,
part a., Items 1 and 2.
ii. Identification and implementation of CHP projects in addition to those included in
HECO’s proposed CHP program: Please see HECO’s response to CA-IR-6, in Docket
No. 04-0320 (Kalaeloa PPA Amendment Nos. 5 and 6), filed on February 23, 2005.
Please also refer to HECO’s response to part ¢., in Item 3) above.
iii. Increased output from HECO’s existing units: Please see HECO’s response to CA-IR-
6, in Docket No. 04-0320 (Kalaeloa PPA Amendment Nos. 5 and 6), filed on February
23, 2005.
iv. Increased output from existing Independent Power Producers: Please refer to HECO’s
response to part c., Item 4) above.
v. Installation of DG: Please refer to HECO’s responses to CA-IR-446, part a., Item 7,
and CA-IR-535, part a.

e. There is no document entitled the Action Plan for options listed in subpart b. Please see
HECO’s response to CA-IR-446, part a, Adequacy of Supply letter filed March 10, 2005,
and responses to other information requests (“IRs™) related thereto.

i.  More aggressive energy and load management DSM programs: For the enhanced
energy efficiency DSM programs please refer to HECO’s testimonies, exhibits and

responses to IRs in the instant rate case related to the DSM programs, including HECO

? Please refer to PUC D&O No. 20507, filed on April 15, 2004, in Pocket No. 03-0266.
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T-1 (Mr. Robert Alm), page 8, line 18, to page 9, line 25; HECO T-10 (Mr. Alan Hee),
page 35, line 1, to page 63, line 2; HECO T-11 (Mr. Gregory Wikler) — Demand-Side
Management Programs; and HECO T-12 (Mr. Daniel Violette) — Appropriate DSM
Incentives and Alignment with Policy Objectives. For the load management programs,

please refer to the testimonies, exhibits, and responses to IRs and stipulations with the

CA in.Docket No_03-0166 reoardine HRCN s gpoligaioufar srvraval adhe .

...ﬁ i
. —

1.

Residential Direct Load Control Program filed on June 6, 2003, and in Docket No. 03-
0415, regarding HECO’s application for approval of the Commercial and Industrial
Direct Load Control Program filed on December 11, 2003.

Identification and implementation of CHP projects in addition to those included in
HECO’s proposed CHP program: Please refer to HECO’s testimonies, exhibits and
responses to IRs in the Commission’s docket investigating distributed generation,
Docket No. 03-0371, to which the CA is a party, HECO’s application for approval of a
CHP Agreement with Pacific Allied Products, Limited, filed on October 28, 2004, in
Docket No. 04-0314.

Increased output from HECO’s existing units: Please see HECO’s response to CA-IR-
6, in Docket No. 04-0320 (Kalaeloa PPA Amendment Nos. 5 and 6), filed on February
23, 2005.

Increased output from existing Independent Power Producers: Please see part a., Item
4) above.

Installation of DG: HECO’s action plan included identification of potential sites, and

assessing the pros and cons of each site. For the particular considerations, please see

EH:LC:O’S ;%ﬁﬂnﬂﬁlﬂ C.A-IR-A in Nocket Nn 04-0320N (K alaslna PPA Amendment
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Nos. 5 and 6), filed on February 23, 2005. See also HECO’s response to CA-IR-441, in
this instant docket, filed with the Consumer Advocate and the Department of Defense
on April 22, 2005, and Attachment 1A to HECO’s letter updating revenue requirement
inputs filed on May 5, 2005 with the Consumer Advocate, Department of Defense and

the Commission. Please also refer to HECO’s response to CA-IR-535, part a.
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a. Please provide a copy of each contingency analysis performed relative to the “base case
scenario” represented in AOS 2004.

b. Please provide a copy of the contingency plan for addressing contingencies identified in the
response to part (a), above.

HECO Response:

a. HECO is unclear as to what “contingency analysis” and “base case scenario” the CA is
referring to with respect to the 2004 Adequacy of Supply report since there are no such
references in the report.

HECO did state the following on pages 5 and 6 of the report: “With the February 2004

forecast. which is higher thag the Aucyst 2002 forecast asindicatadin Takle 1. HECYs

3

analysis indicates that generating system reliability will fall below the 4.5 years per day

reliability guideline beginning in 2006, assuming that no new central-station generating

capacity is added from 2004 through 2006, even if:

1. forecasted peak reduction benefits (estimated at 11 MW for 2004 — 2006) from
continuation of existing energy efficiency DSM programs are acquired,

2. proposed peak reduction benefits (estimated at 28 MW for 2004 — 2006) from the two
load management programs' are acquired, as forecasted in their respective applications;
and

3. proposed utility CHP impacts (estimated at 8 MW for 2004 — 2006) occur as forecasted
in Docket No. 03-0366.

Should the forecasted peak reduction benefits from these programs not occur, then the
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generating system reliability is expected to fall below the 4.5 years per day reliability

guideline threshold sooner than 2006,
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addition, HECO anticipates secking another 40 MW (specifically 30 MW before 2007 and
an additional 10 MW before 2009) of combined additional capacity and load reductions
through a mix of generation alternatives and demand-side management programs that are
critical to maintain HECO’s generation system reliability above the reliability guideline until
firm capacity from the new central-station generating unit is added in 2009.

In summary, HECO was projecting reserve capacity shortfalls of 30 MW in 2006 and
2007 and 40 MW in 2008 based on the application of the 4.5 years per day reliability
threshold, even with the forecasted peak reduction benefits of energy efficiency DSM
program, load management DSM programs, and CHP program as proposed at that time.

HECO stated on page 9 of the 2004 AOS report: “Given that the next generating unit
cannot be installed in 2006, HECO is exploring several other options to mitigate the effects
of the higher forecast on generating system reliability. These options include, but are not
limited to, more aggressive energy and load management DSM programs that acquire
increased and accelerated impacts, identification and implementation of CHP projects in
addition to those included in HECO’s proposed CHP Program, increased output from
HECO’s existing units within the limits of existing permits, increased output from existing
Independent Power Producers, and the installation of DG. HECO is currently evaluating the
cost, permitting, schedule and regulatory requirements for these options.”

At the time the 2004 AOS report was filed, assessment of the potential impacts of the
options listed above was in the early stages. The options were developed and assessed in the
manner discussed in applications and responses to information requests in this and other
dockets. Enhanced energy efficiency DSM programs were developed in the IRP-3 process,

and filed in HECO’s 2005 test year rate case, as required by the approved stipulations with
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the CA. Stipulations were entered into with the CA in the load management DSM dockets
in 2004, so that implementation of those programs could begin in 2005. HECO’s efforts to
implement CHP system projects were delayed by the suspension of the CHP program
application, as requested by the CA. HECO’s subsequent efforts to pursue CHP system
projects on a “Rule 4” contract basis, pending resolution of the Commission’s DG
investigation, were detailed in the DG Docket, Docket No. 03-0371. The first Rule 4

contract with Pacific Allied was filed in October 2004 in Docket No. 04-03 14, but was

suspended pending the DG investigation and then terminated by Pacific Allied. It is not

expected that farther DG _asregments will be negatiated nntil there is a detegminatian in
L—‘i_,_l
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into account developments with respect to the resources in HECO’s base resource plan and
any changes in planning assumptions and forecasts since the 2004 AOS. HECO identified
additional measures to be evaluated and implemented, if assessed to be appropriate.
Generally, these were measures being considered of the impacts if the planned resources
were less then forecast, or if necessary regulatory approvals could not be obtained or were
delayed for planned resources, or if load grew faster than was forecast. Direct load control
of residential air conditioning was a measure that was evaluated, along with other measures,
in the IRP-3 process. Development of a voluntary demand load response program generally
was expected to follow implementation of C&I Direct Load Control, but has been moved up
given the current capacity situation. Consideration of installing leased DG units at
substation and other sites on an interim basis has been fast-tracked in 2005 given the delays
in obtaining approvals needed to proceed with customer-sited CHP systems, which HECO
considers to be a better long-term option for both HECO and its customers. The extensive
efforts that HECO has taken and is continuing to take to maintain and/or improve the
availability of its existing generating units have been detailed in HECO T-6 and related IR
responses. The new “measures” include adding operational staff to allow for 24 hours a day,
7 days a week, operation of Honolulu 8 & 9 and Waiau 3&4, and the addition of night
maintenance crews at the Kahe and Waiau power plants.

In the 2004 AOS report, HECO did not analyze an alternate scenario as it did in the
2005 AOS report. Long-term sensitivity analyses were done in 2004 as part of the IRP-3
process. The CA was provided with results as part of HECO’s IRP Advisory Group process,
and the detailed draft report is expected to be sent to Advisory Group members during the

week of June 6th as part of the on-going IRP-3 process.
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b. There is no document entitled a Contingency Plan, and the options discussed above are

identified and discussed in the documents identified in part a above, and in the response to

CA-IR-446.
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a. Can Table 3 of AOS 2005 be interpreted to mean that, in 2006, Oahu should expect one
outage per year because HECO’s generation system cannot meet customer demands? Please
explain.

b. Can Table 3 of AOS 2005 be interpreted to mean that, in 2005, Oahu should expect about
one outage per year because HECO’s generation system cannot meet customer demands?
Please explain.

¢. Ifthe answer to part (2) or part (b), above is in the affirmative, please reconcile the response

to the paragraph on page 25 of AOS 2005, which begins “HECO has sufficient firm
generating capacity on its system to meet the forecasted load.”

HECO Response:

a. Table 3 on page 17 of HECO’s AOS 2005 report indicates that the projected generating
system reliability in 2006 is 1.0 years per day. This can be interpreted to mean that based on

the particular assumptions used in the analvsis. there is a probability of ane_accurrence

during the year where the generating system will be unable to satisfy some part of the total

ol e— G T o Sy R () S Wowt VY R
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load. HECO may not, at times, have sufficient capacity to cover for the loss of the

largest unit or for multiple generating unit outages.”

If the only unavailable generating units are those that are on planned maintenance (i.e., no
units are on forced outage), then there will be sufficient capacity to meet the forecasted load.
If, however, there are simultaneous forced outages of multiple units, or if the largest unit is
forced out of service during a particular peak period, then there may not be sufficient
capacity to meet the forecasted load. The probability of this happening is estimated in the
referenced Table 3.

In other words, if only the forecasted peak load, the total system capacity and the
scheduled unavailability of generating units are considered, then there will be sufficient firm
generating capacity on the system to meet the forecasted load. However, if the unexpected
loss of the largest unit or the unexpected loss of multiple units is considered, then there is a

possibility that the forecasted load may not be satisfied. That possibility is quantified in

terms of the generating system reliability projection given in the referenced Table 3.
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Attachment 2 to Appendix 3 to HECO’s March 10, 2005 Adequacy of Supply report (“AOS

2005”) to the Commission suggests that the Company’s “4.5 years per day” standard has been
the Company’s planning standard since 1968 (see Page 3 of 3). Please verify that this is the case.

HECO Response:

HECO’s generating system reliability guideline has been 4.5 years per day since 1968.
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a. Has HECO made commitments to any government leaders or agencies to preserve system
reliability at or above the 4.5 years per day standard?

b. If the response to part (a) is in the affirmative, please identify:

i. each such government leader (by office) or agency to which such commitment was
made; and
ii. provide the earliest known date on which each such commitment was made.

c. Please provide copies of documents that support the response to part (b), above.

HECO Response:

a. No, HECO has not made such a “commitment”.
b. Not applicable.

c. Not applicable.



CA-IR-563
DOCKET NQ. 04-0113

PAGE10OF 2

CA-IR-563

a. Given that the AOS 2005 base scenario includes assumed resources as described at 16-17,
including an additional 29 MWs from Kalaeloa, please explain how the resource deficiency
grew from 40 MWs in AOS 2004 to 60 MWs n AOS 2005.

b. Please provide a table that reconciles the shortage identified in AOS 2004 to the shortage

XE_ S L., 4 Sk MO N Ty . S . S SN0 C L b o S e—

i. peak forecast values (MWs) and the change in peak forecast values from AOS 2004 to
AOS 2005;

ii. load management DSM values (MWs) and the change in MW contributions under AOS
2004 and AOS 2005;

iii. energy efficiency DSM values (MWs) and the change in MW contribution under AOS
2004 and AOS 2005, etc.

HECO Response:

a. Asnoted in Appendix 3, page 7, of HECO’s 2005 AQOS report, the Loss of Load Probability

calculation is a function of (1) the normal capability rating of each generating unit; (2) the

D . B o . T T Y 2 1 4 b 5V o % & I 2 Y . A T T . T SPE. D S R
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lower (as shown in Appendix 2, page 1, Table A2 of the 2005 AOS report), and the

estimated impacts of utility and non-utility CHP are forecasted to be lower (as shown in

Appendix 2, page 4, Table A4 of the 2005 AOS report).

1. Please refer to Table 1, on page 10 of HECO’s 2005 Adequacy of Supply report for a
comparison of the forecasted peaks from AOS 2004 and AOS 2005.
il. Please refer to Table A2 in Appendix 2 on page 1 of the HECO 2005 AOS report.

iit. Please refer to Table A3 in Appendix 2 on page 3 of the HECO 2005 AQS report.
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Attachment 2 to Aonendix 3 to HEC(Ys AQS 200043 states that “We nlanned {in 1872) o increase

the level of reliability to between 7.0 and 10.0, ... as our company financing and earnings will
permit us to do so” (see Page 3 of 3).

a. Please verify that the “7.0” and “10.0” refer to “7.0 years per day” and “10.0 years per day”
planning standards, respectively.

b. Please state (i) whether and (ii) when this alternate planning standard was adopted.

c. Ifthe 7.0 to 10.0 years per day planning standard was adopted, please explain statements in
the AOS 2005 that identify 4.5 years per day as the planning standard.

d. Ifthe 7.0 to 10.0 years per day planning standard was not adopted, please explain why not.

HECOQO Response:

a. Yes, the “7.0” and “10.0” refer to “7.0 years per day” and “10.0 years per day” planning
standards, respectively.

b. The higher 7.0 years per day and 10.0 years per day generating system reliability guidelines
were never adopted.

c. Not applicable.

d. HECOQ’s generating system reliability has been satisfactory. No evidence has been provided
to HECO that its generating system reliability is or has been unsatisfactory. In fact, as part
of its currently on-going IRP-3 effort, HECO commissioned a study to review its capacity
planning criteria and consider whether these criteria are appropriate for continued use in its
integrated resource planning process. The study concluded as follows:

“The current reliability guideline of 4.5 years to experience one loss of load day is
reasonable for both a regulated vertically integrated utility on Qahu and for a

competitive environment should one evolve. While the criterion is less stringent than

[that need on thel 17T 9 mainland it 1¢ Biober than 1mmnct of the orirveuver] airctsmme mittes da
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Legal Notice

This documnent was prepared by Shaw Power Technologies, inc. ™ (PT) solely for the benefit
of Hawaiian Electric Company, Inc. Neither PTI, nor parent corporation or its or their
affiliates, nor Hawaiian Electric Company, Inc.,, nor any person acting in their behaif (a)
makes any warraniy, expressed or implied, with respect to the use of any information or
methods disclosed in this document; or (b) assumes any liability with respect to the use of
any information or methods disclosed in this document.

Any recipient of this document, by their acceptance or use of this document, releases PT], its
parent corporation and its and their affiliates, and Hawaiian Electric Company, Inc. from any
liability for direct, indirect, consequent:al or spec;al loss or damage whether anszng in

and strict liability.
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L

Introduction

As part of the integrated resource planning (IRP) process, the various key criteria, factors,
assumptions, and methodology need to be reviewed and documented at the start of the
effort. One of the key items that should be reviewed early in this process is the capacity
planning criteria. These criteria will be used to evaluate generation adequacy, to establish
the need for additional resources to meet future demand and energy requirements, and to
evaluate the impacts that different portfolios of new resources will have on the reliability of the
overall electric system. The criteria should be reviewed to ensure that they are both
reasonable and appropriate for the current and future conditions.

Shaw Power Technologies, Inc. ™ (PTi) was asked by Hawéiian Electric Company, Inc.
(HECO) to review its capacity planning criteria and consider whether these criteria are
appropriate for continued use in its integrated resource planning process.

1.1 Current HECO Capacity Planning Criteria

At the present time, there are three criteria that HECO uses fo determine when additional
generating facilities need to be added. HECO's planning criteria indicates that new
generation would be added to prevent the violation of any one of the rules. The first rule
states that

“The sum of the amount net capabillty ratings of all available units minus the
normal net capability rating of the largest available unit must be equal to or
greater than the system peak load (as measured at the high-voftage side of
the generator step-up transformers, i.e., before T&D losses) to be supplied at
60 Hz, minus the total amount of underfrequency refay-controlted interruptible
loads.”

The second rule is an operational criterion:

“There must be enough net generation running in economic dispatch so that
the sum of the three second quick load pickup power available from all
running units, not including the most heavily loaded unit, plus the net loads of
all other running units must equal or exceed 95 percent of the hourly system
net Ioad (which excludes power plant auxiliary loads but includes T&D
losses). This is based on a minimum allowable system frequency of 58.5 Hz
and assumes a 2 percent reduction in load for each 1 percent reduction in
frequency.”

A third element in HECO's capacity planning criteria is a reliability guideline. This guideline
indicates that: .

Shaw Power Technologies, inc. 1-1
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“Capacity pfanning analysis will include a calculation of risk (Loss of Load
Probability} in years per day for each plan of the long-range expansion study.
In cases where risk s calculated to be less than 4.5 years per day, the plan
will be reviewed by the Vice President of Power Supply and the President for
approval of use of the plan in the study. Calculations of risk will utilize normal
net capability ratings (N, N, N3 ... Ny).”

1.2 Defining Reliability

Reliability is a measure that indicates how well a system performs its intended function.
Adequacy is a related concept that is associated with reliability. A system is considered
adequate if there are sufficient resources to perform its function. To apply these terms to
electric systems, the North American Electric Reliability Council (NERC) has defined power
system reliability as:

‘Ttihe degree of performance of the elements of the bulk electric system that
results in electricity being delivered to customers within accepted standards
and in the amount desired. Reliability must be measured by the frequency,
duration and magnitude of adverse effects on the electric supply. . Electric
system reliability can be addressed by considening two basic and functional
aspects of the electric system — adequacy and security.

Adequacy — the ability of the electric system to supply the aggregate electrical
demand and energy requirements of the customers at all times, taking into
account scheduled and reasonably expected unscheduled outages of system
elements.

Security — The ability of the electric system to withstand sudden disturbances
such as electric short circuits or unanticipated loss of system elements.”

These definitions apply to both the generation and transmission systems, and in using these
definitions, an electric system would be considered unreliable if either the generation or
transmission system were inadequate. For this specific review, the focus is on the generation
aspect of the HECO electric systern, while recognizing that transmission system consfraints
could impact the amount of generating capacity that could be deliverable to meet load.

1.3 Generation Adequacy

The function of the capacity planning criteria is to establish a consistent basis for evaluating
the current system and proposed expansion plans in tenms of whether there will be adequate
generation to meet load. Generation adequacy can be defined as the abifity of all generating
fesources fo supply the total system demand, with appropriate consideration of both
scheduled and unscheduled outages of the generating faciliies. It does not consider
reliability issues or limits associated with the transmission system, outside of constraints on
importing power through ties to other systems.

System operators can predict hourly loads for the next day with reasonable accuracy, given
that some of the factors associated with load variability will have minimal effect in the short
term, while others such as weather can be estimated with reasonabie certainty. However,
especially beyond one or two days, demand levels on a daily or houry basis cannot be
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exactly predicted into the future. Therefore, i is not possible to precisely determine the
amount of generating capacity that would be required to meet load levels at various points in
time in the future. Similarly, sudden equipment failures can occur randomly, and repairs of
outaged equipment can take longer than expected. Since there is a finite non-zero
probability that each operating generation resource on the system could fail at a particular
point in time, an infinite amount of generating capacity would be required to “guarantee” that
the total load would always be met. As this is unrealistic and unfeasible, a probabilistic
approach has often been used to evaiuate generation adequacy.

As zero risk is approached, the marginal costs of incremental risk reduction (additional
resources) become very large and there is no evidence to indicate a willingness of
consumers to pay very high premiums for slightly higher reliability. Additionally, unexpected
or unpredictable events, such as exceptionally severe weather or acts of terrorism,
occasionally cause electric systemns to fail, either locally or wide spread, and these events
may not be preventable at all. The logical conclusion of this issue from an economic
perspective is that the process of setting an adequate level for reliability needs to balance the
costs associated with disruption of supply against the costs of reducing that risk.

1.4 Changing Environment

Both in the U.S. and in numerous countries throughout the world, the electric industry is
undergoing a structural change that is altering the responsibility for maintaining adequate
resources fo meet load. Previously, utilities were generally vertically integrated and had
monopoly franchises. In that environment, utilities had an obligation to serve and to provide
reliable service to all customer classes at the lowest reasonable cost. To conform to those
requirements, utilities added resources to meet their projected load requirements, with the
timing and, to some extent, sizing of new supply-side resources based upon the generation
adequacy evaluations. This process and the resulting approval procedure from regulatory
bodies were meant to ensure that reliability was being maintained at a reasonable level while
at the same time limiting the ability of utilities to add too much generating capacity that would
result in higher rates to consumers than may be considered reasonable.

As portions of the electric industry move towards a competitive generation market, this
process is no longer directly applicable. For a deregulated generation supply industry,
market forces should guide the addition of new generating faciities, while generation
adequacy studies would be a guide to the likely level of future reliability. In this new
environment, individual power producers are focused on producing power at the lowest cost
possible to maximize profits, while the issues such as reliability, the environment, and
demand-side control, previously considered in a regulatory environment especially in the IRP
process, need to be addressed in other arenas.

Especially from an intemational perspective, governments have traditionally taken a strong
interest in reliability of utifity supply. Some of the factors behind such an interest in security of
supply include:

» the essential nature of electricity and the associated high costs of interruptions,

« the difficulty in obtaining altemative supplies other than through monopoly-based
transmission line networks, and
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» the difficulty of storing energy for most consumers.

Thus, it has generally been recognized that interruptions to energy supply can be both
sudden and have serious consequences. At the same time that the structure of the electric
utility industry is changing, there is no consistent approach being used to deal with generating
resource adequacy. In certain competitive markets, capacity reserve margins have been
required for customers, while other markets have taken a hands-off approach and are letting
prices and resource additions be entirely market driven.

Shaw Power Technologies, Inc. 1-4
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The evaluation process that was used for this study was to review the planning criteria used
by other electric utilities, reliability organizations, and regulatory bodies in the U.S operating in
an interconnected basis, and utilities operating in other countries that are either isolated or
interconnected and to compare those criteria with the planning criteria used by HECO. The
purpose of this effort was to provide benchmarks for the evaluation of HECO criteria. The
information that has been gathered for this process has been extracted from various public
sources.

2.1 General

In attempting to express the reliability of an electric system, there is no single index that is
universally used. The types of criteria that historically have been used by utilities for capacity
planning include:

» Specified percentage reserve margin,

» Loss of largest unit,

» Loss of load expectation (LOLE),

» Dependence upon interconnections, and
e Expected unserved energy (EUE).

Of these, the percentage reserve margin and the LOLE criteria have generally been the
criteria most often used.

The list of reliability indices can be broadly categorized as either deterministic or probabilistic.
Deterministic indices, such as reserve margin and loss of largest unit, can be readily
calculated with easily documented system parameters and can provide a snapshot of the
system. These deterministic measures can be used for evaluating system adequacy for
many years into the future. While they can be easily calculated, they have a deficiency in that
they do not take unforeseen events into account and, hence, do not directly consider the
various aspects of the system that affect overall system reliability. :

The dynamic and variable nature of a power system is better analyzed through probabilistic
measures. These approaches will take into account the future uncertainties in system
components through statistical analyses. The resulting indices will provide a better indication
of system reliability, with the tradeoff being that they are more difficult and time consuming to
compute and evaluate.
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2.2 Reserve Margin

The main reason for the prevalent use of a reserve margin as a reliability standard is a
function of its ease of calculation and understanding. The reserve margin is a deterministic
measure and represents the relative amount that installed generating resources are greater
than the annual peak load. If the calculated reserve margin is above the criterion, then the
system would be considered to be within the standard for the period evaluated.

The reserve margin is generally expressed as a percentage and is calculated by taking the
difference between total generating system capacity and the system annual peak load and
then dividing by the system annual peak load. This calculation can be readily performed for
numerous years, utilizing projected annual peak loads and expected resources that would be
available to meet those loads. The calculated reserve margins can then be compared with
reliability criterion to determine the need to add resources. This process can be refined to
consider seasonal peaks for regional analyses where diversity of loads or seasonal
differences in generating capacity needs to be considered. Interruptible loads can be
reflected in the analysis by either including the inter:uptlble load as a resource, or by using
system firm load in the calculations.

The capacity margin is another reliability measure that has also been used and one which is
very similar to the reserve margin. It shares all of the advantages and disadvantages of the
reserve margin. The capacity margin would be calculated in a comparable manner to
reserve margin, with the excess capacity above annual peak demand divided by the total
generating system capacity.

2.3 Loss of Largest Unit

Unlike the reserve margin criteria, this criterion recognizes the potential reliability issue if the
largest resource fails or is otherwise unavailable to serve load. For systems where a large
unit, relative to the other generating units and more importantly system load, is added, the
loss of that unit could result in the inability to meet peak load even if the reserve margin
criterion were otherwise met.

This criterion is also a deterministic measure that is easy to evaluate and interpret. The net
capacity of all available resources except for the largest unit are summed and compared to
the system peak load. As long as that net capacity is larger than the peak load, the criterion
is satisfied. For relatively large systems where the largest unit is a small percentage of the
system peak, the use of this criterion without any other indices will result in insufficient
capacity available to meet load when one or more units are unexpectedly tripped while other
generation is out for scheduled maintenance.

2.4 Loss of Load Expectation

Loss of load expectation (LOLE) is a reliability index that indicates the expected number of
periods in a year when the peak demand would exceed the available supply resources.
While it can be calculated houdy, it is typically calculated and expressed in terms of the
number of days per year.

In its more common presentation, LOLE is the expected number of days in a year the
available generating capacity and other resources would be less than the daily peak demand,
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resulting in the inability to serve some portion of the load. It is obtained by calculating the
probability that the daily peak demand would exceed the available capacity for each day,
under the assumption that each day is independent of all others. These daily values are then
summed for all the days in a year and muttiplied by the number of days in the year. The
calculation for hourdy LOLE is similar, with the calculations done for each hour in the year,
again under the assumption that each hour is independent of all others.

Of the various methods to assess systérn adequacy that have been discussed thus far, LOLE
provides a more complete evaluation of the expected system behavior. Unlike other
measures, such as reserve margin, LOLE takes the following factors into account:

1. The peak load of every day (or the load of every hour for hourly calculations) of the
year is considered to have an infiuence on system adequacy, not just the hour(s) of
peak demand. Systems with a high load factor will tend to have a lower level of
reliability, all other factors being equal.

2. Plant availability is taken into account. Generating resources with a high availability
are of more benefit than generating units with low availability, from the system
reliability point of view.

3. The number and relative sizes of generating units impact the LOLE calculations. A
small number of large units will provide less security than a large number of small
units, all other factors being equal.

The reserve margin method does not take these factors into account. lts calculation is based
on an annual peak or two seasonal peaks. The number and relative sizes of the units are not
considered, nor are their availability levels. The loss of the largest unit approach has
usefulness for small systems such as Hawaii Electric Light Co. and Maui Eiecfric Company
where the unit size is large compared to peak load and for short-terrn operational planning,
but otherwise suffers from the same limitations as the reserve margin.

While LOLE is typically expressed in terms of days per year or hours per year, it can aiso be
expressed in terms of the number of years per one day loss of load. To illustrate by way of
an example, a LOLE criterion of 1 day in 10 years is identical to 0.1 days per year. His
synonymous with 10 years per one day loss of load terminology used by HECQ. HECO's
reliability guideline is a LOLE calculation with a threshold of 4.5 years per day, or equivalently
0.22 days per vear.

The |LOLE values are sometimes referred to as loss of load probability (LOLP). However, the
proper use of the term LOLP refers to the probability of not meeting load in any hour and thus
is a unitiess value. In contrast, the LOLE calculation is the result of a mathematical operation
known as expected value. Because of this, the term LOLE is the proper name for this
calculated value. The calculational procedure for hourly LOLP is the same as for hourly
LOLE, with the result being the probability of not serving load in any hour in the year.
Multiplying the hourly LOLP vaiue by the number of hours in a year will result in the LOLE in
hours per year.

There is no fixed relationship between an LOLE expressed in days per year and one
expressed in hours per year. in the LOLE calculated on a daily basis, as is used in HECO's
reliability guideline, only the peak demand for each day of the year is considered. For the
hourty LOLP caiculation, each hour of the year is considered. For systems with a high load
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factor on a daily basis, there would be more contribution to the LOLE value than if the daily
load shape were more peaked. Similarly, energy-limited resources can contribute 0 a
skewing of hourly LOLE values compared to daily caiculations. For a “typical® utility,
calculated LOLE values of 0.4 - 0.7 hours per year have been found to be comparable to 0.1
days per year for the same system and assumptions.

As previously indicated, the annual LOLE is the sum of the contributions from each day, or
each hour if the analysis is so structured. In general, the daily expectations consider the peak
load level for the day, the variability of that load, the units that are out on scheduled
maintenance, and the probability that each of the remaining plants will be available.
Typically, a plant availability distribution table is prepared, from which the probability of the
available generation being less than any given load level can be found direcly. These tables
would then be modified for scheduled maintenance.

The calculated adequacy level is then compared to the reliability criteria standard to assess
F the apiome. _If tha anloudntod LN T o ara~vias o dinoe adex '~ 0 — 4l g

system fails to meet the adequacy standard and additional resources are needed. I the
LOLE is less than or equal to the standard, then the system is within the standard. A very low
LOLE value compared to the criterion is indicative of a system that has excess capacity
strictly from the reliability planning criteria; this result could bé expected for systems with
significant amounts of hydro generation.

2.4.1 Issues Relevant to LOLE Criteria Levels

The impact on overall system reliability associated with the addition of a large generating unit
is a function of the number and sizes of generators on a system, the system demand, and the
availability of the generator to be added. As an example, adding one 500-MW unit to a
1,000-MW system would result in a noticeably less reliable system than adding five 100-MW
units. If this system after either of these additions has a 15% reserve margin (150 MW), then
the loss of the 500-MW unit would result in less supply capability than the daily peak loads for
a significant portion of the year. The greater the number of generators instalied, the lower the
probability that all of those units will be out at the same time. If the forced outage rate for
each of these units was 10% and ignoring maintenance, the probability of having a total of 0
MW from these five units is 0.001%, compared to the 10% chance of not having any output
from the single 500-MW unit.

Annual LOLE values can be volatile from year to year, and are a non-linear parameter.
During peak periods, the LOLE value can be many times greater than the value during
minimum foads. The results of most studies will generally indicate that the majority of the
veardy LOLE is arccriued over a relatvely emall narroantane nf the voaar  Adddanaliv o hae
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balances these interruption costs against resource addition costs will vary by utility, especially
in the intemational arena. A more stringent LOLE criterion will generally reflect higher
interruption costs; these could be associated with an increased dependence on electricity for
production, and societal costs associated with widespread power outages.

Some economists that are advocating for market prices to drive resource additions have
argued that the industry standard of 1 day in 10 years implies a much higher customer
interruption cost than their studies have shown. Their argument suggests that the curment
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regions that are heavily dependent on electricity would be much greater than for
underdeveloped countries where electric energy use is minimal by comparison.

2.5 Dependence Upon Interconnections

A similar reliability index is the dependence on supplemental capacity resources. One
approach for this index is the determination of the number of days when the system under
study would have to depend upon interconnections with other systems, curtailment of service
to interruptible customers, and direct-controlled load management. Altematively, the MW
magnitude of dependence on interconnected systems can be used as the calculation
approach, with the criterion being the import capability of the existing interconnections. In
either of these approaches, the data requirements inciude forced outage rates, scheduled
maintenance, and load forecasts as in the LOLE analyses.

The fundamental premise for this reliability index is that there are resources outside the utility
system or planning area that could provide emergency power through one or more
transmission interconnections. Thus, the utility will be dependent upon that external
capability fo avoid the shedding of load during supply emergencies. If there is no capacity
that is available or deliverable during the emergency from the remote systems, the resuft
would be load shedding. Since only one utility serves an island and none of the islands are
interconnected, the dependence upon interconnections is not relevant for Hawail.

2.6 Expected Unserved Energy

While LOLE is an important index in terms of identifying whether the generation system is
reliable, it provides an incomplete picture. It does not identify whether there are single or
multiple occurrences of load shedding in the period under study. It also does not give an
indication of the size of the problem. The magnitude of the insufficiency as well as the
duration are important in order to deveiop and evaluate corrective measures.

Expected Unserved Energy (EUE) is the expected amount of energy that would be curtailed
due to demand exceeding available capacity. Generally expressed in MWh per year, this
reliability index is a probabilistic index that uses many of the same parameters as used for
LOLE. Additional factors are failure rates and repair rates for generating resources. The
criterion for the EUE index is generally expressed as a percentage of annual energy.
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Review Process

3.1 General

The review process that was used for this report was to examine the planning criteria used by
other electric utifities, reliability organizations, and regulatory bodies in the U.S operating in an
interconnected basis, and utiliies operating in other countries that are either isolated or
interconnected. The purpose of this effort was to provide benchmarks for the evaluation of
HECO criteria. The information that has been gathered has been extracted from various
public sources.

3.2 Isolated Systems

The transmission systems of most electric utilities in the United States are interconnected
with other systems. The interconnected networks allow the utilities to call upon the resources
of neighboring systems to help in meetling load during emergency conditions. In contrast,
HECO operates an electric system that is isolated from other utilities or sources of power not
located on the island of Oahu. As a result, HECO must depend on its own generating
resources pius the resources of independent power producers located on the island to meet
customer load requirements. Recognizing that in general ferms electric power cannot be
stored but must be generated at the time that it is demanded, there is a probability that
equipment failures, scheduled mainienance, and cother factors may prevent generating
facilities from operating. Therefore, while the criteria of interconnected utiliies can be
compared with isolated systems such as HECO’s, the additional resources to meet the same
criteria would need to be provided by iocal generation or load modification, rather than
transmission lines to neighboring utilities.

3.3 Market Pricing Issues

As the electricity supply industry moves from the vertically integrated regulated monopolistic
structure fo a competitive commodity market, volatility in prices shouid be expected that
reflect market forces. Developers of resources will install new capacity when they perceive
that the market prices will provide them with sufficient revenue to resutt in a profitable venture.
In periods of excess capacity, prices will remain iow and provide little incentive to build new
capacity. In commodity markets other than electric energy, marketers, retailers, and large
customers will typically use long-term bilateral contracts that limit their exposure to price
volatility as well as price hedging instruments. Unlike price volatility responses in some
commodity markets, the issue of inadequate investment in generation and conservation may
lead to actual electricity supply shortages, with resultant interruptions and the consequential
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economic disruptions. This risk stems from the instantaneous balancing of supply and
demand in the electricity markets, the limited storage capability for electricity, and the
transition time from when demand side issues appear to the time when supply side facilities
can be developed and implemented.

Electricity has become a vital element of economic activity throughout most of the world, such
that shorifalls of generating capacity can have significant economic and political ramifications.
Since the development time for generating plants can be relatively long, it is important to
consider the impacts that may result from the various options available to moderate the price
. volatility and the potential demand and supply imbalances. Some of the options that have
been suggested include: . |

* Aregulatory requirement on Load Serving Entities (LSEs) to maintain certain capacity
margins.

« Require some entity to construct resources to maintain certain capacity margins.

» Provide some form of capacity payment from LSEs to give added incentive for a
greater level of development of new generation. This would require some entity with
sufficient market presence to implement the billing and cdllection from electricity users
and direct the financial resources to the appropriate developers. ’

¢ Let the market mechanisms develop for hedging the risk of volatility. The premiums
collected couid be used to support the development of resources to boost supplies,
thereby moderating the price volatility.

The current approach that has been implemented in the eastem U.S. has focused on
requiring LSEs to have, in some manner, sufficient capacity to meet peak load plus a
specified level of reserves. There are several approaches being developed that would
provide for capacity payments, but these are in a state of fiux at this time. While economists
advocate that the market can provide mechanisms for addressing price risk, there has been
limited movement in this direction given the political response to significant spikes in prices.

Theoretically, generation adequacy can be evaluated without concem as to whether the
electricity market is competitive or not.” While the market will influence the price of electricity
during periods of supply shortage, it should not constrain the quantity of available capacity
that will be available to meet demand. This assumes that the market conditions in the future
will be sufficient to attract investment for future required capacity in a timely manner and that
commercial operation of the market discourages poor availability levels. However, insufficient
revenue to support costly or inefficient generating resources could lead to the early retirement
of those units, thereby reducing fotal system generating capabifity.

In most commodity markets, the consumers’ responses to price changes serve as a
mechanism to restrain price swings. As prices get too high, consumers use the product more
efficiently, curtail use of the product, find substitutes, or shift use to periods when it is less
expensive. In certain regards, electricity is different in that it is a relative necessity of modem
life and there are few substitutes for it, although there are ways in which to reduce the use of
electricity, implement efficiency improvements or change the periods of use.
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Ancther impact associated with the movement towards competitive markets is the focus of
oversight parties. In the past, the focal point was on long-term resource needs. Now the
state and regional bodies are focused on the shorterterm adequacy and reliability
assessments and on the performance of electricity markets. Additionally, data requirements
for these efforts and the availability of that data are issues that have impeded the review
process.

Market-based pricing as a means to signal the need for additional capacity is not an
applicable consideration in Hawail, as there is no competitive retail market and a limited
wholesale market,

3.4 Planning Criteria in Current Practice

The discussions in the following sections present the basis and rationale of the planning
criteria used in various regions of the U.S. and in a number of countries.

3.41 Mid-Atlantic Area Council

The Mid-Atlantic Area Council (MAAC) is a reliability council that covers the states of New
Jersey, Delaware, Maryland, and the majority of Pennsylvania. This refiability council, like
others throughout the U.S., has maintained its reliability principles and standards as the
generation market has undergone varying aspects of deregulation and re-regulation. Initially
adopted in 1968, and most recently revised in March 1990, MAAC's reliability standards
provide that the installation of generating capacity needs to be sufficient in each year to
ensure that the probability of load exceeding the available generating capacity shall not be
greater than one day in ten years. They have indicated a number of factors that should be
reflected in the reliability analysis. These include the scheduled and unscheduled outages of
generating units, limited energy capability from supply-side resources, the transmission
network capabilities within the individual systems within MAAC, the connections to parties
outside MAAC, and the nature of the connected load. The underlying principle for these
standards is that they only apply to facilities that impact the reliability of the overall MAAC
system, as opposed to facilities that only affect the reliability to supply local system loads.

MAAC's focus is to ensure that the bulk electric system is planned and built so that the more
iikely contingencies will not result in loss of load. This allows individual participants in MAAC
to adopt different criteria for their own systems where cost or other factors may limit the ability
to attain the specified reliability. MAAC also recognizes that a diversity of types, sizes, and
locations of all electric system facilities is needed to maintain reliability, by minimizing
common mode outages. With respect to supply side resources, this means that different fuel
types, fuel supply sources, or equipment types should be encouraged. If adequate diversity
is not possible, then common mode outages should be considered in evaluating the overall
system reliability level.

To ensure that all systems within MAAC contributed to the overall reliability, consistent with
an LOLE of 1 day in 10 years, the Reliability Council of Pennsylvania New Jersey Maryland
interconnection LLC (PJM) established a 19.0% required reserve for the 2001 — 2003
planning periods. This obligatory reserve must be met by all load-serving entities in PJM as
signatories to the Reliability Assurance Agreement (RAA). This reserve margin is the amount
of generation that the LSE must maintain above their peak demand. Total PJM load is met
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through generating resources within PJM coupled with purchases from other regional
markets. While generating resources can be energy-only or installed capacity resources,
only the latter can be used by LSEs to meet their load and reserve responsibility.

The installed capacity resources used by a LSE within PJM can be called upon to support
PJM during system emergencies. However, their output can be removed by their owner or
marketer from the PJM market with as litle as one day’s notice, allowing their output to serve
more lucrative markets. Since the installed capacity resources are important in evaluating
and maintaining reliability levels, PJM is considering what approaches might be used to
address this issue. An alternative to the reserve obligation would be to implement a market-
based adequacy model. In this environment, a market that relies on price signals must also
be designed with adequate safeguards in place o ensure that should there be a conflict
between market price signals and system adequacy, that the reliability issues should not be
jeopardized.

3.4.2 New York State

The New York State Reliability Council (NYSRC) was formed in 1997 to promote and
preserve the reliability of electric service. The NYSRC is responsible for developing and
updating reliability rules that shall be complied with by the New York Independent System
Operator (NY ISQ) and all entities engaged in electric power transactions in the New York
State power system.

The NYSRC reliability rules as used in the December 2003 report on installed capacity
requirement for 2004-2005 indicates that adequate resource capacity shall exist such that

...the probability of disconnecting firm load due to a resource deficiency will be, on the
average, not more that once in ten (10 ) years.” This NYSRC reliability rule is consistent with
the Northeast Power Coordination Council (NPCC) resource adequacy standard. In this
NYSRC report, the installed reserve margin for the New York Control Area (NYCA) has been
set at 18% of forecasted peak load, based upon study resuits structured to ensure that the
LOLE re[;ablllty criteria of 1 day in 10 years is met. In addition, LSEs are requxred to acqulre
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“Resources will be planned and installed in such a manner that, affer due allowance
for the factors enumerated below, the probability of disconnecting non-interruptible
customers due to resource defic;ency, an average, will be no more than once in ten
years.

a) The possibility that load forecasts may be exceeded due fo weather
variations.

b) Immature and mature equivalent forced outage rates appropriate for
generating units of various sizes and types, mcogmzmg partial and full
outages.

¢) Seasonal adjustrent of rescurce capabifity.
d) Proper maintenance requirements.
e} Available operating procedures.

) The reliability benefits of interconnections with systems that are not NEPOOL
Participants. :

g} Such other factors as may from fime-fo-time be appropriate.”

As documented in a recently completed report on the NEPCOL installed capacity
requirement for the 2004-2005 power year, the system operator, iSO New England (1ISO-
NE), is required to calculate the total installed capacity that must be available to meet
projected daily loads and meet the annual LOLE reliability criterion of 1 day in 10 years. This
is the capacity that must be purchased from the capacity market. The procedure utilizes
current forced outage rates, maintenance schedules, and incorporates seasonal capacity
changes as well as the benefits of ties to Canada and New York.

in using market prices to support a capacity market, ISO-NE has observed that the instalied
capacity market as currently structured may not provide sufficient capacity when needed.
The market structure has not produced sufficient revenue for some of the regional generator
owners who have had to tum over assets to lenders or file for bankruptcy. In addition, some
of the new generation has been installed where transmission constraints limit the ability to
deliver power where needed. This situation has resulted from both inadequate locational
price signals and changes in the FERC minimum inferconnection standards. As a result,
ISO-NE is considering a Iocataon-based installed capacity market to address deficiencies in
the existing capacity market.

3.44 Florida

Most of the members of the Florida Reliability Coordinating Council (FRCC) use a
deterministic reliability criterion, namely reserve margin. As part of its overall assessment of
resource adequacy, FRCC determines reserve margins for both summer and winter, based
on system conditions expected at the time of the system peaks for each season. In their
calculations of reserve margin, non-firm demand resources (interruptible loads and load
management programs} plus supply side resources are compared 1o firm peak demand.
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Progress Energy Florida and Florida Power & Light Company also use LOLE, with a criterion
of 0.1 days per year. Effective in 2004, these two utilities and Tampa Electric Company have
raised the reserve margin criterion from 15 to 20%. In additon, Seminole Electric
Cooperative uses two reliability criteria, a 15% reserve margin and a 1% EUE.

3.4.5 Western Electricity Coordinating Council

The Westem Electricity Coordinating Council (WECC) is the largest reliability council in the
U.S. in geographical terms, covering essentially all of the western 13 contiguous states plus
two Canadian provinces. While reliability criteria are prescribed by many states and regional
reliability councils, neither the WECC nor the state of Washington specify an adequacy
standard for resource planning. In its 2003 integrated resource plan, Puget Sound Energy,
inc. (PSE) indicated that it considered a range of planning ievels for meeting both energy and
capacity. With a substantial portion of their existing energy resources based on hydro
generation, their planning process needs fo consider economic evaluation of both the
constraints during prolonged drought periods as well as periods of above average
precipitation. if PSE focused only on capacity margin or LOLP, this would likely result in a
shortage of energy during low water periods even though there was sufficient installed hydro
generating capacity. ' '

In their planning process and IRP analysis, PSE has considered the economic tradeoffs and
risks by considering a number of planning levels. In addition, their analysis reflected the need
to evaluate resource options from both a capacity and energy perspective.

In contrast, Xcel Energy Inc. (Xcel) had historically utilized WECC Power Supply Design
Criteria No. 1 to establish the level of planning reserves for its system. Those criteria
indicated that the needed reserve margin was equal to the largest risk (generating unit) plus 5
percent of load. Subsequent to Xcel's 1999 IRP filing, a reserve margin was determined and
stipulated to by the Colorado Public Utility Commission that would equate to a LOLE of 1 day
in 10 years. In this stipulation, a reserve margin of 13% to 17% was deemed appropriate,
with the range designed to take info account load forecast uncertainty and resource
development risks. These factors had not been reflected in the analysis to develop a basic
reserve margin that would produce the target LOLE of 1 day in 10 vears. In its 2004 IRP
filing, Xcel has further refined its analysis of the reserve margin necessary to maintain the
target LOLE and determined the appropriate vaiue to be in the 16% to 17% range and is
using this as the basis for identifying resource needs.

3.4.6 Australia

With the establishment of a national market, the National Electricity Code Administrator
established the Reliability Panel to determine the appropriate reliability standards. The
current structure of this market is an energy-only market. it appears the market has been
successful to date, including the development of new investment in generating facilities, At
the same time, the reserve trader arrangements that consider reliability levels have been
continued as a backstop in the event that future market responses have the potential to
reduce power system reliability.

With these standards, the National Electricity Market Management Company could intervene
in the market to contract for additional resources to ensure an adequate reliability of supply in
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the event that there was a failure of the market to meet customer expectations. In this
market, the reliability standard has been based upon unserved energy rather than capacity
shortage expressed in either reserve margins or LOLE. Their rationale behind this approach
is that the reliability standards in a market environment should be focused more towards
individual customer reliability. While LOLE measures the number of days (or hours) of load
shedding, it does not reflect the magnitude or duration of the deficiency. In contrast,
unserved energy indicates the amount of overall customer energy requirements that would
not be met over a period of time.

3.47 Ireland

Ireland has been moving to a fully competitive market and there have been concems related
to whether there would be sufficient generation added to meet demand under changing
market structures. As a resuft, the Transmission System Operator Irefand (TSO!) is required
to analyze and prepare a generation adequacy report covering the upcoming 7-year period.
The reliability standard is 8 hours loss of load per year as indicated in the latest report,
covering the 2004-2010 period. This means that in 8 hours during each year, the available
capacity is expected to be less than unrestricted demand. The LOLE calculations used by
TS8OI do not refilect emergency operational procedures that are used to avoid loss of firm
load, such as importing extra power from Northem ireland or interruptible load shedding. The
peak demand estimated for the winter 2004 season is 4,468 MW with available generation of
5,802 MW. Their system is relatively isolated, with ties to Northem Ireland capable of
delivering about 300 MW in emergencies and contractually providing 167 MW under curmrent
normal conditions.

3.4.8 lIsrael

The utility in Israel, the Israel Electric Corporation (IEC), is a vertically integrated utility owned
by the govemment. In 2003, installed capacity of 10,117 MW was available to meet the peak
demand of 8,570 MW for an 18.1% reserve margin. With no ties fo other countries, IEC's
reliability criterion is indicative of the desire to have a reliable supply-side system, with a
planning criterion of 2.0 hours per year, with long term intention to increase reliabifity by
reducing the LOLE criterion to 0.7 hours per year.

3.49 ltaly

The Halian power industry has been gradually restructuring since 1999. Prior to that time,
ENEL, the utifity that had the responsibility to maintain supply resources, used a ratio of
Expected Energy Not Supplied to Demand with the criteria set at 10°. Since 1999, several
approaches have been taken fo provide incentives for maintaining adequate capacity,
including a reserve margin payment and an operational reserve. The issue of resource
adequacy appears to have played an important role in the nation-wide blackout in the fall of
2003. The European Union (EU) Commission is also concerned with security of supply and
the adequacy margin of each generating system. The EU Commission issued a proposal
late in 2003 that, among other things, required member states to have a published approach
for ensuring a balance between supply and demand including targets for reserve generation

capacity.
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3.4.10 Puerto Rico

The Puerto Rico Electric Power Authority {Authority) is a govemment owned utility providing
service o the entire island. At the present time there is no pressure for deregulation.
Currently the Authority has 5,350 MW of resources to meet a peak load of 3,376 MW,
yielding a reserve margin of nearly 59%. Of the Authority-owned generating facilities, there
are four units with net capacity over 400 MW each, which in total supplied about 51% of the
2003 system peak. in addition, there are two cogeneration facilities, a coal-fired plant with
about 450 MW net capability and a 507 MW net combined cycle plant. In recent years the
Authority has made significant capital expenditures to improve reliability of its existing
generating faciliies. Ten years ago, the equivalent availability ratio was about 60%; with the
recent improvements, it is now approaching 80%. Due to its isolated service area and
minimal seasonal demand variations coupled with generating units that are large compared
to system load, the Authority needs a large reserve margin to maintain reliability. The
Authority's curmrent target reserve margin is 45%, down from the 70% maintained in the eary
1990s when there were more frequent forced outages.

3.4.11 Thailand

The Electricity Generating Authority of Thailand (EGAT) is the principal owner of generation
and provides power to two distribution utilities and a number of large industrial sites. This
government-owned utility had used reserve margin of 25-30%, but given the prolonged
decline in economic activity, there are indications that this may have been reduced to 15%.
Total generation in Thailand is over 21,000 MW and the fransmission system has limited
interconnections with neighboring countries. While there have been attempts by the
government to privatize portions of EGAT, those attempts have been met with significant
resistance.

3.4.12 Korea

As the Korean govemment has moved towards wholesale competition, the generation sector
was removed from state-owned Korea Electric Power Corporation (KEPCO), which owned
most of the generation, and divided into six generation subsidiaries. Shortly thereafter, the
govemment prepared a study for an electricity resource baseline plan. In the resuiting report
prepared in 2002, the electric resource requirements for the 2002 — 2015 period were
determined. These requirements were based on a LOLE of 0.5 days/year with an associated
capacity reserve margin of 15-17%. Generation in South Korea currently totals about 56,000
MW. Demand for electricity over the past 30 years has increased at an average rate of about
12% per year, well over the 6.8% average annual growth in real GDP during the same
period. Electric rates have risen minimally compared to the overall consumer price index and
have contributed to the industrial competitiveness of Korea.

3.4.13 Singapore

The electricity wholesale market started operations in 2003, following years of transition from
a vertically integrated govemment utility. The Energy Market Authority (EMA) replaced the
Public Utilities Board in reguiating the electric industry. In its role, the EMA uses a reserve
margin for assessing generation adequacy, comparing the projected margins against a 30%
target index. '
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Operating reserves are determined by the power system operator (PSO), and are classified
as either primary, secondary, and contingency, where response time is either 8 seconds, 30
seconds, or 10 minutes, respectively. The PSO will determine the reserve capacity needed,
recognizing the need to consider the unexpected outage of a scheduled plant.

3.414 Jamaica

The total capacity of the generating resources on the island of Jamaica that was available to
meet the 589 MW peak load in 2003 was 766 MW. These generating faciiities include 16
small steam, diesel, and combustion turbine units (the largest of which has a nameplate
capacity of 68.5 MW), 23 MW of hydro generation, 4 independent power producer (IPP)
contracts and one 120-MW combined cycle plant. Generation expansion requirements are
established within the guidelines of the mandated level of reliability to customers as stipulated
by Jamaica Public Service’s (JPS’s) operating license. The reliability criterion for capacity
planning purposes is measured as LOLP. Given the current system resource configuration,
the 0.55% LOLP criteria will allow the two largest units to be out of service (one on nomal
maintenance and the second tripped off). For JPS, the reliability requirement will result in a
reserve margin of about 25%.

3.4.15 United Kingdom
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high voltage transmission system in England and Wales and is responsible for balancing
supply with demand 24 hours a day. As part of their transmission license, NGC produces a
seven-year forward looking statement that presents expected changes in the transmission
system, projected loads and expected generating capacity. Within the competitive electricity
supply industry in England and Wales, there is no set standard or requirement for planning
margin, with the need for new resources determined by market forces. However, as part of
the seven-year statement, NGC does determine a calculated reserve margin and compares it
to a “notational” 20% reserve margin level that should be reasonable for discussion and
presentation purposes. This is lower than the 24% that the Central Electricity Generating
Board (CEGB) had previously been using as their capacity planning reserve margin.

NGC also has an operational planning margin requirement, whose purpose is a short term
safety margin. This operational margin represents the amount of extra generation that must
be available above the projected demand to meet a LOLE of one occasion per year.

3.4.16 Nordel
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estimated national demand plus additional capacity to offset the potential failures of
production plants and transmission lines.

The current posture of Nordel is that the market should provide a credibie price for electricity
and thus the necessary signal for proper decision making by the market participants. The
market prices should not be influenced or capped by any intervention that harms the market-
oriented approach, even when prices are high. Adequacy should be provided by the market
participants so_that supolv will meet demand _and_new facilities will be built_hv the market

participants when it is needed. From this perspective, the TSO's responsibility should be
limited to the operational hour and necessary operational reserves.

Nordel's position is that if society loses confidence in the participants’ ability to provide
adequacy, there will be a push towards centralized control and actions. The end result of this
could be to create uncertainty among the market participants and potentially have a negative
impact on the incentive to invest in new resources,

3.4.17 South Africa

South Africa is in the process of restructuring its electric supply industry, moving from a
vertically integrated industry dominated by Eskom, the govemment-owned utility, to an
unbundled supply industry with competition in the generation sector. The National Energy
Regulator (NER} is the regulatory authority over the electricity supply industry in South Africa.

The NER recently completed a study for the National integrated Resource Plan (IRP). The
focus of this IRP was to optimize the supply-side and demand-side resource mix while
ensuring a reliable electric supply and minimizing the cost of power to consumers. The intent
of this effort by the NER is to provide an independent source of information and reference for
the various decision-makers and stakeholders in order to help insure security of supply. The
resulting reference plan presented in the IRP reflects two constraints, a 10% reserve margin,
and a maximum EUE of 0.011% of total annual energy demand, based upon Eskom’s LOLE
criteria of 22 hours per year. '

3.5 Discussion

Within the ten reliability councils of the U.S., four of the councils, MAAC, East Central Area
Reliability Coordination Agreement (ECAR), Mid-America Interconnected Network (MAIN),
and Northeast Power Coordinating Council (NPCC), use LOLE as their stated planning
criteria and indicate that the standard is 1 day in 10 years (or its equivalent). While Electric
Reliability Council of Texas (ERCOT), Mid-Continent Area Power Pool (MAPP) and
Southwest Power Pool (SPP) use a reserve margin as their stated reliability criteria, they
periodically use probability analyses to evaluate if changing conditions would require a
revision to that deterministic criterion. This analytical process is generally structured to
establish that the values used as the benchmark reserve margin would provide for a LOLE
that was equivalent to 1 day in 10 years.

There are no specific criteria that have been prescribed by the WECC. In part, this
recognizes the wide diversity of resources throughout the region. With the large dependence
upon hydro power in the northwest and large coal plants in other states in the western U.S.,
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the various utilities in the WECC have established their individual criteria appropriate for their
situation that are designed to maintain reliability.

In the eastem U.S. where the wholesale markets are competitive, the general thrust has been
to require the LSEs to have or purchase sufficient capacity from the market to maintain a
reserve margin that would functionally sustain a LOLE of 1 day in 10 years. Specifically, the
Midwest ISO (MISO) uses the 1 day in 10 years LOLE {farget to establish reserve margins for
individual LSEs. The MISO approach considers the resources within each of the LSEs in
setting the different reserve margins. In contrast, the PJM market currently uses the same
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NPCC), each LSE is required to maintain a reserve margin caiculated from a study to ensure
that the LOLE reliability criteria of 1 day in 10 years is met.

As the wholesale markets in more regions of the U.S. become more competitive, the
application of reliability criteria for long range planning will tend to become more difficult. ina
competitive environment, there will be less sharing of data including the addition of new
facilities and the refirement or mothballing of older units. This will introduce additional risk into
the process since there will be less certainty as to the resources that will be available to meet
future loads. As a result, there will be- a shift to shorter-term planning perspectives, with the
focus limited to perhaps three years into the future. With the general trend to requiring load
serving entities to acquire sufficient reserves, there will likely be an increasing reliance on
resources that can be developed quickly. The current emphasis on combined cycle units and
combustion turbines with their short construction period gives the LSEs flexibility in
responding o the dynamic marketplace with its changing and competitive aspects.

Iin summary, the industry standard for refiability criterion for the U.S. mainiand has remained
as a LOLE of 1 day in 10 years, even as the electric industry has transitioned from a vertically
integrated and regulated environment to a competitive wholesale market. With the planning
or evaluation horizon shortened due to reduced free sharing of data and other competitive
factors, and the complexity associated with LOLE or other probabilistic methods, reserve
margins will find increasing reference, as they are easy to understand and can be readily
calculated. However, in the background, the probabilistic procedures will continue o be
performed and used as the underpinning of the appropriate reserve margin.

The planning criteria for other countries were also reviewed. The resuits of this process are
summarized in Tabie 1.
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TABLE 1
Comparison of Generation Planning Criteria
Country Organization Criteria Lised . TargetIndex | Comment
Australia Nationai Electricity Code Unserved Energy . 0.002% annual energy
Administrator :
Lhina | China BlecticPower institite = Reserve Margin - - >20% [
Engand  NGC _ReseveMagin | 20% | Relablityassessment
{LOLE 1 occasionfyear . Operational Planning
1 India Central Electricity Authority LOLP 1%
fretand TSO Iretand . LOLE 8 hoursfyear
istael EC . LOLE © 2.0 hoursiyear Through 2010
| 0.7 hoursiyear Afer 2011
ifaly ENEL EUE 10° | Pre1999 industry reform
Jamaica JPS LoLp 0.55% . Equivalent LOLE is 48
! hoursfyear
Korea KERJ LOLE 0.5 days/year | Reserve Margin of 15-17%
Malaysia TNB LOLE . 1 dayiysar
Puerto Rico Puerio Rico Elecric Power  : Resarve Margin 45%
Authority :
Saudi Arabia | SCECO East and West P LOLE 0.2 days/year i :
, Singapore Energy Market Authority ~ © Reserve Margin 30% . Reliablity assessment
South Afica | Eskom . LOLE 22 hourslyear '
UAE Sharjah Electric Company | LOLE 5 hoursiyear Reserve margin of 20%
us | MAAC LOLE 1 day/10 years
ECAR LOLE 1 day/10 years
ERCOT Reserve Margin 15% |
 FRCC .. ... . ReseveMamin | 135-22%  Varesbyutlty
MAIN | LOLE 0.1 daysiysar ‘
MAPP Reserve Margin 15%
NPCC LOLE 1 dayH0 years

- -
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general approach that would support the development of additional resources. This process
involves the requirement that load serving entities procure sufficient capacity to meet both
their peak load and a pre-determined reserve margin. Those LSEs that fail to procure
adequate capacity from the market would be subject to a penalty.

Other approaches that are more mamet-based focus on (1) ensunng that the spot market

e o - sl —

1

higher, (2) including an energy-only market that involves demand bidding and forward
markets, and (3) setling rational price caps when the market can't. From pure economic
. theory, the inclusion of price caps represents an unpredictable intrusion into the market
environment such that the economic demand and supply curves are distorted. Various
aspects of these approaches have been fried in Califomia as well as in Argentina and
Australia.

The Nordel approach is to iet the market price be unconstrained and allow the price rise to
whatever level is necessary to balance supply and demand. In this environment, during
periods of short supply, those facilities with available capacity can benefit from the capacity
shortfali and potentially cover their fixed costs. Developers can respond to these predictable
situations and make rational decisions on operation and expansion. If the prices that they
can charge are limited or subject to unpredictable capping, this incertainty will dampen their
participation in the market. In one recent resource constraint in the Nordel market, prices
jumped dramatically. From the economic sense, the market response was appropriate.
However, there were numerous complaints on the price spikes, which may signal that there
could be poiitical pressure to constrain future price jumps.

As long as the wholesaie power markets remain incomplete and imperfectly competitive as
they are in most of the U.S., there are some advantages to continuing with installed capacity
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4.1 Loss of Largest Unit

The first rule used by HECO in evaluating the adequacy of existing resources is whether
there is sufficient capacity without the largest unit to meet the system peak load including
transmission and distribution system losses. The AES Barber Point facility is currently the
largest generating resource on Oahu and has a net capability of 180 MW. This facility
represents about 14 percent of the 2003 annual system peak of 1,284 MW. Total generating
resources available to HECO in 2003 provided about 1,615 MW, as shown in the following
table, and resuited in a reserve margin of 25.8% assuming no interruptible loads.

TABLE 2
HECO Resources
Net Capacity

Unit (M)

Honolutu 8 528
Honolulu © 54.4
Waiau 3 482
Walau 4 46.4
Waiau 5 5486
Waiau 6 556
Walau 7 881
Waiau 8 88.1
Waiau & 51.9
Waiau 10 468
Kahe 1 882
Kahe 2 863
Kahs 3 882
Kahe 4 892
Kahe 5 134.7
Kahe6 133.9
HPOWER 460
KPLP CT-1 90.0
KPLP CT-2 0.0
AES 1800

Total 16146

Using the methodology of the first rule, and assuming for this discussion that relay-controlled
interruptible load is zero, HECO had 1,435 MW of generating resources (excluding AES, the
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laraest unit 2 oeak load of 1284 MW in 2003 indiratino that the crifering was

satisfied at least during the peak period.

if the largest unit was 340 MW (rather than 180 MW) and all of the generating resources still
provided the same total net capacity of 1,615 MW, the loss of that largest unit during the peak
period would have resuited in a capacity deficiency of about 10 MW. This rule has the effect
of discouraging the installation of a single large generating unit (relative to the existing
resources) that would serve a significant portion of HECO's system load.

- in the months when peak demand is a little lower, maintenance is generally scheduled for ali
of the units. During February 2003, when the peak demand was 1,141 MW, if Kahe 5 or
Kahe 6 were on scheduled maintenance and the AES unit failed, HECO would still have had
1,300 MW available to serve the peak load.

in applying the rule during lighter load months like February, the total available capacity would
likely be reduced by units that are out for maintenance. This criterion can be readily used to
determine the maximum capacity that can be scheduled out for maintenance at any point in
time while allowing for the unscheduled outage of the largest available unit. Given the
relatively constant monthly peak loads throughout the year, the use of this. criterion on a
monthly basis with the maintenance schedule will help to assure that ﬁ'}ere is sufficient
capacity available to meet the expected peak loads.

During system emergencies where system frequency is starting to drop due to a mismatch
between generation and load, there may be minimal time for system operators to respond to
the situation. While all interruptible loads can be dropped, there may be significant delays
between the time that a capacity shortfall is identified, notification to interruptible customers is
made, and action is taken. For load disconnection to be effective in sudden system
emergencies, only those interruptible loads that can be automatically disconnected can
provide an immediate benefit to system stability. The use of underdrequency relays to
disconnect these interruptible ioads should result in immediate benefit to the system by
reducing the load versus supply imbalance. Therefore, HECO's recognition of specific
interruptible loads in evaluating resource adequacy is appropriate.

Of the utilities, reliability bodies and regulatory authorities surveyed, there was no mention of
the loss of the largest unit as a specific criterion. In most cases, the utilities or regions in
question have a much larger peak demand compared to the largest generating unit. Thus
this reliability index would not be a limiting factor for them from the reliability perspective.
Even in Jamaica, where the system load is less than HECO’s, the largest unit represents only
11.6% of the peak load. With their criterion of 0.55% LOLP, JPS acknowledged that this will
require sufficient capacity to be mstalled to allow the loss of the largest unit when the second
largest is out for maintenance.

While this criterion does not refiect the relative reliabilities of the generating units in the
system to indicate system security, it does indicate when the supply resources are not
adequate to meet load under reasonably predictable circumstances.

4.2 Operational Criteria

The second nule requires that most of the generation from the most heavily loaded unit be
abie to be picked up within a 3 second period by all of the other operating resources. This
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rule is directed towards the operating procedures of HECO to minimize the loss of load due to
a forced outage of an operating generator.

The issue of maintaining sufficient operating reserves and maintaining sufficient capacity
reserves are closely related. Operating reserves are the first line of defense against major
generation outages. Operating reserves are provided by generating units that can readily
increase their output o restore balance to the system after a contingency such as the loss of
a generator.

A mismatch between generation and load resulls in frequency deviation. To maintain
nominal frequency and respond to sudden changes in supply or load, there needs to be
sufficient generating capacity operating and available to meet those additional needs. The
amounts of these reserves are related to the systern’s characteristics and frequency deviation
limitations.

The specific parameters of this operational criterion are a function of the behavior of the
system and the nature and capability of any interconnected utilities. While quick response
reserves for some utilifies or TSOs may be the capacity available & or 10 seconds after a
system disturbance, the resources available to provide that reserve would be spread
throughout the interconnected system. The review of the specific parameters, which are
particular to the HECO environment, are beyond the scope of this review,

43 LOLP

HECO's reliability guideline is curvently at 4.5 years for one day loss of load. While the
mainland U.S. has a higher level of reliability at 10 years for one day loss of load, a number of
the island utilities that were reviewed indicate lower reliability levels in terms of LOLE. The
National Grid Company which controls about 70 GW of generation in the competitive market
of the United Kingdom uses a 1 occasion per year LOLE. Ireland's electric system, which
has a peak demand about 4 times that of HECO, has a LOLE reliability standard of 8 hours
per year. If this were calculated in terms of days per year, the equivalent LOLE vaiue would
be about 1.5 days per year. Both England and ireland have established industry that is
dependent on electric power for their economic viability. At the same time, these countries
have transitioned to a competitive power supply sector, and, in the case of Ireland, do not
recognize the benefit of interruptible load in this calculation.

In certain regards, the island of Jamaica is more comparable with HECO, both in terms of
size and regulatory environment. Jamaica's reliability criterion of 0.55% LOLP is equivalent
to 48 hours per year. As a result, without considering interruptible loads or load management
benefits, the planning process for capacity planning for the electric supply system on Jamaica
would appear to result in a system that would be less reliable than HECO's. In part, the lower
level of reliability reflects the lower level of economic activity on Jamaica with the associated
inability or unwillingness to pay for additional generating resources to improve reserve
margins.

As previously discussed, the setting of a target LOLE should be based upon or recognize the
cost of increasing capacity to improve reliability against the costs associated with interruption
of service. In heavily developed countries with significant industrial load that is dependent on
reliable service, the cost of interruptions is likely to be high. These costs include those
expenses associated with lost production or the inability fo serve customers, inconvenience,

Shaw Power Technoiogies, Inc. 4.3
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and societal costs like civil disorder. Adding resources to increase system reliability will
increase electric costs that will be offset by reduced interruption costs. In contrast, in less
developed countries with lower industrial activity and lower dependence on electricity for
normal activities, there would be a much lower level of costs associated with interruption of
electric service. Thus the difference in LOLE criterion levels between Jamaica and the
United Kingdom or lreland is reasonable.

After consideration of the sizes of the generating units relative to the demand levels, the next
most critical factor influencing the LOLE calculation is the reliability levels of the varous
generating units. A system where the equivalent forced outage rates are over 20 percent
(this excludes normal scheduled maintenance) for the large units will generally have a high
LOLE value unless large reserve margins exist. In Puerto Rico, the equivalent availability for
the generating resources in the 19980s had been about 60%,; this means that each generating
unit was out of service an average of 40% of the year due to forced outages or planned
maintenance. While the LOLE values are not available, the utility recognized that a large
reserve margin was necessary to maintain reliability and thus had a target reserve margin of
70%. Recently, as the resuits of significant increases in maintenance at its power plants
have been realized through improving generating unit availability, the utility has been able to
reduce the target reserve margin to about 45%. In contrast, based on the observed forced
outage data for the past 10-years by unit type, HECO's equivalent forced outage rates are
under 10% for most units, and for many of its larger units are under 2%. The benefit of these
low failure rates is a high likelihood that the generating units will be available when needed.
Thus, for a given LOLE level, a lower reserve margin will be appropriate for HECO compared
to systems where generating units are less reliable.

While not an island, Israel's electric system is essentially isolated from the neighboring
countries. Its current planning criterion is 2 hours per year LOLE, which is roughly equivalent
{0 1 day in 3 years. Israel's iong term objective for capacity planning is to increase the level
of reliability to 0.7 hours per year, equivalent to about 1 day in 10 years. Their goal to
increase the criteria level over the next several years will improve their security of supply and
also will raise costs associated with the increasing generating capacity requirements. The
existing electric system in Korea is also isolated and their planning process uses a 0.5 days
per year or 1 day in 2 years criterion. Since the growth rate of electric demand has been high
and the Korean govemment has been focused on maintaining low energy costs to enhance
its competitive position, the reliability criteria has been maintained at a lower level than other
heavily industrialized nations. While both of these are developed countries with security and
industrial activity that place a value on the reliability of supply, there is recognition that there
are tradeoffs that have been explicitly or implicitly accepted in terms of cost and reliability.

In reviewing the LOLE reliability criterion indicated for other developed countries like UAE and
Malaysia, the criterion is for a 1 day per year LOLE. In contrast, in less developed countries
where electric service is not available throughout the country, the planning criterion reflects a
LOLE of over 4 days per year.

4.4 Rationale for HECO’s Reliability Guideline

The interconnected nature of the mainland U.S. utilities provides benefits in terms of reserve
margins that must be maintained by any utility or ISO. Historically, the reliability criteria that
have generally been used for the mainland utilities are based on a LOLE of 1 day in 10 years.
Some of the reliability councils are indicating reserve margins as their planning criteria, but

Shaw Power Technologies, Inc. 4.4
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acknowledge that the reserve levels should be adequate to provide a 1 day in 10 year LOLE
level. As some supply markets, such as PJM, MISQ, NE-ISO, and NY IS0, have moved to a
competitive environment, the maintenance of supply reliability has been passed onto LSEs in
the form of reserve margins that have been developed based on the LOLE criterion of 1 day
in 10 years,

The Eastern interconnected system in the U.S. has been planned using either directly or
indirectly a LOLE of 1 day in 10 years. This standard was developed over time in a process
that considered the consumers’ costs of increasing reliability and the costs that interruption of
service would cause. It can be argued that individual utilities would have different interruption
costs, reflecting their industrial customers’ needs, level of local economic activity, and other
reiated factors. I this process was used and each individual utility was aliowed to set its own
LOLE criteria, then neighboring utiliies could end up with significantly different reserve
margins. The net result of this would be much greater dependence on neighboring utiities for
systems with minimal reserves encountering the loss of a generator. With the interconnected
nature of the system, this would result in uncompensated and unplanned sharing of other
parties’ resources; depending upon the state of the system it could also result in failures in
adjacent systems or potentially cascadlng system failure. To ensure faimess and equrtabte
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power relative to available income, the need for basic necessities, and the way of life would
all constrain the amount that consumers would pay for increasing reliability above any
nominal ievel. Without rigorous calculations, the planning process with such low level of
reliability would be similar to adding new generation when the load was greater than the
installed capacity.

in developed countries with relatively isolated systems where security issues are important,
economic activity is dependent on electricity and the standard of living is relatively high, the
LOLE levels range from 1.0 to 5.0 years per one day loss of load. Saudi Arabia with
relatively high income is at the more reliable end, with Korea and Israel in the mid range at
2.0 to 3.0 years per day, and the lower end including UAE and lreland. As a state-owned
utility, the pianning criteria for Israel's utility in the near term may be guided by other
govemment financial issues, since the long range criteria is for a much higher reliability level.
The Irish and Korean reliability levels may reflect the nature of the country where heavy
industrial reguirements are somewhat offset by significant population in rural areas with a
lower dependence on reliability of electric power. Oahu can be considered to be urbanized
with greater dependence on electricity than ireland or UAE. From this perspective, the
reliability guideline used by HECO of 4.5 years per day is reasonable.

For a system that has a low load factor, the utility can strive to mike all its capacity resources
available during short peak period and easily perform preventative maintenance during the
off-peak periods. In contrast, utilities with a high annual ioad factor, such as HECO's 2003
level of 73.4%, and small fluctuations in monthly peak demands can't concentrate all their
maintenance to off-peak periods but must spread it throughout the year. With the relatively
constant load levels, the probability of not meeting load on each day of the year would be
comparable, whereas a system with a needle-peak would find most of the risk clustered
around the peak with almost no chance of failure during the remainder of the year. Thus, as
the reserve margin for HECO gets smaller, there is a more constant risk of failure throughout
the year. Additionally, the effect of the lower reserve margin is an exponential increase in the
LOLP value. In order to have the equivalent level of reliability on the system peak day for a
high and low load factor utility, the high load factor utility would have to maintain a more
refiable system in terms of calculated LOLE per year. Thus HECO's 4.5 years per day
guideline is not unreasonable when compared to the other relatively isolated developed
countries.

In the 1960's, HECO had undertaken studies to review its planning criteria. These studies
recommended increasing the system reliability to a 7 to 10 year range for one day loss of
load. The effect of implementing this recommendation would result in the need for additional
resources above current plans. In the absence of a recent detailed study to evaluate total
costs at varying reliability levels, it would be difficult to recornmend that the cument reliabifity
guideline be changed. If island security costs increase significantly as a result of a less
reliable power supply system, then a more in-depth review of the reliability guideline may be
justifiable.

4.5 Other Criteria

While none of the surveyed organizations made reference to reliance on interconnections
with other utilities, this approach is not appropriate for Hawaii. The expected unserved
energy method recognizes the same factors as the LOLFP method and also considers the
amount of load that will be shed, but is a less utilized approach. While unserved energy does

Shaw Power Technologies, Inc. 4-6
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provide useful information and can be used in the IRP process to reflect dependence on
other utiliies or compare predicted unserved energy between resource portfolios, its use as a
reliability measure has not been widely adopted.

Shaw Power Technologies, inc. 4.7
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Conclusions

The three elements of the current planning criteria used by HECO reflect its operating
environment on Oahu. The first rule is designed to ensure adequate supply in the event of a
reasonably foreseeable event, the loss of the largest generator. Similarly, the second rule is
intended to ensure that the remaining generators can quickly supply the lost generation
without severe system imbalance, loss of system frequency, system separation and system
collapse. Both are appropriate elements that are needed fo ensure that the supply side is
adequate to meet the system’s needs. -

The current reliability guideline of 4.5 years fo experience one loss of load day is reasonable
for both a regulated vertically integrated utility on Oahu and for a competitive environment
should one evolve. While the criterion is less stringent than U.S. mainland, it is higher than
most of the surveyed systems outside the U.S. The LOLE level appropriate for HECO should
be based on the local situation, considering its operating environment with high load factor
balanced by the costs of improving reliability with more resources.

While the reliability criterion is iower than the mainland U.S., it compares favorably with
utilities and regulatory bodies internationally.

Shaw Power Technologies, inc. 51
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a. Has HECO made commitments to any government leaders or agencies to preserve system
reliability at or above the 7.0 years per day standard?

b. If the response to part (a) is in the affirmative, please identify:

1. each such government leader (by office) or agency to which such commitment was
made; and
1. provide the earliest known date on which each such commitment was made.

¢. Please provide copies of documents that support the response to part (b), above.

BECO Response:

a. No, HECO has not made such a “commitment”.
b. Not applicable.

c. Not applicable.
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The AOS 2005, at 3, states that “delays have resulted in reduced estimates of annual load
management program impacts....”

a. Could HECO have taken steps to accelerate the marketing and installation of the Residential
Direct Load Control, and Commercial and Industrial Load Control Programs? Please
explain.

b. Please explain why HECO did or did not take steps to accelerate the marketing and
installation of these “Load Management DSM Programs” (i.e., prior to March 10, 2005).

¢. Please provide all documents that address HECO decisions regarding the timing of
marketing and installing these “Load Management DSM Programs.”

HEC(O’s Response:

a.  Yes. HECO did take steps to accelerate the marketing and installation of the Residential
Direct Load Contro! (RDLC), and Commercial and Industrial Load Control (CIDLC)
Programs. Prior to the Commission’s approval of the RD1L.C and CIDLC Programs in
Docket Nos. 03-0166 and 03-0415, respectively, HECO had taken the following steps:

e Stipulated with the CA, on June 30 and July 15, 2004, for the RDLC and CIDLC
Programs respectively, to not recover direct labor, advertising, and miscellaneous costs
of the programs through the IRP Surcharge, but to instead request recovery of these
costs through base rates in the next (instant) rate case, HECO did this in order to
accelerate the approval of the two load management program applications. The
stipulation received PUC approval in October 2004. Under the stipulation HECO will
not recover a portion of incurred program costs until a Decision and Order is issued by
the PUC in this rate case.

¢ Issued a Request for Bid for RDLC program implementation on August 16 (see page 4)
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and selected the hardware vendor and program administrator on October 12 (pages 5 to
6). Contract award was not made until after the Commission’s approval of the RDLC
program on October 14, 2005.
In early October, developed a preliminary list of potential CIDLC program participants
based on: 1) the presence or absence of standby generators on premise, 2) standby

generator capacity, 3} expressed willingness to interrupt load, 4) the acceptable number

of hours and number of interruptions, and 5) acceptable time of day to interrupt.

HECQ’s efforts to accelerate the marketing and installation of the RDLC and CIDLC

Programs continued after the Commission’s approval:

Distributed 500 RDLC test direct mail pieces to residential customers in the
Kapolei/Makakilo/ Ewa Beach/Nanakuli areas on November 30, 2004, and an additional
600 pieces on December 3 (pages 7 to 11).

Conducted market research focus groups to determine the efficacy of the RDLC test
direct mail pieces on December 14 and 15 (pages 12 to 16).

Signed the RDLC contract on December 20 that combined the load control switch
nstaliation and administration of the program (pages 17 to 22).

Conducted RDLC load control switch installation training on January 25, 2005.

}‘ir‘-fgj he frst mailing of oearlv A ON0 dirert moil niscec 4 EEIB manmw)_

18, and installed the first (non-training related) RDLC switch on January 26, 2005.

Requested PUC approval to expand the eligibility criteria of the program to include

customers that are master metered on January 11, 2005,
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commercial customers began in October soon after the Commission’s approval on
October 19, 2004.

¢ Detailed CIDLC Program discussions with selected large customers by HECO’s
engineers in November 2004,

o Issued RFQ for CIDLC software and hardware, dated January 18, on January 20, pages
23 to 34.

o (Continued discussions and, if permitted by the customer, implementation of site
assessments and evaluations to determine the feasibility and extent of possible
curtailable loads at the customer’s premises.

o The first CIDLC Program contract was executed on May 9, 2005.

See response to part a. above.

HECO objects to providing “all documents that address HECO decisions regarding the

timing and marketing and installing these “Load Management DSM Programs” as such

request is overly broad and unduly burdensome to the extent that it requests “all” such

documents. Without waiving any objections, please see response to subpart a.
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August 16, 2004

Name
Company
Address 1
City, State Zip

Dear Name,

Enclosed you will find a Request for Bid (RFB) for equipment and services associated with
Hawaiian Electric Company’s (HECO) Residential Direct Load Control (RDLC) Program’s load
management system and an RFB for the implementation and installation of the load control
receivers. HECO will consider bids for either equipment only or implementation or both. Also
enclosed is a copy of HECO’s Consultant Services Master Agreement. If you intend to submit a
bid for the implementation of the program, please be aware you will be asked to sign and abide
by this agreement.

Please review the RFB, and if you wish to submit a bid, please do so by September 10, 2004.
Please include with your bid a listing and short description of key staff members. Also, please
provide a list of your company’s qualifications with your bid.

I look forward to hearing from you in the near future. I would appreciate it if you could confirm
your intentions to bid by August 27, 2004. If you have any questions regarding this RFB, please
contact Keith Block at (808) 543-4792.

Sincerely,

Alan Hee
Manager, Energy Services
Hawaiian Electric Company, Inc.

Enclosures:  System Specification for Load Management
Load Control Receiver Installation Specification
Consultant Services Master Agreement
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October 12, 2004
Alan K. C. Hee
Man

ageT
Enargy Services Department

Mr. Joel Cannon

Cannon Technologies, inc.

8301 Golden Valley Road, Suite 300
Golden Valley, MN 55427

Dear Mr. Cannon:

itis our pleasure to anounce that Hawaiian Electric Company, has selected Cannon
Technologies, Inc. as our supplier of load management equipment and software for our
Residential Direct Load Control (RDLC) Program. After reviewing proposais from
various vendors, we have decided to continue further negotiations with Cannon
Technaologies as the preferred contractor for this project.

This non-binding letter is our request for Cannon to work with Hawaiian Electric to
develop a detailed Statement of Work (SOW) for this project. It is our desire to
complete the SOW process by November 30, 2004, however, this SOW wiil be
contingent on a satisfactory Decision and Order (D&O) from the Hawaii Public Utilities
Commission (HPUC) approving the implementation of the RDLC Program. This letter is
our indication that we will work with Cannon on an exclusive basis until an agreeable
SOW is developed or until such time that Hawaiian Electric, at its sole option, notifies
Cannon that it has decided not to continue work towards a contract wittr Cannon.

It is understood that this letter merely constitutes a statement of Hawaiian Electric's
intentions with respect to the transactions contempiated hereby and does not contain all
matters upon which agreement must be reached in order for the transactions
contemplated hereby to be consummated and, therefore, that nothing herein contained
will constitute a legally binding agreement of Hawaiian Electric or Cannon Technologies
with respect to the potential transaction.

We look forward to working with you and your team. i you have any questions or
comments regarding the RDLC Program, please contact Keith Black at (808) 5434792,

Best regards,

Ronieyoq
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Qctober 12, 2004
Alan K. C. Hee

Manage:
Erergy Servces Departmant

Mr. Kevin McDonecugh
Honeywell DMC Services, L.L.C.
999 Broadway, Suite 300
Saugus, MA 01906

Dear Mr, McDonough:

it is our pleasure to anounce that Hawaiian Electric Company, has selected Honeywell
DMC Services as our implementation and installation services contractor for our
Residentiai Direct Load Control {(RDLC) Program. After reviewing proposals from
various vendors, we have decided to continue further negotiations with Honeyweli DMC
Services as the preferred contractor for this project.

This non-binding letter is our request for Honeywell DMC Services to work with
Hawaiian Electric to develop a detailed statement of work (SOW}) for this project. Itis
our desire to complete the SOW process by November 30, 2004, however, this SOW
will be contingent on a satisfactory Decision and Order (D&O) from the Hawaii Public
Utilities Commission {HPUC) approving the implementation of the RDLC Program. This
tettar is our indication that we will work with Honeywell DMC Services on an exclusive
basis until an agreeable SOW is developed or untii such time that Hawaiian Electric, at
its sole option, notifies Honeyweil DMC Services that it has decided not to continue
wark towards a contract with Honeywell DMC Services.

It is understood that this letter merely constitutes a statement of Hawaiian Electric's
intentions with respect to the transactions contemplated hereby and does not contain all
matters upon which agreement must be reached in order for the transactions
contemplated hereby to be consummated and, therefors, that nothing herein contained
will constitute a legally binding agreement of Hawaiian Electric or Honeywell DMC
Services with respect to the potential transaction.

We look forward to working with you and your team. If you have any questions or
comments regarding the RDLC Program, please contact Keith Block at (808) 543-4792.

Best regards,

Morbeges
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December 2, 2004

Wiiliam A. Bonnet = 2
Vice Frasident D - -}
Government and Communily Affairs o il —
v T3
- 1
‘The Honorable Chairman and Members of ...35 S ™ -
the Hawaii Public Utilities Commission KRR !
465 South King Street 2= o003
Kekuanaoa Building, 1st Floor =g
Honolulu, Hawaii 96813 o

Dear Commissioners:

Subject: Docket No. 03-0166
Residential Direct Load Control Program

In its response to the Consumer Advocate’s information request CA-IR-5, filed October 1,
2003, HECO stated it would provide the Commission and the Consumer Advocate with copies of
the direct mail pieces it planned to use to promote the Residential Direct Load Control (“RDLC™)

Program. Attached are copies of the two separate direct mail pieces used to test the response rate
from customers.

HECO mailed two separate direct mail pieces targeted to customers in the
Kapolei/Makakilo/Ewa Beach/Nanakuli areas. The first direct mail piece was distributed to 500
customers on November 30, 2004 offering three free compact fluorescent lamps (“CFLs"™) to
customers who signed up for the program by December 6, 2004. The second direct mail piece was
distributed to another 600 customers on December 3, 2004 without the offer of the free CFLs and 2
requested response by December 9, 2004. HECO intends to conduct focus groups with these
customers in order to refine its marketing program. Depending on the results of the focus groups,
the direct mail pieces may be modified. Customers who sign up for the RDLC Program through

these direct mail pieces will be enrolled in the program under the conditions stated in the card they
retum.

The cost of the CFLs distributed as part of the RDLC Program marketing effort will not be
recovered through the IRP Cost Recovery Provision, Residential Demand-Side Management
Adjustment, in accordance with Decision and Order No. 21415, dated October 14, 2004.
Furthermore, HECO will not claim lost margin recovery for these CFLs,

Sincerely,

ol (R S

Attachments

cc:  Division of Consumer Advocacy
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There may come a time in the near future that Oahu's businesses and residences will require more ¢lectricity than
Hawaiian Electric Company (HECO) can currently provide. You may bave read in the papers recently how we, as an
island of energy consumers hit a new high in electricity usage and came close ta exceeding the supply of electricity

that was avadable at the time. HECO is domng many things to ensure the hights stay on, but over

¢ can help

Here's one weay you can pitch in AND parn a bill crodit pach month on your electric il Install an Ene gy Scout for
your water heater. An Energy Scout is an intelhgent radio device that can emporaniy tum off your water heater
during a system emergency.

As aur istand economy grows, so does electriaty use. It's important {0 conserye energy and lite & good scout, be
prepared! We are focusing on water heaters because they can use up 1o 30% of the elociris ity i the home, Bosides
air conditioning, water heaters are the homp's largust energy users

in turn you'll receive a $3 ¢redit every month on your electric bill. Your participation will help us manage and
ensure there's enough power during system emergencies.

SIGN UP BY
DEC. & TO RECEIVE

3 FREE

COMPACT FLUORESCENT

LIGHT BULBS AND A
$3 MONTHLY
BILL CREDIT

HECC risterves the rigite a1 s sole discrwtion
10 Sankel, termunate, modify or suspend the
Energy Scoul Program,

FOR MORE
INFORMATIGN
if you have any questions,
please call 94-POWER

. We thank you for
making a difference for
a better energy future.

S

ENERGY

2OLUTIONS.

Hawatien Eleciric - Giving yoe the power

CONDITIONS:

Whe is eligible?
You are eligible if your home has an electric water heater with a capacity of at jeast 40 galions,
Hormes with sclar, heat pump, or gas water heaters are not eligible for the program.

How does the program work?

HECO will install a FREE Energy Scout near your water heater. In case of a system emergency, the
Energy Scout will sense the need 10 reduce energy use and may temporarily turn off the electricity to
your water heater. Most people will never notice when the Energy Scout is working. Even after your
water heater is turned off, you can still use the hot water already in your tank.

How long will my water heater be off?
When the Energy Scout is working, it is estimated that the power 10 your water heater would not
be interrupted for more than 1 hour at a time.

How do | save?

By participating in the program you'll earn §3 every month as a bill credit on your electric bill,
even if your water heater never gets turned off. Your bill credit begins with the first complete
billing period after your Erergy Scout is instalied.

How do | sign-up?

Fill out the postage paid application betow, tear it out, and drop it in the mail. And just for
signing up, you'll receive a gift box of 3 energy saving compact fluorescent light bulbs when
we install your Energy Scout.

Can | cancel?
You may cancel at any time without any penalty by cailing 94-POWER {947-6937),

DaytimepPh, __ = Evening ph. £-mail
Best time of day for contact: . Morming T Afterncon | Evening
Dayou [ owror [ remt the property at this address?

Do you have a 40 gailon or larger electric water heater? I yes |} no (selar and heat pumps are not eiigible}
g g ¥ pump

5 your water heater accessibie? yes [ no (circle all that apply} locked gate, enclosed garage, or dogs

Is your circuit breaker pane! accessibie? i ves [ no (crde all that apply} inside home, locked gate,

enciosed garage, or dogs

Sigrature of Customer Date
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energy future. HAWAILAN ELECTRIC COMPANY INC S—
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Hawaiian Eiectric Company, Inc.
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Team up your water heater
with an Energy Scout and
help Hawaii's energy future.

S
ENERGYSOLUTIONS.

FOR HAVIAL
Hawalian Elaciric » Givirg you the power
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There may come a time in the near futurethat Gahu'sbusinesses and residences will reguire mare electricity than
Hayvaiian Electric Company {HELO) can turrently Pediide ou may have read in the papers recently how we, as an
island of energy consumers hit a new high§n elettricity Usage and came close 1o exceeding the supply of electricity
that was available at the time HECO is fioing manythings to easure the fights stay on, but everyone can help,
Here's one way you tan pitch in AND earn a bill credit each month on your electnie bill install an Energy Scout for
your vaater heater. An Energy Scout isan intelligent radio gevice that can temporarily turn off your water heater
during a system emergency.

¥ ki
As our island economy grows, so toes electricity use. #t's important 1o tonserve encrgy and like a good scout, be
prepared! We are focusing onwater heatersbecauseYhey ran use up to 30% of the electric ity in the home. Besides
air conditioning, water heatersare tfﬁ:me's fargest pnetgy users.
o 3 e D

B o, ;
i 3 :-’w % <. L . .
i turn you'll receive 8% 3 tredit Buery ¥nonih o0 your glectric bill. Your participation will help us manage and
ensure there's encugh power during $ystem emergencies,

R T LS

CONDITIONS:

Who is eligibie?

SIGN UP BYDEC. 9 You are ehigible if your home has an electric watet heater with 3 capacity of at jeast 4G galions.
TO RECEIVE A Homes with sofar, heat pump, or gas water heaters are not eligible for the program.

$ 3 How does the program work?

HECO will install a FREE Energy Scout near your water heater. In case of a systern emergency, the

MONTH LY Energy Scout witl sense the need to reduce energy use and may temporarily turn off the electricity 1o
your water heater. Most people will never notice when the Energy Scout is working. Even after your

B'LL CREDIT water heater is turned off, you can still use the hot water already in your tank,

AS A How long will my water heater be off?
THANK YO U When the Energy Scout is working, it is estimated that the power to your water heater would not

be interrupted for more than 1 hour at a time.
FOR PARTICIPATING
How do | save?

)
iN H ECO S 8y panticipating in the program you'll earn $3 every month as a bill credit on your electric bill,
ENERGY even if your water heater never gets turned off. Your bill credit begins with the first complete

billing pericd after your Energy Scout is instalied.
MANAGEMENT -
PROGRAM How do | sign-up?

Fiif out the postage paid application below, tear it cut, and drop it in the mail.

Can | cancel?
HECO reverves tha gt a1 1 sote dncretion You may cancel at any time withaut any penalty by caliing 94-POWER (947-6937).

LG Carcr, tenminate, modity G suspend the
Energy Scous Progras:

CETACH AN MEIL

w o

}'}J"_f--ci"&. e

FOR MORE RO
INFORMATION

If you have any questions,

~

Please complete the following information tor your home and return the postage paid card by
Becember 8, 2004. Ali information must be provided to determine your eligibility to recerve the
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EXECUTIVE SUMMARY

This summary presents the highlights from three focus grows conducted

ecember 14 2004, among following:

s Two groups of decision makers in households that did nof respond to
the Residential Load Control (RLC) test mailer; and

s One group of decision makers in households that did respond.

A total of twenty-five persons participated in the groups, seventeen nonr
responders and eight responders. The overall objective of the focus group study was to
assist Hawaiian Electric Company (HECO) in identifying the communications messages

that will be most effective in stimulating response to the RLC program and to test various

communications channels for the distribution of these key messages.

The most striking finding from the groups was the very unique nature of most of
the participants in the responder group. While clearly not projectabie to the target
population, the eight responders — who were recruited from the first twenty-three
response cards to be returned from the market test — heavily reflected retired military men
with an engineering background. The primary motivation for these individuals was the
participation in the RLC program is “the right thing to do” for Hawaii, for energy
conservation, and to help HECO avoid rolling blackouts. These individuals likely
represent the “low hanging fruit” for the RLC project, likely to represent the early
adopters. The limited size of this market segment, however, forces HECO to look

beyond these responders to the next most likely targets.

Moving to the broader market, as represented by two of the responders and the
seventeen of the non-responder groups, the incentive message becomes more important.
Even among the responders, it was acknowledged that clear communication of the

incentive will help draw readers into the piece and motivate them to continue reading.

2
Ward Research, Inc. ® 828 Fort Streer Mall, Suite 210 » Honolulu, Hawaii 96813 # Phone: (808) 5225123 » Fax: (808) 322.5127
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Of the five direct mail pieces tested (the two existing flyers and the three mock-
ups prepared for this research), the mailer with the headline, “Cold Cash for Hot Water,”
drew the most positive response — both relative to its ability to generate attention and the
likelihood of the response. Flyers used in the market test were found to contain too much
text for the broader market. At the same time, however, responders found the question
and answer approach to be quite informative and to provide information they used to
make their decision. An approach that uses a very direct incentive message, while

incorporating more of the “need-to-know’ information, will likely be most successful.
To summarize reactions to the other four pieces:

» As stated above, the two existing mailers were found to contain too much text and not
enough visual interest. While some of the responders found the “Energy Scout”
graphic to be engaging, most of the non-responders indicated they would glance at it
then put it aside to read hter or throw it out. When opening the piece, the graphic
depicting the three CFLs was the strongest visual draw.

» The piece with the headline, “If we use too much energy . . . ,” was described by
many as using “scare tactics.” At the same time, it was ecognized as “attention
getting” by the remainder of the participants. Most agreed, however, that the scenic
shot of Hawaii inside and the reference to “Hawaii’s precious resources” both

reflected an important environmental consideration.

» The third mock-up, “It’s What Inside That Counts,” was felt by many fo look like a
real estate ad on the outside. This, many said, would cause them to throw out the ad
before looking through it.

» Relative to the incentives tested, the monthly credit on the electric bill was clearly the
strongest draw. Adding in the CFLs enhanced the offer among those familiar with
the technology, but it seems that the incremental gain coming from the CFLs will be
minimal. The coupon book; included in the “What’s Inside” mailer, generated little

interest, due to skepticism about most coupon books (“You have to buy one to get one

3
Ward Research, Inc. ® 828 Fort Streer Mall, Suite 210 ¢ Honolulu, Hawaii 96813 e Phone: (808) 522-5123 » Fax: (808) 5225127
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free,” “It’s usually for something you don’t use or a store you don't go to”). A

coupon book related to energy savings, however, could be successful (e.g. coupons
for dollars off the electric bill, discounts on energy-saving bulbs and appliances,

household needs at Home Depot, etc.).

Relative to the preferred means of learning about the RLC program, participants
in the groups identified a variety of vehicles. Bill stuffers, information on the monthly
bill, direct mail, and radio ads all were mentioned with some degree of frequency.
Willingness to participate in a referral program was low, whether administered via email
or some other means. The RLC program will generate some word-of-mouth referrals, but
likely will need marketing dollars invested in order to reach the program goals set by
HECO.

4
Ward Research, Inc. » 828 Fort Street Mall, Suite 210  Honolulu, Hawaii 96813 & Phone: {308} 5225 123 « Fax: (R0B) 5225127



CA-IR-566
DOCKET NO. 04-0113
PAGE 17 OF 34

WORK AUTHORIZATION NC. 2
Contract No. SD-04-01

I. Request for Quote

Under the terms and conditions of the Consultant Services Master

Agreement (“CSMA"), dated May 1, 2004 , by and between Honeywell DMC
Services, inc. ("Consultant"} and Hawaiian Electric Company, Ine.
{"Company"), Company hereby regquests Consultant perform the following Work to

support the Company’s Residential Direct Load Control Program ({(Program) as
directed by the Company and in accordance with the attached price 1list
(Attachment B):

RESIDENTIAL PROGRAM

Ganeral Information

Load control receivers will be installed on residential single-phase water
heaters in order to interrupt them during peaking periods or system emergency
conditions. In return, participating customers will receive a discount off
their monthly electric bill.

Hawaiian Electric estimates that it will require 5,000 load control receiver
installations in the first 12 months of a program beginning in the fourth
quarter of 2004, 7,500 installations per year for two years thereafter,
decreasing to 4,000 installations the following year and finally 1,600
installations in the final year of a five year program.

A. PROGRAM IMPLEMENTA™.ON

1. Each year, Hawaiian Blectric will use a variety of methods to ofrer
the program to its customers. These include bill inserts and direct
mail pieces. Hawaiian Electric promotions will attempt to attract
customers in designated areas so as to reduce travel time between
installations.

2. Consultant will be required to maintain a business office on the
island of Cahu and Consultant’s staff will be available during the
hours of 7:30 am through 4:00 pm, Monday through Friday, to respond
to inquiries from the Company’'s customers and employees. Consultant
will provide all office space, tramnsportation, telephones and
related equipment necessary for implementation of the Programs.
Consultant shall be licensed and qualified under applicable laws to
perform the authorized installations. Consultant shall not
subcontract any work without the prior written consent of Hawaiian
Electric.

3. Consultant will respond to all inquiries from the public related to
the Programs. This will include telephone calls and responses to
direct mail advertising. Consultant shall maintain a toll free
telephone “hotline” which will be staffed Monday through Friday from
7:30 am through 4:00 pm and which will provide recorded information
during all other hours. Based upon experience gained during
implementation of the programs, these hours may be modified by
written agreement between the Company and the Consultant.
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Customers who wish to participate will send in a response card or
call the hotline. Customers will be told the lcad control receiver
will be mounted near the water heater and access to their breaker
panel will be necessary during installation.

Censultant will pre-qualify customers who wish to participate. Pre-
qualification will consist of verifying:

Customer has a HECO residential account;

Device not already installed at location;

Owner or landlord permission required;

Customer has a 40 gallon or greater electric resistance water

heater;

Heat pump or solar water heating systems do not qualify.

Non-qualifying customers will be informed of the reason(s} they do
not qualify, and their record in the database will be updated
accordingly.

Consultant will schedule the installation and enter that data into
Company’s data base. The Consultant will be expected to schedule
appointments during the first contact with the customer.
Confirmation of the date and time of the installation will be given
to the customer along with program details and specifics about the
installation. Hawaiian Electric may direct Consultant to specific
area within its service territory for utility operational purposes.
Consultant is to abide by these directions.

The Consultant is required to have an answering machine or answering
service available to take phone calls during non-staffed periods.

The Consultant will track all Program activities using the Company’s
tracking system. The Consultant may use other systems to track its
work, as reguired, but it will ensure that all necessary data is
entered into the Company’s system on a timely basis. The Company
will at its expense install all necessary computers, telephone

lines, and related equipment required to provide the Consultant
access to the Company’'s tracking system. The Company will provide
the necessary training for the Consultant’s employees in the use of
its tracking system.

After initial installation, if the customer chooses to drop out of
the program, they are asked to call the hotline and the Consultant
will deactivate the load control receiver in the master control
computer and update the tracking system.

Consultant may be requested to provide mailing services for all
direct mail offers, communications to customers and other mailing
services. Unless otherwise agreed, the Company will develop and
print any necessary direct mailers and related materials. In those
instances where the Consultant develops and/or prints materials at
the Company’'s request, the Company must pre-approved any materials
mailed to its customers or participating vendors.



CA-IR-566
DOCKET NO. 04-0113
PAGE 190OF 34

12. Consultant will purchage, store, and inventory all locad control
receivers regquired for the Programs. The costs of the measures,
plus 15% mark-up, will be billed to the Company as a separate line
item in the Consultant’s monthly billing. The Company will have the

anle right to specify the load control receivers ured for the

Programs.

S maruiue wRE SE el SR Tl © oresiy S - O s T e A

with a weekly program status report indicating the number of
customer responses received, the name, address and gerial number of
each load control receiver installed and other pertinent information
necessary to ensure the orderly implementation of the program.

14. Consultant will maintain hard copy files of all Program documents
and provide all original documents to the Company’s Program Manager
upon request. The Consultant will cooperate with representatives of
the Company, or with third parties approved by the Company, in any
audit or review of program expenses or program documentation.

15. Consultant will be required to maintain all insurance and meet all
requirements specified in the Terms and Conditions of the standard
Company Master Consultant Services Agreement. To the extent that any
differences bhetween this Scope of Work and the terms and conditions
of the standard Company Master Consultant Services Agreement arise,
the terms and conditions of the standard Company Master Consultant
Services Agreement shall prevail.

B. INSTALLATION INSTRUCTIONZS
1. General

The load control receivers will be UL listed products. All
connections will be made with wire nuts furnished by the
Consultant. The materials and procedures used to connect the
load control receiver to the water heater must be approved by
Hawaiian Electric. A temporary seal supplied by Hawaiian
Blectriec is also required after installation.
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3. Installation Practices

Bach Consultant crew will be required to have a portable testing
unit in its possession during the installations. They can be
acquired from Hawaiian Electric for a $500.00 refundable deposit.
The operation of the receiver must be checked with the testing
equipment after the installation. If the receiver is found to be
defective, a new unit should be installed. An explanation shall
accompany the defective equipment when returned to Hawaiian
Electric.

Consultant must use standard electrical practices when mounting
and wiring the receiver. All wiring will meet the NEC, state and
local codes. Consultant will be responsible for any required
permits or inspections.

Consultant assumes complete responsibility for the workmanship of
the installations. Consultant will guarantee the quality of the
provided materials and the workmanship for one year after the
installation. The Consultant will make their best effort to
resolve all customer complaints regarding the quality and/or
workmanship or the parts/labor or materials provided by the
Consultant within forty-eight (48} hours after being notified by
Hawaiian Electric. In the event the Consultant is unable to
resolve the dispute, Consultant will refer the dispute to
Hawaiian Electric for resclution. Consultant will promptly re-
execute its own work without expense to Hawaiian Electric or its
customers.

a. Information Security

Tt is understood that all business and customer information
{including profiles and billing history data} made available by
Company to Consultant in comnection with the work to be performed
under this authorization is subject to the confidentiality
obligations imposed by Article IX of the CSMA. Consultant shall
not retain any copies of such information after the conclusion of
the Project and shall promptly destroy or return to Company all
copies of such information at Company’s request.

Without limiting any provisions in the CSMA, it is understood
that Company shall own and at all times have the right to use the
Data developed or augmented as part of the Program.

It is contemplated that Company billing data and related
confidential information will be stored on Consultant’s server in
preparation for and during the course of the Program. The
security and protection of this information from unauthorized
disclosure is critically important to Company. Therefore,
Consultant will maintain security procedures and measures
consistent with industry standards and/or comnsidered prudent to
protect such information. Without limiting the foregoing
obligations, Consultant shall:

- Keep current with and apply all relevant vulnerability
fixes;

b o A _A
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- Adequately configure firewalls accessing servers housing
Company data and applications;

- Protect Company’s data from unauthorized access;

- oOpen only those firewall TCP/IP ports which are necessary to
conduct business for Company customers; and

- Limit access to Customer’s data to those Consultant
employees working on the Project who have need to access
that data.

Company shall be immediately notified in the event of a computer
security breach that did or might expose any of the Company’s
confidential information.

Company reserves the right to randomly monitor and scan the
Consultant’'s site for known potential vulnerabilities.

Consultant shall at all times cooperate with Company’s reasonable
requests to confirm and enhance the security of its information.

pavea: U] 14[en (Hondtste

Company

IT. Consultant's Proposal

Consultant hereby proposes to perform the Work described akove in
Section I, under saiu terms and conditions, for the following amount:
Billing as proposed in Attachment B .

Total not-to-exceed cost is $3,300,000.

Wwork will begin no later than January 1, 2005 and be
completed on or before December 31, 2006 . Company may at its sole
disecretion extend the term of this Work Authorization for a two-year term
through December 31, 2008 by providing written notice to Consultant at least
gpixtsr (10} Aave nrior to the exniration of the then current term.

Yvette Maskrey will act as Consultant's Designated Representative
during the performance of this Work.

Dated: 12 ]o1fof '/L /L\ M—/

T Consultant
Kevin McDonough, General Manager
Honeywell DMC Services L.L.C.
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III. Work Authorization

consultant‘s foregoing Proposal is accepted. Consultant is authorized

to perform the Work as proposed. Company’s Degignated Representative for
this Work Authorization shall be ket Blo
pated: /Z2 22— % 7,/qu/( A e

Company
Dated: jl-2C~-0Y \MW

Codmpany
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REQUEST FOR QUOTE
FROM

HAWAIIAN ELECTRIC COMPANY

FOR

PROPOSED COMMERCIAL & INDUSTRIAL
DIRECT LOAD CONTROL (CIDLC) SYSTEM

ON
OAHU, HAWAII

January 18, 2005
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PROPOSED COMMERGIAL & INDUSTRIAL DIRECT LOAD CONTROL
(CIDLC) SYSTEM

REQUEST FOR QUOTATION (RFQ) No.
January 18, 2005

TO ALL PROSPECTIVE BIDDERS:

The Hawaiian Elsctric Company, inc. (HECQ), located in Honolulu, Hi, is an investor owned electric utility
with approximately 231,000 residential electric Customers and 16,000 Commercial and industriat (C&l)
electric Customers. HECO is interested in applying load management to reduce peak loads, manage
individual cirouits, and provide under frequency load control for its Commercial and industriat Customers.
it is the intent of this specification o purchase a system, which will allow HECO to automatically cantrol
loads at commaercial, industrial and other electrical Customers.,

HECO is interested in a system from a company with s proven history of load management capabilities
and having the fuiure additional capability of the Load Management Application being fully integrated with -
HECO's SCADA System. Also, the Load Management Systern must have the future capability of
integrating the Load Management software into HECO’s Customer Billing Systems.

It is the intent of HECO to purchase a System that will provide live data collaction and presentation of
meter data, automatically control ipads, handie all of HECO to Customer communication, and calculate
settlement. The System shalf use existing public communication Systems. HECQ is interested in
complete solutions that include the load control hardware, meter data collection infrastructure, and C&I
Load Control Appiication software. Partial solutions will not be considered. HECO wilt not purchase an

untested technology and will give credit in the evaluation to mature Systems from suppliers who work to
provide high custorner satisfaction.

All proposals shall comply with the following enclosed documents.

instruction to Bidders

HECO Proposed Contractor Bid Form
Specification

HECO Services Agreemant (SA}

Any purchase resulting from this inquiry will be issued by Hawaiian Electric Company, Inc.

Your proposal is due in the possession of HECO on the enclosed proposal forms on or before February
2, 2005, 4:00 p.m. A proposal received fater than the date and time listed above and submitted on other
than the Proposal Form provided with the Enclosed Proposal Documents may be rejected.

Any questions on this RFQ shall be submitted in writing and should be faxed to Hawaiian Electric
Company, Inc., aftention: Todd Kanja (FAX No. 543-4690, Phone No. 543-4773); answers will be
furnished to all Proposers. Please provide a FAX number to expedite our replies.

Page 1
Proposed Commercial & Industrial Direct Load Controd (CIDLC) System {01/18/05)
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INSTRUCTION TO BIDDERS

1.

PROPOSALS: The original and three (3) copies of each proposal shall be prepared and
submitted to HECO. Proposals, which are not prepared and submitted in accordance with these
instructions, will imply that the Bidder does not intend to comply with all of the contract conditions
and such proposals will be considered irregular.

ff the prospective Bidder declines to propose, he shall return all proposal docurnents and provide
writtan notice to HECO no later than the proposal due date.

Preparation: Each proposal shall be carefully prepared using the proposal forms provided.
Entries on the proposal forms shall be typed or legibly written in black ink. All prices shall be
stated in words and figures except where the forms provide for figures only.

Each Bidder shall list in the space provided on the proposal form all exceptions or conflicts
between his proposal and the specification. If more space is required for this listing, additional
pages may be added. If the Bidder takes no exceptions, he shall write “NONE” in the space
provided. Proposats, which do not comply with this requirement, wilt be considered irregular. In
case of conflicts not stated as directed, the specification shall govern.

The Bidder shall not alter any part of the specification in any way, except by siating his exceptions
in the space provided on the proposal form.

The Bidder shall staple or otherwise bind, with each copy of the proposal submitted a signed copy
of each addendum issued for the contract docurments during the bidding period. The Bidder shal

assemble all supplementary information necessary to thoroughty describe services coverad by the
proposal, and shali attach such supplemental information to the proposal.

Signatures: Each Bidder shall sign the proposal with his usuaf signature and shall give his full
business address.

Bids by partnerships shall be signed with the partnership name followed by the signature and
desianation of one of the parners or other autharized renrecantativa_A ~omnindntigh o€ or e

e

_

Bids by a corporation shall be signed in the official comorate narme of the comaraton fnitmwad
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Mail all proposals to the foliowing:

Hawaiian Electric Company, inc.
P.0. Box 2750
Honolulu, Bl 96840
Attention: Todd Kanja
Sr. Technical Services Engineer

if other than Regular U.S. Mail, proposals shall be addressed as follows:

Hawaiian Electric Company, Inc.
220 S. King Street, Suite 1302
Honoluly, HI 96813
Attention: Tedd Kania
3r. Technical Services Engineer

The proposal shall be submitted in a sealed package with the following information shown on the
package: L

SEALED BID PROPOSAL - RFQ

PROPOSED COMMERCIAL AND INDUSTRIAL DIRECT LOAD CONTROL (CIDLC)
PROGRAM

Your company name and address shall be clearly indicated on the envelope containing the
proposal.

it is the sole responsibility of the bidder {o see that his bid is received in proper ime. Any bid,
raeceived after the scheduled closing ime for receipt, may be refumed 1o bidder unopened at
HECUO's discretion. No responsibifity will be attached to HECO for premature opening of, or
failure to open a bid not properly identified.

2. MODIFICATIONS AND ERASURES: Changes on or additions to the Bid Form, recapitulations of
the work bid upon, altermnafive proposals, or any other modifications of the Bid Form, which is not
specifically called for in the Confract Documents, may result in HECO's rejection of the bid as not
being responsive to the invitation to bid. No verbal or telephone modification of any bid submitted
will be considered. The Contract Documents shall include all documents provided in the Bid
Packet.

3. WITHDRAWAL OF BIDS: Any bidder may withdraw his bid either personally, or by written
request, at any time prior to the scheduled closing time for receipt of bids. No bidder may
withdraw a bid within 45 days afier the actual date of the opening thereof.

4, DRAWINGS AND SPECIFICATIONS: Al copies of the drawings and specifications are the
property of HECO.

5, INTERPRETATION OF PLANS AND CONTRACT DOCUMENTS: if any person contemplating
submitting a bid for the construction of the work, is in doubt as to the true meaning of any part of
the Contract Documents, or finds discrepancies or omissions from any part of the Contract
Documents, he may submit a written request for an interpretation or correction thereof faxed to
HAWAIRAN ELECTRIC COMPANY, INC., attention Todd Kanja (FAX No. (808) 543-4690, Phone
No. (808) 543-4773), no later than three (3) days before bids are opened. The person submitling
the request will be responsible for its prompt delivery. Any interpretation or cormrection of the
Contract Documents will be made only by Addendum, and will be faxed to each Bidder of record.

Page 4
Propased Commercial & Industrial Direct Load Control (CIDLC) System (01/18/05)
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Bidder is solely responsible for seeking an interpretation or clarification hereunder and absent any
such inguiries, HECO shall assume that Bidder understands HECO's intent, meaning and
reguirements and HECQ shall not be responsible whatsoever for any other explanations or
interpretations of the proposed documents.

it shall further be Bidder's sole responsibility to advise HECO, before the bid opening date, of any
and all conflicting requirements, ambiguities, or omissions of information which require
clarification. In the event that a question is not addressed in the addenda issued by HECO, Bidder
shall list in the space provided in the proposal form, a siatement that sets forth for each
unanswered question, the exact nature and extent to which the gquestion impact Bidder’s proposal.

ADDENDA TO THE DOCUMENTS: HECO reserves the right to issue such addenda to the
documents as it may desire at any tirme prior to the bid opening. A copy of all such addenda will
be prompily faxed or deiivered to each person receiving a set of Contract Documents. The
number and date of each addendum shall be fisted on the Contractor's Proposal in the space
provided. Such addenda shall be covered in the bid and shall become part of the Contract.

LAWS AND REGULATIONS: The bidder's attention. is ditected to the fact that all applicable- -
Federal laws, State laws, Codes, municipal ordinances, and rules and requiations of all authorities
having jurisdiction over construction of the project shall apply o the Contract throughout and shall
be deemed to be included in the Contract to the same extent as though here written out in full,

ACCEPTANCE AND REJECTION OF BIDS: HECO raserves the right to select other than the
tower bid, or to reject any and all bids, or to reject 2 portion of a particular bid, or to otherwise
waive irregularities and informalities in any bid that is submitted. or to amend or cancel the project
after any bids are submitted.

All proposals shall become the property of the Hawatian Electric Company, Inc.

TAX, FEE, DUTY, INSURANCE, AND OTHER CONSIDERATIONS: Alf bids shall include, but

;t- =i o ﬂ@—iﬂwﬁv L il wCulr? e
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10.
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¥
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and export duties and fees. Notwithstanding any other provisions of this contract, the Bidder shall
bear the costs of any and all applicable dumping duties, whether existing, new or increased, levied
in connection with the equipment, apparatus, materials or services fumished under this Contract.

LISTING OF SUBCONTRACTORS: Each portion of the work shalt be performed by an
organization equipped and experienced to do work in the particular field, and no portion of the
work shall be reserved by the Contractor himself unless he is s0 equipped and experienced.
Each bidder shall submit a list of the proposed subcontractors on this project with his bid

proposal. Unless otherwise authorized in writing by HECQ, subcontracts must be awarded to the
firms named in this fist.

Alt subcontractors must be satisfactory to HECO. Acceptance of the bid does not impiy approval
of the proposed subcontractors; each subcontractor must be individually approved. Upon the

masrrrd o e mvrbrrarend b o Firdrdar misrvrvenememth ol birdrtemer ccbmomdll s b onih B LM AAN &
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13. LIQUIDATED DAMAGES & SCHEDULING: HECO will require that the Direct Load Control
software. excluding the Seftlement software module. shall be installed and operational within 10
weeks after issuance of the contragt. The Settlement software module shall be completed within
20 weeks after issuance of the contract. If the contractor falls to complete the work by the
specified time without an approved time extension from HECO, the Contractor shall be subject to
iiquidated damages of $20.00 per day for each day beyond the contract completion date. Please
refer to the Services Agreement, Appendix A.
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Proposal for
Delivery of a Commercial and Industriai Direct Load Control System

To: — _
The undersigned being familiar with all the details, conditions, and requirements hereby proposes
to furnish a load management Systemio __ , in sirict conformance with the
Specifications included in the Request for Proposal documents.

BASE BID:

HECO desifes to have the bidder host the System for the first 3 months of operation and then have the
System deployed and operated from HECO's IT Data Center. The bidder shall supply pricing for both
situations and include alt cost elements.

3 Months of System Hosting
System Hosting
Software Application Service Provider Charges
Meter Communication Costs
Load Centrol Device Communication Costs

& 67 A

Project Options
Seftiement Calculations
interactive Voice Response {IVR)

6 A

System License
{.0ad Management Hardware (Excluding Servers)
Load Management Software
Annual Maintenance and Support (per yaar)
Set-up, System Testing, and Training after hosting complete

7 A A B

Field Equipment Costs
25 Each Load Conirol Receivers 3

QOther Equipment
Test Equipment $
Recommended spare parts Y

Please provide terms and conditions for travel and living expense.

In support of this pricing, a detailed bill of material in the Vendor's chosen format shall be aftached.

Load Management System Delivery Schedule: weeks after receipt of order.

All materials shatl be delivered F.O.B.,

Page 7
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QPTIONAL ITEMS:

Including: software options, hardware options, and spare parts options, test equipment options:
{Please describe...}

TOTAL LUMP SUM CONTRACT PRICE g

Dated this .. day of L 20
Bidder
Address:

Authorized Officer:

Title:

Page 8
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ADDITIONAL INFORMATION

Proposal Expiration Date,
Bidder accepts Purchaser's
Services Agreement.

If no, are specific exceptions and
clarifications included?

is Proposal completely in accordance
with the Specification?

If no, are specific exceptions and
clarifications included?

Bidder acknowledges receipt of and
compliance with amendments through
to the bidding documents.

Bidder agrees to Purchaser’s schedule

If no, list specific exceptions and / or
clarifications:

Smali Business (SB),
Woman Owned Small Business (WOSB)
Small Disadvantaged Business (SDB)

Provide list of addendum received.

Addendum # _ Dated
Addendum # __ Dated
Addendum# _______ Dated
Addendum # Dated

CA-IR-566
DOCKET NO. 04-0113
PAGE 32 0F 34

(Yes or Nb)

{Yes or No}

{\735 or No)

{Yes or No}

(Yes or No)

{Yes or No)

(Yes or No)

{Yes or No}

{Yes or No)

Bidder's representative to contact should any questions arise

régarding Bidder's proposal:

Name:

Position:

Company:

Address:

Proposed Commercial & Industrial Direct Load Controt {CIDLC) System (01/18/05)
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Telephone:

Fax:

K Bidder's designated contact for sales/commercial matters:

Name:

Position:

Company:

Address:

Telephone:

Fax:

L Bidder's Corporate Officer to contact with regards to the project for
executive matters:

Name;

Position:

Company:

Address:

Tatephone:

Fax:

The undersigned, have examined the Contract Documents entitied “Proposed Commericiat and
Industrial Direct Load Control (CIDLC) Program,” hereby proposed and agrees to furnish all labor,
materials, equipment, and software, and to deliver a functional and operation System as required by said
praposed Contract Documents within the schedule specified in the Instructions to Bidders for the suni(s}
stipulated for the Block Bid(s).

Total Contract price shall not exceed the amount of $

if the undersigned is notified of the acceptance of this Proposal, he agrees to execute a HECO
Services Agreement for the work within 5 business days. The under signed further agrees that the
liquidated damage per calendar day for failure to complete the work on time shall be in accordance with
the enciosed Instruction to Bidders. The material cost shall include all applicable freight, delivery, and
storage, etc. costs. HECO will not be responsible for additional cost, which have not received prior
approvat.

Page 10
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Respecifully Submitted,

NAME OF COMPANY

By:
Its:

ADDRESS OF COMPANY

' Please atiach evidence of the authority of this office to submit bid on hehalf of Company, giving also the
address.

C addendum raceived.. .

NOTE: Fill in all blank spaces with information asked for or bid may be invalidated. Provide list of

END OF SECTION
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link to the City and County webpage 1s:

http://www.co.honolulu.hi.us/dcs/housingloans.htm.

Accelerated the number and schedule for industry sector meetings in 2004 and 2005 in
order to increase and reinforce awareness of our DSM program offerings (pages 4 to 6).
Developed and implemented a “Sustainable Design Tools Workshop Series” targeted at
design professionals (architects and engineers), with 6 workshops presented between
January 2004 and February of 2005 (pages 7 to 12). The purpose of these full-day
workshops was to provide the technical design tools allowing professionals to integrate
efficiency into new and renovation projects. This series was a HECO-led initiative
supported by the US Department of Energy, DBEDT, the University of Hawaii School
of Architecture, Rebuild America, and Rebuild Hawaii.

Developed an Energy Efficiency Award pullout section in the Pacific Business News in
October 2004 to recognize the award recipients and to increase and reinforce awareness

of our DSM nraerams (maees 13 0 24)

Sponsored an energy efficiency track of workshops at the AIA/CSI Building and Trade
Expo, held at the Hawaii Convention Center in November of 2004, to increase exposure
to efficient design a concepts and to promote the DSM programs (pages 25 to 29).
Created and filled an additional contract program engineer position in January 2005 to
assist with the commercial and industrial energy efficiency programs.

Transferred a regular HECO employee into the Customer Efficiency Programs Division
in December 2004 (from the Customer Installations Department) to assist with the

commercial and industrial energy efficiency programs. (See HECO’s response to CA-

IR-78.)
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The entire process of developing the changes to HECO’s portfolio of programs began nearly
two years ago with the initiation of a DSM potential study in July 2003 and the organization
of a DSM Technical Committee under IRP auspices in December 2003. The DSM
Technical Committee provided valuable input into the design of the DSM programs. The
last meeting of the Committee was held on April 21, 2004 and culminated in the portfolio of
10 DSM programs that was proposed in HECO’s rate case filed in November 2004. The
Commission must approve the modifications to these existing programs and the new DSM
programs before the modifications and new programs are implemented.
HECO objects to providing “all” documents that address HECO decisions regarding the
timing and the implementation if these DSM Programs as such request is overly broad and

unduly burdensome to the extent that it requests “all” such documents. Without waiving any

objections, please see response to subpart a.
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January 2004
January 29- Sustainable Design Tools Workshop Series: Daylighting and Lighting
Controls: HEI2

February
February 5 — 2004 Business Engagement-Convention Center

February 26 — Creating High Performance Buildings: HEI2

March
3/ 9 — May 11 (10 weekly sessions). HECO/ASHRAE/TRANE HVAC Clinic: HEI2

3/17 -- Energy Efficiency for Property Managers (institute of Real Estate
Management) : Willows Restaurant

3/18 - Sustainable Design Tools Workshop Series: Indoor Air Quality Mitigation
Through Design: HEI 2

April
4/6 — May 11 (6/10 weekly sessions remaining): HECO/ASHRAE/TRANE HVAC
Clinic: HEI2

May
5/3, 5/11 — (last 2 sessions to complete 10 weekly sessions):
HECO/ASHRAE/TRANE HVAC Clinic: HEI2

5/11 — BWS/HECO/FEMP/AWWA Water Efficiency Workshop: llikai

5/20 — Sustainable Design Tools Workshop Series
Building Energy Simulation for Sustainable Design of Buildings: HEI2

5/21 — Energy Efficiency in City Government Buildings: HEI2

5/22 — Energy Efficiency in City and County Government Buildings: HEI2
5/24-27 — HECO/FEMP Securing Energy Saving Projects for Your Facility : HEI2
5/26 — Hawaii Green Business Program: Green Hotel Forum — Sheraton Waikiki
5/28 — Energy Saving Technologies for Industrial Customers: HEI2

June

6/1 — Implementing Energy Efficient Projects: HEI2

6/30 — Grainger / GE Lighting Seminar: Sheraton Waikiki

July
7/1 — Grainger / GE Lighting Seminar: Airport Hotel

7/8 — Sustainable Design Tools Workshop Series: Energy Management Controls:
A Guide to Understanding and Specifying Next Generation DDC Systems: HEI2

7/20 — Kaman industrial Equipment Seminar
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October
10/26 — Building Integrated Photovoltaic Workshop: HEI2

10/26 — Energy Cash Flow Opportunity Calculator Workshop: Honolulu
Community College

10/27-28 — Energy Expo: Sheraton Waikiki

November
11/3 ~ AIA/CS! Expo (w/ HECO sponsored workshop track): Hawaii Convention
Center
e Three HECO Sponsored Workshops at AIA/CSI Expo:
o Building Commissioning
o A Model of Sustainable Design
o High Performance Buildings

11/4 - HECO/DBEDT: Building Commissioning Procedures for City and County
and State of Hawaii Facilities

11/16 — Hawaii Green Business Program: Green Hotel Forum - Hale Koa Hotel

Energy$olutions for Small Business / Light Year Presentations

7 Light Lunch Presentations
= Macy's Light Lunch
QOgilvy's Client List
IREM (International Real Estate Managers)
Foodland
Times Supermarket
Windward Mall Presentation

36 individual company meetings for Small Business and LightYear

DSM Architect and Engineer Outreach Programs (Tom Van Liew):
* 4 ]ocalfirms
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2005 Customer Events (January through March

January
1707 — Industry Segment Meeting: City and State Government -- Commissioning
Meeting

February

2/03 — Industry Segment Customer Meeting: Hospital Engineering Association
2/09 — Industry Segment Customer Meeting: Hotel Chief Engineers

2/22 — Business Engagement: Hawaii Convention Center

2124 — Sustainable Design Tools Workshop: Advanced Daylighting

March
3/11 Maintenance Fair Energy Exhibition: Painters Warehouse
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Hawaiian Electric Company and
Rebuiid Hawaii Consartium present:

Sustainable Design Tools |
Workshop Series

Design professionals in Hawaii are seeing an increase in client demand for
energy-efficient and sustainable buildings. The Sustainable Design Tools Work-
shops are a series of one-day technical courses designed to equip architects
and engineers with tools to meet these new demands. This series consists of

four workshops on topics that are directly applicable to sustainable design:

lanuary 29, 2004
One workshop will Daylighting and Lighting Controls
be held every other Joel Loveland, BetterBricks Daylighting Lab
month from January
through July 2004. March 18, 2004

indoor Air Quality Mitigation Through Design
Joe Lstiburek, Building Science Corporatien

HEI Training Room

8th Floor, May 20, 2004
American Savings Building Energy Simulation for Sustainable
Bank Building Design of Buildings
{Corner of S. King St. Michael Hatten, SOLARC Architecture and Engineering, Inc.
and Alakea St.)

1)

Energy Management Controls:
s A Guide to Understanding and Specifying
Lot 0%y W s r— T w——

-

Program Hours







CA-IR-567
DOCKET NO. 04-0113
PAGE 9 OF 29

MICHAEL HATTEN
PE, SOLARC Architecture
and Engineering, inc.

Sustainable Design Tools |
| Workshop Series

Michael Hatten, PE. isa

principal with the
o3 g . . innovative On
Building Energy Simulation for May 20, 2004 S consulting ﬁ,,%mgc
Sustainable Design of Buildings Aechitecture and Engineering inc. Hels 2
mechanical engineer, educator, and energy
MICHAEL HATTEN, PE analyst who is nationally recognized for his

Oq‘rﬁ”_ vrhitertawrn rod. Fargnesinn _Jne
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Sustainable Design Tools liNorkshop Series

1 YES! Please register me for the Sustainable Design Tools lWorkshop Series.

Mr/Ms. First Name L.ast Name
Title Affiliation
Address
City State Zip
Phone Fax Email
Qccupation:  __ Architect __Engineer __ Facility Manager
__ Nonprofit Organization __ Energy/Sustainability __ Contractor/Buiider
__ Product Manufacturer .. Developer . Other: _

What do you need most cut of these workshops?

SPACE 1S LIMITED. REGISTER BY JANUARY 13, 2004 -

Registration Fees

Workshop Series (4 classes): $300 (Lunch included} .-~

To qualify for Series discount price, full registration fee must be received no w
later than January 15, 2004,

Rebuild Hawaii
individual Workshops: $3/workshop
[0 January 29, 2004
Daylighting and Lighting Controls Schiool of Architectre
Tl March 18, 2008 ety of Hanwar

indoor Air Quality Mitigation Through Design
O} May 20, 2004
Building Energy Simulation for Sustainable Design of Buildings
July 8, 2004
Energy Management Controls: A Guide to Understanding
and Specifying Next Generation DDC Systems

Payment for individual workshops will be due 2 weeks prior Lo course date.

[N}

Fees includes workshap, materials, lunch and break refreshments. STV
Payment

Mazke check payable to Hawaiian Electric Company, Inc.

Total Amount Enclosed: .

Refunds are limited to 80% and must be requested in writing ne later than Rebuild America

1/15/04. No refunds will be made after this date. Registration altendee
substitutions may be made by calling Marsha at 808/548-4743.

Send registration to: Marsha Saiki CP12.5D
Hawaiian Electric Company

£0. Box 2750 » Honolutu, Hawaii 96840 @
Phone: 808/543-4743 » Fax: 808/543-4722 . R
F'mail: marsha saiki@heco.com Hawaiian Electric Company,Inc.

Giving you the power
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Exposition & Confgren
. Pre-Conference Workshop

Tuesday, October 26, 2004

HEI Training Room
8th Floor,
American Savings
Bank Building

{Corner of 5. King St.

and Alakea 5t.)

Morming Session
8:00 am to 12:00 pm

Afternoon Session
1:00 pm to 5:00 pm

{select ohe session)

Cost: $25
Students: Free

‘ﬁ#a
‘

Rebuild Hawaii

School of Architactrs
University of Hawal'i

Rebulld America

Photovoltaics in Buildings

STEVEN S5TRONG
Solar Design Associates, Inc., Harvard, MA

This workshop provides a world overview of building-integrated PV activity including
a description of compenent and systems development along with many examples of
Solar Electric Architecture.

Architects with vision have come te
understand it is no longer the goal of
good design to simply create a building
that’s aesthetically pleasing - buildings of
the futiure must be environmentally
responsive as well.

One of the most promdsing renewable
energy technelogies is photovoltaics.
Photovoltaies (PV) is a truly elegant
means of producing electricity on site,
directly from the sun, without concern for
energy supply or environmental harm. These solid-state devices simply make electricity out
of sunlight, silently with no maintenance, no pollution and ne depletion of raaterials. Photo-
voltaics are also exceedingly versatile - the same technology that can pump water, grind
grain and provide communications and village electrification in the developing world can
produce electricity for the buildings and distribution grids of the industrialized countries.

Buiiding integration of photovoitaics (PV), where the PV elements actually becorae an
integral part of the building, often serving as the exterior weathering skin, is growing world-
wide. PV specialists and innovative architects in Eurape, Japan and the US are now begin-
ning to explore creative ways of incorporating solar electricity into their designs.

Workshop Speaker and Facilitator:

STEVEN STRONG
Solar Design Assakiates, Inc —— Harvard, MA

The program is presented by Steven L Strong, president of Solar Design Associates, Inc., 2 Harvard based
ASE firm dedicated to the design and integration of renewable energy systems and environmentally responsive
buildings.

Over the last 25 years, he has designed dozens of homes and buildings powered by solar electricity, including the
world’s first P¥-powered neighborhood in central Massachusetts, the natatotium complex at the 1996 Olympic
Summer Games using the world’s largest roof-top PV power system and 3 sofar energy systems at the White House
in Washingten, DC. He recently designed a new “sotar skin” for the US Mission to the United Nations in Geneva.

He has advised numerous government officials on energy and environmental issues, and i a highly published
author of books and articles on photovolatics in buitdings. Articles abom him and his work have appeareé i Over

100 publications including TIME Architecture, A&bmmm.m n
mww bfm.‘_\ge and r recoget T
b : ' : ;

Hawaiian Electric Company, Inc.
Giving you the power
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Hawaiian Electric Company and
Rebuild Hawaii Consortium present

Sustainable Design Tools |

. Workshop Series

February 24, 2005

HE1 Training Room
8th Floot,
American Savings
Bank Building
(Corner of 5, King 5t.
and Alakea 5t.)

Program Hours
8:00 am to 4:00 pm

Advanced Daylighting Design
VICTOR OLGYAY
Ensar Group, Boulder CO.

Light inspires us and enlivens space. Natural light in buildings can provide
ambient Slumination and reduce the use of electric ight, and the resuitant
internal heat gain This lowers etiergy consumption and reduces the geners-
tion of pollution. Misappiied, nataral light can result in excessive heat gain,
uncordortable glare, and degradation of materials.

‘Phis serminar will teach your to aveid the pitfalls and optimize the benefits of
daylight in your projects. it is 2 continuation of the "Sustainable Design
Tools™ Workshop Series targeted specifically for architects and engineers.
We will focus on useable information, technigues and design tools which can
be applied in you practice. We will learn how to what strategies may be best
for a given project, lock at available toals, Tesources and techniques, cover
LEED requirements and issues, examine a number of case studies, address
Hagaij, suecifie conrermepd ennsidet the elegant. integmation 0g daviight

q»

Rebuiid Hawaii

srATE mE bAwEIA

Rebulld America

B 1 MrCigyay is currently 2 Vice Prasident and Architect with ENSAR Group,

BN 1., iocated in Bouldes, Colorado. He has performed Architectural Design,
= Planning, Environmental Systems design and analysis, Acoustical, Uighting
and Daylighting Consuitation on a wide variety of projects intetmationatly,
with an emphasis in the areas of daylighting, bioclimatic, ecolagic and low
ensrgy design.

e boids architecturat registrations in Massachusetts, Hawaii, and Colorado.
in the fast 25 years he has worked bath in architectural offices and independently, and
designed bindimatic stnuctures that have been built throughout the United States, and several
ather cauntyies. He received a Master's in Architecture from MT in 1986, and taught at the
University of Hawaii iom 19597 10 2000 as an Assotiate Professor of Aschizecture and
Emvieonmental Controt Systems.

He was named Director of Research at the UH School of Architectize in 1993 and ovensaw
numeraus energy, envirenmental and lighting research projects under Cintract to various state
and federal agencies. He was Chaitmar: of the AIA Henolulu Energy and Environmenit
Committee from 1995 2000, and in 1998 was named a [ana Feliow of the Jasiyn Castle
Institute for Sustainable Communites.

M, Clgyay is actve in lscturing and has numerous published research papers as well a5 being
a prirmary writer and researcher with W.M.C.Lam of Suniighting as Farmgiver for Architecture
(VNR 1986). and co-author of Architectural Lighting {MicGraw Hill, 2002} with David Egan. He
was recently 3 speakes 3t the Third International Humare Habitat Conference in fombay,
india, 2t will be a featured speaker at the Lightlai Dayhghting Institute in New York City in

Apnl, 2005, 5

Hawaiian Electric Company, In¢.
Gwing you the power

o - CPALE 1S LEMITED. REGISTER
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e gy Has et g Lo g THE HAWAIIAN ELECTRIC
, PR - £ B, o i v o 2m EHERGY
EFFICIENCY AWARDS

Aloha,

Al of s ar
HECO arve
pleased @0 con-
pratulae the
wianers o the
0 Hawian
Elecrnie Emerny
Effiiency

Awrsds, The awards descrited bere pay
- woil-deserved rribute to the highest
leve! of commerment to energy ffi-

cicney within Qabu's business and
ROVETRMANE SecEurs.

Now a ksenntat event, the Encrgy

. Awanh demonstrate by good example

- h o how local businesses, mstitutione ind
FUVEITUIENT 4uNC RS Are by invest-

ments to reduce aperating <oats by
conmelling cherr demand for ehectrivaty.

As you read abour the winness in the
cortmeecial, institutional, residental and
multiple-facility catcgonies, cnnder the
greae diversity «f cppoamunsuex for farge
ctetpy weels to save Memey ared protect
the cnvisonment at the sume e, Seo
what your business peers (and i1 < e
cases, your competitors) are duiny o
reduce their energy cunsumpuon. In
many cases the steps are yimple, and well
within the sesources of many mre busi-
nezacs and GUVCIRURTIL ONGNREZAT .

U conrse, you have avaslable the
advive, assistanee and utten fancal
wneeatives availible direcily from the
Eaopidolutioms for Business conaule inrs
of the clectowe urnility, Alse, pom o
enlist the supporr of the protesaenal
archutecture, Jeagn and engoeening
communy, s owel s edal service

providers and Trade aliees

Plexse jom Hawaine Electee Gonp
ta hononing the 2004 Energy Award
winlrsers,

T Michowd May

Presadent zand CEQ
Hawaian Elecrrie Company

Hawaian Elsctric Compary, bac.
Giving you the power
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OCTOSER 29 2004

PACIFIC GUARDIAN CENTER

The Pacific Guardian Center
(PG, tormerly known as the
Grosvenor Center, is comprised of
wo Si-stwy office buildings encom-
passing over 580,900 squate feet of
nffice spacc.

Completed in 1984, it was poised for
2 renavation of i building, sir eondi-
noning and ventilation systers. In
1997 a master pian to modernize the
alecmical and mechanical systoms was
developed. Several phases of the med-
ernization culminated in 2003 when
PG instalied several major compo-
nents including, theee chillers, an encr-
v managernent syswm (EMS), air han.
dlapg units, and improvements o its
chitbed water loop and cooling towees.

PGC sradied the load profiles of
the old HVAC systers and concluded
thar the new system would he
designed to srage the chillers ro
mauch the oad and Jower the build.
ings’ chilled water supply cempevarure
from 50 ro 45 degrecs. This was
accomplished while redacing its

anoual chitler plany cacrgy use by
825,000 kWh with the new challers,
VFDs on the air handling upits and
upgraded chilied water valves.

The new EMS, manufactured by
Alerion, aliowed for more responsive
VAV motitring and contret options
as well as the abiliey (o be pro-
grammed. The new dircer digieal con-
trol system was done at i addisenal
cust 1o buikling operations. The new
EMS ha» the akility o monitor air
flow, toom tespeniarcs, and opers-
tivn of the chillers, at the most opn-
wmaf energy efficiens levik.

Orher partner associated with this
project: Trane, Hawaii inscrumenta-
zions & Control, Gelierr Campany,
and Higa Mechanwal

Ancusi Energy Svings  5250,000
Ansmun KW rediction 15%

Paytsck Period 4.3 peans
HELG Rebatr: $118.6857
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WINNER RESIDENTIAL PROJECT

HAWAIKI TOWE

+

Openead in 1999, the Hawaiki Tower
1 a F6-srory hugherise condominium
comprised of 427 residential apart.
ments and four commeraalfrerait
wnes. Over o thrve -vear pend, the
Phiing euanagemenr netalled vanous

Tetnolit prijects, scheding booster

pup, cotnienser water sl hot water
1

The hor water rerofit uses the air-
conditioning condenser water to sup-
ply watec tw the low zone heat pumps
that penerare rhe hot wawer fur the
hower half uf the building, Ths change
now permies the controller of the cone
dvnser watcr svstem To feduce The

a;rccd and fluw of the coolimge Law,

FULL SERVICE

MECHANICAL CONTRACTOR
[P
AR CONLITAOHNG
SHEET METAL BRALL N ALTOMATION

COMTROUS SYSTEME

Fism Sommm ER SYSTEMS

LEAR PO R, g
UGN o aLs. HANLL WM 1 5
Protd BOG B4T81 S
Fas B08 B 488%
ottt HRCHP IGO0

L TURBOCOR

CONGRATULATIONS TO THE
RECIPIENTS OF THE 2004

(= —

PACIFIC BUSWESS mEWS B

e F R Y C N A A N o ———



.y ———
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FAWAILAE EXESTHIS COWPRNY S7E7 ki ADYIRTISING HEC0I0N

DCTOBER 29. 200

WINNER INSTITUTIONAL PROSECT

IOLANI SCHOOL

Jalary School i a private, college

proparatorny. co-rducational school
with & potal envodiment of 1,300 st
dents i yrades K-12,

in Phase 1 of its J-vear master
plan, the school established educa-
tion progrm goals 25 well as 2 new
architectursl voabulaey for futuce
design that includes sustainabie
desim conceprs.

The measltipurpes: hulding soncsins
clastooms, stadium scating, & parking

SR

il
i I

" a dvm

gurage, and 3 cencrsl e plant.
Though mutally erving the multpur
oo buibling, the central e plant e
designed o evennobly wrvice buidd
ings throughout the entire campus.
Architectural slements of sustain-
able desigm include aluminum highe
shetves and light pipes o bring notu-
ral daylight w0 the space. Davlighe
surwan monior the nameat daylihs
o conttol use of the highting fixraces,

and accapancy sensors elininate

ELECTRICITY:

50" OFF

E-Tach Hast Fump Water Hesters mduce exergy Commp- ETEN EALLTERS
sion by S0 ¢ more whae COTRAN I Slectic RTNCS L]
heating. Thats why over 20.000 Edech units have been Mgt
insuatied w Hawai. Emtamos Conter
Tarmini Hospkel
m;nﬁhmuﬂ_—“npw m:-
Cia T eyt
ADMOR HVAC PRODUCTS, INC.  taie Seu Howl
. “Hawaii's HVAC Superstore”  jpoe ™= 2=
% Eloch
7975 hoonee Pace Honoww, #I 56819 Tegercy ® Kabala
ol 306 SA1-TA00 506 84722 Conbmeaia Aats
W TS IC 0P i maoy mare.

unnecessan lighting o unowvupicd
spares. g performance glaang o
the faciliey maximures the visible
hghr cransmartans e while minamizng
solar hear gain.

With a parnal e stamge systefs,
the chifler provales both ice-making
at rught, neemal cooling during che
Jav 1o rake advantage of wif prak
aniligy rures, and anomproved hald
tsctor due 1 the Teducnion in the
daily peak deniand. The VAY and &ec

MUTAEE SYSTEms At conteoiled by a
direct digaral conmrol EMIS syseem
Oicher patencrs associared with
i prgect: Fubunaga & Assocr-
ates, Cedric Chong 81 Assuciates,

MK Engineers
Aanual Energy Sanngs $ 136,000
Ansual KWn seducton 28%
Faytack Pened 5.9 wats
HECQ Rebate $33.422

Island % Home

Destrihatons of Five Buitiing Materiats

mmmmmudmmswmmw
mmwmmm-uemmutmmm
:rmmmn-mummmwmm_
_. b tivey are Energy Stor quaiified.

wawiﬁmtnthehrilshnélmmimmfw
your commitment to usiasg Energy Efficient products.

~

1627 Kpwakktnn SErowt (Xumilz riwy. § Kabh 325
Pmone (WOR) BASTR2 | Fax (W) TF2-90W
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PAONC BUMESS WEws 11

WINKER RESIDENTIAL/ MILITARY PROJECT

FORD ISLAND & RADFORD TERRACE NAVAL HOUSING

Ar Ford Island and Raifond Terace,
Acts Lend Lesse LLC developed and
currently manages §70 crwrgy-eificiens

sesidential homes for the LZS Navf.
The homes were desymwed % ke full
advantage of solar cncrgy.'c%ﬁéient
bighemy and arconditiening, d inme-
vative window/carling construenion.

In rthe area of solar cneney, all wnies
have wilar water heating, solar tb k-
luyrhues in the winskwlew bedhrens, and
Frotaccli-gormolled ighong, AL umits
anc vgquapad with oot Faeoreseen
Lamps and T8 lashong throughens,
Crarag and eddres Hphts are e d
seith phoncudt andior muoeron dorecor.
The windows e vinsl temed with
hipk perfornzawe i pune bowee .

ing that neduces hear gan whuke alow-

sively, These teatures sipnificantly
reduce the couling oad oo the ar on-
draorang systeme.

Y i Bogonund tald smowsh, 4l upics s
egupped with muisture-wensing harh-
ronnz exhaust fine that come on when
the bumidine excends 5300 and auno-
izatically s off when the humedin
less than 305 Addsonadly. the cnrire
vaetior of the units v wippal wghs
viper harret which further ads o the
provenrion of mold and sncrcees the
efhcenay b b neeomdinonins

iber partners ssewnited witly the
prencen b Plasiang, Powerlie

Ficvraw, istard Flosse Dunding Sup-

s, Arkes Mochanad, bonhn Conl

fond Torwss ] one Avchunaz.

f

it nagural Jaz‘hEhr . Calipgs 4 | Jmc Sqm e B

—~r—
. o
&
v
Lo —
-
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WINNER INSTITUTICNAL, MILITARY PROJECT

Plawan’s poegedt o

Crepiaoed

Cownb . few SRR
-t it Lbed warer dis-

~ The

wanhy s Thermal By Snraa o
wed e ar amd ower

The w conitd ol b plccd mulik

rtensbed B i wpsdew g ot

tuers Frarehs impr o it elboe nes, ower

L onproved candont

o wubin the g

ied ditus
i Tte
e terdbuck on e statos of the svaeme
g o nmel adpsomenis tghio

LR, MRS HAD T Ul
'

fuab o el

prific audy Lowenny HlCR ARG T

SRR O

witged wirh rhe prees

g by, Peart Harbor
RLHCET Peatl Ttazher
ot Technbgy

A bl e

GION HAWAIL, PEARL HARBOR NAVAL

WENNER MULTLFACILITIES/MILITARY PROJECT

Marine Corpn Base Hawan (MCPE!
complered several apnifoant enerpy
vinye propecs 4 Fange of Lacthte

These progects g inded smproves

ments oo areort hangar ghing
rorail anad warchouse faciigus ighe-
g, control 1ad e conditnig
sad metatiacen of energy sfficent
Lighuny 3o sobar water heating ia
new buusing unis.

Hangars were tetroficed with new

400w adpusrable dusi reflecwr metat
Rabde lighe fxrares, A dislinhting con-
ieed syt wan ipsasiled, which sutomat-
il mors off 1 nare o s when mt
Jwded Jite o sbeguan satlihe dhnogt
skendigirs wnd opets s e

The MCBH ret ol Exchange was

retrefined with 1 new energy etficient

arrconditwning sptem. This wncluded &
chuled water system, four air handling
nits, fan teoters, and vanable frequency

g 3 by

drive vnirs an the woof of the retal
Euch e wowe, Eowruy effickens metal
habide, wustable dial retiecton Lghr fix-
pims were wetatled i e Seage wade-

Lawstoms, Birtistune siose, Tojland amed o

dins fiverg [ ditien.

Exsending its commirment t offie
ciener w howsng, MOBH insratled T
larps with electrome hallasts, compact
fluvrescent lighting 3ad solar water

heatng in {84 new housing units.

SHIPYARD

$775,067
Apnual KWh reduction 3%
Payback Period 13.7 sy
HECO ReDates £434 000

Crbwr parraers amenczated wub rbs
propect: NORESC), O L,
seapblre Lighunz, Navy Teibdpe Wk

U irer, Prevasaon e L bt dung

Ansual Energy Savings 202,450 ket
Annual kKWn reduction A42%

Paybach Pencd 5.5 years
HECD Rebate $195.761
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PACRE usess Mews 13

HOKORABLE MENTIOR RESIDENTIAL/MILITARY
U.S. COAST GUARD THOMPSON HALL BERTHING FACILITY

The USCO A Station Barber's
faint recencly built the new
Thompson Hall Berthing Facibity 10
pravide Liviag accommedations for
sixteen people.

The faciliey w comprised of 6,900
square feet i a rwemstory complex. ic
Coﬂldin—‘ a Jlnlng ATed, Teuratlon
wom, 11 berthing rovms, storape, and
& aundry roven, The windows ane insu-
lated with biue-green tinted ghaing

anad e amon T 1o roduce bt ain.
The appirinces o the faundry room
are “Envrgy Star” rated. Lighting
throuphout the fagiliyy featuees baoth
Jimmable compact Muerescent bunpw
and LCD exit sizns. Mobion sensons
contol ights in che reserovms, faun-
dry, janitor, and sturage rooms. The
antic is insulated .ed the ool canopy
howses air-cooled condensing units.
Various chaseways and catwalks were

werrporased mito che baibling design
for vase of puinteesnce amd opuraton,
Ukther partoens assoxineed wirk this
project: ECH Eudberg Chnstiansen Heir
Jenreich Architeture {Seah ), 5
Eagmneenng and Constrection, Ing.

Anust Ermagy Saonge $10,312
Annual KW reduction 3
Paynack Penod 5.5 yuars
HECD Rehate 523

ECB-LITE

The Energy Covwservation Specialists
sabistes Kzneohe Marine Corp, Base
and the 1132 Bishop St Building for
the sefection and mstaitation of award
winning soesgy eficient fixares in
their facthues which were supplied
vy ECO-LITE. and recognired
with HECO and [ES (THwminating
Enetgy Niety) Awrts.

IRARTUNRE SR L | RN N

" gge 823 4271

Pow } Tawais lnirameataresn b { outrsls. Ja

!
R
P e e dd WAL
B
Applauds the
2004 HECO
FMERGY EFFICENT WINNERS

i
|

. Hyma instrumentation & Controts worked with -
Certras Pacfic Pis fo establish 2 buileng con- |

7ol system that is aconomecil and practical

|

i

POWERLIGHT

AoLAm mLNCTHIL REETARE

7054 Sar Pankn BAusrae Ferewley CaFforma » s pow "

{Ongite solar gigctric generation is a proven £ost-savings
snlution. With steadity incressing anergy rates, solar
alnctricity mosts the needs of Hawaii's businesses.

A PowerLight roottop, parking or ground-mounted sofar
alectric systsm is a turnkey solution.

POWERING BUSINESS AND GOVERNMENT
THROUGH SOLAR TECHNGLOGY

- Bn @ER T T

PowaerLight Carporation, the leading manufactuser of larga scale
solar electic systems and energy efficiency services invitas you
1o explore adding solar power to your energy portfolio.

Cak 866-737-6527 10 hind out how solar energy makes good sense
for your busiass.

S HA0 3552
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HONORABLE MENTION INSTITUTIONAL MILITARY PRCJECT
SCHOFIELD BARRACKS WASTE WATER MANAGEMENT

Schuofields Wastewater Treatment

Plant handles aif wastewater processing ‘ -9, - . o ﬁﬂ
P kil =L 1 a -

- — i’
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MAMNALO 70 THE JUDGES
OF THE 2004 ENERGY EFFICIENCY AWARDS

Mahalo 1o the judges for their nme and efforts spent reviewing apphcanons
snd visiting the sites.

Dr. Meick Yalcintas has m
uf expenence m consulting and academis

rhen Hftees years

Her articles have appewed 0 several techaaca]
joumabs tneluding intemarional foumal of Enetgy
Research and joumal of Smart Migenais nd Semac-
tares, Her most recent artack emdaled “Arniaat
Neural Nerworks Appli ot o Burldir s Eocens
Predicrions andd o+ Case Srudy for Tropaeal Clunane”
was subnutted for publication thir year

She s prinapat of AMEL Techaobaes oue

ordy served av comsaltaar with Cedre 3807

& Asseciater i Honodule nld

Melek Yalcintas, PhD

YA PO T

Perpsylvani She v

A LTINS

ery of Heating. Retrpeating and A
repiatered as 0 LEED® Accoradieed Tron

Clownac:d

. Yalosnass teceived her B8 and MT pom Middie L
sy Turkey tollowed by her PRl in M
sty in Perunsyivania. In her spare ruse, she enjovs anb

e ol Eqyrimey

Dt Stephen Medur waaches Jvsgr, oo

mental weefls At the Leiverany o

(e

- Mo
School of Architectge VoA and Soheal of Barh
Suenwe and Tecknehery A priscgad o The St

tecture Studns, be speashizes n duag, renewanh

energy and enengy efiicieno susnanzbic deagn cone
sulting.

D, Meder has desighed meegrated phetovoltaie
systess for the UR Navy and the Uoited Stares
Postal Service. He authored the cnergy cfficient
design chuprers fur the Hawan Advanced Buitding

Technohogy program, He was 3 pancpal aarbus for

Stephen Meder, AchD

the 1% Departamens of Enenn publicanon on “Pedr
sance and Combort s Hawan Homes™ and wes an advisory group wesber dar
the Staee of Hawait, Commerand Bulding Guidcline.
D Meder received hus Dvcnor of Architectire degree from the Universiey of
Hawais, Sucbond of Azchitectare. He as als the Dhrector of the Sehoul of Archr-
recture’s Envirorunental Systems Laborutary,

Ron Tolleson i the Manager of Facibties Engi-
neering at The (Queen’s Medical Conter (M),
He bus over 15 years of expersence in facilitee and
bhuilding managemunt. Over the Last few yean, he
was snstrumencal in Jeading the renovation projects
at WM In 2001, Queen’s was the recipient of the
HECO Encepy Efficient “Project uf the Year”
Award.

M. Tolleson's professional memberships include
the Hawau Suciety of Healtheare Engineers (Prsic
denir}, Amencan Socicty of Healtheare Enganesr-

ing, and the Rebudd Hawa Eacrgy Consorrm.,

Ronald Tolleson

He is qualified as 2 Cernibed Healthcure Faihizy Man-
aget, Water Disrribution System Opeeator, Univenal EPA Technueran, 20d Cern
fied Medical Gias Imspector. He serves as board taember of both the Moiluli
Neighborhood Board snd the Lniversity Plaza Gondamanuon Association,

He reverved his MBA from Hawai Patile Lhiversiy aud BA from the

Unuversity of Hawan

v i Son
e TRANE 11's vare ta stiy 7
' 845~

i

e

Kucs to the winners of the 2004 HECD Energy Eiicieacy Aearg ==

Congrataiations to Iolani School

Eor cesnmitmene o Faergy Ffficient Solutions

Mothaan 2! mpnce: ko boba s Sohok’ energy effan at o Starage Chilled Water Plos s
Dralfisvation SYTEMT, & Qb bide s ted g sE 00 an cnhance ko 2ruig SRV TEs:

'ECONOMY PLUMEING & SHEETMETAL INC.
- SLERD WIDE A1 CONDITIONTNG SERVICE - -

CONSTRUCTION COMPANY, INC.

D

l i
|

i ™

P

AREAD T YK

NBIT LS pEER
TR EEL

HAWANAN DREDGING —-
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fatitie Sur!‘zag Bester ex!u_!s its thanks s Hawaiian Builting ﬁziuianam {ar earning snatber prestigions taergy ({finiency Awari.
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Buiding tentlence HEC QO BOoth and Seminars

HECO, Hawaiian Electric Company,
Inc., Kula (gold) level corporate sponsor,
in addition to taking a booth presence on
the floor of the expo hall, will be filling
out an entire track of seminars focusing
on energy conservation and sustain-
ability. One of these serinars will look ar
three high performance LEED
{Leadership in Energy & Environmenral
Design) platinum level projecss,
providing an overview of each project, its
sustainability features and some of the
challenges each presents to the owner,
design team and construction team. The
projects are all locared in the Los Angeles
area.

Speaker, Tom Lunneberg, PE, vice
president of CTG
Energerics, Inc.
provides encrgy
efficiency
consulting,
analysis and
training 10 2
R varicty of commer-
cial and instite-
tional clients.
Lunneberg has
Tom Lunncberg provided training
to 2 number of clients on topics of
energy cfficiency and encrgy manage-
menz.

Rick Casault, president of Casauls
Engineering, will
be presenting a
special three-
hour seminar on
“Building
Commissioning
for High
Performance
Buildings.” The
serninar wilt be
* broken inw 2
one-hour intro-
ducrory session,
which \uﬂ give attendees a good overall
understanding of the topic, then moves
into a deratied two-hour session, which
covers current topics and shows atrendees

-

ENERGY
SOLUTIONS.

FOR BUSINESS
Hawaiian Electric « Giving you the power

how to incorporate commissioning in
their next projects. All serninars will
be eligible for AIA continuing educa-
tion credir.

g‘

. Provide complete material
fist 1o Manufacrurer,
including flashing trims &
aCCa5500es, prior 1o
delnvery of rocfing panels.

Tips to Make Your
Standing Seam
Roof Installation

- Profitable &
“.Beautiful

dedbvery o

NEIGHBOR ISLANDS &
MA!NLAND

WEBSITE

2004 AIASCSE Bulding frade Expo 35
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O\ |
2004 A/ G i
e £ :
Bsimr b EXPO Schedule 1
R SEMINARS o i ¢
TME HECO Practice Technical Design EXHIBIT HALL
8:00 ‘
15 Session 1A (HSW)}  Session iB (HSW} Secssion IC {HSW)}  Session LD :
Triple Platinum Case Studies in " Architectural Besuty in Function: ;
30 Room 3174 Construction Law Structural Precast Members’ Choice ! :
45 Room 3178 Room 318A Room 318B -Opening Ceremony
9:00 i 1 Exhibition Opens
15 Session 2A {HSW) Scsion 2B (HSW) Session 2C  (MSW)  Session 2D
30 Advanced Buildings ADA/UFAS: New Evaluating Floor Designing with
45  Room 317A and Updated  Performance "Local Culture and
10:00 Standards Room 318A Material f
5 3§ Room317B : Room 318B b
:45 '
11:00 -
15
:30
15 Honolulu Chapter Exhibition
30 Annual Basiness Meeting '
" Room 319A -
1:00 L=
15 }
30 :
45 i
200 cion3A  (HSW) Session 3B Session 3¢ (HSW)  Session 3D
15 Building CAD Management  Building Movement  Why Hawaii :
:30  Commissioning Issues Design Arxchitects Can/Cannot | ‘
&5 (Part A} Roam 3178 Room 318A Design 1 .
a.00 Room 3174 Room 318B ‘ E
15 Session 4A  (HSW}  Session 4B Session 40 Session 4D
30 Building Visions: Retocling ~ Weed Risk Ford Island ‘
:45  Commissioning for a Livable Assessment Development and ®
400 (Pant B} Honoluin Room 318A Renovation )
15 Room 317A Room 3178 Room 3188
:30 \
45 . .
5:00
H 1
30 Rocky Mountain
45 Prestress
6:00 All seminars qualify for one AIA/CSI LU. (HSW) indicates %" % Aloha Reception
115 the seminar qualifies for Health Safety and Welfare credit. S
e el Exhibits Closes
45
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TAKE THE LEED™ FROM US

Reflectod Daylight
Lightly Codored Sutfaces

e .

[ YOS

A hin

Transiucent Panels
Screens Direct Scenhght _ o -
Prowdes Protective Cavering -
AR S !
Diffuse North Light
- Indirect light Most of the Year
- illl] T
% t i —— \\
; ; .
= — [
- \ Controi Direct Sun for
- itical Tasks
y .
“ R TR B A B R RN, : RO AN, AT VPP LS P
Controls
Miller Havashi Architects Photocell Activated Switching

Optimize your sustainable energy design.

Planning to renovate or construct new facilities? Want to create a
superior indoor environment, control your energy use and demon-

strate environmental responsibility?

Let HECO's Design Assistance program help pay for professional
energy studies to identify energy-efficient options for your project. QOur
expert staff will LEED you to qualified consultants and be an asset to

your design team,

Call 94-POWER (947-6937) or visit heco.com

EnercySoLutions

Hawaiian Electric Company. inc.
Giving you the power

For more information on sustainable design, visit the LEED {Leadership in Energy and Emironmental Design’ website at www.ngbe.org
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o Our Mahalo to all our Sponsors

I\

AN
1A/ E

Bailding Trnde Expe

Poitating Cncell

STt MOND

P S
L Macsteel HawaianElectric Company, inc.

Rocky Mountain Prestress

% Bivs —
¥ % DEAWER _ INspiration _ e e
NG e e e
RosE
BiBA

e Home Convanianca Centor

Hanwanian
Bark

@ rzeﬂec@ By TRADE PGBLISHING COMPANY

OF = Modular Painter's Warehouse, Inc.
e KOHLER .sﬂﬂ".- BINNAZLE

@ KENZAL HISTRIBLTION
) CONCERTS
] -
= =1 ISLAND QUALITY NNt
) nunmmgsmn ) DA FLOOR TRACK INC.

AIA Honolulu ",rg,"‘

RS

Aenerizan Seciety of Landscape Architects Cement and Concrete Praducts Industry of Hawaii  Histaric Hawaii Foundstion
Associated Ruiders B Contractors, fnc., Contractors Assaciation of Kauai Ligkt Gauge Steel Frgineers Assaciatian - Rawsi

Hawaii Chagter Degartment of Business. Eoaramic Jevelopment Masanry Institute af Hawaii
Buiding Industry Assaciation of Hawai and Toarism ‘ National Kitchen § Bath Assn {NKBA!. Mloha Chapter
Building Industry Labar Assecietian General Sontractors Association Plumbing & Mechanizal Contractors Association
Busilding Gwners & Managers Assocation of Hawaii  Haweii Lumber Products 55“*_3“““ of Hawaii
American Louncil of Engineering fomparies Hawail Pacific Stee! Framing Aliance Sheet Metal Contractrs Assuciation

of Hawait (ACECH) Hawaii Wall § Ceiling Industry Asscciation West fahu Economic Development Association

£ Anne ava ~0 Paarlne rode R0
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The AOS 2005, at 4, states that “a revised forecast for CHP was developed that estimates CHP
impacts, based on the assumption that HECO will be allowed to begin installing CHP systems in
2006.”

a. Could HECQO have taken steps to accelerate the installation of CHP systems? Please
explain.

b. Please provide all documents that address HECO decisions regarding the timing of installing
CHP systems.

HECO Response:

a. HECO took a number of steps to accelerate the installation of CHP systems, including filing
of a utility CHP Program application in Docket No. 03-0366 in October 2003, and filing the
HECO-Pacific Allied CHP Agreement in Docket No. 04-0314 in October 2004. The
Commission suspended the CHP Program application as proposed by the CA in Order No.
20381, filed March 2, 2004. HECO then proceeded on the basis that review of utility CHP
agreements filed in accordance with Rule 4 of its tariff, such as that for the Pacific Allied
project, could be done in parallel to the generic Distributed Generation Investigative Docket
No. 03-0371, especially when warranted by customer circumstances. See HECO T-1, HECO
RT-1, HECO T-6, and HECO RT-6 in Docket No. 03-0371, to which the CA is a party. The
Commission’s January 21, 2005 suspension Order No. 21555 in Docket No. 04-0314 clearly
indicated that the PUC would not consider CHP agreements under Rule 4 until it had
substantially resolved the issues in Docket No. 03-0371. With this, HECO determined that it
would not be prudent to execute additional CHP agreements with customers until the
Commisston issued a decision and order in Docket No. 03-0371.

HECO continues to review and evaluate potential CHP projects in anticipation of a

fayorable ruline in Docket N, 03-037] . However oiven the incertainty cancerning the .
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future ruling, HECO has limited its CHP project development efforts primarily to that which
can be performed by internal HECO labor, putting on hold project development actions
which would involve commitment of significant funds. In this manner, HECO is taking
reasonable, but prudent, steps to accelerate installation of CHP. Considering that a final
decision and order in Docket No. 03-0371 has not yet occurred and the time required to
negotiate a CHP agreement, obtain permits, do final engineering, and to procure and install
equipment, HECO believes that it is reasonable to forecast that no utility CHP will be placed
in service until the second half of 2006.
. HECO objects to the request to provide “all” documents pertaining to HECO decisions
regarding the timing of installing CHP systems, on the grounds that the “decisions” regarding
the 1nstallation of HECO-owned CHP decisions are regulatory decisions made in dockets to
which the CA is a party. Moreover, as a general matter, (1) documents regarding HECO’s
CHP system plans contain proprietary commercial and financial information, and the
disclosure of such confidential information on a public basis or to entities engaged in the sale
of competing services could adversely impact the Company’s transactions with customers,
adversely impact the Company’s costs of doing business, and result in higher costs to
ratepayers; (2) the uncontrolled disclosure of proprietary information would give providers
of competitive services information useful in making their own marketing decisions, without
expending the time and money necessary to gather and develop the data, and would allow
providers of competitive services to profit or otherwise derive benefits at the expense of the
Company and its ratepayers; (3) requests that the Company produce “all” documents are

overly broad and unduly burdensome given the volume of documents (including e-mails,

agendas, power point presentations, etc.): (4) information nroduced nursuant $g suchzgguests
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could include preliminary and/or outdated analyses, which have been superseded by later
analyses that are more relevant to the subject-matter of this proceeding; and (5) many of the
documents contain information that is protected by the attorney-client privilege and/or the
attorney work product privilege.

The Companies also object to the production of customer-specific information on the
grounds that (1) such information is confidential and has been protected from disclosure by
the Commission in other proceedings, (2) in some cases, the customer specific information is
already subject to a protective order in another docket, and (3) the disclosure of such
information has not been consented to by the customers.

Without waiving such objections, please refer to the extensive record in Docket Nos. 03-
0371, 04-0314 and Informal Complaint No. IC-03-098, which the CA already has. Also,

please see the response to CA-IR-276 which explains the key considerations on CHP timing

that were taken into account in HECQO’s latest CHP forecast of March 2005.
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CA-IR-569
a. Please state what HECO will do to ensure that system reliability returns to the 4.5 years per

day standard in the event that there are further delays in proceedings before the Commission
addressing DSM and CHP programs.

b. Please provide a copy of any “contingency” or “action” plan that documents HECQO’s
plarmed actions under the contingency described in part (a), above.

HECO Response:

HECO cannot “ensure” that that system reliability returns to the 4.5 years per day guideline in
the event that there are further delays in proceedings before the Commission addressing DSM
and CHP programs. Even with the currently forecasted peak reduction benefits of energy
efficiency DSM, load management DSM, and CHP, HECO estimated that generating system
reliability would be between 0.9 and 1.6 years per day during the period 2005 to 2009, as shown
on page 17, Table 3, of HECO’s 2005 AOS report. HECO also analyzed illustrative scenarios in
which the estimated reserve capacity shortfalls would be higher (i.e., the LOLP results in
years/day would be lower.) In the meantime, HECO is proceeding with other actions and

_ mitigation measures as outlined on pages 24 to 27 of the 2005 AQS report. Please also refer to

—_—— = ————— pr——
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CA-IR-570
Please provide a copy of the (a) capital improvements and (b) maintenance budgets for each

HECO generating facility for the years 1999 through 2004.

HECO Response:

HECO objects to providing capital and maintenance budgets for prior years 1999 through 2002
on the grounds that the request is overly broad and unduly burdensome, the budget information
for prior years is voluminous and provision of such information would be time consuming and
serve no productive purpose in this proceeding. Providing variance to budget explanations was
raised as an issue by the Consumer Advocate in MECO’s 1992-1993 test year rate case, Docket
No. 7000. MECO (and essentially HECO and HEL.CO, or the Companies) and the Consumer
Advocate reached agreement in Docket No. 7000 to separate from Docket No. 7000 the Budget
Preparation Process/Budget Issues, including the type and amount of information to be provided
to the Consumer Advocate between rate cases. MECO and The Consumer Advocate agreed to
work together outside of Docket No. 7000 to resolve the budgeting and reporting issues. As a
result of the discussions to resolve the issues, among other things, the Companies agreed to
provide detailed recorded data files and forecast detailed data files for the link year as part of
each subsequent rate case filing. (See transmittal letters dated December 6, 2004 and March 28,
2005 in this proceeding indicating such information was provided to the Commission, Consumer
Advocate and Department of Defense. In addition, the Companies have provided as part of the
direct testimonies filed in the rate case, explanations of variances by activity, above a threshold,
between the budget prepared for the test year and the full year actual information. See for
example HECO-WP-601, HECO-WP-805, and HECO-WP-1033 submitted in this proceeding.

HECO has responded to numerous IRs regarding the variance explanations.) The Companies
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have provided a significant amount of information as a result of prior agreements in order for the
Consumer Advocate and the Comimission to determine the reasonableness of HECO’s test year
expenses. The Consumer Advocate should not need budget information for going back to 2000
in order to review HECO’s 2005 test year expenses.

Actual historical expenditures and year-over-year comparisons have been provided in CA-
IR-170 (Other Production O&M from 1986 — 2005TY), CA-IR-180 (2000 — 2005 Overhaul
Projects broken down by Labor, Material, Qutside Services and Overheads), and CA-IR-44,
Attachments 5 - 8 (2002 — 2004 Actual Projects direct labor and non-labor by RA). Capital and
O&M budget vs. actual variance explanations were provided for 2003 and 2004 in CA-IR-41,
Attachments 2 and 3 (2003 O&M and Capital budget vs. actual Variance) and CA-IR-42,
Attachments 2 and 3 (2004 O&M and Capital budget vs. actual variance). And lastly a revised
2005 overhauls schedule with changes to the capital and O&M budgets was provided in CA-IR-
43 Revised, pages 3 - 6 (2005 O&M and Capital budgets).

Notwithstanding HECO’s objection to providing historical capital and O&M budget
information from 1999 through 2002, the capital improvement and O&M budgets for years 2003
and 2004 are provided. The respective budget information is voluminous, therefore one copy
each will be provided to the Consumer Advocate, the Department of Defense and the Public
Utilities Commission under separate transmittal.

a. The capital expenditure budget for year 2003 is provided on pages 4 to 5.

b. The capital expenditure budget for year 2004 is provided in CA-IR-203.

¢. The 2003 Operation and Maintenance budget by NARUC Account and code block is
provided on pages 6 to 33. The list of the 2003 Operation and Maintenance projects only is

provided on page 34.
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d. The 2004 Operation and Maintenance budget by NARUC Account and code block is
provided on pages 35 to 80. The list of the 2004 Operation and Maintenance projects only is

provided on page 81.
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Due to the voluminous nature of the information, one copy (pages 4 — 81) will be provided to the
Consumer Advocate, Department of Defense and the Public Utilities Commission under separate

transmiftal.
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CA-IR-571

a. Please provide copies of all HECO documents dated between January 1998 and the present
that address the lead times for permitting new generating facilities.

b. Please provide copies of all HECO documents dated between Janunary 1998 and the present
that address HECO decisions to initiate the permitting of its next major generating facility
(e.g., the “Next Generating Unit Addition” discussed in the AOS 2005, at 5.

HECO Response:

HECO objects to the request to provide “all” documents dated between January 1998 and the
present which address the lead times for permitting new generating facilities and HECO
decisions to initiate the permitting of its next major generating facility, on the grounds tﬂat (1)
requests that HECO produce “all” documents are overly broad and unduly burdensome given the
volume of documents; (2) internal communications contain information subject to the attorney-
client and attorney work product privileges; (3) information produced pursuant to such requests
could include preliminary and/or outdated analyses, which have been superseded by later
analyses; and (4) “the next major generating facility” is not the subject of this 2005 test year rate

case. Without waiving this objection, HECO is willing to provide the following response.

N -

permits and approvals depending on the location of the proposed site. technology being
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- Date PSD Draft Final Permit Total
Project Permit | Application | Permit Permit Effective | Months for
No. Submitted | Issuance | Issuance Date Processing
MECO
Maalaea X1 PSD HI 5/13/86 5/1/87 10/5/87 11/4/87 18
and X2 86-02
Maalaea 12 PSD HI 2/23/87 5/12/89 | 11/17/8% 12/17/89 34
and 13 87-01
Maalaea 14 PSDHL | 4/20/90 9/12/91 1, 12/9/91 /892 1_ 21

=
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Until 2004, not all generation projects required environmental review, In 2004,
however, HRS Chapter 343 was amended to require environmental review for new or
expanded power generating facilities where the new fossil fuel-fired equipment’s output
exceeds 5 megawatts. Thus, all but the smallest fossil fuel-fired generation projects are now
subject to environmental review. The time required for acceptance of an Environmental
Impact Statement (“EIS”) can vary, depending on the circumstances of the project. For
example, for MECQO’s Waena Generating Station EIS, the EIS preparation notice was
published on March 8, 1997, and the Final EIS was accepted by the County of Maui in
November 1997 (approximately eight months). For HELCO’s Keahole Generation
Expansion EIS, the EIS preparation notice was published on September §, 1992, and the
Final EIS was accepted by the State Department of Land and Natural Resources in January
1994 (approximately 16 months). In addition, although not a generation project, the EIS
process for the proposed Kamoku-to-Pukele Transmission Line Project took 21 months from
inception to acceptance.

No specific studies have been prepared other than a general review of historic time
pertods for CS/PSD review and EIS approval for HECO, MECO, and HELCO projects, as
indicated in the response to part a. above.

Within every project schedule, there are items that make up the critical path. Critical path
items are those that cannot be delayed without delaying the finish time for the entire project.
Typically, critical path items have dependencies upon each other and, therefore, such items
often have to be done sequentially. There are currently two parallel critical paths identified
for commercial operation of the next generating unit in 2009. The first path starts with the

covered source permit and the second critical path starts with Commission approval to
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commit funds in excess of $2,500,000. Following completion of these two items, the critical
paths merge and include lead time to receive the combustion turbine, and construction/start-
up/testing. Other project required/regulated permits and approvals (e.g, EIS, conditional use
permit, building permits, etc.) and tasks, while necessary to complete the project, have some
flexibility as to when they may be completed while still allowing the estimated project
service date to be met, but they could become critical path items if significantly delayed or
their schedule is affected by compression of other critical path items.

HECO began efforts to obtain the Covered Source Permit (“air permit™) for a nominal
100 MW simple-cycle combustion turbine in January 2003. HECO submitted an initial
application for the air permit with the State of Hawaii Department of Health in October
2003. The decision to submit the application for this generating facility in October 2003
was based on the critical path items in the schedule to maintain an in-service date of 2009,
consistent with HECO’s IRP-2 (1998) and IRP-2 Evaluation Report (2002). As can be seen
in the above table, the time to obtain a final covered source permit following submittal of
the application can vary significantly between projects. At the time the covered source
application was submitted for the next HECO generating unit, the schedule for the Maalaea
17 & 19 units was considered to be “typical”. Therefore, it was estimated that it would take
approximately 49 months to obtain a final covered source permit including appeal.
Following receipt of permits and approvals, the estimated lead time to receive the

combustion turbine is 12 months. This lead time was based on feedback from the candidate
combustion turbine vendors regarding standard industry delivery schedules for this size of
unit.

To estimate the time to complete construction, start-up and testing following receipt of
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the combustion turbine, HECO received input from its engineering consultant (Sargent &
Lundy), who is very experienced with developing and implementing schedules for
construction of the type of facility that HECO 1s proposing. Through this consultation with
Sargent & Lundy, the time for these tasks was estimated at 9 months.
The total time of these critical path items, which are to be accomplished in series, is 70

months. Therefore, by starting the covered source permitting process in October 2003, the

estimated commercial operation date of the new unit is July 2009.
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CA-IR-572

a. Please provide copies of all HECO documents dated between January 1998 and the present that
address the lead times for engineering new generating facilities.

b. Please provide copies of all HECO documents dated between January 1998 and the present that
address HECO decisions to initiate the engineering of its next major generating facility (e.g.,
the “Next Generating Unit Addition™ discussed in the AOS 2005, at 5.

HECO Response:

HECO objects to the requests to provide “all” documents dated between January 1998 and the
present that addresses the lead times for engineering new generating facilities and HECO decisions
to initiate the engineering of its next major generating facility, on the grounds that (1) requests that
HECO produce “all” documents are overly broad and unduly burdensome given the volume of
documents; (2) internal communications contain information subject to the attorney-client and
attorney work product privileges; (3) information produced pursuant to such requests could include
preliminary and/or outdated analyses, which have been superseded by later analyses; and (4) “the
next major generating facility” is not the subject of this 2005 test year rate case. Without waiving
this objection, HECO provides the following responses.

a. Since engineering of new generating facilities is not typically a critical path item in a project
schedule, HECO does not track the lead time for this item.

b. Some amount of preliminary engineering is required to support the permitting processes for a
new generation facility. For example, to submit a complete covered source permit application a
preliminary plant layout with stack location, stack size, and height of structures in vicinity of
the stack is required. Preliminary engineering is also needed to produce visual renderings of
the proposed project for community presentations and to estimate the total project cost for the
PUC application. Therefore, the decision to initiate engineering was based on supporting the
permitting and approval processes necessary to meet a commercial operation date of 2009 (see

HECO’s response to CA-IR-571).
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CA-IR-573

The AOS 2005 states at 5-6 that HECO anticipates reserve capacity shortfalls in 2005 and
projects these shortfalls to continue at least until 2009.

a. Please identify the earliest date by which HECO is projecting that it will re-attain the “4.5
years per day” reliability standard.

b. Please identify the earliest date by which HECO is projecting that it will re-attain a “7.0
years per day” reliability standard.

¢.  How much incremental generating capacity (i.e., relative to existing generating capacity and
existing resource commitments) would be required to re-attain the 7.0 years per day”
standard in the year identified in the response to part (b), above.

HECO Response:

a. The earliest date by which HECO is projecting that it will re-attain the “4.5 years per day”
reliability guideline is 2009, predicated on (1) actual peak demands not exceeding the
forecast provided in the 2005 AOS report; (2) acquiring the forecasted peak reduction
benefits of energy efficiency DSM by 2009 (provided Commission approval is obtained to

continue with the programs); (3) acquiring the forecasted peak reduction benefits of load

management DSM by 2009; (4) acquiring the forecasted peak reduction benefits of utility
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v is 4.5 years per day.
The table below provides results if the reliability analysis done for the 2005 AOS is
eyfepded bevond 2000 hv assumino that a combustion furhine is added in 2009, Thelune

2004 short-term peak forecast was used in the 2005 AOS Report for thg years 2005 to 2009.
In order to extend the analysis beyond 2009, the February 2004 long-term forecast (which
was used for HECO IRP-3) is used for the later years, because that is the latest available
long-term forecast.

The results of the generating system reliability analysis for the years 2009 through
2011, assuming either a 76 MW combustion turbine or a 107 MW combustion turbine is

installed, are shown below.

Projected Generating System Reliability,
Years per Day
Year 76 MW CT in 2009 | 107 MW CT in 2009
2009 4.8 4.8
2010 6.1 9.9
2011 12.8 21.3

As indicated in part b above, an addition of a 76 MW nominal combustion turbine in 2009
(together will all other assumptions given in HECO’s 2005 AOS report) will result in an
increase in generating system reliability above 7.0 years per day in 2011. Generating system
reliability will be above 7.0 years per day in 2010 1f a 107 MW unit is installed in 2009.
HECO has not quantified the amount of capacity needed to achieve exactly 7.0 years per day

in these years.
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CA-IR-Y74

Regarding the AOS 2005 and the “Action Plan and Mitigation Measures™ identified at 24:

a,

b.

Please provide a status report on each mitigation measure.

Please identify the incremental capacity contributions that HECO projects from each
mitigation measure for each year 2005 through 2009.

HECOQ Response:

a.

DG at HECO Sites —~ HECO has filed air permit applications with the State Department of

Health for three of the five candidate DG sites described in the response to CA-IR-441 part
b, and is in the process of preparing air permit applications for the remaining two sites.
Concurrently, HECO is secking required approvals from the City and County of Honolulu
Department of Planning and Permitting. Engineering design and system interconnection
studies are in progress. Please also refer to rate case updates filed with the Consumer
Advocate, Department of Defense and the Commission on May 5, 2005 which describes the
background to the DG mitigation measure and associated costs, and HECO’s responses to
CA-IR-441, CA-IR-446 and CA-IR-558, parts ¢., d., and e.

Demand Load Response Program, Residential Air Conditioning Load Control Program and
Public Notification Program — Please refer to HECO’s response to CA-IR-446, part a., tems
8,9 and 10.

DG at HECO Sites — Please refer to HECO’s response to CA-IR-535, part a., for the

projected incremental capacity contribution from DG at HECO sites.

Demand Load Response Program, Residential Air Conditioning Load Control Program and

Public Notification Program — At this time, HECO does not have estimates for incremental

peak load reduction contributions from these mitigation measures. Please refer to HECO’s
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response to CA-IR-535, part c.
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CA-IR-575

Ref: Schedule PP — Large Power Primary HECO-WP-304, page 124.

For each month in 2004, please provide in electronic format, for each customer in the Large
Power Primary Voltage Service, in rate class Schedule PP, the following:

a. KWh;
b. KVARh;
c. kW,

7 & Power Factor (%), nlease indicate whether this amount js actyal.oran. estimate: —

f.  Energy Charges (8);
g. Power Factor Adjustment Rate (%); and

h. Power Factor Adjustment ($).

HECO Response:

See the accompanying electronic file, “Response File for CA-IR-575”, provided under separate
transmittal. Please note that the Power Factor (%) is an actual, and the responses to (d) and (g)

above are identical.
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CA-IR-576

Ref: Schedule PP — Large Power Primary HECO-WP-304, page 124.

Lo mmnle FTTT N el eyt qi _I,_.,,.i-d_i ‘iﬂ irn_?um.

e

a. Rated Capacity.

b. Rated power factor (%) (at rated capacity in 1).

¢. Exciter rating (kW).

d. Original cost and accumulated depreciation costs for FERC Account numbers 314 and 344
for each HECO generating unit. Breakout the cost of the generator, steam turbine
(if applicable) and exciter.

e. Please provide the range of the rated power factor, from leading to lagging.

f.  Please provide the range of the rated VAR capability, from leading to lagging.

g.  What is the minimum generation (kW)?

HECO Response:

a. For the “rated capacity,” please refer to HECO-WP-406. The values represent Normal Top
Load (“NTL”) ratings. Please refer to HECO's response to CA-IR-127 filed on
April 14, 2005 with the Consumer Advocate and the Department of Defense for the
definition of NTL ratings.

b. See HECO’s response to CA-IR-127 part b. for the HECO generator nameplate rated power
factors.

c. The “exciter rating (kW) does not contribute to the generator “rated capacity” listed in
HECO’s response to part a. above.

d. The table below provides the Account 314 plant balances as of December 31, 2004.
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Account 314
Plant Balance as of

12/31/2004
Honolulu $13,843,791.87
Kahe $66,868,450.69
Waiau $34,961,558.18

Total $115,673,800.74
Total accumulated depreciation for Account 314 as of December 31, 2004 is
$84,467,999.25. The Account 314 plant account information is available only by location.
HECO does not have a breakdown by individual generating unit.

The table below provides the Account 344 plant balances as of December 31, 2004.

Account 344
Plant Balance as of
12/31/2004
Honolulu $0.00
Kahe $0.00
Waiau $5,379,110.80

Total $5,379,110.80
Total accumulated depreciation for Account 344 as of December 31, 2004 is $4,657,614.49.
The Account 344 plant account information is available only by location. HECO does not
have a breakdown by individual generating unit.

The requested breakouts by the cost of the generator, steam turbine and exciter are not
readily available. This is because the equipment, when originally purchased, were provided
by a single vendor as part of a single package for a single lump sum price without
breakdowns for individual components. For example, please see pages 5 to 10 to this
response, for Order No. 12950, dated February 16, 1945, to Westinghouse Electric and
Manufacturing Co., for the Waiau Unit No. 3 turbine, generator and exciter. The order
includes numerous items, including the turbine (page 5), generator (page 8) and exciter

(page 8). The lump sum price of $639,420.00 is given on page 10.
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e. The range of rated power factor, from leading to lagging, is listed in the table below. The

range listed below is for the generator nameplate rated MW capacity listed in HECO’s

response to CA-IR-127 part b.

Hon 8 0.80 lagging to 0.99 leading
Hon 9 0.85 lagging to 0.99 leading
Waiau 3 0.87 lagging to 0.95 leading
Waiau 4 0.87 lagging to 0.95 leading
Waiau 5 0.85 lagging to 0.96 leading
Waiau 6 (.85 lagging to 0.96 leading
Waiau 7 0.85 lagging to 0.90 leading
Waijau 8 0.85 lagging to 0.90 leading
Whaiau 9 0.90 lagging to 0.99 leading
Waiau 10 0.90 lagging to 0.99 leading
Kahe 1 (.85 lagging to 0.92 leading
Kahe 2 (.85 lagging to 0.90 leading
Kahe 3 0.85 lagging to 0.99 leading
Kahe 4 0.90 lagging to 1.00 leading
Kahe 5 0.85 Jagging to 0.92 leading
Kahe 6 0.85 lagging to 0.95 leading

f.  The range of rated VAR capability, from leading to lagging, is listed below. The range
listed below is for the generator nameplate rated MW capacity listed in HECO’s response to

CA-IR-127 part b.

Hon 8 37.5 MVAR lagging to 6.5 MVAR leading
Hon 9 33.7 MVAR lagging to 8.5 MVAR leading
Waiau 3 28.4 MVAR lagging to 17.0 MVAR leading
Waiau 4 28.4 MVAR lagging to 17.0 MVAR leading
Waiau 5 33.7 MVAR lagging to 15.5 MVAR leading
Waiau 6 33.7 MVAR lagging to 15.5 MVAR leading
Waiau 7 50.6 MVAR lagging to 39.1 MVAR leading
Waiau 8 50.6 MVAR lagging to 39.1 MVAR leading
Waiau 9 24.8 MVAR lagging to 7.0 MVAR leading
Waiau 10 24.8 MVAR lagging to 7.0 MVAR leading
Kahe 1 50.6 MVAR lagging to 34.2 MVAR leading
Kahe 2 50.6 MVAR lagging to 39.2 MVAR leading
Kahe 3 53.2 MVAR lagging to 9.0 MVAR leading
Kahe 4 44.0 MVAR lagging to 7.0 MVAR leading
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Kahe 5 83.7 MVAR lagging to 56.3 MVAR leading
Kahe 6 83.7 MVAR lagging to 45.4 MVAR leading

g. Please refer to HECO-WP-406.
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CA-IR-578

Ref: Schedule PP —Large Power Primary HECO-WP-304, page 124,

Please provide the original cost and accumulated depreciation cost for all capacitors on the
HECO system (HECO owned).

HECO Response:

The original cost of substation power “capacitor banks” in substations for reactive support of the
power system and to improve the overall system power factor as of December 31, 2004 is
$4,747,566. Accumulated depreciation is available only by plant account. HECO does not have

a breakdown of accumulated depreciation by property units.
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Ref: Schedule PP — Large Power Primary HECQO-WP-304, page 124.

a.

Please provide the actual system VAR flow at the time of the annual peak load in 2003 and
2004.

Please provide the annual peak demands in 2003 and 2004 (including date and time of
peak).

HECO Response:

d.

The actual VAR flow on the HECO transmission system at the instantaneous peak megawatt
demand for 2003 was 613 MVAR. For 2004, VAR flow on the HECO transmission system
at the instantaneous peak megawatt demand was 596 MVAR. The MVAR value provided is
the sum of the "gross" MVAR output from the HECO generators plus the "net” MVAR
output from the IPP generators. Noté, the VAR flow on the HECO subtransmission system
and distribution system will be different due to VAR losses, VAR injection by line and cable
charging, VAR injection by capacitors, customer VAR loads served at higher voltage levels,
etc.
The following are annual system peak demands for 2003 and 2004:

Year System Peak (MW, Gross Generation) Date Time

2003 1284 10/27/03 18:42
2004 1327 10/12/04 18:49
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Ref: Schedule PP — Large Power Primary HECO-WP-304, page 124.

a. Please provide the actual MW and MV AR output of all HECO generating units at the time
of the annual peak load for 2003 and 2004.

b. Please provide an hourly actual MW and MV AR output of all HECO generating units for a
recent 24-hour period.

HECO Response:

a. The annual peak load for 2003 occurred on October 27, 2003. Please refer to the attached
report, pages 2 through 6. The individual units are grouped by columns, identified by the
headings {(e.g., “Waiau 6” on page 2). Provided for each unit are columns for “GROSS
MW?” and “GROSS MVAR”. Refer to the row under “SYSTEM PEAKS” labeled “18:42”,
to locate the MW and MV AR value for each HECO unit at the time of the 2003 peak. The
annual peak load for 2004 occurred on October 12, 2004. Please refer to the attached report,
pages 7 through 11. The individual units are grouped by columns, identified by the headings
(e.g., “Waiau 6” on page 7). Provided for each unit are columns for “GROSS MW and
“GQROSS MVAR”. Refer to the row under “SYSTEM PEAKS” labeled “18:49”, to locate
the MW and MV AR value for each HECO unit at the time of the 2004 peak.

b, The revoxt for a recent 24-hour neriod (4/12/03) is attachedonnaces 12 throneh 16 and

provides the same information as requested in part a.
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Ref: T-1, page 28, Revenue Increase Allocation.
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level of base rate system increase” cannot be provided as this would entail changes in the
revenue requirements such as the system rate of return corresponding to the hypothetical
$50.0 million increase, which is required in applying the HECO criteria.
HECO does not have an updated revenue requirements calculation to reflect the known
changes to its filing including the removal of DSM costs that would be recovered through a
surcharge. HECO will be providing an updated revenue requirements calculation with its
rebuttal testimonies. Thus, HECO will provide its proposed class distribution of its revised
overall increase with its rebuttal testimonies.
See part ¢ above.
Consideration of how the total rate increase will impact each customer class should be
weighed 1n comparison to the impact on the total electric bills for the customers.
The Commission’s orders that are responsive to HECO’s criteria for the rate increase
allocation to customer classes include the following:
1. PUC Decision & Order No. 11317, Docket No. 6531, issued October 17, 1991, pages
179-193.
2. PUC Decision & Order No. 13704, Docket No. 7700, issued December 28, 1994, pages
99-101.
3. PUC Decision & Order No. 11699, Docket No. 6998, issued June 30, 1992, pages 175-
181.
4, PUC Decision & Order No. 11893, Docket No. 6999, issued October 2, 1992, pages 98-
102.
5. PUC Decision & Order No. 7553. Docket No. 4393, issued May 27, 1983, pages70-71

6. PUC Decision & Order No. 8179, Docket No. 4833, issued November 23, 1984, pages
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63-64.
7. PUC Decision & Order No. 7678, Docket No. 4536, issued September 16, 1983,

pages137-141.
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CA-IR-582

Ref: HECO web at http://www.heco.conﬁCDA/JVN/JVN Shell/.

According to the Company’s internet postings, the following positions were open as of April 7,
2005: Control Technician, Director of Internal Audit, Financial Systems Analyst, Industrial
(Power Plant) Journey Electrician, Insulator, Machinist, Operations & Maintenance Engineer,
Pipefitter/Boiler Mechanic, Planning Engineer, Power Plant Mechanical Engineer, Sr. Resource
Planning Analyst, Structural Engineer, Transmission & Distribution Standards Engineer, Welder.
a. Please state whether each such position was included within test year expenses.

b. If yes, was the position filled throughout the year 2005,

¢. Provide the approximate test year wage and benefits expense by NARUC account

attributable to each such budgeted position.

HECO Response:

a.  All positions except for the Power Plant Mechanical Engineer were included in the test year.

b. Positions were included in the test year as if filled throughout 2005.

¢.  When test year wage and benefit information was available by labor class only, approximate
amounts for the budgeted positions were determined by dividing the labor class information
by the number of employees included in the respective labor classes. Approximate test year
wage and benefits expense by NARUC account attributable to each budgeted position
except the Sr. Resource Planning Analyst position is provided on page 2. HECO’s response

for the Sr. Resource Planning Analyst position is provided in CA-IR-601.
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Ref: HECO-WP-303 and CA-IR-167, page 4, Field Collection Visits.

The workpaper indicates estimated field collection visits under proposed rates of 16,608.
However, CA-IR-167 appears to support a “Total Attempts” volume that is somewhat higher in
cach of the years 2002 and 2003. Please explain this difference and provide support for the
16,608 value that was used, or admit that some other stated volume is more appropriate.

HECQO Response:

The support for the estimated field collection visits under proposed rates of 16,608, is shown on
HECO’s response to CA-IR-167, pages 3 and 4. The transactions shown for successful field
collections on HECO’s response to CA-IR-167, page 3, are based on actual transactions billed
over the five years, 1999-2003. The 40% amount, which is based on two years of data shown on
HECO’s response to CA-IR-167, page 4, 1s used to adjust the billed field collections transactions
of 6,643 to the estimated field collection attempts at proposed rates, 16,608. This method of
estimation makes a linkage between the billing transactions for field collections at present rates

and the billing transactions for field collections at proposed rates.
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Ref: Response to CA-TR-374.and CA-TR-375: “Potgptial” dder customere

Several of the referenced Rider customers are indicated to be “potential” customers anticipated
to be added in 2005 for which the Company does not presently have contracts for rider service
discounts. Other CHP and EDR customers are similarly “potential” discount recipients and
expected to be removed from the Company’s filing. Please provide the following information:

a. Identify each rider discount customer within each rate schedule in HECO-WP-2223 where
the Company cannot presently document the existence of a Rider service arrangement.

b. Explain whether or not the calculated revenue discount for each customer identified in
response to part (a) is, or is not, properly removed from the test year revenue calculations.

¢. For each test year Rider customer identified in response to part (a) that HECO proposes to
not eliminate from the revenue discount calculations in HECO-WP-2223, please provide an
explanation of all reasons why a full year of discounted service remains a reasonable
assumption for the customer.

d. Provide complete copies of all documents associated with your response to part (¢).

HECO Response:

a. There is no HECO-WP-2223. There are 14 potential rider customers. The Schedule J

potential rider customers are shown on HECO-WP-304, page 55. There are three potential

Rider EDR J1; and one CHP customer - CHP J1. The Schedule PS potential rider customers
are shown on HECO-WP-304, page 111. There is one potential Rider I customer - Rider I
PS1; and three potential CHP customers - CHP PS1, CHP PS2, and CHP PS3. The

Schedule PP potential rider customers are shown on HECO-WP-304, page 126. There are
two potential Rider I customers - Rider I PP3 and Rider I PP4; and three potential CHP
customers - CHP PP1, CHP PP2, and CHP PP3.

b. HECO has decided to remove CHP projects and EDR customers from this docket, so these



CA-IR-584

DOCKET NO. 04-0113

PAGE2OQF2
revenue estimates, as indicated in HECO’s response to CA-IR-375. The other potential rider
customers identified in subpart (a) of this response, three Rider M customers and three Rider
I customers, and their associated revenue impacts, will continue to be reflected in the
estimate of test year revenues.
Potential rider customers are appropriately included in the test year estimates to anticipate
the growth in participation in existing rider programs and in proposed rider programs {(such
as the proposed modification to Rider I). There were 28 rider customers included in the
1995 test year estimates in HECO’s last rate case, Docket No. 7766. There are 63 rider
customers included in the original 2005 test year estimates (after removing the EDR and
CHP customers), including 57 existing rider customers. There is an additional Rider M
customer (Schedule J), acquired in April 2005, that will also be included in the revised 2005
test year estimates. There is no estimate of Rider M savings for this customer at this time.
Rider M savings are dependent on the customer’s performance, the ability to curtail demand
during the priority peak hours. The test year estimate of Rider M savings for this additional
customer will be based on the available actual monthly bills (first Rider M bill for this

customer is expected in May 2005).

There are no other documents associated with the response to subpart (c) above.
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CA-IR-585

Ref: Response to CA-TR-332, HECO-WP-303 and HECO-1320, Six Properties Gain on

Sale.

In Decision and Order 16935 in Docket No. 98-0314, the Commission approved the sale of
several properties, four of which are reflected within test year amortization revenues. Please
provide the following information regarding these properties:

a. Current status of efforts to sell the “old” Waianae Substation Site and all known sale price,
gain on sale and amortization amounts associated with any such sale.

b.  Current status of efforts to sell the Kahaluu Transmission Corridor and all known sale price,
gain on sale and amortization amounts associated with any such sale.

HECO Response:

.a‘ HECO has not yet sold the “old” Waianae Substation site. Earlier efforts to market the
property failed to find a buyer. A new plan to market this property is being considered.
b.  HECO has not yet sold the Kahaluu Transmission Corridor property. Earlier efforts to
market the property failed to find a buyer. A new plan to market this property is being

considered.
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. “Operators” comprised of the following positions. Specific counts of each position
are not provided due to the closed line of progression (i.e., each Station has its own
line of operator progression) where operators from the bottom fill higher level

operator positions based on semiority. Eventually vacancies are created at the lowest

operator position which is the Equipment Operator.

Shift Supervisor. Refertanaees 4-6

e Control Operator. Refer to page 7.
e Junior Control Operator. Refer to page 8.
o Equipment Operator. Refer to page 9.
e Utility Operator. Refer to page 10.
. “Maintenance Supervisor” (1) for the Honolulu Station. Refer to Position Description
on pages 11-13.
. “Day Crew” is comprised of the following trades and crafts positions.
¢ Kahe - Pipefitter Mechanics (2). Refer to Position Description on page 19.
e Waiau - Sr. Electrician (1) and Control Technicians (3). Refer to Position
Descriptions on pages 15 and 20, respectively.
. “Night Shift Supervisor” (2). Refer to pages 11-13.
. “Night Crew” for Kahe and Waiau Stations comprised of the following trades and
crafts:
¢ Electrical Working Foreman (2). Refer to page 14.
* Boiler Working Foreman (2). Refer to page 16.
* Machinist Working Foreman (2). Refer to page 16.

e Machinist (2). Refer to page 17.
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Sr. Electrician (2). Refer to page 15.

Pipefitter Mechanic (2). Refer to page 19.

Certified Combination Welder (2). Refer to page 18.

Control Technician (4). Refer to page 20.

6. “Crew” refers to vacancies in the Travel Crew. The 12 positions in HECO-623 are

comprised of:

L

Machinist Working Foreman (1). Refer to page 16.
Senior Electrician (1). Refer to page 15.

Machinist (1). Refer to page 17.

Certified Combination Welder (1). Refer to page 18.
Control Technician (1). Refer to page 20.

Helper (1). Refer to page 22.

Insulator (2). Refer to page 21.

Condenser Cleaner (4). Refer to page 23.

Position descriptions were provided in b. above.
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Position Title: Supervisor, Shift
Department: Operations & Maintenance
Reports to: Sr. Supervisor
Job Code: | S2081 FLSA: |E
Role: | TS Daye: | 04-21-99

eration of the power generating station to ensure safe, reliable, and
cost effective generation of electricity to meet system demands while complying with all applicable
safety and environmental regulations and laws.

Honclulu 8/8 - Two steam units

Waiau 8/§-  Six steam units and two CTs

Kahe S/S - Six steam units

ob Resporsibiiie e
* 25% Directs and supervises the shift operating personnel (including performance

appraisal, teamwork and self-directed worldorce, two-way communication, training
and development, safety, and discipline) at the generating plant during normal and
abnormal operating conditions, starting, and shutting down of units and equiprnent,

* 20% Responsible for isolating of mechanical and electrical equipment for safety and
maintenance repairs.

* 20% Investigates, evaluates and makes verbal reports and written work requests {0
locate and define malfunctioning equipment, controls, systems and instruments.

* 15% - Coordinates and supports activities with system operations, maintenance,
technical- personnel for operating, maintaining, testing and overhauling the
generating units,

* 5% Maintains accurate and complete log of all events occurring on the station during
shift concerning equipment or personnel.

* 5% Enforces operating policies and procedures; administers shift and overtime
schedules; coordinates and complete timecards.

¥ 10% Ensures plant operations are in compliance with all federal and state regulations.

Interacts with zll employees and other internal and external suppliers and
customers in a positive, supportive, and collaborative manner, to ensure the
fulfillment of Company sirategic objectives.

Supports two-way communications to ensure a focused and well-informed
workforce.

Promotes teamwork and self-directed workforce to support quality initiatives
and Company vision and values.
* Denotes a *Fundamental Responsibiity”

This pesition description in no way states or implies that these are the only duties/functions to be performed by the incumbent.
Employee wilt be required to follow any other job-related duties/functions assigned by the sapervisor

COMPENSATION DIVISION SAPD\PDFORM (JUNE 1994)
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Supervisor, Shift S2081

» Thorough working knowledge in the operation of generating units and systems, electrical system,
operating policies and operating emergency corrective procedures.
Good working knowledge in the area of maintenance of the generating units and systems,
Working knowledge of personal computers and/or mainframe systems and related software
applications.
Knowledge of the requirements for compliance with State and Federal environmental regulations,
» Completion of the ICS Generating Station Operator curriculum (or Company approved equivalent).

Skills Requirements

*  Ability to effectively comrnunicate with all levels of intermal and external custorners - both verbally
and in written communication.

* Able to read, comprehend and utilize technical publications such as manufacturer’s instruction
manuals, unit data books, blueprints and piping and instrument diagrams,

+  Supervisory/leadership skills and abilities to work with a variety of individuals dealing with sensitive,
difficult or confrontational issues.

+ Troubleshooting skills to determine operating and maintenance problems with the units and equipment.
Ability to remain flexible in a demanding work environment and adapt to rapidly changing priorities.
Ability to handle difficult or sensitive issues while using tact, courtesy, and discretion.

Experience Reguirements
Several years (3-5) of operational experience as a control room operator or eguivalent,

Requirements are representative of minimum levels of knowledge, skills, and abilities. To perform the position successfully, the incumbent will
need to demonstrate the use of these knowledge, skiils, and abilities at an "Effective” level.

|

4

"

3



Superviser, Shift S2081

Only iterns that are nec
"F for Frequently:
"Q" for Occasionally:

F | Standing

F { Walking

F | Sitting
Clirnbing Ascending or descending ladders, stairs, or other

F objects.

o Baiancing on narrow, stippery, or ematically moving
surfaces,

F Stooping, kneeling, crouching, crawling,
and/or squatting

F | Handling Working with hands, arms or fngers.

o Feeling Perceiving attributes such as size, share,
temperature or texture.

F | Ability to follow written/oral instructions

puy

"fundamental” responsibilities of the position.

Extreme Cold cold temperatures for an hour or mare

F | Extreme Heat wamvhior wemperetures for an hour or

mhore

O | Wetness

Use of personal protective equipment (hard
F | hats, respirator, leather gloves, rubber glove, safety
shoes, nomex. clothing)

o Work in emergency/potentially "high stress”
situations

Noise At least 80 decibels

CA-IR-586
DOCKET NO. 04-0113
PAGE 6 OF 23

ssary to perform the "ﬁxhda&xcmai" respounsibilities of the position 2re indicated.
Daily, several times a week, weekly
Monthly, Couple times a year

['F | Lifting/Carrying beiow 25 Ibs.

26 to 50 Ibs.
above 50 lbs.

o I ke 1 B < B M o}

Vision acuity ihe ability to see clearly 20 feet or more
Color vision the abitity to identify and distinguish
different colors.

Night vision the abitity to perform work at night with the
use of portable lighting.

Talking

Hearing

Ability to perform simple, repetitive tasks for

an extended period of time

Ability to perform complex and varied tasks
for an extended period

The employ will be xposed to the following environmental conditions in performing the

Working Outdoors mey be during prevailing
weather/climate conditions

Hazardous Conditions pountially life-threatening
situations

Work above 5 feet

Work above 70 feet

Work on mountain trails/cliff sides

Job responsibilities are subject to possible modification to reasonably accommodate individuals with disabilities.

Some job requitements may exclude individuals who pose a direct threat or significant risk o the health apd safety of

themselves or other individuals.

This position description in no way states or implies that these are the only duties'functions to be performed by the incumbent.
Employee will be required to follow any other job-related duties'functions assigned by the superviser

COMPENSATION DIVISION SAPD\PDFORM (JUNE 1994)
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b
WAGE FILE CODE: T154JD
FOR WAGE ADM. USE:
' PAY SCHEDULE: SINGLE RATE
SHIFT
HAwAIIAN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION
JOB CODE: T154 STATUS: ADA Revision
POSITION: CONTROL OPERATOR
DEPARTMENT: Power Supply Operations & Maintenance | REPLACES:  T154 appr. 1/30/64
SUPERVISED BY:  Shift Supervisor
Operates high pressure steam generator automatically and/or manually. Operates turbo-generator, main and
auxiliary controls, Supervises the Jr. Control Operator and Equipment Operator. Cooperates with the Load
Dispatcher.
FUNDAMENTAL RESPONSIBILITIES:
Must have sufficient knowledge of generating units to which assigned and of the proper operation to carry out the
. il O o i .
- — F e  RRRS———————————————_—Go—o_e__GLhSGSeo;,)LGhb,, — h2™_h bk _sw Ls[»hmryooon”ryrrp-5r”rie)i”iosiiriiiims
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WAGE FILE CODE: T149-JD
FOR WAGE ADm. UsE:
Pay SCHEDULE: SINGLE RATE
SHIFT

HAwAIIAN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: T149 STATUS:

POSITION: JUNIOR CONTROL OPERATOR

DEPARTMENT: Generation Power Supply Ops & Maint | REPLACES:

SUPERVISED BY:  Shift Supervisor

Assists the Control Operétér. Trains to perform as Control Operator. Performs any assigned
task on outside the control room level and at bumer stations.

LIOB:

FUNDAMENTAL RESPONSIBILITIES:
* Attends instruction classes, when scheduled, on company time to prepare to qualify for
Control Operator.
* Assists the Control Operator and acquires sufficient knowledge to relieve Control Operator
when necessary.
» Performs the foliowing additional tasks:
~ Performs all mechanical and electrical operations 2s directed by the Control Operator.
~ Cuts-in and cuts-out burners when required.
~ Cleans fuel oit strainer. Makes flue-gas and water analyses. Takes turbine thrust and
pedestal micrometer readings when required.
~ Adjusts turbine gland water, steam seal and air ejector pressures. Makes routine
external inspection and takes all field instruments readings on turbo-generator. Logs
necessary readings.
- Feeds chemicals to boilers as needed. Checks reboiler operation. Cleans externally all
standby bumers, :
- Makes operating inspection of all soot blowers. Inspects boiler air preheating operation.
Blows soot. Does auxiliary plan switching up to and including 2.3 kv as directed.
» Maintains proper housekeeping.
* Reports any abnormal conditions.
¢ Maintains shift until properly relieved.

OTHER RESPONSIBILITIES:
¢ Performs similar and incidental duties as reguired.

APPROVED:
FS/FRANK HICKS 04/01/1963 /84 R ZEIGLER 04/09/1963

DEPARTMENT MANAGER Date VICE PRESIDENT DATE
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WAGE FiLk CODE:

T114-4D

FOrR WAGE ADM. USE:
PAY SCHEDULE:

SINGLE RATE

HawalAN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

SHIFT

JOB CODE: T114 STATUS: ADA Revision

POSITION: EQUIPMENT OPERATOR

DEPARTMENT: Power Supply Operations & Maintenance | RePLACES: T114 appr. 1/11/73

SUPERVISED BY:  Shift Supervisor

classifications in Operating Division as assigned.

the hfdrogen and seat oil system and the auxliary equiprment on units as
assigned. Tends and operates turbines and accessories. Trains to perform duties of other

FUNDAMENTAL RESPONSIBILITIES:
examination to qualify for next higher job.
entries.

Shift Supervisor,

air cooler pumps, sump pumps and evaporator.

* Attends instruction classes, when scheduled, on company time to prepare to pass
* Determines operating status of equipment from previous shift personnel and log book
» Watches carefully all equiprment for normal operation; reports any unusual conditions to the

+ Operates C.W. pumps, feed pumps, auxiliary cooling water pumps, condensate pumps,
condensate booster pump, vapor extractor pump, distilled water make-up pumps, generator

Operates the hydrogen and seal oil systems; the feed water heaters, controls, traps and

.
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WAGE FILE CODE: T135-dD

FOR WAGE ADM. LISE!

PaY SCHEDULE: SINGLE RATE
SHIFT

HawailaN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: T135 STATUS: ADA Revision
POSITION: UTILITY OPERATOR
DEPARTMENT: Power Supply Operations & Maintenance | REPLACES:  T135 appr. 3/4/76

SUPERVISED BY:  Shift Supervisor
CTON:

Performs various tasks in starting up and shutting down of units. Performs various tasks as
assigned by Shift Supervisor during normal operation of units. May be assigned to replace
employees due to absence. Observes operation in control room and assists during
emergencies or abnormal operations as required.

FUNDAMENTAL RESPONSIBILITIES:

» During startup and shutdown of units, performs various tasks as required.

» May be required to man various stations on units during intermittent operation.

« Performs various tasks, as assigned by the Shift Supervisor, in maintaining operation of
generating equipment and related plant auxiliaries. Reports any abnormal conditions to Shift
Supervisor.

» Operates fuel oil heaters, transfers pumps, controls, and other related equipment as
directed. Takes fuel oil tank soundings as directed. Takes various readings, soundings and
operating data as required. Maintains recording charts; checks plant for proper lighting.
Maintains watch until relieved.

Starts and stops combustion turbines and monitors operations as required.
Operates and maintains wastewater treatment facilities.
Maintains proper housekeeping.

* 2 8 0

OTHER RESPONSIBILITIES:
» Performs similar and incidental duties as required.

APPROVED:

SS/THOMAS JOAQUIN 1/3/94 /S/HARRY H. K. KAMEENU! 12/2/94
DEPARTMENT MANAGER DATE UnNIoN DATE
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~—
Position Title: Supervisor, Maintenance
Department: Operations & Maintenance
Reports to: Superintendent, Maintenance
Job Code: | 52414 FLSA: | E
Role: | TS Dare: | 5/16/9%
Provides quality maintenance, repair, and construction services to the power generating station
while complying with applicable safety, environmental, and code regulations and kaws.
* 50% Provides leadership, supervision {including performance appraisal, teamwork and
self-directed workforce, two-way communication, training and development,
recognition, safety, and discipline} and technical direction, to develop and
mainiain a highly competent, flexible and motivated workforce.
* 30% Provides safe, reliable, timely, and competitive maintenance services to meet or
exceed operational expectations through effective job planning, coordination,
scheduting, monitoring and controlling. May conduct on-site maintenance
inspections.
* -10% Prepares and manages section’s O&M forecast and adjusts as necessary to meet
- vear-gnd targets. Annm&matﬂdﬁm&uiﬁjﬁn%s BRngithnrizatinn g
|
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Supervisor, Maintenance S2414

Thorough knowledge of union contract, Company policies, and Department policies/practices.
Thorough familiarity with applicable state and federal regulations /permits, laws and codes.
Knowledge of equipment operation and maintenance in a power generating facility,

Working knowledge of personal computers and/or mainframe systems and related software applications
(including maintenance and materials management). :

Skills Requirements
Supervisory/leadership skills and abilities to work with a variety of individuals dealing with sensitive,
difficult or confrontational issues.

Ability to effectively communicate with all levels of personnel, both verbally and in written
communications.

Must have or be able to qualify for Hawaii driver’s license and HECO driver’s license to conduct on-site
boiler maintenance inspections.

Ability to remain flexible in a demanding work environment and adapt to changing priorities.
In-depth equipment troubleshooting and testing skills.

Ability to utilize reference materials, drawings, instruction manuals, and historical information.

Experience Requiremenys
Extensive experience (7 or more years) as a journeyperson in a maintenance (boiler, electrical, technical
or turbine) trade.

Requirements are representative of minimum levels of knowledge, skills, and abilities. To performn the position successfully, the incumbent will
nieed to demonstrate the use of these knowiedge, skills, and abilities at an "Effective” level,

Resource Planner
Working Foremen
Condenser Group Leader
Journeypersons
Equipment Operators
Equipment Mechanics
Insulators
Condenser Cleaner
Groundskeeper
Apprentices
Helpers

Supervisor, Maintenance S2414

‘This position description in no way states or impties that these are the enly duties/functions to be performed by the incumbent.
Employee will be required to follow any other joberelated duties/functions assigned by the supervisor

COMPENSATION DIVISION SAPD\PDFORM (JUNE 1994)
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[Bhysicaf Requirements »r00 70 ]
Only items that are necessary to perform the "fundamental” responsibilities of the position are indicated.

"F" for Frequently: Daily, several times a week, weekly
"O" for Occasionally: Monthly, Couple times a year
F | Standing F i Lifting/Carrying below 25 lbs.
¥ | Walking O 26 to 50 lbs.
F 1 Sitting above 56 tbs,
Climbing Ascending or descending tadders, stairs, or oth . . . )
138 Dresingd A8 of descencing adCers, SRIS OTOTET | F | Vision acuity e ability to see clearly 20 feet or more

alili
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WAGE FiLE CODE: F155.4D
FOR WAGE ADM. UUsE:
@ PAY SCHEDULE:; SINGLE RATE
Hawailan ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: F155 STATUS; ADA Revision

POSITION; WORKING FOREMAN (ELECTRICAL)

DEPARTMENT: Power Supply Ops & Maint REPLACES:  F155 appr. 12/3/85
SUPERVISEDBY:  Maintenance Superintendent

Directs personnel engaged in the maintenance of generating station electrical equipment.

FUNDAMENTAL RESPONSIBILITIES:
» Assigns work and material and directs crews who overhaut, repair, modify, troubleshoot,
and/or install power plant electrical equipment.
Makes final tests on electrical equipment installed or repaired.
Requisitions spare parts and materials for jobs under direction.
Allocates charges for Jabor and materials and keeps time for personne! assigned.
Reviews completed Maintenance Work Requests for accuracy and completeness.
Reports equipment problems which may be observed.
Is responsible for the safety and training of personnel under direction: includes tagging
equipment to be worked on.
Conducts safety meetings.
* Assumes portions of the duties of Supervisor when required.
Performs the work of lower classifications as required.

OTHER RESPONSIBILITIES:

* Assists the supervisors in evaluating performance of subordinates.
= Performs similar and incidental duties as required.

APPROVED;
/S/TOM JOAQUIN 03/01/1994 /SHARRY H.K. KAMEENUI 03/23/1994
DEPARTMENT MANAGER DATE LINION Date
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WAGE FILE CODE: T174JD
FOR WAGE ADM. USE:
Pay SCHEDULE; SINGLE RATE
HawaiaN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION
JOB CODE: T174 STATUS: ADA Revision
POSITION: SENIOR ELECTRICIAN
DEPARTMENT: Power Supply Operations & Maintenance | RePLACES: T174 appr. 2/12/86
SUPERVISED B8Y:  Maintenance Supervisor

CEONGTIO 1

I'hsfalls and maintains generating station electrical equipment.
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WAGE FILE CODE: F155-JD
FOR WAGE ADM. USE:
PAY SCHEDULE: SINGLE RATE

HawaiiaN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: F155 STATUS: ADA Revision

POSITION: WORKING FOREMAN (TURBINE & AUXILIARY)

DEPARTMENT: Power Supply Ops & Maint REPLACES:  F155 appr. 12/3/85
SUPERVISEDBY:  Maintenance Superintendent

» Assigns work and material and directs crews who overhaul, repair, modify, troubleshoot,
and/or install turbines and related equipment.

Requisitions spare parts and materials for jobs under direction.

Allocates charges for labor and materials and keeps time for personnel assigned.
Reviews completed Maintenance Work Requests for accuracy and compieteness.
Reports equipment problems which may be observed.

Is responsible for the safety and training of personnel under direction: includes tagging
equipment to be worked on.

Conducts safety meetings.

» Assumes portions of the duties of Supervisor when required.

» Performs the work of lower classifications as required.

OTHER RESPONSIBILITIES:

» Assists the supervisors in evaluating performance of subordinates.
» Performs similar and incidental duties as required.

/S/TOM JOAQUIN 03/01/1994 SS/HARRY H. K. KAMEENU! 03/23/1984
DEPARTMENT MAMAGER Date UNIoN DATE
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WAGE FiLE CobE: T12540
FOR WAGE ADM. USE:
Pay SCHEDULE: SINGLE RATE

Hawaiian ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

J0B CODE: T125 STATUS: ADA Revision
POSITION: MACHINIST
DEPARTMENT: Power Supply Operations & Maintenance | REPLACES: T125 appr. 2/12/86

SUPERVISEDBY:  Maintenance Supevisor

plant mechanical eguipment. [

FUNDAMENTAL RESPONSIBILITIES: .
« Performs mechanical maintenance and machining on ail power plant equipment.
* Troubleshoots and repairs rotating equipment problems.
» Sets up and operates machine tools such as lathes, boring mills, shapers, milling machines,
drill presses, metal disintegrator, iarge diameter pipe prepping tools, etc.
Devises, sefs up and operates field machining tools as required.
Performs precision machining work. '
Aligns and balances all types of rotating equipment, -
Demonstrates knowledge of properties and use of metals.
Directs the work of and trains personnel of lower classifications on any or ali of the above
operations.
Works from blueprints, sketches, instruction manuals and written or oral instructions.
Performs necessary rigging for assigned work.
Works with electricians in dismantling, inspecting and repairing generators, exciter and
motors.
Services and repairs lubricating oil systems.
Operates material handling and other equipment as required,
Records a description of work completed,
Uses and repairs all precision hand tools and power operator fools.
Reports equipment problems that may be obhserved,

.« 8 8 & @

OTHER RESPONSIBILITIES:

* Performs minor non-asbestos insulation removai incidental to the performance of
maintenance tasks.

» Performs similar and incidentai duties as required.

APPROVED:

SS/THOMAS JOAQUIN F9/93 [SHARRY H.K. KAMEENUI w2383
DEPARTMENT MANAGER DaTE Union DATE
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PaY SCHEDULE: SINGLE RATE
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HawaulaN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE:; T137 STATUS: ADA Revision

POSITION: CERTIFIED COMBINATION WELDER

DEPARTMENT: Power Supply Operations & Maintenance | RepLAcES:  T137 appr. 12/3/85

SUPERViSED BY:  Roving Maintenance Supervisor or Welding Maintenace Engineer or Boiler

Maintenance Supervisor

ﬁals involved in the instaifation and maintenance of generating
station equipment in accordance with the applicable sections of the ASME Boiler and Pressure

Vessel Code. Installs and maintains generating station mechanical and structural equipment.

FUNDAMENTAL RESPONSIBILITIES:

» Recognizes properties and weldability of materials commoenly used in power plant apparatus.

* Arc and gas welds with and without backing rings in all positions on boilers, piping, turbines

and structural steel,

Arc and gas cuts steel and non-ferrous alloys.

Arc and gas brazes and silver-solders steel and non-ferrous alloys.

Performs the work of jower classifications as required.

Directs the work of and trains personnet of lower classifications on any or all of the above

operations..

* Maintains proficiency in various welding procedures as demonstrated by annual
recertification.

* & 8 @

OTHER RESPONSIBILITIES!
» Performs similar and incidental duties as required.

APPROVED:
/S/THOMAS JOAQUIN 1/5/94 SSHARRY H.K, KAMEENU] 2/16/94

DEPARTMENT MANAGER DATE UNIOH Dare
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WAGE FILE CODE: T175JD
FOR WAGE ADM. USE:
PAY SCHEDULE: SINGLE RATE

Hawanan ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: T175 STATUS: ADA Revision

POSITION: PIPEFITTER MECHANIC

DEPARTMENT: Power Supply Operations & Maintenance | RepLacEs:  T175 appr, 1/22/85

SUPERVISED BY:  Maintenance Supervisor

CFUNCTION: B

Installs and maintains generatzng station piping, mechanical and structural equipment.

"JOB CONTENT: | ]

FUNDAMENTAL Rﬁsponsmiunes ‘

* Performs mechanical maintenance on power plant equipment, such as boilers, air heaters,
sootblowers, fans, heat exchangers, travelling screens, valves and piping.

Sets and/or repairs safety vaives.

Lays out, instails or repairs all types of power plant piping and valves including hangers,
supports, efc. Bends, installs, removes or repairs boiler and other heat exchanger fubes.
Lays out and performs structural steel erection.

Performs tube/piping welding prep cuts by hand or utilizing available power toois.
Performs the work of lower classifications as required.

Directs the work of and trains personnel of lower classifications on any or all of the above
operations.

.

OTHER RESPONSIBILITIES:
‘| » Performs similar and incidental duties as required.

APPROVED:

/SR MCQUAIN 11/29/85 SS/V.E. CRONKHITE 12/3/85

DEPARTMENT MANAGER DATE VICE PRESIDENT Date
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WAGE FiLE CODE: T1006-JD
FOR WAGE ADM. Uss:
PAY SCHEDULE: STEP PROG.

HawaillaN ELecTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: T1006 STATUS: ADA Revision
POSITION: CONTROL TECHNICIAN
DEPARTMENT: Power Supply Operations & Maintenance | RepLaces:  T1006 appr. 6/23/87

SUPERVISED BY:  Technical Superintendent

= Installs, tests, maintains, troubleshoots, adjusts and repairs all instruments and control
systems including complex muitiple loop and other interacting systems.

= Plans and coordinates test plans with required supervisory personnel; conducts control
system tests, test data analysis and equipment/control system calibration as required fo
optimize generating station control systems.

» Performs modifications as necessary to improve or update control systems and eguipment.

+ With minimum assistance from supervision, troubleshoots all equipment and control system
problems.

» Performs the work of lower classifications as required.
* Makes corrections of drawings and notifies supervisors of any discrepancies.

+ Directs the work of and trains personnel of fower classifications on any or all of the above
operations.

OTHER RESPONSIBILITIES:
» Performs similar and incidental duties as required.

APPROVED:

/S/THOMAS JOAQUIN 3/9/93 /S/HARRY H.K. KAMEENU! 6/24/93
DEPARTMENT MANAGER DaTs UINION ) DATE
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WAGE FILE CODE: Ti31JD
FOR WAGE ADM, UsE:
PAY SCHEDULE: STEP PROG.

HawalaN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: T131 STATUS: ADA Revision
POSITION: INSULATOR
DEPARTMENT: Power Supply Operations & Maintenance | RePLaces:  T131 appr, 12/3/85

SUPERVISED BY:  Maintenance Supervisor

[FGNCTION: " |
Installs and maintains refractories and insulations. Does concrete work. ]

FUNDAMENTAL RESPONSIBILITIES: 7
As an Insulator at the maximum level, performs the following duties at times in confined spaces
and/or at elevations of 80 feet. As an Insulator at lower levels, performs the following duties
under direction or direct supervision in accordance with the various stages of training attained.
» Works from blueprints, sketches and written or oral instructions.

* Fabricates, instails, or removes all boiler, turbine, pipe and duct insulation, including pads,
finishcoats and canvas or sheet metal coverings. Includes installing insulation pin studs
with an insulpin type gun.

» Fabricates, installs or removes plastic and castable refractories; instaliation methods
including gunniting. Lays and repairs firebrick, burner tiles and baffles.

*» Does concrete work including the constructing of forms (without use of a transit), installation
of steel, cement finishing of new capital construction projects, in addition to modifications or
additions to existing plants.

* At the Journeyman level, directs the work of personnel in lower classification on any or alf of
the above operations. '

+ Operates material handling and other equipment as required.

OTHER RESPONSIBILITIES:

+ Does general roofing repairs.

» Records a description of work completed.

* Performs similar and incidental duties as required.

APPROVED!

/S/THOMAS JOAQUIN . 10/13/93 /S/HARRY H.K. KAMEENUI 10/21/93
DEPARTMENT MANAGER DATE UNION DATE
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WAGE FILE CODE: TL17-4D
FOR WAGE ADm. LISE: .
PAY SCHEDULE: STEP PROG.
HAwAIIAN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: TL17 STATUS: New Job

POSITION: MAINTENANCE HELPER

DEPARTMENT: Power Supply Operations & Maintenance | REPLACES: None

SUPERVISED BY:  Various Supervisors

FUNCTION: .~ ]

Performs unskilled and semi-skilled work under direct or indirect supervision. Assists various
trades & crafts personnel of higher classifications in the construction, installation, maintenance,
and operations of Company facilities.

NTEN] .

FUNDAMENTAL RESPONSIBILITIES:

» Performs routine tasks such as sandblasting, parts cleaning, painting, building/grounds
reiamping, high-pressure washing, etc. under direct or indirect supervision.

« Assists various trades & crafts personnel of higher classifications with their regularly
assigned tasks including but not limited to the following:

- Lead and asbestos abatement work including removatl of lead paint by hand or
mechanical equipment, setup of containments to perform the work, and containment
of asbestos material for removal.

- _Installation of wiring and cabling.

= Repair/replacement of piping and/or replacement of leaking water valves/fittings.

- Fue! oil pipeline repair work.

- Plumbing repairs, concrete work, temporary roof repairs, and other miscellaneous
duties as reguired.

* Uses hand, power, hydraulic & pneumatic tools such as hammers, saws, screwdrivers,
pliers, punches, wrenches, drills, impact gunsiwrenches, sandblaster, etc.

» Drives Company vehicles. May drive a truck carrying personnel and/or materials. If
qualified, operates trucks or equipment of & higher classification.

« Lifts and carries materials, tools, and equipment required to perform assigned tasks.

» Services company vehicles (fills with gas, checks oil and water, and washes exterior)

OTHER RESPONSIBILITIES:
» Performs similar and incidental duties as required.

APPROVED:

/S/RONALD W. MULLANEY

FOR HAROLD K. KAGEURA 11/2/98 /S/BRIAN F. AHAKUELO 11/6/98
DEPARTMENT MANAGER DATE Lon DATE
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WaGE FILE CODE: TL18GJD
For WAGE ADiM. Use:
PaAY SCHEDULE: STEP PROG.

HAawaAfAN ELECTRIC COMPANY, INC.
BARGAINING UNIT JOB DESCRIPTION

JOB CODE: TL180 STATUS: Conversion & Revision
POSITION: CONDENSER CLEANER
DEPARTMENT:  Production REPLACES: T180 approved 7/13/79

SUPERVISED BY:  Boiler Maintenance Supervisor

‘EUNCTION: 2

As directed and instructed: Cleans and maintains power plant heat exchangers. Performs
unskilled work under direct or indirect supervision. Assists personne! of higher classification in
the construction, installation, maintenance and operations of Company facilities.

FUNDAMENTAL RESPONSIBILITIES:

» Performs routine cleaning, servicing and repairing of condenser tubes, tube sheets and
water boxes, and other heat exchangers. Locates and plugs tubeftube sheet leaks upon
completion of cleaning operation. Performs minor repairs to condenser and other heat
exchanger equipment such as drain valve replacements, gasket replacements, cathodic
protection equipment servicing, etc.

» Performs routine tasks under direct or indirect supervision. Assists personnel of higher
clagsifications in their regulary assigned tasks.

» Works from written or oral instructions.

Uses hand fools such as hammer, saw, screwdrivers, pliers, punches, wrenches, etc.

Uses power tools such as electric/pneumnatic drills, high pressure air and water guns, impact
wrenches, fube roliers, eic.

Lifts and carries materials, tools, and equipment.

Does cleaning and painting.

Does record keeping.

Drives company vehicies including fork fifts, and material handling equipment. May drive a

truck carrying personnel and/or materials. If qualified, operates trucks or equipment of a
higher classification.

» Transports stores materials, spare parts, and tools.

. »

OTHER RESPONSIBILITIES:
» Directs the work of lower classifications as required.
e Performs similar and incidental duties as required.

APPROVED:

/S/HAROLD K. KAGEURA 7/18/01 /S/JOHN B. JUMALON &/13/01
DEPARTMENT MANAGER Date Union Dare
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CA-IR-587

Ref: HECO’s responses to CA-IR-360 and CA-IR-340: Employee Service Discounts.

According to part (c) of this response, “...the employee discount is a contractual obligation
between HECO and its bargaining unit employees.” The Agreement with Local 1260 at page 38
states, “The employee’s electric light and power discount will be equal to one third of the
employee’s monthly KWH usage up to a cap of 275 KWH.” Please respond to the following:

a. Please explain whether billings to employees reflect removal of the first 275 KWH from
billed KWH, or whether some other billing algorithm is actually employed.

b. Please state whether any of the customer charge is actually discounted for employees.

c. Please explain whether retirees are prov1ded W1th the employee discount and provide
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Yes. The customer charge is discounted by one-third for employees/retirees.
The employee discount applies to retirees per contractual agreement. Please see HECO-
WP-1553, page 1.
The breakdown of the test-year number of employees and kWh included in the calculation

of the employee discount in HECO-WP-304, page 5 is provided below:

No. of Employees/Others kWh for TY 2005

Employees 1,211 12,659,000
Retirees 773 8,154,000
Total, Schedule E 1,984 20,813,000

The mformation provided in part d. above is based on the recorded number of customers
served under Schedule E and does not include employees and retirees who live in master-
metered dwellings, employees and retirees whose electric bills are included in their
rent/lease and/or maintenance fees, temporary and probationary employees, employees who
work less than 40 hours per week, and retirees who reside outside of Hawaii. Additionally,
when both spouses (husband and wife) are employees of the company (or both retired from
the Company) and they live together, these husband/wife employees/retirees get only one
employee discount applied to their primary residence. In comparison, the 1,493 employees
provided in HECO-1612 reflect the total average number of employees for test-year 2005, as
defined in HECO T-16, page 25, lines 21-23.

The electric discount trust is used to reimburse the company for the amount of the electric
discount applicable to retirees. Expenses related to the electric discount are included in the
FAS 106 OPEB cost for the test year. The FAS 105 OPEB cost for the test year is

$7,014,500 without the amortization of the regulatory asset (see HECO-1504 Updated
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4/7/05 attached to the response to CA-IR-337). The electric discount portion of this amount
1s $816,500.
The $297,000 referenced in HECO T-15, page 11, is based on the average discount per
month per retiree recorded for January 2003 through June 2003. It was derived as follows:
(Total recorded retirees discount for Jan-June 03) + 6 months x 12 months

No further adjustment calculations are required to reconcile costs associated with employee

discount with the employee levels included in the test-year.
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CA-IR-588

Ref: HECO’s responses to CA-IR-219: page 3.

According to part (e} of this response. “The referenced jorknanﬁii ﬂﬁ‘ ii ‘-Wi-aglj_nage 235

customer to the system. In addition to these costs, the marginal cost of connecting a customer to
the system includes the marginal distribution facilities cost provided in HECO-WP-2217, page
60.” Please respond to the following:

a. Confirm that the “Determination of Customer-Related Unit Costs™ at page 85 of the
marginal cost study WP-2217 recognizes only meter and services related costs (investment,
O&M, working capital) to be classified as “customer” costs.

b. Conﬁrm that the “dlstr:butlon facilities costs™ at the referenced page 60 of HECO-WP-2217

RRRE e
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location of the customer relative to the system facilities, so that a portion of these costs
should be classified as customer-related, and a portion as demand-related. The distribution
facilities costs provided in HECO-WP-2217, page 61 are the costs of connecting the homes
in 4 subdivisions, and dividing the total costs by the number of homes provided in the table
provides the distribution facilities cost per home or cost per customer. These costs can also
be expressed on a per kW basis based on an assumed kW load of 4 kW per home as used in
HECO-2217.
The marginal distribution cost of $4.23/month provided in HECO-2211, is based on the
annual distribution substation cost at secondary voltage of $29.78 and the distribution
facilities cost of $21.00 provided in HECO-2217, expressed on a per month basis, and
derived as follows: [($29.78 + $21.00) + 12 months = $4.23/month].
The marginal customer costs provided in HECO-2211 are simply one twelfth of the total
annual marginal customer costs shown in HECO-WP-2217, page 85. The marginal
metering costs and marginal service drops costs do not reflect the entire marginal costs of
connecting a customer to the system. Connecting the customers to the system requires
distribution facilities such as substations, poles, lines, and transformers — in addition to the
service drops and meters.
HECO-WP-2217, page 61, provides the estimate of the distribution facilities costs. It is
based on the costs of connecting 4 subdivisions, and provides the number of homes (or
customer) per subdivision. The estimated distribution facilities cost translates to $692 per

home or per customer, or $173/kW assuming 4 kW load per home.
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Ref: HECO T-15, pages 11-12, response to CA-IR-340 and HECO-1504 (FAS106 OPEB
Costs).

The cited testimony refers to HPUC Decision No. 13659 in support of the FAS106 regulatory
asset deferral and 18-year amortization beginning January 1, 1995. The historical comparison of
benefit costs presented on HECO-1504 includes an OPEB-Regulatory Asset Amortization of
$1,301,839. According to pages 2 and 7 of the response to CA-IR-340, the OPEB-FAS 106
budget amounts for 2004 and 2005 set forth on HECO-1504 include $2,400,379 for the
amortization of the transition obligation (1.¢., TBO Amortization). Please provide the following:

a.  Ordering paragraph 2 of Decision No. 13659 adopted a 20 year TBO amortization period. Is
HECO amortizing the TBO over a 20-year period? Please explain the basis for any
amortization period less than 20 years.

b.  Please provide the amount of the original Transition Benefit Obligation being amortized and
the term (L¢., 20 years) of the amortization period, indicating the effective date the
amortization commenced.

c¢. Please provide a detailed breakdown of the components of the regulatory asset (by year of
deferral) which forms the basis for the $1,301,839 OPEB-Regulatory Asset Amortization.

HECO Response:

a. Per Decision No. 13659, HECO amortizes the transition obligation over a 20-year period
beginning January 1, 1993.

b. The original Transition Benefit Obligation was $93,914,980. See response of part a. above.

c. The regulatory asset represents the difference between the OPEB costs determined under

SFAS 106 and the pay-as-you-go amount. The breakdown is as follows:
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1993 _1994
Service Cost 3,656,431 3,254,749
Interest Cost 7,807,126 6,980,359
Asset Return 0 0

Amort of Transition Obligation 4,695,749 4,695,749
Amort of Prior Service Cost 0 0
Amort {Gain)/Loss 0 0
Total SFAS 106 cost per actuary’s

records 16,159,306 14,930,857
Total SFAS 106 recorded cost 16,159,306 14,930,657*
Pay-As-You-Go Amounts (3,109,152) (3,098,547)
Balance 13,050,154 + 11,832,110= 24,882,264
1995 write-off of Reg Asset relating to Executive Life (1,449,162)
Adjusted Reg Asset 23,433,102
Amortization beginning 1/1/95 (18 years) 1,301,839

* We are unable to identify the reason for the $200 difference between the SFAS 106 cost

per the actuary’s records and HECO recorded amounts.
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CA-IR-590

Ref: HECO response to CA-IR-341 (FAS106 OPEB Costs).

The referenced response provides a comparison of FAS106 cost data by year since adoption in
1995. Please explain why the TBO Amortization has not remained constant, particularly
referring to the BU VEBA, NBU VEBA, and the 401(h) Account.

HECO Response:

Since the adoption of SFAS 106, the Postretirement Welfare Benefits Plan for Employees of
Hawaiian Electric Company, Inc. and Participating Employers has been amended several times,
resulting in reductions in the postretirement benefit obligation. As instructed by paragraph 55 of
SFAS 106, the reductions in the obligation were used to reduce the remaining unrecognized
transition obligation. In each case, the smaller unrecognized transition obligation was amortized

over the remaining amortization period, resulting in a smaller amortization amount.
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Ref: HECO response to CA-IR-340 & HECQO-1504 (FAS106 OPEB Costs).

The response to CA-IR-340(c) indicates that the reforecast of the 2005 FAS106 projection, based
on employee demographics and assumptions as of January 1, 2005, will be completed by June
2005 and provided to the parties as soon as it is available. Even though the study is not yet
complete, certain data should be currently available. Please provide the following:

a. Refernng to pages 7-11 of the response to CA-IR-340, please provide the actual value of
plan assets, by trust, as of 12/31/2004.

b.  Please provide the distribution of the 12/31/2004 plan asset balances, supplied in response to
part (a) above, between HECO, HELCO, MECO and HEL

¢.  Referring to pages 8-11 of the response to CA-IR-340, the estimated gain/(loss) on plan
assets for 2004 was $0. Please provide the actual gain/(loss) on plan assets, by trust, for
2004,

HECO Response:
a. Seepage?2.
b. See page 2.

c. Seepage?2.
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HEI FAS 106 ASSET RETURN RATE: 9.00%
Disclosure
12/31/2004 ASSET (GAINYLOSS
[ELEC DisC | HECO HELCO MECO HEI TOTAL
MV EQY 13,552 38,522 31,416 0 82.490
Actual Distributions 325,172 89,263 60,729 o 475,164
Actual Non-invst Expenses 164 109 85 0 358
Actual Contributicns 325,000 100,000 75,000 v 500,000
Transfers 1,910 2,603 (4,513} ) 1]
MV BOY 16,790 27912 17,142 g 61,844
Actual Return {4,812) {2,621) 4,601 0 (2.832)
iBU VEBA ! HECO HELCO MECC HEI TOTAL
MV EQY 51,771,405 11,177,714 10,275,648 0 73,224,767
Actial Distributions 2,822,946 718,904 432,002 0 3,973,852
Actual Non-Invst Expenses 11,782 2,459 2,264 8] 16,505
Actual Contributions 1,161,737 682,245 511,017 0 2,354,900
Transfers {45,869) 73,979 (28,110} 1] 1]
MV BOY 48,568,400 10,183,572 9,244 866 0 67996838
Actual Return 4,921,865 959,281 $82,141 o 6,863,287
|INBU VEBA | HECO HELCO MECC HEL TOTAL
MV EQY 8.661,324 1,863,454 1,799,261 841,052 13,165,991
Actual Distrbutions 1,916,177 287,738 270,437 37,803 2,512,155
Actual Non-Invst Expenses 43,713 10,719 9,811 5.153 £9,306
Actual Contributions 4,004,378 475,011 558,070 79,080 5,116,549
Transfers (4,549} 87 (7.897) 12,059 0
MV BOY 5,927 995 1.525.519 1,369,747 728,319 9,551,580
Actual Return 693,390 160,904 159,588 £5,440 1,079,413
fa01(n) ] HECO HELCO MECO HE| TOTAL
MV ECY 14,403,743 4,379,271 3,132,086 1,004,250 23,009,320
Actual Distributions 770,016 89,396 116,142 10,345 985,808
Actual Norinvst Expenses 9,363 2,964 2,132 728 15,187
Actual Contributions 1,188,816 72,427 73,075 44,161 1,378,479
Transfers 8,701) 714 {12,482) 20,469 o
MV BOY 12,718,542 4003225 2,804,062 962,561 20,578,390
Actuat Return 1,284,485 395,265 295,675 78,132 2,053,537
[TOTAL ] HECD HELCO MECO HEI TOTAL
MV EOY 74,850,024 17,458,961 15,238,381 1,936,202 109,483,568
Actuat Distributions 5,834 314 1,185,301 879,310 48,148 7.947,070
Actual Non-invst Expenses 65,022 16,251 14,292 5,881 101,446
Actual Contributions 6,679,931 1,320,683 1,217,162 123,251 9,350,027
Transfers {57,209) 77,683 (53,002} 32,528 o
MV BOY 67,231,727 15,740,228 13,525,817 1,680,880 98,188,552
Actual Return 6,894,908 1,512,019 1,442,006 143,572 8,093,405
EXP RETURN 6,663,285 1,551,774 1,337,998 137,830 9,680,887
{GAINYLOSS (231,623) 38,855 {104,008} (5,742} (302,518}

C4/25/2005 7:46 PM FiHeHWAU TILSWO4WhshtiH 1060401, XL S Assets Watson Wyatt Woridwide
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(Consolidated) for the Generic Investigation of Accrual Accounting and Ratemaking
Treatment of Post-Retirement Benefits Other Than Pension. Per D&O No. 13659, “The
utilities in this docket may adopt, for ratemaking purposes, SFAS 106 in its entirety and
include in their rates the full cost of postretirement benefits other than pensions calculated
on an accrual basis pursuant to SFAS 106, effective January 1, 1993.” Therefore, the ED
interest component, which is part of the OPEB costs determined under Statement of
Financial Accounting Standards No. 106 (“SFAS 106”) should be included in the test year
OPEB costs. The OPEB cost for the test year was reduced to exclude the estimated discount

in the test year for retirees, since the electric discount adjustment to the test year revenues

includes the retirees (see HECO T-15, page 11).
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CA-IR-594

Ref: HECO response to CA-IR-340 (FAS106 OPEB Costs).

Pages 2 and 7 of the referenced response recaps the input data and OPEB cost components
supporting the 2004 and 2005 budget amounts set forth on HECO-1504. The four pages
immediately following these two “recap” pages provide additional detail regarding the plan
assets in each of the four identified trusts. However, the sum of the individual trust asset
balances do not appear to tie to the recap asset balances of $111,806,169 (2004) and
$115,459,602 (2005). Please explain and reconcile these amounts into the supporting asset trust
detail.

HECO Response:

The total asset balance of $111,806,169 for 2004 on the recap sheet (page 2 of the response to
CA-IR-340) includes $282,503 attributable to the value of an insurance contingency fund
(“ICF”) with Prudential. This ICF is used to fund postretirement benefits for eight retired
managers and executives from a prior contract with Prudential.

The total asset balance for 2005 on the recap sheet (page 7 of the response to CA-IR-340) does
not include the ICF. The totals for the four trusts (see pages 8-11) add up to the $115,459,602 on

page 7.



CA-IR-595

DOCKET NO. 04-0113

PAGE1OF 16
CA-IR-595

Ref: HECO response to CA-IR-343 (FAS106 OPEB Costs).

Please provide a copy of all correspondence and other documentation between HECO/HEI and
the Company’s actuary (Watson Wyatt) concerning the Medicare Reform Act (MRA) and any
related estimates of the impact of MRA on FAS106 costs.

HECO Response:

See attached pages.
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Watson Wyatt
Worldwide

April 1, 2005

Ms. Julie Price

Manager, Employce Benefits & Health Services
Hawaiian Electric Company, Inc.

P.0O.Box 2750

Honolulu, HI 96840-0001

Re:  Proposal for Medicare Rx Reform Analysis and Support

Dear Julie:

We appreciate the opportunity to work with you in crafting HEI's response to the Medicare Reform
Act. We think this Act provides a great opportunity for employers to reevaluate the prescription drug
benefits they offer to their retirees, and look forward to helping HEI achieve its objectives for this plan.

In this letter we summarize briefly your current situation, describe two alternative approaches for HEI
to take advantage of the new Medicare Part I benefits, describe the scope of the services, and provide
a budget for the work

HEI’s Current Situation

HEI provides employees who retire after 1998 with the opportunity to participate in the senior drug
plan. Retirees may not elect to participate if they have earlier waived coverage.

HE] pays a portion of the premiums for the drug benefits, depending upon whether the participant was
hired before or after January 1, 1999 and depending upon the participant’s years of service. For those
hired after that date, the maximum company-paid premium for the drug plan is coordinated with the
premiums for the retiree’s health care benefits.

Recent regulations clarified the provisions of the Act, including actuarial aquivalence'to determine
whether HEI would be eligible for the federal subsidy provided to certain employers who sponsor
retiree drug plans. This letter describes two approaches to assisting HEI take advantage of the new
Act:

1. Analysis of available alternatives for HEI to benefit from the new legislation and
recornmendation of the best fit alternative for HE] and its retirees.

2. Analysis of federal subsidy only and the impact on the plan’s liabilities and net benefit cost.
In addition, if the federal subsidy is the best fit or only approach being considered by HE], Watson

Wyatt will provide the actuarial attestation necessary for the federal subsidy and would be available to
assist HEI to apply for the subsidy.
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|\, 4

Ms, Julie Price
April 1, 2005
Page 2

Aliernative Appreaches and Fees

1. Medicare Reform Analysis - $20,000 - $25,000

We will review the range of alternatives with HE! and present our recommendation of the
best fit alternative. Our analyses will focus on those alternatives that would best meet your
objectives and will include the impact on the financial liability of the plan. .

2. Analysis of Federal Subsidy Only - -$10,000 - $15,600

If HEI wants to pursue the federal subsidy without considering other options, we wilt
determine at a high level that HEI's plan is actuarial equivalent to Medicare Part D benefits -
and analyze the impact on the financial liability of the plan.

3. Actuarial Attestation -~ $5,000 (plus $3,000 per plan if HEI decides to add or segment
plans).

We will perform and certify to the actuarial equivalence testing necessary for HEI to be
eligible for the subsidy (assuming the plan is actuarially equivalent to the Medicare Part D
benefits). The study will include both the gross test necessary to establish creditable
coverage for enrollees as well as the net test showing that HEI is eligibie for the federal
subsidy.

The fees shown above include our standard 7% technology charge. In addition, we will add the
4.166% Hawaii excise tax to the above fees.

Alternatives 1 and 2 would require that HE] gather claims information from the health case insurers.
We would provide a list of specific data elements needed to perform the analyses.

Project Team

The study and actuarial equivalence review would be headed up by Steve Carlson, FSA. Steveis a
group health actuary and heads up Watson Wyatt’s group health practice in Seattle. Steve’s
biography is shown below. He will be assisted by Douglas Lum and Betty Berni, from our
Honolulu office.

w‘fmg‘timﬂ wsith Qteva wronald ha ii'i]itﬂ;:i m'érian{:r tolss noledceas T}ﬁ.—n
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Ms. Julie Price
April 1, 2005
Page 3

Steve Carlson

Steve Carlson is Group & Health Care Benefits Practice Leader for Watson Wyatt in the
Northwest. He is a consulting actuary with 19 years experience working with clients on the
development of benefits strategies, assessment of program competitiveness, health care and
disability plan design, vendor management, and the design and valuation of retiree health benefits.
Steve also has experience assisting clients with benefits issues in the environment of labor contract
negotiations.

Steve’s clients have included many public and private organizations such as Amazon.com,
Esterline Technologies, Fluor Hanford, Nordstrom, Alderwoods, PACCAR, The Oregon
Education Association, State of Alaska, and Virginia Mason Medical Center.

Prior to joining Watson Wyatt, Steve was an actuary with Blue Cross of Washington and Alaska.
While at Blue Cross, he was involved in the redesign and pricing of Blue Cross’ medical and
dental products as well as analysis of Blue Cross’ provider payment approaches. Steve also has
prior consulting experience with Milliman USA where he was involved in the analysis of
physician and hospital reimbursement methods, HMO pricing, and the pricing of medical and
dental benefit plans,

Steve received a Bachelor’s Degree in Mathematics and English from Pacific Lutheran University
in Tacoma, Washington. He is a Fellow of the Society of Actuaries, a member of the American
Academy of Actuaries, and a member of the Western Pension & Benefits Conference. Steve is a
published author on health care and health insurance issues.

# %k ok ok ok ok ok

Julie, we look forward to working with you on this project. Please let us know if you would like to
discuss this proposal or have any questions. Also, we would like to arrange a conference call with
Steve if that would be helpful to you.

Sincerel

uary and Managing Consultant

BB:fik
3hei'db'coRR\2005'B401 5hel.doc
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Lum, Douglas {Honolulu)
From: Lum, Douglas (Honolulu)
Sent: February 25, 2005 2:14 PM
To: Loo, Jennifer
Cc: Berni, Betty (Honolulu); Smothermon, Leonard {Honoluiu); FILEHON (Monolulu)
Subject: Medicare Prescription Drug
Hi Jennifer,

Here is the Word docurment with suggested revisions.
Please call if you have any questions.
Doug

Medicare
escription Drugt.do

Douglas Lum

Consultant

Waison Wyatt Worldwide

737 Bishop Streef, Suite 2340
Honoluiu, Hi 96813

Telephone: {808)535-0511

Fax; (808)531-1853

douglas lum@watsonwyatt com
www.watsonwyatt.com

Notice of Confidentiality

This transmission contains information that may be confidential and that may also be privileged. Unless you are the
intended recipient of the message (or authorized to receive it for the intended recipient), you may not copy, forward, or
otherwise use it, or disclose its contents to anyone else. If you have received this transmission in error, please notify us
immediately and delete if from your system.
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Medicare Prescription Drug, improvement and Modernization Act of 2003. The Medicare
Prescription Drug, Improvement and Modemization Act of 2003 was signed into law on
December 8, 2003. The Act expanded Medicare to include for the first time coverage for
prescription drugs. The Act provides that persons eligible for Medicare benefits can enroll in Part D,
prescription drug coverage, for a monthly premium. Alternatively, if an employer sponsors a retiree
health plan that provides benefits determined to be actuarially equivalent to those covered under
the Medicare standard prescription drug benefit, the employer will be paid a subsidy of 28 percent
of a participant’s drug costs between $250 and $5,000 if the participant waives coverage under
Medicare Part D.

In May 2004, the FASB issued FSP No. 106-2, “Accounting and Disclosure Requirements
Related to the Medicare Prescription Drug, improvement and Modemization Act of 2003.” When an
employer is able to determine that benefits provided by its plan are actuarially equivalent to the
Medicare Part D benefits, the FSP requires (a) treatment of the effects of the federal subsidy as an
actuarial gain like similar gains and losses, and (b} certain financial statement disclosures related
to the impact of the Act for employers that sponsor postretirement health care plans providing
prescription drug benefits, The FASB's related initial guidance, FSP No. 106-1, “Accounting and
Disciosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modemization Act of 2003,” was superseded upon the effective date of FSP No. 106-2, which was
the first interim or annual period beginning after June 15, 2004.

In the Company's current disclosure, the accumulated postretirement benefit obligation and net
periodic pastretiremnent henefit sost do not reflact anv amaunt assnciated with the federal subsidy

£T

-

because, although the Company has concluded that the benefits the plan provides are
actuarially equivalent to Medicare Part D benefits under the Act, the Company may not be
eligible for any employer sponsored qualified plan subsidy, partly due to caps on the
Company costs for these benefits and the sharing of premiums between the Company and
retirees. If the Company is eligible, it expects the impact to be immaterial.  The new
Medicare legislation could impact the Company’s future measures of accumulated postretirement
benefit obligation and net pericdic postretirement benefit cost in three ways: (1) as described
above, the subsidy would reduce the obligation for benefits provided by the postretirement health
plan, (2) to the extent election into Medicare Part D coverage causes retirees to elect out of the
Company’s plan, such measures will be lower, and (3) the employer will review the plan design for
alternative ways to capture savings from the Medicare prescription drug act.
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Message Page 1 of 3

Lum, Douglas {Honolulu)

From: Lum, Douglas (Honolulu)

Sent:  September 09, 2004 1:.01 PM

To: ‘Loo, Jennifer’

Ce: Berni, Betty (Honolulu); Lee, Brenda; Horita, Sandra; FILEHON (Honolulu)

Subject: RE: Disclosure-Medicare Prescription Drug, Improverment and Modernization Act of 2003

Hi Jennifer,
Yes, to the best of our knowledge, we confirm the three items described below.

Doug & Betty

R: BB

Douglas Lum

Consultant

Watson Wyatt Worldwide

737 Bishop Street, Suite 2340
Honoiuiu, HI 96813

Telephone: (808)535-0511

Fax: (808)531-1853
douglas.ium@watsonwyatt.com

www. watsonwyatt.com

Notice of Confidentiality

This transmission contains information that may be confidential and that may also be privileged. Unless you are
the intended recipient of the message (or authonzed to receive it for the intended recipient), you may not copy,
forward, or otherwise use it, or disclose its confents to anyone else. If you have received this transmission in
error, please notify us immediately and delete it from your system.

----- Qriginal Message-—

From: Loo, Jennifer [mailto:jloo@hei.com}

Sent: September 07, 2004 11:14 AM

Te: Lum, Douglas (Honoluiu) ]

Cc: Berni, Betty (Honoluiu); Lee, Brenda; Horita, Sandra

Subject: Disclosure-Medicare Prescription Drug, Improvement and Modernization Act of 2003

Doug,

Can you confirm to the best of your knowledge the following?:

{1) Hawaiian Electric Industries, Inc. and its subsidiaries (the Company) have not determined that
benefits provided by its postretirement benefit plans are actuarially equivalent to the Medicare Part
D benefits {based on the guidance provided to date),

(2) should the federal subsidy apply, the impact on costs associated with the subsidy is expected to
be irnmaterial, and

(3} the disclosure in the Company's Form 10-Q for the quarterily pericd ended June 30, 2004 (copied
below) is accurate.

{Note: We are in the process of determining how best to document various processes/disclosures with
KPMG LLP.} ‘
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Let me know, thanks much, Jennifer

From the Company’'s SEC Form 10-Q for the quarterly period ended June 30, 2004:
Medicare Prescription Drug, Improvement and Modernization Act of 2003

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 was signed into law on
December 8, 2003. The Act expanded Medicare to include for the first time coverage for prescription drugs.
The Act provides that persons eligible for Medicare benefits can enroll in Part D, prescription drug coverage,
for a monthly premium. Alternatively, if an employer sponsors a retiree health plan that provides benefits
determined to be actuarially equivalent to those covered under the Medicare standard prescription drug
beneiit, the employer will be paid a subsidy of 28 percent of a participant’s drug costs between $250 and
$5,000 if the participant does not elect to be covered under Medicare Part D.

In May 2004, the FASB issued FASB Staff Position (FSP) No. 108-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, lmprovement and Modemnization Act of 2003.”
When an employer is able to determine that benefits provided by its plan are actuarially equivalent o the
Medicare Part D benefits, the FSP requires (a) treatment of the effects of the federal subsidy as an actuarial
gain like similar gains and losses, and (b) certain financial statement disclosures related to the impact of the
Act for employers that sponsor postretirement health care plans providing prescription drug benefits. The
FASB's related initiai guidance, FSP No. 106-1, “Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug, Improvement and Modemization Act of 2003,” is superseded upon the effective
date of FSP No. 106-2. The effective date of the new FSP for public companies is the first interim or annual
period beginning after June 15, 2004,

In the Company’s current disclosure, the accumulated postretirement benefit obligation and net periadic
postretirement benefit cost do not reflect any amount associated with the federal subsidy because the
Company is unable to conclude whether the benefits it provides are actuarially equivalent to Medicare Part D
benefits under the Act. Currently there is no guidance on how actuarial equivalence is to be determined.
Should the federal subsidy apply, the Company expects the impact on costs associated with the subsidy to
be immaterial.

The new Medicare legislation could impact the Company’s measures of accumulated postretirement
benefit obligation and net periodic postretirement benefit cost in two ways: (1) as described above, the
subsidy would reduce the obligaticn for benefits provided by the postretirement health plan, and {2) to the
extent election into Medicare Part D coverage causes retirees to elect out of the Company’s plan, such
measures will be lower. The Company does expect that fewer retirees will opt for drug coverage in the future
because (1) the premiums retirees pay to participate in the plan has increased substantially, and (2) retirees
may opt for coverage under Medicare Part D instead of the Company's plan. The Company’s measures of
accumulated postretirement benefit obligation and net periodic postretirement benefit cost reflect lower
participation rates than in prior years, based on a study of current participation. The measures are expected
to decrease in the future if experience unfolds showing further evidence of lower participation rates.

CONFIDENTIALITY NOTICE: This e-mail message, including any attachments, is for the sole
use of the intended recipient(s) and may contain confidential and/or privileged information. Any
unauthorized review, use, copying, disclosure or distribution is prohibited. If you are not the
intended recipient, please contact the sender immediately by reply e-mail and destroy the original
message and all copies.
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Price, Julie

From: O'Brien, Myra

Sent: Monday, February 08, 2004 11:58 AM
Ta: Betty Berni (E-mail)

Ce: Price, Julie

Subject: Medicare / HECO Senior Drug Plan info

This is a follow-up to our Medicare Drug / HECO Senior Drug Plan information:

As of 1/31/2004, there are only 39 retirees /spouses in the Senior Drug Plan.
12 retirees(10)/spouses(2) waived coverage to date.
7 BU (bargaining unit) and 5 NBU (non-bargaining)

2003 out-of-pecket cost per person {for 20 years and over):
$116.60

Total premium: $249.93

Max. employer contribution: $133.33

2004 out-of-pocket cost per person:
$158.84

Total premium per person: $292.17
Max. employer contribution: §133.33

Phyllis/Doug will be providing you with the number of retirees after 12/31/1998 and retirees that wilt!
eventually be eligible for participation in the Sr. Drug Plan.

If you need anything else, let me know.

HMSA is looking into Medicare Part D and wrap arounds if any. Stifl in the reviewing stages.

Myra O'Brien
Compensation & Benefits Division
HECO - 543-4674
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Proposal for Retiree Drug Plan Page 1 of 2

Price, Julie

From: Bemi, Betty (Honoluiu) [Betty.Berni@WatsonWyatt.com]
Sent:  Saturday, February 07, 2004 6:23 PM

To: Price, Julie

Cc: Lum, Dougias (Honolulu}

Subject: Proposal for Retiree Drug Plan

Julie, at our last meeting you asked for a quote on fees for determining whether HEIL's post-65 drug
plan is a qualified plan for the Federal subsidy available from the new Medicare legislation and, if it
qualifies, a broad estimate of the amount of subsidy and the impact on FAS 106 net periodic benefit
cost,

Because HEI's cost varies from retiree to retiree based on service and hire date, the plan could
qualify for one participant and not for another. We don't know yet what, if any, aggregation rules
will be allowed in determining actuarial equivalence. Further, since HEI's percentage of the
contribution decreases as premiums increase, very soon the plan would not qualify for any
parrtc:pan?s Thus ?he sub5|dy (if there is any) would be avallable only in the early yenrs when

small. One other point: the rules on how to determine actuarial equivalence to Medicare Part D
benefits are not yet available, which makes any calculation difficult at this time. For these reasons,
we don't think it makes sense to determine when and for which participants the plan would qualify.
One further consideration: Because of the variation from participant to participant and changes each
year, HMSA would have a very difficult time administering any calculation of the subsidy.

So for now, we think the immediate next steps are:

1. determine impact on FAS 106 net periodic benefit cost based on a realistic assumption of the
percentage of retirees who will participate in the drug plan. The current assumption is 100%, so
there will be a cost reduction,

2. check with HMSA to see if they are planning to offer a product that carves out Medicare drug.

At a more strategic level, later next steps would be a review of the drug plan for an evaluation of
the foliowing aiternatives:

1. Determine how the cost sharing would have to change for the plan to qualify for the subsidy
2. Redesign the plan to carve out (wrap around) Medicare drug benefits and pay all or a portion of
the Medicare Part D premium

3. Consider whether to let the plan just die out over time, and retirees if interested could
participate in Medicare Part D

4. Total plan redesign
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Proposal for Retiree Drug Plan Page2 of 2

We can help with all of the above and would work with our group/health actuaries and consultants,
who specialize in drug and other medical plans, on any such project.

Please call to discuss. Thanks.

Betty

Batty Berni

Managing Consuitant and Actuary
Watson Wyatt Worldwide

737 Bishop Street, Suite 2340
Honolulu, Hawaii 96813
Telephone: (808)535-0516

Fax: (808)531-1853

befty berni@watsonwyatt.com
www.watsonwyatt.com

Nofice of Confidentiaiity

This transmission contains inforrnation that may be confidential and that may also be privileged. Unlass you are the
intended recipient of the message (or authorized to raceive it for the intended recipient), you may not copy, forward, or
otherwise use i, or disclose ifs confents to anyone else. if you have received this transmission in error, please notify us
immediately and delele it from your system.
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Price, Julie

From: Bemi, Betty (Honolulu) [Betty.Bemi@WatsonWyatt.com]
Sent: Monday, January 12, 2004 3:36 PM

To: Yeaman, Eric; Lee, Brenda

Ce: Price, Julie; Lum, Douglas (Honolulu)

Subject: Quick Survey on Medicare Drug

I did a quick survey to see how many clients nationwide intend to reflect the Medicare drug subsidy
in 2003 income. Results so far are that only 1 out of more than 10 will reflect the subsidy in 2003
income. Thought you might be interested. Regarding the one who will, the comment was:

"Only 1 out of 4 major clients will reflect. The 1 is looking for any possible expense reduction; even if
it will end up being reversed in part later this year."
(* don't have the exact number because one response was just that 100% will not take subsidy
info account.)

Betty

Botty Bami

Managing Consuitant and Actuary
Watson Wyait Worldwide

737 Bishop Street, Suite 2340
Honolau, Hawaii 96813
Telephone; (808)535-0516

Fax: (808)531-1853
betty.bermi@watsonwyatt.com

www.wiatsonwyatt.com

Notice of Confidentizlity

This transmission contains information that may be confidential and that may afso be privileged. Unless you are the intended recipient of the message
{or authorized to receive it for the intended recipient), you may not copy, forward, or otherwise use i, or disclose its contents fo anyone else. If you
have received this transmission in error, please notify us immediately and delete it from your system.
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Price, Julie

From: Lum, Douglas {Honolulu)

Sent: Friday, January 9, 2004 7:17 PM

To: Yeaman, Eric

Cc: Lee, Brenda; Berni, Betty (Honolulu); FILEHON {Honolulu)
Subject: Medicare Drug Reform

importance:  High
Hi Erig,

As requested, we have reviewed the currently available information regarding the potential drug subsidies provided under
recently enacted Medicare Drug Reform legisiation. Very shortly, HE! will need to decide whether to account for the
effects of the legislation immediately or to wait until the FASE issues guidance. Shown below is a memo from our
research center summarizing the main issues surrounding this decision. As the memo points out, there could be
disadvantages to early adoption.

Brenda asked us to estimate the impact on 2003 income of recognizing the legistation. The legislation would reduce plan
costs in one of several ways. The first would be through plan changes reducing benefits because a portion would be
provided by Medicare. This alternative would not reduce 2003 income because the benefits are negotiated and HE!
cannot unilaterally amend the plan. Secondly, some employers would terminate their plans or pay just Medicare Part D
premiums. A third altemative would be to recognize the Medicare subsidy for providing an employer-sponsored drug pian.
This alternative would impact 2003 income if 50 elected by the plan sponsor.

In order to adapt the third altemative, HEl's plan would have to qualify for the subsidy by providing benefits that are
actuarially equivalent to Medicare Part D. Because the employees pay a large portion of the drug premiums, it is not clear
that the plan qualifies.

The cgiculation of the imoact an 200 inrome wevild invnlve thrae stens:

1} Determine whether or not HEI's plan is actuarially equivalent to Medicare Part D. Guidance on the determination of
actuarial equivalence is not yet available.

2) Assuming the plan qualifies, determine projected claims costs. (Currently, we use premiums rather than claims to
determine plan costs so we would need to franslate premium projections into claims projections. Julie Price is gathering
claims and premium data to help in this analysis. She expects to have this information early next week.)

3} Determine the one-time impact of the subsidy based on the portion of claims that are eligible for the subsidy. This
may need to take into account changes in plan participation for employees that elect to sign up for Medicare Part D
1
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instead.

In addition, over the next year, HEI will probably want to consider plan changes 1o coordinate benefits with Medicare drug
benefits. These changes could lead to higher plan costs after the changes are adopted.

Another issue that needs to be addressed is the possible effect of reversing some of these gains or restatement of prior
earnings if it should turn out that the 2003 gain recognition was too aggressive.

HEI may want to defer accounting for the legisliation until after FASE guidance is issued because of the many uncertairties
and possible disadvantages with respect to early adoption. In any case, additional guidance is expected from the FASB on
Monday, 1/12/04. We will review this guidance and call Brenda 1o discuss how to proceed.

Please call if you have any questions.

Doug & Betty

Douglas Lum

Consuitant

Watson Wyatt Worldwide

737 Bishop Street, Suite 2340

Honolulu, M1 96813
Telephone: (808)535-0511

Fax: {808)531-1853
douglas.lum@watsonwyatt.com
ww watsonwyatt com

Notice of Confidentislity

This transmission contains inforrmation that may be confidential and that may also be privilaged. Unless you are the infended recipient of the message
for awthorized to receive it for the intended racipient), you may not copy, forward, or otherwise use i, or discloss iis contents to anyone else. if you have
received this transmissiot: in error, please notify us immediately and delete i from your system.

The FASB met this morning to discuss comments received on the proposed FASB Staff Position (F SP) No. 106-
a, Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 2003. The Staff received 14 comment letters in response to the proposed FSP, including
one from Watson Wyatt encouraging the Board to permit earlier recognition of the effect of the new law for
plans that anticipate they will be eligible for the Medicare subsidy. Bruce Monte attended this moming’s
meeting and his notes are attached. The highlights of the decisions made at the meeting are as follows:;

* Employers are permitted, but not required, to account for the effects of the Act in the first measurement
date after December 8, 2003.

» Ifthey do not account for the Act immediately, they must elect to defer accounting until the FASB issues
guidance. (Exception: the adoption of any plan amendment affecting the retiree medical nlan would

trigger recognt tion of the effects ot the Act).

¢ The FASB hopes to issue guidance during the first quarter of 2004 (but this may be optimistic).

» Ifthe effect of the Act is recognized in the sponsor’s financial statements prior to the date FASB issues
guidance, then the sponsor’s footnote disclosures must include a description of the methodology used, as
well as a statement indicating that the prescribed accounting treatment is still under consideration, and
that final guidance may require changes to previously reported information.

» Ifan employer chooses to reflect the effect of the subsidy as a one-time credit, this amount must appear
as a separate line item in the employer's income statement.

* The FASB recognizes three areas in which the Act could have an effect on FAS 106 costs: changes in
utilization or benefit election that alter per-capita costs, amendments made as a result of the Act, and the
government subsidy. The first two effects are already addressed by FAS 106 and should be accounted for

2



CA-IR-595
DOCKET NO. 04-0113
PAGE 150F 16

accordingly.

Issues:

* There is an opportunity to realize a reduction in liability disclosed at year-end. In addition, reductions in
expense may be taken beginning in the first quarter, and may be reflected in guidance given to investors.

* There may be disadvantages in adopting early. If the method chosen is conservative, and a more
advantageous approach is available under FASB guidance, has the opportunity been lost to take

advantage of more favorable accounting? (Note that if a more advantaseous od is. nrescribed. it —
- enthdenthnindnttdan Mottt
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Price, Julie

From: Corporate Marketing & PR [CorporateMarketing@WatsonWyatt.com]
Sent:  Thursday, December 18, 2003 7:51 AM

Subject: Follow-up: Watson Wyatt Web Conference ~ Medicare Reform: How It Will Affect Employer-
sponsored Health Care

Thank you for joining yesterday's web conference, "Medicare Reform: How It Will Affect Employer-sponsored
Health Care.” A PDF version of the presentation slides and very brief online evaluation form is available at

httg:/hwww.watsonmatt.com/uslresearch/webconferencesimedicarerx/eval.asg. Your feedback is important to us

to help plan for future web conferences.

Additional information is also available at http:/iwww.watsonwyatt com/medicare. If you have further questions on
Medicare reform including Health Savings Accounts, please contact your local Watson Wyatt consultant.

Happy Holidays.
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CA-IR-596

Ref: HECO response to CA-TR-341 (FAS106 OPEB Costs).

changed effective January 1, 2004. Consequently, the value shown on the updated HECO-1504
for column g (2003) in the row labeled ‘Actual Returns for Valuation” was changed from 22.13%
to 2.29%.” [Note: Although CA-IR-341 refers to information supplied in response to CA-IR-
337, the response to CA-IR-337 has not been filed and is still outstanding as of 4/8/05.] Please
provide the following:

a. Please provide a detailed explanation of the change in “the asset method for funding
valuation” that was implemented 1/1/04.

b. Referring to part (a) above, please explain how the referenced “change” impacts the
quantification of the actual return on assets.

c. Please provide a side by side comparison of the change in “the asset method for funding
valuation” and show the impact on achieved returns.

d. In general terms, would this change in “the asset method for funding valuation” have the
e P o e L PP - dd - V=Y ¥ sl |

HECQ Response:
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asset return is significantly smaller under the new method because the ending asset value is
much smaller under the new method.

See pages 3-5 attached to this response.

No. Generally. the new method could have produced lower returns in certain vears.and

higher returns in other years. Both methods use the same market value gains and losses, but
spread the recognition of those gains and losses in a different pattern. Neither method

would always produce higher or lower retumns than the other.
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Retirement Plan for Employees of Hawaiian Electric Industries, Inc.

and Participating Subsidiaries

Derivation of Valuation Value of Assets as of 1/1/2604 - Old Method

Gain or Loss 2003

{1} Market Value on 12/31/2002

{(2) Contributions

{3) Benefit Payments

{4) Admin Expenses

{5) Expected Income at 8.5%
{6) Expected Asset Value

{7} Market Value on 12/31/2003

{8) Gain/(Loss) for Year
Actual Return:

Unrecognized Portion of Gains and Lesses

Adijusted Assets

{1} Market Value on December 31, 2003

(2) Unrecognized Gain/{Loss)
(3) Adjusted Assets (1}(2)
(4) Accrued Contribution

(5) Total Adjusted Assets: (3)+{4)

(8) Corridor Test: 80%
120%
(7) Actuarial Value of Assets

Market Value incl/accrued

5/8/2005 6:52 AM

JHeNDBVHENWOAWKSHI2004 Val Asset Comparison-RateCase.xls Old Method

Actual Weighted
560,257,888
22,651,446 3,132,267  weight caiculated
{35,984,987) (17,997,494) 0.5000
{351,827) {175,964} 0.5000
46,343,419
592,905,839
673,689,289
80,783,450
127,126,869 23.32%
Year Ended
December 31 Gain/(Loss) Recognized Urnrecognized  Gainf{Loss)
1999 144,984,387 100.00% 0.00% 0-
2000 (99,775,393) 75.00% 25.00% (24,943,848}
2001 {147,176,096) 50.00% 50.00% (73,588,048)
2002 {150,284,881) 25.00% 75.00% (112,713,668)
2003 80,783,450 0.00% 100.00% 80,783,450
Unrecognized Gainf(Loss): (130,462,114)
Heco Helco Meco Hei Total
490,309,770 93,546,744 77,824,403 12,008,372 673,689,289
(94,850,076) (18,115,630} (15,070,948) (2,325,460) (130,462,114)
585,259,846 111,662,374 92,885,351 14,333,832 804,151,403
9,686,494 2,618,450 2,330,816 1,744,669 16,380,429
594,846,340 114,280,824 05,226,167 16,078,501 820,531,832
399,997,011 76,932,185 64,124,175  11,002433 552,055,774
599,805,517 115,398,233 06,186,263 16,503,649 828,083,662
594,946,340 114,280,824  95226,167 16,078,501 820,531,832
499,996,264 96,165,194 80,155,219 13,753,041 690,069,718

Watson Wyatt Worldwide
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Retirement Plan for Employees of Hawaiian Electric Industries, Inc.
and Participating Subsidiaries
Derivation of Valuation Value of Assets as of 1/1/2004 - New Method
Gain or Loss 2003
Actual  Weighted
(1} Market Value on 12/31/2002 N/A
{2) Contributions N/A N/A weight calculated
(3} Benefit Payments N/A N/A 0.5000
(4) Admin Expenses N/A N/A 0.5000
{(5) Expected Income at 8.5% N/A
{6) Expected Asset Value N/A
{7) Market Value on 12/31/2003 N/A
(8) Gainf{Loss) for Year N/A
Actual Return: N/A N/A
Unrecognized Portion of Gains and Losses
Year Ended
December 31 Gainf{Loss)  Recognized Unrecognized Gain/{Loss)
1699 N/A 100.00% 0.00% N/A
2000 N/A 80.00% 20.00% N/A
2001 NIA 60.00% 40.00% N/A
2002 NiA 40.00% 60.00% N/A
2003 N/A 20.00% 80.00% N/A
Unrecognized Gain/(Lossy N/A
Adjusted Assets
Heco Helco Meco Hei Total
{1) Market Value on December 31, 2003 480,308,770 93,546,744 77,824,403 12,008,372 673,689,289
{2) Unrecognized Gain/(Loss) 0 G 0 0 0
{3) Adjusted Assets (1)-(2) 490,309,770 93,546,744 77,824,403 12,008,372 673,689,289
{4} Accrued Contribution 9,686,494 2,618,450 2,330,816 1,744,669 16,380,428
(5) Total Adjusted Assets: (3)+(4) 499,096,264 96,165,184 80,155,219 13,753,041 690,068,718
{6} Corridar Test: 80% 399,897,011 76,932,155 64,124,175 11,002,433 552,055,774
120% 599,905517 115,398,233 96,186,263 16,503,649 828,083,662
(7) Actuarial Value of Assets 495,996,264 96,165,194 80,155,219 13,753,041 680,068,718
Market Value incl/accrued 499,996,264 96,165,194 80,155,218 13,753,041 690,069,718

In the year of the change in asset method, the actuarial value of
assets is set equal to the market value plus accrued contributions.

5/5/2005 6:52 AM HHeNDBHERVOSAWKSH2004 Val Asset Comparison-RateCase.xls New Method Watson Wyatt Worldwide
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Retirement Plan for Employees of Hawaiian Electric Industries, Inc.

and Participating Subsidiaries

2003 Investment Return

@ 1/1/2003

@ 12131/2003

Benefit Payments

Payment (weighted - .488804)
Confributions (weighted)
Contributions

Accrued Contributions

Admin Expenses
Admin Exp (weighted - .489804)

Earnings - New Method
Investment Base - New

Actual Rate of Return - New

Note: .489804 = (1.085".5-1)/.085

Market

Value
560,257,888
673,689,289

(35,994,987)

{17,630,489)
3,132,267
22,651,446

nfa

(351,927)
(172,375)

127,126,869
545,587,291

23.30%

Funding Valuation

Old Method New Method
672,309,466 672,309,466
820,531,832 690,069,718

(35,994,987) {35,994,987)
{17,630,489) {17,630,489)
3,132,267 3,132,267
22,651,446 22,651,446
16,380,429 16,380,429
(351,927) {351,927)
(172,375) {172,375)
145,537,405 15,075,291
657,638,869 657,638,869
22.13% 2.29%

J\HeRDBHENVOAWKSH\2004 Val Asset Comparison-RateCase.xis Retumns

Watson Wyatt Worldwide
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Ref: HECO T-19, page 12 (FAS106 OPEB Costs).

In explaining why the unamortized OPEB regulatory asset should be included in rate base, the
referenced testimony states at line 20: “The unamortized OPEB regulatory assets represents
costs associated with services provided in 1993 and 1994, net of amounts that ratepayers have
paid.” Do the amounts recorded as regulatory assets in 1993 or 1994 represent accrued costs or
actual out-of-pocket cash payments? Please explain.

HECO Response:

The amounts recorded as OPEB regulatory asset in 1993 and 1994 represent the difference
between the OPEB costs determined under Statement of Financial Accounting Standards No.
106 (“SFAS 106”) and the pay-as-you-go amount for OPEB costs, including the electric discount

to retirees.
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Ref: HECO T-19, pages 13 & 35 (FAS106 OPEB Costs & FAS87 Pension Costs).

In explaining who provides the OPEB liability, the referenced testimony at page 35 states:
“Ratepayers provide the funds to support the OPEB NPBC and investors provide the funds
contributed to the OPEB trusts. The OPEB liability is the net of the offset to the OPEB regulatory
asset plus the NPBC and less the funds contributed to the trusts.” Please provide the following with
regard to HECO’s pension accounting:

a. Does HECO record a pension liability in its books and records?
b. Ifno, please explain why it is appropriate to record an OPEB liability but not a pension liability.
¢. If the response to part (a) is affirmative, please provide the monthly balance of such liability

account in 2004 and 2005 to date and provide the amounts used to reduce rate base in the 2005
test year forecast. If none, please explain :

HECO Response:

W‘ﬂ'&f;‘ﬂ'ﬂ vat mamadia manaliw cond e v eade TITHY Y o w w fes® 0 untle o
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the plan, HECO records a pension liability. HECO’s accounting for pension is based on the

guidance under generally accepted accounting principles, primarily Statement of Financial
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Prepaid Pension Asset
Month End Balance in $'s
2004  Jan 64,437,865
Feb 64,524,032
Mar 64,610,199
Apr 64,696,366
May 64,782,533
Jun 65,125,159
Jul 65,254,069
Aug 65,382 979
Sep 75,198,383
Oct 75,327,293
Nov 75,456,203
Dec 81,085,113
2005  Jan 80,717,113
Feb 80,349,113

Mar 79,981,113
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CA-IR-599

Ref: HECO Response to CA-IR-92: General Inflation Factor.

a. Does HECO possess any information supportive of the premise that its non-labor expenses
that were not projected based upon “specific prices, inflation rates, or cost indices” do, in
ﬁ‘o}f_ﬁzd &ﬁ {’i" ar e ra_Airw i s ey s o DT W

b. If affirmative, please provide complete copies of all such information.

HECQO Response;

a. The Company does not have any specific analysis. A general inflation index, such as CPI,
tracks changes in the prices of the general goods and services mcluded in the index. In the
absence of a specific price or index, it makes sense to use a general index.

b. Not applicable.
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CA-IR-600

Ref: HECO response to CA-IR-331 & HECO website at
http:/www.heco.com/CDA/JVN/JVN Shell/ (T&D Emplovees).

According to the Company’s internet postings, the positions open as of April 7, 2005, were
primarily in Power Supply. Comparing the actual employee counts as of February 2005 (see
CA-IR-331, pages 12-20) with the Company’s 2005 test year forecast (HHECO-1612), the Energy
Delivery department was still down 8 “Project Management™ and 10 “System Operation”
emnlovees, Please nrovide the followine:
a. roject Management™ positions:

1. Since February 2005, please state whether each “Project Management™ position open as
of February 28, 2005, has since been filled.

2. For those “Project Management™ positions still open, please describe HECO’s current
plans and expected hire dates to fill those positions.

3. Please indicate whether the 20035 test year forecast was prepared in a manner that
treated those open “Project Management” positions as if filled throughout 2005 and
provide the approximate test year wage and benefits expense by NARUC account
attributable to each such budgeted but unfilled position.

b. “System Operation” positions:

1. Since February 2005, please state whether each “System Operation” position open as of
February 28, 2005, has since been filled.

2. For those “System Operation” positions still open, please describe HECO’s current
plans and expected hire dates to fill those positions.

3. Please indicate whether the 2005 test year forecast was prepared in a manner that
treated those open “System Operation” positions as if filled throughout 2005 and
provide the approximate test year wage and benefits expense

HECO Response:

a. 1. OnHECO-1612, Project Management is listed under Energy Delivery as a separate
entity with a 2003 recorded employee count of 6 and 2005 budget employee count of 8.
During September 2004, the Project Management Division was merged into the

Engineering Department. Please refer to CA-IR-331, page 14 of 28 where Project
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Management (PBP) can be found listed under Engineering and has maintained their
current employee count of 6. The two vacancies remain unfilled at this time.
Of the two vacancies, as a result of the merger, one position was eliminated. The other
position is currently in the process of being filled within the Engineering Department.
The 2005 test year forecast was prepared in a manner that treated the eliminated
position as if filled throughout 2005. The approximate test year wage and benefits
expense for the eliminated position is $139,198. The breakdown of these costs by
NARUC 1s $682, $123,707, $7,515 and $7,294 to accounts 1861, 184, 107 and 186,
respectively. For the remaining vacancy, the 2005 test year forecast was prepared in a
manner that treated this position as if filled beginning in March 2005. The approximate
test year wage and benefits expense of this position is $115,998. The breakdown of
these costs by NARUC is $568, $103,090, $6,262 and $6,078 to accounts 1861, 184,
107 and 186, respectively. The wages portion of the amounts was forecasted primarily
to Energy Delivery clearing.
Since February 28, 2005 the department has filled 6 positions, bringing the current
employee count to 105.
System Operation intends to fill the remaining positions by the end of June 2005.
Yes, in the 2005 test year forecast, these positions were treated as if filled throughout
2005. The approximate test year wage and benefits expense of the 10 positions is
$1,352,000. This estimate for the 2005 test year forecast includes O&M, capital and
clearing costs associated with the positions. As noted in part b.1. above, 6 positions

have been filled.
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CA-IR-601

Ref: HECO response to CA-IR-331 & HECO website at
http://www.heco.com/CDA/JVN/JVN Shell/ (Energy Solutions Employees).

According to the Company’s internet postings, the positions open as of April 7, 2005, were
primarily in Power Supply. Comparing the actual employee counts as of February 2005 (see
CA-IR-331, pages 12-20) with the Company’s 2005 test year forecast (HECO-1612), the Energy
Solutions department was still down 59 “Energy Services” and 4 “Integrated Resource Planning”
employees. Please provide the following:

a. “Energy Services” positions:
p

1. Since February 2005, please state whether each “Energy Services” position open as of
February 28, 20035, has since been filled.

2. For those “Energy Services” positions still open, please describe HECQ’s current plans
and expected hire dates to fill those positions.

3. Please indicate whether the 2005 test year forecast was prepared in a manner that
treated those open “Energy Services” positions as if filled throughout 2005 and provide
the approximate test year wage and benefits expense by NARUC account attributable to
each such budgeted but unfilled position.

b. “Integrated Resource Planning” positions:

1. Since February 2005, please state whether each “Integrated Resource Planning”
position open as of February 28, 2005, has since been filled.

2. For those “Integrated Resource Planning” positions still open, please describe HECO’s
current plans and expected hire dates to fill those positions.

3. Please indicate whether the 2005 test year forecast was prepared in a manner that
treated those open “Integrated Resource Planning” positions as if filled throughout 2005
and provide the approximate test year wage and benefits expense by NARUC account
attributable to each such budgeted but unfilled position.

HECQ Response:

a. “Energy Services” positions:
1. Effective June 28, 2004, the Energy Solutions process area was reorganized. Refer to
response to CA-IR-510 (a) for explanation of the Energy Solutions process area

reorganization. Effective with this reorganization the Energy Services Department and
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the Integrated Resources Planning (“IRP”) Division became part of the Customer

Solutions process area. Because of this reorganization, the Energy Services

Department and IRP Division actual employee counts as of February 2005 no longer

show up under “SR VP Energy Solutions™ (see CA-IR-331 page 19 of 28) but are

reflected instead under “Customer Solutions™ (see CA-IR-331 page 13 of 28).

Refer to CA-IR-510 (b).1 for discussion regarding “open” positions now covered
under this Docket and hirings made during the March 1, 2005 through May 18, 2005
period.  As of May 18, 2005, there were three Energy Services “open” positions
covered under this Docket.

The following represents HECO’s current plans and expected hire dates to fill these

three “open” positions.

a. One Customer Technology Applications Senior Technical Engineer position is
still open. Efforts to fill this position are on-going. This position is envisioned
to be filled by 3™ quarter 2005.

b. The DSM C&I Direct Load Control Program Manager position remains open.
This position is envisioned to be filled by the end of the year.

C. One DSM Program Engineer who will support both the RDLC and CIDLC
DSM programs remains open. However, since the approval of the programs in
October 2004 the engineering and technical work associated with the load
management programs has been performed by a Senior Technical Engineer “on-
loan” from the Customer Technology Applications Division.

The 2005 test year forecast was prepared on the basis that the three “open” positions

were filled on January 1, 2005. See pages 5 and 6 for approximate test year wage and
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benefit expenses by NARUC account for these budgeted but unfilled three positions.
Total 2005 wage and benefit expenses impact for these three “open” positions
approximates $242,646 — $197,007 in wages and $45,639 in benefits.
b. “Integrated Resource Planning ” positions:
1. In October 2004, the Integrated Resources Planning (“IRP”) Division had filled
all open positions and had an actual employee count of 5. One person resigned
from HECO in December 2004 reducing the employee count to 4 and creating an

open position.  As of February 28, 2005, a replacement for this vacant position

had not yet been found and hence the Division’s actual employee count remained

i 1 e ottt w4 HY 7Lk a s - el o LD0
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In addition, the open Senior Resource Planning Analyst position referred to in (2)
above is considered an HECO IRP Incremental position that was also not included
in the 2005 O&M Expense Budget.

The O&M impact of both the IRP Administrative Aide and the Senior
Resource Planning Analyst have been incorporated into the 2005 Test Year O&M
amounts through the normalization test year adjustment of recovering HECO’s
incremental IRP-related costs through base rates. Refer to HECO T-10 pages 64-
67 for further discussion. The 2005 wage impact of both incremental IRP
positions, which is based on both positions being filled as of the beginning of the
year, is an increase of $58,000 to the O&M Expense Budget Account 920
(Administrative and General Expenses — Labor). Refer to HECO-1029 for
derivation of this labor adjustment. This Iabor adjustment is incorporated as part
of the adjustment in HECO-1301 page 1.

The estimated benefits impact of both positions (on-costs approximating
$16.3K) 1s included as part of the 2005 IRP non-labor forecast amount (3669.3K)
per HECO-1029. This amount was used to compute the $560K IRP non-labor
normalization adjustment which resulted in an increase to Account 921
(Administrative and General Expenses — Nonlabor). This nonlabor adjustment

was incorporated as part of the adjustment in HECO-1301 page 1.
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CUSTOMER SOLUTIONS

ESTIMATED 2005 NARUC WAGE/BENEFIT IMPACT SUMMARY
"OPEN" POSITIONS AS OF MAY 18, 2005

“"OPEN" POSITIONS AS OF MAY 18, 2005
(3 Positions)

NARUC ACCOUNT RECAP:
2005 O&M
NARUC Description

910 Customer Assistance Expense

921 Admin & General Expense - Nonlabor

TOTAL

CA-IR-601_a_3rev.xls
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CA-IR-602

Ref: HECO response to CA-IR-331 & HECO website at
http://www.heco.com/CDA/JVN/JVN Shell/ (Customer Service Emplovees).

According to the Company’s internet postings, the positions open as of April 7, 2005, were
primarily in Power Supply. Comparing the actual employee counts as of February 2005 (see
CA-IR-331, pages 12-20) with the Company’s 2005 test year forecast (HECO-1612), the
Customer Service department was still down 10 “Customer Service” employees. Please provide
the following:

a. Since February 2005, please state whether each “Customer Service™ position open as of
February 28, 20035, has since heen filled.

b. For those “Customer Service” positions still open, please describe HECO’s current plans
and expected hire dates to fill those positions.

c. Please indicate whether the 2005 test year forecast was prepared in a manner that treated
those open “Customer Service” positions as if filled throughout 2005 and provide the
approximate test year wage and benefits expense by NARUC account attributable to each
such budgeted but unfilled position.

HECO Response:

a. No. Asof April 7, 2005 all 10 “Customer Service” positions have not been filled.

b. Customer Service Department is currently in the process of hiring the 10 positions that were
vacant as of February 2005. Nine of the positions should be filled by June 2005, and the
remaining positions should be filled by the end of the year.

¢. The open positions were put into the 2005 test year forecast as if those positions were filled
throughout the 2005 test year.

ESTIMATED WAGES

903 NARUC account. $23.00 hase hourtv rate ¥ 2080 Hrs _* 10 Staff=$ 478 400

ESTIMATED BENEFITS
926 NARUC account, $7.99 benefit * 1904 (Productive Hours) * 10 Staff = $152,130

926 NARUC account, 8.39% p/r taxes * $437,920 (Productive Pay of 10 Staff) = $ 36,741
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CA-IR-603

Ref: HECO responses to CA-IR-1 and CA-IR-2 (Labor & Nonlabor Expense Forecasts).

The referenced interrogatories sought detailed support underlying HECO’s 2005 test year
forecast. Item (b) of both interrogatories Sou%t-“cqpies of all calculations, spreadsheet files.

a - i

P —— -

in response to part (a), documenting all work done to determine required staffing levels and
overtime hours by Department, RA, Activity and NARUC Account.” In response, HECO
provided a significant volume of hard copy documentation. However, the information provided
directly to Utilitech did not contain any “spreadsheet files.” Please provide the spreadsheet files,
as originally requested, in an Excel format with all cell references and formulae intact.
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T CAIR-604
Ref: HECO responses to CA-IR-1 and CA-IR-249 (Labor Hour Forecasts & Standard Labor
Rates).

In response to the referenced requests, HECO separately provided hard copies of documentation
showing employee work hours (CA-IR-1) and the standard iabor rates used by HECO to translate
those work hours into labor costs. Please provide the following:

a. For each HECO witness, please provide a recap of the work hours contained on the
various “labor input sheets” that are used by Pillar in compiling the 2005 test year labor
forecast. Such information should be provided in an Excel spreadsheet file format
organized by labor class, such that the hours for each employee can be tied into the
response to CA-IR-1.

b. Using the 2005 standard labor rates provided in the response to CA-IR-249 and the
employee hours provided in response to item (a) above, please provide a “proof” of the
labor costs included in the 2005 test year forecast in an Excel spreadsheet file format.

c. If the responses to items (a) and (b) above indicate that the requested information is either
not available or cannot be provided in an Excel spreadsheet file format because HECO
chose to prepare its 2005 forecast using software that is either not compatible with or is
unable to download detailed forecast data into an Excel spreadsheet file, please provide a
detailed explanation indicating how HECO considers its labor cost forecast (i.e., based on
employee forecasts, which are then translated into labor hours and labor expense) to be
auditable and verifiable.

d. If the responses to items (a) and (b) above do not contain the requested data in an Excel
spreadsheet file format, please provide a detailed explanation as to how HECO would
recommend that the Consumer Advocate quantify any ratemaking adjustments to the
Company’s forecasted increase in employee levels.

e. If the responses to items {a) and (b) above do not contain the requested data in an Excel
spreadsheet file format, please provide a detailed explanation as to how HECO would
recommend that the Consumer Advocate quantify any ratemaking adjustments to the

9 nany’s forecasted labor hours ) )
g oa Lot o ig,_( __ TR w— i,




CA-IR-604
DOCKET NO. 04-0113
PAGE 2 OF 82
were extracted into an Excel file which will be transmitted under separate transmittal. The
printed version of this file is voluminous. One copy each will be provided to the Consumer
Advocate and the Public Utilities Commission under separate transmittal.
The amounts provided in response to part a above are the resuit of multiplying the respective
hours by the respective labor rate. The total labor amount ($59,175,646) and labor hours
(1,814,583) for 2005 provided in response to part a above ties to the direct labor dollars and
hours for the 2005 budget provided in the response to CA-IR-13.
Not applicable.
Not applicable.

Not applicable.

Not applicable.



CA-IR-604
DOCKET NO. 04-0113
PAGE 2a OF 82

Due to the voluminous nature of the information, one copy (pages
3-82) will be provided to the Consumer Advocate and the Public

Utilities Commission under separate transmittal.
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CA-IR-605

Ref: HECO-2301 (Overall Revenue Requirement).

The spreadsheet files supporting HECO T-23 that have been previously provided to Utilitech do
not include HECO-2301 or the referenced “Pbase.xls” or “Pdsmrev.x1s” spreadsheet files.
Please provide the following:

a. Please provide a copy of the referenced Excel spreadsheet files, with cell formulae,
algorithms and links to other spreadsheet files intact and not converted to values.

b. If not contained in the spreadsheet files produced in response to item (a) above, please
provide the algorithms used by HECO to translate the operating income and rate base, under
current rates, and the proposed weighted cost of capital (i.e., 9.11%) into the amounts set

forth in the “Additional Amount” column (pro forma revenue increase and related effects on
other operating income and rate base elements) of HECO-2301 and HECO-2302.

HECO Response:

a. The following electronic files will be provided:
e Phase.xls
e INPUTxIs
e Pdsmrev.xls

b. Not applicable.
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CA-IR-606

.
Ref: HECO T-8 and responses to CA-IR-2 & CA-IR-13 (T&D Outside Services).
CA-IR-2 sought detailed budget information for non-labor items exceeding $50,000. None of
the attachments to CA-IR-2 appear to contain any documentation supporting the development of
the following forecast amounts.

Mg&u v, W ————
"571  PDV 355 501 $500,004 Vegetation Mgmt
593 PDP 471 501 400,000 Wooden Distr. Poles
. 5_9_33 PDV v__f194 501 1336_0,_004 Vegetation Mgmt,

Please provide the following:

a. For gach of these items, please explain and provide a copy of all related workpapers and
analyses showing how the forecast amounts were determined.

b. Vegetation Management.

L.

Referring to the non-labor spreadsheet supplied in response to CA-IR-13, the amounts
forecasted for vegetation management ($500,004 and $1,360,004) appear to
significantly exceed the average expenditures during 2000-2004.

(a)  Does the following table accurately compare historical levels of expenditures for
outside vegetation management services with the test year forecast?

(b) Ifmot, please explain and provide any necessary corrections, mcluding reliance on
internal employees in lieu of external resources.

A/C 571 AJC 593

RA PDV RA PDV

Act. 355 Act. 494

Year EE 501 EE 501

2000 Actual $525,504 $1,339,735
2001 Actual 2,282 480
2002 Actual 4,723 -71,227
2003 Actual 354 3,816
2004 Actual 184,260 1,470,359
2005 FCST 500,004 1,360,004

Referring to the table in item (b) (1) above, please discuss and describe the
discretionary nature of HECO’s tree trimming efforts and requirements.

In quantifying the 2005 test year forecast, please explain and describe any efforts or
methods employed by HECO to normalize the cost of retaining outside contractors for
vegetation management. If none, please so state and explain the absence of any
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normalization {reatment in the context of historical levels of expense.

4. If the identified outside service amounts are included in the quantification of overall
revenue requirement, what assurances can HECO provide that comparable amounts will
be regularly incurred on a recurring basis in future years?

¢c. Wood Poles.

1. Referring to the non-labor spreadsheet provided in response to CA-IR-13, the amount
forecast for wooden distribution poles ($400,000) appears to significantly exceed the
average expenditures during 2000-2004.

(a) Does the following table accurately compare historical levels of expenditures for
wooden pole outside services with the test year forecast?

(b) Ifnot, please explain and provide any necessary corrections, including reliance on
internal employees in lieu of external resources.

A/C 593

Year Act. 471
2000 Actual 0
2001 Actual 0
2002 Actual 0
2003 Actual 486
2004 Actual 260,946
2005 FCST 400,000

2. Referring to the table in item (c) (1) above, please discuss and describe the discretionary
nature of HECO’s wood pole maintenance efforts and requirements.

3. Inquantifying the 2005 test year forecast, please explain and describe any efforts or
methods employed by HECO to normalize the cost of outside contractors for
maintaining and treating wood poles. If none, please so state and explain the absence of
any normalization treatment in the context of historical levels of expense.

4. Ifthe identified outside service amount is included in the quantification of overall
revenue requirement, what assurances can HECO provide that comparable amounts will
be regularly incurred on a recurring basis in future years?

HECO Response:

a. Please refer to CA-IR-1, Project: Various C&M Programs Attachment A, page 8 for

Vegetation Management and page 9 for Test & Treat for a breakdown of costs. The 2005
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test year forecast for outside service costs for vegetation management was based on

maintaining historical expenditures, as noted in item b. 2-4. The 2005 test year forecast for

test and treat of wooden poles was also derived on maintaining historical expenditures, as
noted in response to part c. 2-4 below.

1. (a) No, the attached table above does not accurately compare historical levels of
expenditures for outside vegetation management services with the test year
forecast. Please referto b. 1. (b) for the revised tables.

(b) During the period 2000 — 2004, Vegetation Management outside services was
charged to EE 501 and 505. The tables below illustrate the breakdown between
the EE and the totals. Please also refer to response to CA-IR-66, which was filed

with the Consumer Advocate and the Department of Defense on April 12, 2003,

which discusses the use of EE 501 and 505.

Transmission - (Outside Contractors- Tree-trimming)

A/C 571 A/C 571 AIC 571

RA PDV RA PDV Act. 355

Act. 355 Act. 355 Other

Year EE 501 EE 505 RA’s Total

2000 Actual $525,504 | $196,591 $61 $722,156
2001 Actual 2,282 487,240 0 489,522
2002 Actual 4,723 500,714 3,980 509,418
2003 Actual 354 419,938 375 420,667
2004 Actual 184,260 318,271 0 502,531
2005 FCST 500,004 0 5,000 506,004
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Distribution (Outside Contracters — Tree-trimming)
A/C 593 A/C 593 A/C 593
RA PDV RA PDV Act. 494
Act. 494 Act. 494 Other
Year EE 501 EE 505 RA’s Total
2000 Actual | $1,339,735 $21,413 $18,348 | $1,381,079
2001 Actual 480 | 1,349,372 426 | 1,350,278
2002 Actual (7,227) | 1,236,868 0 1,229,641
2003 Actual 3,816 1 1,724,155 (5,925) 1 1,722,048
2004 Actual | 1,470,359 27,505 0 1,497,864
2005 FCST | 1,360,004 0 01 1,360,004
Total
A/C 571 A/C 593
RA PDV RA PDV
Act. 355 Act. 494
Year Total Total Total
2000 Actual | $722,156 | $1,381,079 | $2,103,235
2001 Actual 489,522 | 1,350,278 | 1,839,800
2002 Actual 500,418 | 1,229,641 | 1,739,059
2003 Actual 420,667 | 1,722,046 | 2,142,713
2004 Actual 502,531 | 1,497,864 ¢ 2,000,395
20056 FCST 505,004 | 1,360,004 | 1,865,008

2-4. Therevised tables inb. 1. (b) illustrate that the program is not operated in a
“discretionary” manner. Also, please note that although amounts are budgeted for
transmission and distribution, during the year the focus may shift between the two
areas, and therefore the budget is viewed in total. The vegetation management program
is designed such that the entire island is divided into 26 regions. Based on the location
and type of growth a “return” cycle of between 12 and 15 months is assigned to each
region. Outside contractors are assigned to perform the trimming work on these 26

regions. For several years we had a starting budget of approximately $1.8 million for
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outside contractors roughly based on historical expenditure levels. Based on this
starting budget and considering work schedules, “return” cycles and HECO Arborists’
and contractors’ experience with actual vegetation growth rates in these regions,
additional work is done if necessary. For the 2000 to 2004 period, the average amount
of outside contractor expenditures was $1,965 million. Based on recent experience it
appears the 2005 forecast understates actual expenditures by approximately $100,000.
(a) No, the attached table above does not accurately compare historical levels of
expenditures for wooden pole outside services with the test year forecast. Please
refer to response to c. 1. (b) below for revised tables.
(b) During the period 2000 — 2004, Test & Treat outside services were charged to EE
501 and 505. The tables below illustrate the breakdown between the EE and the

totals. Please also refer to response to CA-IR-66 (filed with the CA and the DOD

on April 12, 2005) which discusses the use of EE 501 and 505.

AJ/C 593 AIC 593
Act. 471 Act. 471
Year EE 501 EE 505 Total

2000 Actual $0 | $571,236 ] $571,236
2001 Actual 0 179,285 179,285
2002 Actual 0 146,676 146,676
2003 Actual 486 383,864 384,350
2004 Actual 260,946 38,457 299,403
2005 FCST 400,000 0 400,000

The program is not operated in a “discretionary” manner. The 2005 test year forecast
was based on maintaining the same level of expenditures as 2003 and 2004. The actual
costs in 2004 are lower than 2003 actual and 2005 estimated amounts due to
approximately $100,000 of 2004 invoices that were not processed until 2005. Taking

this into account, the 2003 ($384,350) and 2004 ($399,403) actual costs are comparable
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to the 2005 test year forecast. During 2001 and 2002, the work performed was lower as
the scope of the program was being revised. The program now includes additional data

collection, including, but not limited to, Global Position System (GPS) data, field

pictures and the ability to access data electronically.
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CA-IR-607

Ref: HECO T-9 and responses to CA-IR-2 & CA-IR-13 (Customer Accounts — Qutside

Services).

CA-IR-2 sought detailed budget information for non-labor items exceeding $50,000. None of

the attachments to CA-IR-2 appear to contain any documentation supporting the development of
the following forecast amounts.

A/C RA Act. EE
501  PCA 720 501
903 PCA 600 501
903 PCA 614 501

2005 §

$100,000 Improve Bus. Process
485,035 Cust. Inquiries
100,000 Proc. Verify Mail Bills

Please provide the following:

a. For gach of these items, please explain and provide a copy of all related workpapers and
analyses showing how the forecast amounts were determined.

b. Referring to the non-labor spreadsheet supplied in response to CA-IR-13, the amounts

forecast for each of these items appear to significantly exceed the average actual
expenditures during 2000-2004.

1. Does the following table accurately compare historical levels of expenditures for
these items with the test year forecast?

2. If not, please explain and provide any necessary corrections, including reliance on
internal employees in lieu of external resources.

A/C 901 A/C 903 A/C 903

RA PCA RA PCA RA PCA

Act. 720 Act. 600 Act. 614

Year EE 501 EE 501 EE 501

2000 Actual $3,155 $7,918 517,026
2001 Actual 616 90,706 24,258
2002 Actual 247 335,717 4,521
2003 Actual 0 252,462 26
2004 Actual 13,620 -116,231 177,342
2005 FCST 100,000 485,035 100,000
c. Referring to the table in item (b) above, please discuss and describe the discretionary

nature of HECO’s reliance on outside contractors in these customer service areas.

d. In quantifying the 2005 test year forecast, please explain and describe any efforts or
methods employed by HECO to normalize the cost of outside contractors for customer



CA-IR-607
DOCKET NO. 04-0113
PAGE2OF 10

accounting purposes. If none, please so state and explain the absence of any
normalization treatment in the context of historical levels of expense.

e. If the identified outside service amounts are included in the quantification of overall

revenue requirement, what assurances can HECO provide that comparable amounts will
be regularly incurred on a recurring basis in future years?

HECO Response:

a. A/C RA Act. EE 20053 Act. Description
501 PCA 720 501  $100,000 Improve. Bus. Process - See Page 4
901 PCA 600 501 $485,035 Cust. Inquiries — Refer to CA-IR-2
Project No. PO000571 CIS for
$167,353 of this total. See Pages 5-
9 for $313,500 of this total. The balance
of $4,182 is for miscellaneous expenses for
the Department.
901 PCA 614 501 $100,000 Proc. Verify Mail Bills — See Page 10
b. 1. Yes
2. Not Applicabie
c. This is explained in the testimony HECO T-9, page 10, and lines 12 - 5. “Ongoing use of
various experts and consultants enable us to get the benefit of expert assistance as needed on
specialized areas. We utilize exert and specialist help on a part time basis in order to
balance the high cost of outside experts with the value and benefit of such resources. We
believe that this is an effective way to utilize expert assistance without having to maintain a
staff of experts/specialists.”

d. There were no efforts or methods employed by HECO to normalize the cost of outside
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contractors for customer accounting purposes. As explained in the testimony HECO T-9,
page 10, lines 2-5. “The increase in the non-labor expense is primarily due to operational
initiatives including technical improvements, support, customer initiatives and other related
customer operations projects.”
HECO will need to spend comparable amounts on a recurring basis in the future. This is
explained in the testimony HECO T-9, page 5, and lines 6-14. “Significant advances in
customer technology and widespread increases in the use of costly and sensitive electronic
consumer products and appliances have created a more sophisticated class of customers,
with growing needs and expectations. To keep abreast of evolving customer demands and to
better serve its customers, HECO has continued to evaluate and pursue new or improved
Initiatives, systems and tools. As these have grown to meet customer and operating needs,

so has the Customer Service Department’s need for additional and/or different staffing,

skills and resources to develop, implement, operate and maintain these system and tools.”
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PROJECT IDENTIFICATION FORM

Project Title: CSD Continuous Improvement

Perm Project Number: p00006%¢
Code Block PCA720PHEPOG00694501

Purpose/Objectives:
To insure that CSD continues to initiate new process improvement initiatives and sustains and increases performance of implemented
initiatives.

Scope Description:
On going program to identify, implement and sustain process improvements.

Resource Needs:

Labor
None

Materials and Supplies

none

Qutside Services
Censuitant Estimate $1400,008.00

Justification:

—c Er Anssirsa snnarkinibisas Fadnesura and cbroasamline ibe Anarabinane  Aracoccos anAd eresesds e Al rsius jrmiklimbiiime wmd el male s e e

of current initiatives will enable CSD to provide faster and more effective serve to customers. These initiatives include but not limited to
Remote Meter Rasding Disconnect/Reconnect test program, Process Nofication implementation and Business Process Improvement
<tudiec.
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PROJECT IDENTIFICATION FORM

Project Title: Promote e-Customer Service

Perm Project Number: 0000984
Code Block PCAB000AHPO0D0984501

Purpose/Objectives:
1. To encourage customers to use electronic channels, when it makes sense, to conduct business with HECO.
2. To provide our technically inclined customers more "frictionless™ means of conducting business with HECO.

Scope Description:

Primary:

1. complete assessment of current infrastructure supporting e-customer services
2. strengthen current infrastructure, where needed, to deliver excelient e-customer services
3. inform, educate, and assist customers in using e-customer services
Secondary:

. complete assessment of what customers want

. complete assessment of what we have

. prioritized list of what we can and will provide

. assessment of whether to build or buy services in item 3

. deliver services identified in item 3

[Ea I - TR R e

Resource Needs:

Labor
assess current infrastructure, improve current infrastructure, manage promotional campaigns, identify new e-services to provide, deliver
and support new e-services, Estimate $14,721.00

Other
bill inserts, postage, printing materials and IT support. Estimate $62,000.00.

Qutside Services

customer assessment of what they want, campaign development, designer services, printing services, mailing services, possible e-service
provider fees, training to upgrade current workforce skills. Estimate $100,600.00,

Justification:

Lseful and reliable e-services will enhance HECQ's corporate image as a proactive company and, ultimately, gain the trust and confidence
of our customers. We have seen the positive effect of leading edge technology applied to our commercial customers’ needs.
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Perm Project Number: p0o000985
Code Block PCAGOOQAHPOGODS85501

Purpose/Objectives:
To determine the costs and benefits of offering credit card payment opticns to our residential customers.

Scope Description:

1. Pilot offering credit card payment to a smali, targeted segment of our residential customer base. Target a group of customers such
that net cost to HECO is limited to $100,000 annuaily.

2. Assess financial impact to HECQ, and utiimately, its customr base.

3. Assess customer satisfaction with new payment option.
4, Perform cost-benefit analysis of this payment option.

Resource Needs:
Labor
project oversight and subject matter experts, Estimate $7,833.00

Matrials and Supplies
nong

Outside Services
management of project and credit card fees, Estimate - Managment $24,000; Credit Card fees $100,000 based on a rate of 2 1/2 %.

Justification:
As credit cards increase in popularity as the preferred payment option, the demands for HECO to directly offer this option increases.
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PROJECT IDENTIFICATION FORM

Project Title: Global Positioning System

Perm Project Number: P000098s
Code Block PCAGODOAHPOO00986501

Purpose/Objectives:
Upgrade the current GPS system to improve coverage.

Scope Description:
1. Evaluate and compare various vendors and netwarks to identify best fit.

2. Install new system and subscribe to new network service.
3. Test and implement features of new system.

Resource Needs:

Ltabor
project oversight and subject matter experts. Estimate $3.977.00

Materials and Supplies

none

Outsid rvices
Global Positioning System technology and network service subscription. Estimate $18,000.00 annually

Justification:
There currently exists blank spots on the island where communication and monitoring capabilities are lost. An upgraded system would
also allow for the potential of enhanced navigational capabilities which could help the field people complete their work more efficiently.
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PROJECT IDENTIFICATION FORM

Project Title: 3rd Party Pay Solutions

Perm Project Number:  r0o000987
Code Block PCAG6000AHPON00$87501

Purpose/Objectives:
Expand current locations where customers can make a watk-in payment.

Scope Description:
1. analyze current walk-in payments to identify best locations for new walk-in sites
2. work with American Payment Systems to implement walk-in locations where our customers can make a payment

Resource Needs:
Labor
project oversight and subject matter experts. Estimate $2,410.00

Materials and Supplies
none

Qutside Services
Consulting and setup fees. Estimate $22,000.00

Other
IT support. Estimate $4,000.00

Justification:

Partnering with 3rd party payment providers offioads the higher cost of walk-in payments. Studies and experience show that customers
who walk-in to make payment sare usually not too sensitive fo the minimal fee. Their main concern is paying their bill and preventing a
disconnect.
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PROJECT IDENTIFICATION FORM

Project Title: Access-Solutions to Issues

Perm Project Number: P0000988
Code Biock PCAG000AHPOOS0988501

Purpose/Objectives:
1. Understand current issues and situations that prevent HECO from accessing customer meters safely and timely.

2. Develop systems and processes that allow HECO to access meters on customer property safely.

Scope Description:

i. Analyze existing access issues.

2. Categorize and prioritize issues.

3. Identify issues with greatest cost and risk to HECO.
4, Develop solutions for high-cost, high-risk situations.

Resource Needs:

Labor
project oversight and subject matter experts. Estimate $11,996.00

Materials and Supplies

none

uiside Services
analyze current issues; develop solutions. Estimate $49,500.00

Justification:
Access issues are situation where HECO personnel are unable to access company meters for: readings, disconnects, repairs, and
reconnects. It is to the customer and HECO's benefit to complete any of these functions on the first visit,
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PROJECT IDENTIFICATION FORM

Project Title: Competitive Pricing/Biliing

Perm Project Number: P0000686
Code Block PCA6140AHPO000ERE501

Purpose/Objectives:
To offer new competitive pricing options to customers as determined by customer and regulatory strategy, or as required by legislation.
To further insure that the Company is able 1o hili all new competitive rate ontions to all customers when needed,

Scope Description:
Feasibility assessment for competitive rate offerings.

Resource Needs:
Labor
None

Materials and Supplies
none

Qutside Services
Consultant Estimate $100,000.00

Justification:
Competitive rate options will be initiated by the Company or may otherwise be required in the near future.
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CA-IR-608

Ref: HECOQO T-10 and responses to CA-IR-2 & CA-IR-13 (Customer Service — Outside
Services).

CA-IR-2 sought detailed budget information for non-labor items exceeding $50,000. None of
the attachments to CA-IR-2 appear to contain any documentation supporting the development of
the following forecast amounts.

A/C RA Act. EE 2005 8
910 PNR 750 501 $250,000 Maint. Cust. Relations
910 PSA 105 501 100,000 Dev. Marketing Prog.

Please provide the following:
a. For each of these items, please explain and provide a copy of all related workpapers
and analyses showing how the forecast amounts were determined.

b. Referring to the non-labor spreadsheet supplied in response to CA-IR-13, the amounts
forecast for each of these items appear to significantly exceed the average actual
expenditures during 2000-2004.

1. Does the following table accurately compare historical levels of expenditures
for these items with the test year forecast?
2. If not, please explain and provide any necessary corrections, including
. - - o U LU PR i " e— M _

A/C 910 A/C 910

RA PNR RA PSA

Act. 750 Act. 102

Year EE 501 EE 501

2000 Actual $0 $-5000
2001 Actual 0 56,388
2002 Actual 0 27
2003 Actual 0 189
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c. 2002 and 2004 expenditures of $27 and $12 respectively represent miscellaneous
non-labor charges.
d. 2003 expenditures of $189 represent PCEA registration fee for the Energy Services
Department Manager. In 2003, the Marketing Services (PSN) Division of the
Energy Services Department conducted the PCEA conference; therefore, PCEA

conference expenditures were coded to the PSN Division.

Revisions to the table that reflect Green Power program activity only are shown in the

table below.
Revised Table:
A/C 910 A/C 910
RA PNR RA PSA
Act. 750 Act. 102
Year EE 501 EE 501
2000 Actual $0 $0
2001 Actual 0 0
2002 Actual 0 0
2003 Actual 0 0
2004 Actual 0 0
2005 FCST 250,000 100,000

At this time, 1t is not the intention of HECO to hire an outside contractor to develop or
implement the Green Power program, although that remains an option depending on the
discretion of HECO’s management. Instead, HECO intends to hire a consultant to assist in
the development of the program and to use regular HECO staff to implement and
admimister the program.

Yes. Please see HECO’s response to part a. above.

Please refer to HECO’s response to CA-IR-79.
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Ref: HECO T-13 and responses to CA-IR-2 & CA-IR-13 (A&G Expense — Outside

Services).

CA-IR-2 sought detailed budget information for non-labor items exceeding $50,000. None of
the attachments to CA-IR-2 appear to contain any documentation supporting the quantification of

the following forecast amounts.

A/C  RA Act. EE 2005 %
921 P3V 753 501 $120,000 Maint. relat. w/commun.
921 PGS 730 501 480,000 Dev. & Adm. Bus. Plan
921 Pov 700 501 606,400 Research New Technol.
Please provide the following:
a. For each of these items, please explain and provide a copy of all related workpapers and
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d. In quantifying the 2005 test year forecast, please explain and describe any efforts or
methods employed by HECO to normalize the cost of outside contractors in these areas.
If none, please so state and explain the absence of any normalization treatment in the
context of historical levels of expense.

€. Referring to the $120,000 item (maintain relations with the community), CA-IR-2,
Attachment 26 (pages 2-10) discusses government relations, community affairs,
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1. Please describe the specific work undertaken by or expected to be assigned to
Communications-Pacific and Alani Apio, providing the amounts associated with
each.
2. Please provide specific planning details regarding the nature of the specific work

to be undertaken that is described as “an additional amount for specific services”
for which examples were given on Attachment 23, page 2.

3. Please elaborate on the “community process,” specifically discussing the
ratepayer benefits of assisting high school film programs, target message paths,
and emergency grants to high school programs (Searider Productions).

4. Please provide a detailed explanation of the projects undertaken by Searider
Productions and what facilitated HECO’s decision to provide the emergency
grant.

HECO Response:

Please note that the descriptions for activities 700 and 730 in the first chart above are reversed
and should be corrected as follows:

A/C RA Act, EE 2005 8

921 P3V 753 501 $120,000 Maint. relat. w/commun.
921 P9sS 730 501 480,000 Research New Technol.
921 P9V 700 501 606,400 Dev. & Adm. Bus. Plan

a. P3V. The Test Year 2005 amount was determined by a review of past expenditures and
recognition of future community relations opportunities related to known projects in the
leeward coast area.

P9S. See HECO’s response to CA-IR 2, at HECO T-13 Attachment 21 page 5 for an
explanation on the P9S test year budget.

P9V. The Test Year 2005 amount was determined by looking at past expenditures in the

area and looking at the upcoming public affairs challenges. most narticular)v the new




CA-IR-609
DOCKET NO. 04-0113
PAGE 4 OF 9

b. 1. P3V. No, the table does not accurately compare historical expenditures with the Test

7 DL ardiemnndn Lm dvvrm mmnmmann Bt dlan TPamd X mna ANNL an mentn e mmdbtamndn Laee o o

£

P D Y - 2 T 3 b i A S S T P [ T T



CA-IR-609
DOCKET NQO. 04-0113
PAGE S5 OF 9

are charged to various activities depending on the work being performed. The recorded

outside service costs for Public Affairs are as follows:

2000 0
2001 450,000
2002 100,058
2003 155,342
2004 397,448

1. P3V. Seeresponse to part bl for P3V.

P9S. There are no corrections to be made on the P9S Test Year 2005 amount. Internal

oAl — o o oo~ e ol wom gepnled s AT Waryraing-
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However, since the renewable energy activities in the P9S test year budget will focus
on the long-term—emerging renewable energy technologies and policy issues, as
discussed in HECQ’s response to CA-IR-2, on page 5 of HECO T-13 Attachment 21,
outside services will be needed to provide input in these areas.

P9V. See response to part bl for P9V.
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outsider perspective is maintained at all times.

P3V. Asshown in response to part bl for P3V, the historical expenditures are in line with

the Test Year 2005 estimate.

P9S. As discussed in response to part bl for P9S, since the Energy Solution & Technology

Department is new and growing, the comparison of historical expenses to normalize outside

contractors would be inappropriate.

POV. The Test Year 2005 estimate is the level expected to be spent for the foreseeable

future. It has taken a couple of years to calibrate the amount and to some extent, it remains

project dependent, but this amount is appropriate based on our experience.

1. The Test Year 2005 amount is to fund community related activities, to enhance
goodwill and maintain active relations with communities and civic groups where utility
facilities selectively impact a community.

2. The $100,000 was considered to be an appropriate estimate based on past experience,
adjusted upward for additional community relations challenges to enhance goodwill.

1. The Renewable Portfolio Standard (“RPS”) law is a requirement that a certain
percentage of an electric utility's energy be generated by using renewable resources.
Hawaii's original RPS statute was enacted in 2001 (Act 272) and later modified in 2004
(Act 95).

2. The $180,000 for consultants and outside legal counsel and $300,000 for outside
services is based on experience we have had to date in defining and implementing new
technology within the Company.

3. HECO will be evaluating new technology to meet the RPS. This would include market

studies and limited demonstrations of fuel cells, advanced wind technology, advanced
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photovoltaic technology and in the long term, wave energy.

HECO remains committed to the maintenance of a reliable and affordable electric
system and full integration of renewable energy, conservation, energy efficiency and
demand side management in our mix of energy options. These new tools will stand
beside the more traditional thermal generation of electricity with oil and coal in
bringing HECOQ into its new energy future.

Communications Pacific (CommPac) provides a variety of services to the Company.
These include advising us on, and assisting us in executing, good community process;
advising us on the consistency and quality of our messages to the community;
connecting us with other companies and agencies so that we can take maximum
advantage of shared expenses and shared challenges. On this final point, it should be
noted that among CommPac's clients, are the Board of Water Supply, Kamehameha
Schools and Chevron, each of whom has faced similar challenges to ours.

One of the choices the Company had to face in light of the Wa'ahila Ridge and
Keahole controversies was how to dramatically improve our work with impacted
communities. It was obvious to everyone that not only were these controversies very
chalilenging in terms of getting our job done, they were also very expensive, an expense
for which the Company would clearly seek compensation from the ratepayer.

Part of the Company's response was to create the Public Affairs process area
including its Community Re_lations area. There are, however, two solid reasons for
supplementing that hiring: First, we get the services of dozens of experts at CommPac
and we get those services in specialty areas only to the extent we need them; and

second, it provides an ongoing outside perspective to our work. That outside lock, to
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be on our side but still to be somewhat detached as an observer, is critical to keeping

our efforts on track.

We meet with CommPac every two weeks to go over all major public activities of
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profile in the community, they connect us with partners in the community, and at times,
they have even represented us. Without their involvement, we would not have
successfully negotiated a settlement in the Keahole controversy or moved the East
Qahu Transmission Project to the state it is in. The amount expected to be spent on
Communications Pacific is $200,000 for 2005.

The Agreement with Alani Apio is in many ways very similar to the contract with
l—_
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both are currentlv in the necotiation phase and revresent the tvoes of items which must

be funded as part of open and transparent public process.

And again, the principle at work here is that an open and transparent community
process will allow for better decisions on key projects, made at earlier stages (thus
reducing costs), and avoiding protracted disputes with their very heavy costs to all
involved.

3.  One of the keys to communicating successfully with communities is to find out how the
communities themselves want the communication to occur. In the case of West Oahu
and Waianae, we were specifically asked, for example, to work with the school film
programs, with media in the area such as West Side Stories, and with programs such as
Ma'o Farms and Ka'ala Farms. We believe that the messages will be both received in a
factual sense and also received in a content sense if we follow this advice.

The key is who people go to for leadership and what those people say about the

project. And to repeat, the goal is to have project decisions made quickly and for the

riggt Ieasons, That makgﬁ sense ;95 EEE Latenaver and for ys. both from a system Siqe
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4.  Searider Productions (Searider) has engaged in numerous projects for both not-for-

profit causes and for commercial clients. They have expressed an interest in becoming
involved in our conservation education plans. Last fall, however, we received
mformation that Searider was in financial distress. In order to continue working with

Searider, HECO provided them a grant.
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The renewable energy activities in Account 921 will concentrate on the long-term—
technologies and policy issues. These activities would include, but would not be limited to,
hydrogen energy, fuel cells, advanced energy storage systems, and other emerging
technologies that could have a place in Hawaii’s generation mix in the future. Renewable
energy activities in Account 921 will also address the revolving and evolving energy policies.
Some of the state and federal energy policies are renewable portfolio standards, net energy
metering, system benefit charges, protecting the environment, reducing impact on customer
rates, energy security, carbon emissions, energy credit trading, tax credits, and other energy
policies. HECO is taking steps to be even more proactive in the renewable energy field by

looking at the next steps and next technology that will help increase renewable energy on

QOahu.

See response in a.
Comparable actual local EPRI matching funds for HECO in calendar years 2000-2004 are
provided below:

o 2000: $452,049

o 2001: $225,720

+ 2002: $155,000

e 2003: $303,479

o 2004: $243,300
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CA-IR-611

Ref: HECO Response to CA-1R-449 EFOR Rates.

According to the response, “...a substantial amount of boiler, turbine, generator and other work
was done to Honolulu Unit 8 to restore its condition.” Please respond to the following regarding
this statement:

a. Explain the degree of deterioration in the condition of each major system within Honolulu
Unit 8 and how long HECO had been aware of such deterioration.

b. Describe what incremental work, above and beyond recent typical unit overhaul scoping,
was required to restore the condition of the Unit.

c. Provide HECO’s best estimate of the incremental capital and expensed costs incurred in
connection with the incremental work described in your response to part b.

d. Which of the incremental work elements identified and quantified in your responses to parts
b and c, respectively, will not be recurring in future overhauls of the unit?

e. What has been the historical overhaul interval/schedule for the Unit?

f.  What will be the ongoing future overhaul interval/schedule for the Unit?

HECO Response:

a. As shown in HECO-601, Honolulu 8 is 50 years old (in 2004), and operates daily as a
cycling unit. The unit was available and operated in daily cycling mode up until the planned
outage that started on Apnl 12, 2003. Based on the age of HS, daily cycling operation, and
unanticipated problems found on its sister unit, Honolulu 9, during its overhaul in 2002-

2003, similar problems were anticipated on H8. A description of the scope of repairs
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material was required to repair the H9 turbine cylinder, and 1400 pounds of weld material
was required to repair the HS8 turbine cylinder. The weld preparation procedures and repairs
were developed using in-house expertise and, to HECO’s knowledge, was never before
performed in the utility industry. The benefit to the ratepayer is the avoidance of purchasing
a new cylinder with approximately 2 years lead time. The results, as experienced on the H9
repairs, were very successful.

The generator rotor was rewound after inspection of the end turns revealed fractures
in the coil caused by cyclic fatigue due to daily starting and stopping (cycling duty). The
rewind was unanticipated.

The boiler underwent replacement of all tube connections to the front and rear
waterwall headers based on previous tube leak repairs.

The incremental work performed beyond recent overhaul scope included the following:

s Capital projects identified in CA-IR-41, Attachment 2, page 2.

¢ Turbine cylinder crack repairs

o Boiler front and rear waterwall header tube connections
Capital projects and costs for the Honolulu 8 planned outage are provided in CA-TIR-41,
Attachment 2, page 2. It is not possible to estimate the O&M incremental cost impact due to
the age of the unit, and the uncertainty of the longevity of the extensive repairs on the
turbine cylinder and boiler waterwalls. The boiler waterwall header connections will be
mspected during the next boiler planned outage in three years. The turbine cylinder will be
inspected during the next turbine planned outage in six to nine years.
All of the repairs and capital improvements can be expected to recur in future overhauls.

The longevity of repairs and capital improvements depends on many factors as described
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throughout HECO T-6. Also, the repairs and capital improvements included in the scope of

s

unit, and will require repairs and/or replacement at some point into the future. Of the repairs
and improvements completed during the 2003 planned outage, the generator rewind and
boiler waterwall front and rear header tube connections are expected to last well into the
future. While extensive weld repairs were completed on the turbine cylinder, cracking in
untouched areas may occur in the future.

The Honolulu 8 historical planned outage schedule since 1991 is provided below:
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Ref: HECO Response to CA-IR-449 EFOR Rates.

According to the response, “Another example is Waiau Umt 9. It has a five-year (2000-2004)
average EFOR of 26.2%. The unit suffered a major force outage in October 2004 due to
considerable blade damage in the compressor. (See HECO’s response to CA-IR-129). A
substantial amount of work is being done on the unit to restore its condition.” Please respond to
the following regarding this statement:

a. Explain the degree of deterioration in the condition of each major system within Waiau Unit
9 and how long HECO had been aware of such deterioration.

b. Describe what incremental work, above and beyond recent typical unit overhaul scoping,
was required to restore the condition of the Unit.

c. Provide HECQO’s best estimate of the incremental capital and expensed costs incurred in
connection with the incremental work described in your response to part b.

d. Which of the incremental work elements identified and quantified in your responses to parts
b and c, respectively, will not be recurring in future overhauls of the unit?

e. What has been the historical overhaul interval/schedule for the Unit?

f.  What will be the ongoing future overhaul interval/schedule for the Unit?

HECO Response:

a. All systems on Waiau Unit 9 operated normally until the catastrophic failure of the
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service hours up until the compressor blade failure totaled 1163 hrs as compared to W10’s
service hour total of 1233 hrs. This is an indication of the reliability of W9 up until the

blade failure. The only known component that was scheduled to be replaced was the



CA-IR-612
DOCKET NO. 04-0113
PAGE2OF 3
b. In addition to the exhaust duct replacement, the inlet duct was inspected and a decision was
made to replace the inlet duct material to mitigate any future source of erosion, i.e., rust
particles, to the compressor blade. Other items included compressor and turbine water
washing capability; replacement of the original electrostatic precipitator with a lube oil mist
eliminator, and an upgrade of the Bentley Nevada turbine supervisory instrumentation.
¢. The capital and O&M cost for the items in b. above are broken down as follows:

~

e Fxhanst duct - $1.213.000 Canital

=

m‘|"

¢ Water washimg - $117,015 Capital

e Inlet duct repairs - $499,522 O&M (as of 6/2/05)
¢ Lube oil mist eliminator - § 72,072 O&M (as of 6/2/05).
d. The items listed above are not expected to recur in the near term.
e. Overhaul type and interval for the peaking units based on 2-year combustor inspections, 4-

year hot gas path inspections, and 8 to 10 year major inspections prior to the commercial
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accessible sections of the compressor, turbine, generator and combustor.
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CA-IR-613

Ref: HECO Response to CA-IR-449 EFOR Rates.

According to the response, “Waiau Unit 10 has a five-year EFOR of 14.5%, but that unit is
scheduled for a lengthy planned outage in 20035 to restore its condition.” Please respond to the
following regarding this statement:

a. Explain the degree of deterioration in the condition of each major system within Waiau Unit
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b. Describe what incremental work, above and beyond recent typical unit overhaul scoping, is
required during the 2005 outage to restore the condition of the Unit.

c. Provide HECO’s best estimate of the incremental capital and expensed costs to be incurred
in connection with the incremental work described in vour response to part b.

d.  Which of the incremental work elements identified and quantified in your responses to parts
b and c, respectively, will not be recurring in future overhauls of the unit beyond 20057

e. What has been the historical overhaul interval/schedule for the Unit?

f.  What will be the ongoing future overhaul interval/schedule for the Unit?

HECO Response:

a.

Waiau Unit 10 has been operating reliably as indicated by the level of service hours in CA-

IR-33. Attachment 2. The scove of work nlanned for W10 is similar to. that of Waiay 9

except for the replacement of compressor and/or turbine blades unless it is determined
through nondestructive testing that replacement is required. As mentioned in CA-IR-612,
Waiau 10 also underwent fiber optic visual inspections in October 2002 and April 2004.

Except for blade replacement, the scope of work for W10 will be similar to that of W9. In

addition, W10 wil] yndergo a controls unerade that was not nossible on W9 due to the
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Please refer to CA-IR-612, c. As mentioned in b. above, in addition to the similar scope
performed on W9, a controls upgrade (capital) is planned for W10 at a cost of $439,600.
Please refer to CA-IR-612, d.
Please refer to CA-IR-612, e.

Please refer to CA-IR-612, f.
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CA-IR-614

Ref: HECO Response to CA-IR-451 Honolulu Power Plant Retirement.

Please provide a complete copy of the “Study completed by Sargent & Lundy” that has “shown
that Honolulu Units 8 and 9 can operate reliably and cost-effectively until at least 2024.”

HECO Response:

The referenced study contains confidential information. HECO will provide the study on
Honolulu 8 and 9 to the Commussion, Consumer Advocate and Department of Defense under a
protective order when a protective order is issued.

As an alternative, please see HECO’s response to CA-IR-32 (attached) in Docket No. 95-
0347 (HECO IRP-2). The response provides summary conclusions from each of the remaining
useful life assessments performed on all of HECO’s generating umits, except for Kahe 5 and 6,

which are the newest units on HECO’s system.
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Ref: IRP 3~

if UL) Assessments.

HECO cites several RUL assessments used in
determining the retirement dates assumed in
its Annual Evaluation and IRP-97 plans.
Please provide the cover pages and document

the conclusions of thesge reports.
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HECO Response:

.,
reports if they have previously been filed

with the Commission and the Consumer

advocate.

The cover pages for each of the Remaining
Useful Life Assessment Reports are attached.
The conclusions of each of the reports' are

summarized below:

Honolulu Uni 8 & 9: ™ There were no

significant technical reasons found that
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some components, especially the electrical
components., The limit of the upeful life
will probably be economic and the commercial

development of less costly technologies.”

Walau Unite 3, 4. S, & 6: ™ In conclusion,

there were no significant technical reasons .
found that will limit, the operational life of
the units to less than 25 additiomal years.
However, there is relatively 1ittie available
data for some compcn%pts, especiaily the
electrical components. . The lgﬁit of the
useful life will probably be economic and the
commercial development of 1es§ costly

technologies.”

cqnclusion, there were no significant
technical reasons found tﬁat will limit the
operational life of the units to less than 25
additional years. However, there is

relétively little available data for some
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components, especially the electrical
components. The limit of the useful life
will probably be economic and the commercial

development of less costly technologies.®

Kahe Units 3 & 4: ™ In conclusion, there

were no significant technical reasons found '
that will limit the operational life of the -
units ﬁo less than 25 additionéi years.
However, there is relatively little available

data for some components, especially the
’
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useful life will probably be economic and the
commercial development of less costly

technologies.”

Wajau i & 10: * The Waiau units have

. operated less than 10,000 héurs and are
forecast to operate less than 25,000 total
hours by the year 2030. Based on the above
it is predicted that Waiau 9 & 10 to operate

ecoﬁomically until 2030 at the forecast
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loading. It is possible that the units maf
be able to operate significantly past the
year 2030 but it is not practical to predict .
further. Therefore the scheduled retirement
dates for ﬁaiau 9 & 10 should be revised to
2030. The remaining life should be
reevaluated in about 10 years or if there is

a major change in HECC's needs.”
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Honolulu Unlts 8 & 9
Condition Assessment and Remaining Useful Life

- Prepared for
Hawaiian Electric Company

SL-5120
June 26,1997

Lunrnclyts

55 £ast Monroe Street
Chicago, IL 60803-5780 USA
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Waiau Units 7 & 8 and Kahe Uniits 1 & 2
Condition Assessment and Remaining Useful Life

‘Prepared for
- ‘Hawaiian Electric Company

SL-5100
February 10, 1997

-

“-l. AN

Sar-gant: ?Sv. Lundy“-"
fﬂ{_ﬁ‘.‘g :
»--‘/J..
55 East Morwoe Street
Chicago, L 60803-5780 USA
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Kahe Units 3 & 4
Condition Assessment and Remaining Usefuf Life

Prepared for
Hawaiian Electric Company

SL-5101
March 18, 1897

|

— ) 7 —

55 East Monroe Strest
Chicago, IL 60503-5780 USA

prr.
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| Hawaiian Electric Comuanv

Condition Assessment and Life Extension Study

SL-5074
-' _ ' July 1996
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- CA-IR-615

Ref: HECO response to CA-IR-260 & HECQ-1605 (Rent Expense).

In response to CA-IR-260, the Company updated HECO-1605 to reflect revised lease rates,
including the proposed capital lease treatment of the renegotiated King Street lease. Please
provide the following:

a. Inresponse to CA-IR-260(a), HECO summarizes its proposed ratemaking treatment of the
King Street lease, as follows: $521,315 in amortization expense; $9.948 million in rate
base; $10.115 million lease obligation; and a $301,365 HEI rent credit (see revised HECO-
1605). Please compare the revenue requirement effect of the proposed capital lease
treatment to an operating lease treatment, showing all calculations.

b. Referring to item (a) above, does HECO plan on including the long-term lease obligation in
the capital structure or using it as a rate base reduction to offset the lease asset? Please
explain, indicating the cost rate to be applied to any lease obligation included in the capital
structure.

c. Inrenegotiating the King Street lease, were any economic or financial studies/analyses
conducted by or for HECO/HEI for purposes of analyzing the relative costs and benefits of
the renegotiated lease terms?

1 If e smlacor- mmw—rrddle =~ casnereL 2ol wbeeder o cmesl w231 11 47
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relevant guidance from FAS 71 is attached on page 4. The impact of the financial statement
treatment is that the capital structure is impacted by the lease obligation even if the lease is

treated as an operating lease for ratemaking purposes.

HECO proposes to include the Jease obligation in its capital structure and incorporate the

b.
8165 ¥
embedded interest rate of-5-789% in its cost of capital.
¢. Yes, numerous comparisons of options were prepared based on the offers as they were being

considered by the Company. The comparisons are voluminous, please contact Irene Sekiya

at 543-4778 to arrange for viewing.
d. Key features of the new lease are:

1. Fixed monthly payments for the twenty-year term as follows:
Effective Date to November 30, 2009 | $64,583.34
December 1, 2009 to November 30, 2014 $71,041.67
December 1, 2014 to November 30, 2019 $78,145.84
December 1, 2019 to November 30, 2024 $85,960.42

2. KSBE to pay for building improvements as follows:

Effective Date to 4" anniversary up to §5 million
4% anniversary additional $2 million
11" anmiversary additional $2 million

In the prior King Street lease dated April 18, 198_0, annual payments were fixed for the first
two years and eight months at $67,000 and for the next five years at $134,000. Thereafter,
the payments were subject to renegotiation every five years. The lease was first amended on
March 6, 1990 to reflect annual rent of $385,000 for the period December 1, 1987 to
November 30, 1992, | On April 20, 1998, the lease was further amended to reflect annual

© WitersT EATe Chnre) DG 70 UTDATEN A%BOMPTOn OF THE Npw UG
Betumiong UL || 2005, e, RENCTED 1J A CingE To THG vhLug
OF MG Leke Paiustts ovgp. e P oF THE LA
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relevant guidance from FAS 71 is attached on page 4. The impact of the financial statement
treatment is that the capital structure is impacted by the lease obligation even if the lease is

treated as an operating lease for ratemaking purposes.

HECO proposes to include the lease obligation in its capital structure and incorporate the

embedded interest rate of 5.789% in its cost of capital.
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rent payments of $750,000 for the period December 1, 1992 to November 30, 1997 and
$775,000 for the period December 1, 1997 to November 30, 2004. HECO was responsible

for all building improvements.
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Per Financial Accounting Standard No. 71 “Accounting for Certain Types of Regulation”

Accounting for Leases

40. Statement 13, as amended, specifies criteria for classification of leases and the method of
accounting for each type of lease. For rate-making purposes, a lease may be treated as an
operaimg lease even though the lease would be classified as a capltal lease under the criteria of

PEE T 4 £ PR P o I B, e, N T i i A
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expense 1 the period 1t covers.

41. For financial reporting purposes, the classification of the lease is not affected by the
regulator's actions. The regulator cannot eliminate an obligation that was not imposed by the
regulator (paragraph 12). Also, by including the lease payments as allowable costs, the regulator
sets rates that will provide revenue approximately equal to the combined amount of the
capitalized leased asset and interest on the lease obligation over the term of the lease and, thus,
provides reasonable assurance of the existence of an asset (paragraph 9). Accordingly, regulated
enterprises would classify leases in accordance with Statement 13 as amended.

42. The nature of the expense elements related to a capitalized lease (amortization of the leased
necat ard interect Aan the legce nhlioatinny 1< not chanoced by the recilatore setionrn: however the
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King 5t. Lease

Capital Lease With
Capital Lease for Book and Recovery based on L.ease

Ratermnaking Payments
Revenue Revenue
Year Requirements Net Income Reguirements Net Income
2005 1,983,000 649,000 1,643,000 655,000
2006 1,933,000 623,000 1,626,000 643,000
2007 1,873,000 597,000 1,608,000 629,000
2008 1,811,000 571,000 1,588,000 615,000
2009 1,745,000 544,000 1,597,000 589,000
2010 1,672,000 516,000 1,614,000 580,000
2011 1,603,000 487,000 1,583,000 557,000
2012 1,533,000 457,000 1,551,000 534,000
2013 1,462,000 427,000 1,617,000 509,000
2014 1,384,000 395,000 1,513,000 481,000
2015 1,299,000 362,000 1,516,000 449,000
2016 1,218,000 328,000 1,467,000 413,000
2017 1,135,000 292,000 1,415,000 375,000
2018 1,050,000 256,000 1,360,000 335,000
2019 956,000 218,000 1,338,000 292,000
2020 854,000 179,000 1,323,000 242,000
2021 756,000 137.000 1,248,000 188,000
2022 655,000 94,000 1,169,000 130,000
2023 550,000 49,000 1,086,000 70,000
2024 277,000 13,000 604,000 19,000

25,759,000 7,194,000 28,366,000 8,315,000
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Assumptions Input
Afterqax Weighted
Weighted Average Revenue
Sost of Caoital Assumptions, Weight Rats Weighted Average Average Requirement  Rev Regq
ST Debt : 3.00% 6.00% 0.180% - 0.110% 0.198%
Taxable Debt ** . 36.00% 5.63% 2.027% 1.238% 2.224% 6.179%
‘Preferred Stock 7.00% 8.00% 0.560% 0.560% 1.006%
-Common Stock 54.00% 12.00% 6.480% 6.480% 11.642%
: 8.247% 8.388% 15.070%
Federal 35.00% 32.89%
State ' 6.40% . 6,02%
38.91%
Public Service Company Tax 5.885% (on gross receipts)
PUC Fee 0.500% {on gross receipts}
Franchise Tax B 2.500% (on electricity sales)
Revenue Tax Rate : 8.885% ,
: ) Annual Monthly
Incremental Borrowing Rate 5.630% 0.469%
Total including
: ‘ Tota! GET GET
Appraisal 3.470,000
. 4.0000%
Monthly Lease Payments 4.1670%
Effective Date to 11/30/2009 £4,583.34 2,691.19 67,274.53
12/1/2008 to 11/30/2014 71,041.67 2,960.31 74,001.98 .
121112014 to 11/30/2019 ) 78,145.84 3,266.34 81,402.18
1212018 to 11/30/2024 ‘ 85,960.42 3,581.97 89,542.39
Annual Lease Pavments
Effective Date to 11/30/2009 775,000 32,294 807,294
121172009 to 11/30/2014 852,500 35,524 888,024
12/1/2014 to 11/30/2019 . 937,750 39,076 976,826 -
12/1/2019 to 11/30/2024 . 1,031,525 42,984 1,074,509
HE! sq. fi. 8.874
Total building sq. ft. 58,313
‘HE! % 15%
Capitalized Leased Property 10,209,077

** Assumed "taxable debt” as theoretical quantification of the impact to HECO to simplify the analysis,
(Eliminates the need to adjust income tax deferral for adjustment to tax depreciation if revenue bond financing is assumed.)
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Assumptions Input

Weighted
Average Revenue

Cost of Capital Assumptions: Weight Rate Weighted Average Avera Reguirement Rev Reqg
ST Debt 3.00% 6.00% 0.180% 0.198%
Taxable Debt ** 36.00% 5.63% 2.027% 38% 2224% 6.179%
Preferred Stock 7.00% 8.00% 0.560% . 1.006%
Common Stock 54.00% 12.00% 6.480% 6.480% 11.642%
9.247% 8.388% 15.070%

Tax Assumptions:
Federal 35.00% 32.89%
State 6.40% 6.02%

38.91%

Public Service Company Tax
PUC Fee
Franchise Tax

5.885% (on gross receipts)
0.500% (on gross receipts)
2.500% (on electricity sale

Revenue Tax Rate

8.885%

Annuatl Mornithly |,
Incremental Borrowing Rate 5.630% 0.46
Total inciuding
Total GET

Appraisal 3,470,000 F.

$0000%
Monthly Lease Payments F.1670%
Effective Date to 11/30/2009 64,583.24 P,691.19 67,274.53
12/1/2009 to 11/30/2014 71,041.67 2,960.31 74,001.98
12/1/2014 to 11/30/2019 78,145.84 & 3,256.34 81,402.18
12/1/2019 to 11/30/2024 85,960.42 © 3,681.97 89,542.39
Annual L ease Payments
Effective Date to 11/30/2009 32,294 807,294
12/1/2008 to 11/30/2014 35,524 888,024
12/1/2014 to 11/30/2019 39,076 976,826
12/1/2019 to 11/30/2024 42,984 1,074,509
HE! sq. ft.
Total building sq. ft.
HEIl %

Capitalized Leased Property

10,209,077

** Assumed "taxable debt" as theoretical quantification of the impact to HECQ to simplify the analysis.

(Eliminates the need to adjust income tax deferral for adjustment to tax depreciation if revenue bond financing is assumed.)
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Year 1 2 3 4 5 6
Number of Months in Year 12 12 12 12 12 12
Total Payments (10,209,077} 807,294 807,294 807,204 807,294 854,386 888,024
Excise Tax Pmt 32,294 32,264 32,294 32,294 34,178 - 35,524
Lease Pmt 775,000 775,000 775,000 775,000 820,208 852,500
HEl Payments 129,353 129,353 129,353 129,353 136,899 142,289
Capital Lease Treatment
Cash Flow "
Lease Payment 807,294 807,254 807,294 BO7,204 854,386 888,024
Excise Tax Expense 32,204 32,294 32,294 . 32,284 34,178 35,524
Interest Expense on Lease Obligation 582,315 570,932 558,878 546,111 531,834 513.484
Principal Repayment 192,686 204,068 216,122 228,889 288,274 338,016
‘Total Debits 807,294 807,294 8071.394 807&94 854,386 888,031_
Current Tax Deduction 807,204 - 807,264 807,284 807,294 854,386 888,024
Book Expense 1,140.399 1 129,016 1,116,961 1,104,194 1,091,901 1,074,797
Deferred Tax Base (333,104)  (321,722)  (309,667) (296,900) (237,515} (186,773)
Deferred Tax (129,610} (125,181 120,491 115,523 92,41 673
Accumulated Deferred Tax (126,610)  (254.791) _ (375.282) (480,805 (583,222) {655,895}
Leased Property 10,208,077 10,208,077 10,209,077 10,208,077 10,208,077 10,209,077
Amortization Expense §25,789 525,788 525,789 525,788 - 525,788 §25,78%
Accumulated Amortization 525,788 1,051,579 1,577,368 2,105,157 262847 3,154,736
Net Leased Property 10,208,077 9,683,288 9,157,498 8,631,700 8,105,820 7,580,130 7,054,341
Ending Rate Base 10,208,077 9,812,898 9,412,290 9,006,991 8,596,725 8,163,352 7,710,235
Average Rate Base 10,010,987 » 9612,584 5,209,640 5,801,858 £,380,038 7,936,794
Beginning Lease Obligation 10,209,077 10,016,382 9,812,324 8,596,202 9,367,313 9,079,038
Lease Interest Expense 582,315 570,832 558,878 548,111 531,934 513,484
Principal Repayments 192,685 . 204,668 216,122 228,889 288,274 339,016
Ending Lease Obligation 10,209,077 40,016,392 » 9,812,324 9,506,202 £,367,313 9,079,038 8,740,022
ST Debt 3.0% | 306,272 204,387 82,369 270,240 . 257,902 244,901 231,307
Taxable Debt 36.0% {6,533,809) (6,483,749) \(6,423,900) (6,353,685) (6,272,492) (6,140,232) (5.964,337)
Preferred Stock 7.0% 714,635 686,903 658,860 630,489 601,771 571,435 538,716
Common Stock 54.0% 5512802 572089065 5 082,636 4,863,775 4,642,231 4,408,210 4,163,527
Total Ending Capltalization 10,209,077 9,812,898 9412,290 8,006,991 8,596.755 8.1 63.353 7,710,235
Average ST Debt 300,330 \zsag?a 276,289 264,056 251,401 238,104
Average Taxable Debt (6,508,779) (6,453,824) (6,388,793) (6,313,088) (6.206,362) (6,052,284)
Average Preferred Stock 700,769 672,882 B44.675 616,130 603 555,576
Average Common Stock 5405933 5.1980,801 4,973,206 4,753 003 4525221 4,285,869
Average Capitalization 10,010,087 0,612,504 9209640 8,801,858 8,380,038 7,936,794
ST interest Expense 6.00% 18,020 17’\’10 16,577 15,843 15,084 14,286
‘faxable Debt interest Expense 5.63% (366,444)  {363,3 350 (359,689) (355.427)  (348418) (340,744)
Preferred Dividends 8.00% 56,062 53,831 51,574 49,290 45,928 44,
Return on Common 12.00% 648,712 6228 596,785 570,360 543,028 - 514,304
Revenue Requirements 1,893,394 1,933,122 \1 872150 1,810,435 1,741,073 1,668,970
Revenue Taxes 177,113 171,75 166,341 160,857 154,604 148,288
Amortization Expense 525,789 525,789 525,789 . 525,789 525,788 525,789
Excise Tax Expense 32,294 32,294 32,294 32,294 34,178 35,524
HE| Rent Payments (128,353}  {129,353) 129,353}  (129,353) (136,899) (142,289)
interest Expense 233,890 224,885 15,766 206,527 - 197,600 187,026
income Before Taxes 1153660 1,107,749 11,061,313 1,014,321 965,710 914,631
income Taxes 448,887 431,023 '\ 442,955 394,670 375,756 355,881
Preferred Dividends 56,082 53,831 \ 51,574 49,290 46,928 44,446
Net income 648,712 622,896 \ 596,785 570,360 543,026 514,304
HECO: HECO:

Er\dmgmmbasednngedmmm a change in
amortization expense as 3 result of the updated
assumption of the new lease begianing Juty 1, 2005.

Ending kease obligation changed due to a change in the obligation
reduction as a result of the updated assumption of the new lease
beginning July 1, 2005.
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- HKing Street Lease
Year 1 2 3 4 5 8
Number of Months in Year 12 12 12 12 12 12
Total Payments (10,208,077} 807,204 807,294 807,294 807,294 840,932 888,024
Excise Tax Pmi 32,294 32,294 32,204 32,294 33,640 35,524
Lease Pmt 775,000 775,000 775,000 775,000 807,282 852,500
HEI Payments 129,353 129,353 129,353 129,353 134,743 142,288
Capital Lease Treatment
Cash Flow
Lease Payment 807,294 807,294 807,294 807,294 840,532 888,024
Excise Tax Expense 32,254 32,294 32,284 33,6840 35,524
interest £xpense on Lease Obligation 586,010 574,775 550,262 536,589 518,719
Principal Repayment 188,990 200,225 2 224,738 270,703 333,781
Totat Debits 807,234 807,294 .~ B07,294 807,284 840,832 888,024
g
Current Tax Deduction 807,284 80?,2?3}5' 807,284 807,294 840,832 888,024
Book Expense 1,139,619 1‘128,_;‘%4 1,116,481 1,103,871 1,081,543 1,075,558
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King Street Lease

Year
Number of Months in Year

Tolal Payments
Excise Tax Pmt
Lease Pmt

HEl Payments

Capital Lease Treatrnent
Cash Flow

Lease Payment

Excise Tax Expense .

Interest Expense on Lease Obligati

Principal Repayment
Total Debits

Current Tax Deduction
Book Expense

Deferred Tax Base
Deferred Tax

Accumulated Deferred Tax

Leased Property
Amortization Expense
Accumulated Amortization
Net Leased Property

Ending Rate Base
Average Rate Base

Beginning Lease Obligation
Lease Interest Expense
Principal Repayments

Ending Lease QObligation
ST Debt

Taxabie Debt

Preferred Stock

Common Stock

Total Ending Capitalization

Average ST Debt
Average Taxable Debt
Average Preferred Stock
Average Common Stock
Average Capitalization

ST interest Expense

Taxable Debt Interest Expense
Preferred Dividends

Retum on Common

Revenue Reguirements
Revenue Taxes
Amortization Expense
Excise Tax Expense

HE| Rent Payments
interest Expense
income Before Taxes
Income Taxes

Preferred Dividends

Net income

CA-IR-615 (revised 6/13/05)
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7 ] g 10 11 12 13 14
12 12 12 12 12 12 12 12
888024 888,024 . 888024 039,825  O76,826  O76,826 976826 976,826
35,524 35,524 35524 37,596 39,076 39,076 39,076 39,076
852500 852,500 852,500 902,228 937,750 937,750 937,750 937,750
142,289 142289 142280 150589 156518 156518 156518 156,518
BBE,024  B88024 888024 939825 976826 976,826 976826 976,826
35,524 35,524 35,524 37,596 39,076 39,076 39,076 39,076
493457 472247 448784 425274 395535 363505 320583 2938657
359.043 380,253 402716 476955 542215 574,245 608,167 644,083
888,024 888,024 868024 03085 076,826 _ 076826 076826 976,826
888024  B88024  88B024 930825 76,826 976,826 976825 976,826
1054770 1,033,560 1,011,097 088,659 960,401 928,371 894448  B58522
(166,746)  (145536) (123074)  (48,83d) 16,425 48,455 82378 118,304
(64,881 (56.628)  (47,888) _ (19,001) 6,391 18,854 32,053 46,032
(720.778)  (777,403) _ (B25.291) _ (844,262)  (837,901)  (B15,047)  (786,994) (740,962)
10,200,077 10,209,077 10,209,077 10,209,077 10,209,077 10,209,077 10,209,077 10,209,077
526,780 525789 525789 525786 525789 525788 525789 525789
3680526 4206315 4732404 5257804 5783683 6300472 6835262 7,361,051
6,528,551 . 6,002,762 5476973 4,951,183 4425384 3,800,605 3,373815 2,848,026
7249327 6,780,465 6,302,264 5795475 5,263,205 4,718,652 4,160,800 3,588,988
7479781 7014746 6541214 6,048,870 5529385 4,990,973 4,439,731 3,874,899
8740022 8380979 8000726 7.598.010 7,121,055 6578840 6,0045%6 5396428
493457 472247 449784 425274 395535 363505 329,583 293,857
350,043 280,263 402,716 476,956 542,215 574,245 608,167 644,003
8380,970 8000726 7,598,010 7,121,055 6,578,840 6,004,506 5396428 4,752,335
217.480 203,405 189,068 173,854 157,889 141,560 124824 107,670
(5.771,221) (5.559,866) (5329,195) (5.034,684) (4.684,054) (4,305.881) (3,898,537) (3,460,299)
507463 474,612 441,158 405683 268431 330,306 291,257 251,229
3914635 3,661,289 3403222 3120557 2842179 2548,072 2246837 1,938,054
7540337 6,780,165 6,302,064 5796475 5,263,295 4,718,652 4,160,800 3588988
224,393 210,442 196,236 181466 165882 149,729 133182 116,247
(5,867.779) (5,665,544} (5444,531) (5181840} (4,850,369) (4,494,968) (4,102,209) (3,679,418)
523585 401,032 457,885 423421 887,057 345,368 310781 271,243
4030.082 3787.963 3,532,256 3,266,390 2,985868 2695126 2397455 2,092.445
7.479.781  7.014,746 6,541,214 _ 6,048,870  5529,385 4,990,973 _ 4.439,731 3,874,898
13,464 12,627 11,774 10,888 9,953 8,984 7,982 6,975
(330.356)  (318,570) (306,527) (201,743) {273,582)  (253,067) (230,954) (207,151)
41,887 39,283 36,631 33,874 30,965 27,849 24,862 21,609
484690 454,556 423,871 391967 358,304 323415 287,695 251,083
1500686 1,520,170 1.457,347 1,376,583 1,202,275 1210478 1,126,708 1,040,848
142,132 135867 120485 122,310 114,818 107,551 100,108 92,479
525780 625780 525789 525789 525789 525789 525789 525,789
35,524 15,524 35,524 37,59 39,076 39,076 39,076 39,076
(142.280)  (142,289) {142,289) (150,580) (156,518) (156,518) (156,518) (156,518)
176,565 165904 155032 144,419 131,906 119422 06,620 93,480
861.065  B0B.375 753,806 697,068 637,208 575,157 511,632 446,541
335,380 314,537 293304 271,228 247934 223792 199,075 173,748
41,887 39,283 36,631 33,874 30,965 27,849 24,862 21,699
284 690 454,556 423,871 391,067 258304 303,415 287605 251,083
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King Street Lease

Year
Number of Months in Year

Total Payments
Excise Tax Pmt
Lease Pmt

HE! Payments

Capital | ease Treatment
Cash Fiow

Lease Payment

Excise Tax Expense

Interest Expense on Lease Obligati

Principal Repayment
Total Debits

Current Tax Deduction
Book Expense

Deferred Tax Base
Deferred Tax
Accumulated Deferred Tax

teased Property
Amprtization Expense
Accumulated Amortization
Net Leased Property

Ending Rate Base
Average Rate Base

Beginning Lease Obligation
Lease interest Expense
Principal Repayments

Ending Lease Obligation
8T Debt

Taxable Debt

Preferred Stock

Common Stock

Total Ending Capitalization

Average ST Debt
Average Taxable Debt
Average Preferred Stock
Average Common Stock
Average Capitalization

ST interest Expense

Taxable Debt Interest Expense
Preferred Dividends

Retum on Common

Revenue Requirements
Revenue Taxes
Amortization Expense
Excise Tax Expense

HEIl Rant Payments
Interest Expense

Income Before Taxes
Income Taxes

“referred Dividends

det Income

CA-IR-615

DOCKET NO. 04-0113
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7 8 g 10 kN 12 13 14
12 12 12 12 12 S12 12 12
888,024 838,024 888,024 §25,025 976,826 976,826 976,826 976,826
35,524 35,524 35,524 37,004 39,076 4 39,076 38,076 39,076
852,500 852,500 852,500 888,021 937,750 #° 937,750 837,750 937,750
142,289 142,289 142,289 148,217 156,518 156,518 156,518
888,024 888,024 888,024 925,025 876,826 976,826 976,826
35,524 35,524 35,524 37,004 39,076 39,076 39,076
488,877 477,855 455,583 431,643 402,558 370,742 337,035 301,324
353,623 374,645 356,917 456,378 #° 535192 967,008 600,715 636,426
888,024 888,024 888,024 925025 # 076,826 976,826 976,826 976,826
888,024 888,024 888,024 : §76,826 976,826 976,826 976,826
1,085,715 1,034,683 1012421 862,949 831,133 897,425 861,714
(167,691)  (146,669)  (124,398) 13,877 45,693 79,401 115,112
{65.248) (57.069) (48.403) 5,400 17,779 30,885 44,790
(725673) (782,742)  (B31,145) (851,012)  (833,232) (802,338} (757.548)
10,208,077 10,208,077 10,209,077 103,; 69,07? 10,208,077 10,208,077 10,209,077 10,209,077
521,315 521,315 521,315 #521.315 521,315 521,315 521,315 521,315
3640202 4,170,517 4,691,831 #£213,146 5734460 6255775 6,777.089 7,298,404
6,559,875 6,038,560 5,517,246 __);{f4,995.931 4474617 3,853,302 3,431,988 2,910,673
7,285,548 6,821,302 6,348,39 f 5,852,343 5325628 4,786,535 4,234,325 3,668,221
7,513,581 7,053425 6,584,848 6.100,367 5,588,985 5,056,081 4,510,430 3,951,273
8,778,513 8,424,800 8,05 7,653,328 7,186,950 6,661,758 6,094,750 5494,034
498,877 477,855 431,643 402,558 370,742 337,035 301,324
353,623 374,645 917 456,378 535,192 567,008 600,715 636,426
8,424,890 8,050,245 3,328 7,196,950 6,861,758 6,084,750 5484034 4,857,608
218,566 204,639 90,452 175,570 159,769 143,596 127,030 110,047
{5,802,083) (5,584,576) 67,907) (5,090,108) (4,744,531) (4,371,597) (3,969,677) (3,537,048)
500,088 477,491 444,387 409,664 372,794 335,057 296,403 258,775
3934196 3683503 773428131 3,160,265 2875830 2584729 2,286,536 1,980,839
7285548 6,82130 6,348,391 5.852,343 5325628 4,786,535 4234325 3,668,221
225,407 211,68 197,545 183,011 167,670 151,682 135,313 118,538
{5.896,812) (5,698834) (5481,242) (5.220007) (4,917,319) ({4,558,0684) (4,170,637) (3.753,363)
525,851 83740 460,939 427,026 391,229 353,926 315,730 276,589
4,057,334 3,855,817 3294,198 3,018,052 2,730,284 2435632 2133,688
7,513,581 6,584,846 6,100,367 5588985 5085,081 4510430 3,851,273
13,524 2,696 11,883 10,981 10,060 9,101 8,118 7112
(331,991) 20.816)  (308,584)  (294,393) {276,845) (256.618)  (234.807) (211,314)
42,076 39,499 38,875 34,162 31,208 28,314 25,258 22,127
486,88 457,062 426,698 385,304 362,166 327,634 292,276 256,043
1,603.27. 1,533,355 1,462,136 1,384,332 1,299,147 1,217,974 1,134,828 1,049,593
1424 136,239 129,911 122,998 115429 108,217 100,829 83,256
521, 521,315 521,315 521,315 521,315 521,315 521,316 521,315
35, 35,524 35,524 37,004 38,076 39,076 38,076 38.076
{14299 (142,289)  (142,28%)  (148,217) (156,518) (156,518} (156,518) (156.518)
180,411 169,735 158,842 148,230 138,773 123,224 110,347 97,121
865,860 812,832 758,834 703,002 644,071 582,660 519,779 455,342
336,904 316,271 295,260 273,537 250,607 226,712 202,245 177,173
42,076 39,499 36,875 34,162 31,288 28,314 25,258 22127
486,880 457,062 426,698 385,304 362,165 327,634 282 278 256,043
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Year ‘ 15 16 17 18 18 20 Total
Number of Months in Year 12 12 12 12 12 5 233
Total Payments 1,033,808 1,074,509 1,074,509 1,074,508 1,074,508 447,712 18,262,341
Excise Tax Pmt 41,355 42,984 42,984 42,984 42,984 17,910 730,550
Leass Pmt 992452 1,031,525 1,031,525 1,031,626 1,031,528 429,802 17,531,792
HEI Payments 165,645 172,169 172,169 172,168 172,168 71,737 2,926,188
Capltal Lease Treatment
Cash Fiow )
Lease Payment 1,033,808 1,074,508 1,074,509 1,074,508 1,074,509 447,712 18,262,341
Excise Tax Expense 41,355 42,984 42,984 42,984 42,984 17,910 730,550
interest Expense on Lease Obligath 254,815 209,521 160,963 109,536 55,071 6,113 7,322,715
Principal Repayment 737,637 822,004 870,562 921,989 976,454 423,689 10,209,077
Totat Debits 1,033,808 1,074,509 1,074,508 1,074,508 1,074,508 447,712 18,262,341
Current Tax Deduction 1,033,808 1,074,500 1,074,508 - 1,074,509 1,074,509 447,712 18,262,341
Book Expense 821,960 778,204 729,736 678,309 623,844 243,102 18,262,341
Deferred Tax Base - . 211,848 296,215 344,773 396,200 450,664 204,610
Deferred Tax £2,429 115,256 - 134,150 154,160 175,352 79613
Accumulated Deferred Tax {658,533)  (543.,276)  (409,126) L254,968) {79,613) (0}
Leased Property 10,209,077 10,208,077 10,209,077 10,208,077 10,208,077 10,209,077

" Amortization Expense 525,789 525,789 525,789 525,789 525,789 219,079 10,209,077
Accumulated Amortization 7,886,841 8,412,630 58938419 5464209 95,980,808 10,209,077
Net l.eased Property ) 2,322,236 1,796,447 1,270,658 744,868 218,079 ((5)]
Ending Rate Base 2,980,768 2,330,723 1,679,784 999,834 298,692 (0}
Average Rate Base 3,284,879 2,660,246 2,009,754 1,339,808 - 649,263 149,346
Beginning Lease Obligation 4,752,335 4,014,698 3,192,684 2,322,131 1,400,142 423,689
Lease Interest Expense 254,815 209,521 160,963 109,536 55,071 6,113 7,322,715
Principal Repayments 737,637 822,004 870,562 921,989 976,454 423,689 10,209,077
Ernding Lease Obligation 4,014,698 3,192,694 2322131 1,400,142 423,688 0
ST Debt ‘ 89,423 70,192 50,394 29,995 8,961 (0)
Taxabie Debt (2,941,621) (2,350,383) (1,717.409) {(1,040,202) (316,160 (1]
Preferred Stock 208,654 163,781 117,585 69,988 20,808 {0)
Common Stock . 1,609,615 1,263,451 907,083 539,910 161,294 {0Y
‘otal Ending Capitalization 2,980,769 2,338723 1679784 ©99,834 298,692 {0}
Average ST Debt 98,546 . 79,807 60,293 40,194 19478 4,480
Average Taxable Debt (3.200,960) {2,646,007) (2,033,801) (1,378,808) (678,181)  (158,080)
Average Preferred Stock 229,942 186,217 140,683 93,787 45,448 10,454
Average Common Stock 1,773,835 1,436,533 1,085,267 723,497 350,602 B0,647
Average Capitalization 3,084,879 2,660,246 2009,754 1,339,809 549,263 149,346
ST Interest Expense 5913 4,788 " 3618 2,412 1,189 269 197,937
Taxable Debt interest Expense {180,214)  (148,970)  {114,509) (77.627) (38,182) {8,900} (4,915,824)
Preferred Dividends 18,305 14,897 11,255 7,503 3,636 836 615,803 -
Retum on Common 212,860 172,384 130,232 86,820 42,072 8,678 725718
Revenue Reguirements 044,475 843,448 744,420 642,401 537,214 197,491 25,561,699
Revenue Taxes 83,917 74,940 66,142 57,077 47,731 17,547 2,271,157
Amortization Expense 525,789 525,789 525,789 525,788 525,789 219,079 10,209,077
Excise Tax Expense 41,355 42 984 42,984 42,984 42,984 17,910 730,550
HE} Rent Payments {165,648) {172,169} {172,168} {172,169) {172,189) {71.737) (2,926,188)
Interest Expense 80,514 65,339 50,072 34,321 18,058 {2,518) 2,604,827
income Before Taxes 378,547 306,565 231,603 154,399 74,821 17.211 12,672,217
income Taxes 147,292 119,284 90,116 60,076 29,113 6,647 4,930,754
Preferred Dividends 18,395 14,897 11.255 7.503 3,636 836 615,803

Net income 212,860 172,384 130,232 86,820 42,072 9,678 7.125,719




-~ King Street Lease

Year
Number of Months in Year

Total Payments
Excise Tax Pmt
Lease Pmt

HE! Payments

Capital Lease Treatrnent
Cash Flow

Lease Payment

Excise Tax Expense

interest Expense on Lease Obligati

Principal Repayment
Total Debits

Current Tax Deduction
Book Expense

Deferred Tax Base
Deferred Tax

Accumulated Deferred Tax

Leased Property
Amortization Expense
Accumulated Amortization
Net Leased Property

<nding Rate Base
\verage Rate Base

Beginning Lease Obligation
Lease Interest Expense
Principal Repayments

Ending Lease Obligation
ST Debt

Taxable Debt

Preferred Stock

Common Stock

Total Ending Capitalization

Average ST Debt
Average Taxable Debt
Average Preferred Stock
Average Common Stock
Average Capitalization

ST Interest Expense

Taxabhle Debt Interest Expense
Preferred Dividends

Return on Common

Revenue Requirements
Revenue Taxes
Amortization Expense
Excise Tax Expense
HEI Rent Payments
Interest Expense
income Before Taxes
income Taxes

‘referred Dividends

‘et Income
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15 16 17 18 19 20 Total
12 12 12 12 12 7 238

1,017,527 1074509 1074509 1,074,509 1074500 626,797 18,396,690
40,704 42,984 42984 42984 42984 25074 736,932
976,623 1,031,525 1,031,525 1,031,525 1031525 601723  17660,958
163,039 172,489 172468 172,169 172,189 100,432

1,017,527 1,074,508 1074509 1,074,508 1,074,508 18,396,890
40,704 42,984 42984 42,984 42,984 735,932
263,111 218532 170202 118,998 64,750 7,451,881
713712 812993 861.323 912527 966,775 10,209,077
T017.527 1,074,508 1,074,509 1,074,509 1.074.500 18,356,890

P

1,017,627 1,074,500 1074509 1074509 1074509/ 626797 18,396,890
825129 782831 734,500 683,206 Y 340619 18,396,890
102,398 291678 340,000 391212 286,178
74,862 113491 132207  152.220 111,351

(682,686)  (569.195)  (436,899)  (284.679)  (114.357) ©)

10,209,077 10,200077 10208077 10208077 14209077 10,209,077

521,315 521315 521315 521,315 ¥ 521,315 304,100 10,209,077

7819719 8341033 8,862,348 9,383,662 9,904,977 10,209,077

2,380,358 1,868,044 1,346,728 825,41:?;‘5 304,100 -

3072045 2437,239 1783628 1110483 415451 0

3370133 2754542 2110433 144861 762772 207726

i

4,857,608 4,143,896 3,330,903 2;%{69,580 1,557,053 590,278

263111 218532 170,202 . A18998 64750 11,445 7,451,881
713712 812,993 861323 g’sm,sz? 966,775 590278 10,209,077

4,143,896 3.330,903 2469580 1,567,053  590.278 0
92,161 73117 53,50 33,303 12,464 0

(3,037.959) (2463,497) (1,82747H) (1,157.419)  (440,716) )

215043 170,607 1244 77,707 29,082 0

1658904 1316100 953750 599450 224,344 0

3072045 2437.239 1783628 1410093 415451 0

101,104 82,639 3313 43406 22,883 6,232

(3,287,504) (2,745.728) {#140,485) (1,492.446) (799.067)  (220.358)

235000 192825 /5 147730 101280 53394 14,541

1,819,872 1487.507 /71.139.634 781,305 411897 112472

3,370,133 2,754,6420 2.110433  1.446.861  760.778 207725
6,066 3,799 2,604 1,373 374 199,887
(185.086) (154 (120508)  (84,025)  (44.987)  (12.406)  (4.975.456)
18,873 11,818 8.102 4272 1,163 621,869
218,385 136,75 93757 49428 13461 7,195,914
956,420 AF854391 755995 654,603 550,037 276675 25759408
84078 ) 75913 67170 58162 48,874 24583 2,288.723
521,31 521315 521315 521315 521,315 304100 10,209,077
40,704 42984 42984 42,084 42984 25074 735,932
(163,088)  (172,168) (172,189) (172.469) (172,169) (100432)  (2,947.747)
84.090 _ 68.906 53 491 37.578 21136 (588) 2,676,312
388372 317443 243205 166735 87,501 73.638 12.797.110
151,115 123.516 94.631 64,876 34.202 9314 4979327
18,873 15.426 11,818 8.102 4272 1.163 621,869
718385 178501 136.756 __ 03.757 40.428 13461 7,195,914
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Accumutated Deferred Tax

Financial Statemants Adjusted to Refiect Ratemaking based on Lease Payments

Leased Property

10,208,077

10,209,077

-

Yaar 1 2 3 4 5 6
Capitai Lease tor Books with Rates based on Lease Payments :
Cash Flow .
Lease Payment 807,294 807,294 807,294 807,294 854,388 888,024
Excise Tax Expense 32,294 32,284 32,294 32,204 34,178 35,524
intarest Expense on Lease Obllgabon 582,315 576,932 558,878 546,111 531,934 513,484
Principal Repayment 192,685 204,068 216,122 228,889 288,274 332,018
Total Debits 807,294 807,294 807,294 807,294 854,386 888,024
Current Tax Deduction 807,294 807,294 807,294 807,284 854,386 888,024
. Book Expense 807,254 807,294 807,264 807.254 854,386 888,024
Deferred Tax Base - - - - . -
Deferred Tax - . - - . -

10,209,077 10,209,077 10,200,077 10,208,077

Adjusted Amortization Expense 192,685 204,068 216,122 228,889 288,274 339,016
Accumulated Amortization - . 192,685 396,753 612,875 841,764 1,130,038 1,469,055
Net Leased Plant 10,200,077 10,016,392 | 9,812,324  ©,566,202 9,367,313 9,079,038 8,740,022
Ending Net Assets 10,208,077 10,016,382 | 9,812,324 9,596,202 9,367,313 5078038 8,740,022
Average Rate Base 10,112,734 | 9914,358 9,704,263 9481757 9,223,176 8909530
Beginning L.ease Obligation 10,209,077 10,016,382 9,812,324 9,506,202 5,367,313 8,079,038

© Lease interest Expense 582,315 570,932 558,878 546,111 531,94 513,484
Principal Repayments 192,685 204,068 216,122 228,889 288,274 339,016
Ending Lease Obhgaﬂon 10,200,077 10,016,392 & 1,812,324 0,506,202 5,367,313 9,079,038 8,740,022
ST Debt 3% 306,272 300,482 294,370 287,886 281,018 272,371 262,201
Taxable Debt 6% {6,533,809) (6,410,491) | (,279,888) (6,141,569) (5,995,080} (5,810,584) (5,593,614}
Preferred Stock % 714,635 701,147 685,863 671,734 655,712 635,623 611,802
Common Stock 54% 5512,902 5,408,852 A 181, 5,058,349 4902681 4719612
Total Ending Capitalization 16,209,077 10,016,392 | 0612,324 9,596,202 9.367,313 9,079,038 8,740,022
Average ST Debt 303,382 7,431 291,128 284,453 276,695 267,286
Average Taxable Debt {6.472,150) 6,345.189) (6,210,728} (6,068,325) {5,902,832) (5,702,099)
Average Preferred Stock 707,891 94,005 679,208 663,723 645,622 623,667
Average Common Stock 5.460,877 15353753 5,240,302 5,120,149 4980515 4,811,146
Average Capitalization 10,112,734 _10.084,358 9,704,263 9,481,757 9223175 8,909,530
ST Interest Expense 6.00% 18,203 ‘\7.846 17468 17,067 16,602 15,037
Taxable Debt interest Expense 5.63% (364,382) |(357,234)  (349,664) (341,647) (332,320) (321,028)
Preferred Dividends 8.00% 56,631 %.520 54,344 53,008 51650 489,883
Return on Common 12.00% 655,305 642,450 628,836 614,418 597,662 577,338
Revenue Requirements {with Capital Structure Rebaiancing in Rates)
Revenue Reguirement 1,643,140 1|625,503 1,606,824 1,587,042 1607455 1,610,572
Revenue Taxes 145,993 144|426 142,766 141,009 142,822 443,099
Lease Payments 807,294 07 1284 807,294 807,254 854,386 888,024
HE] Rent Payments (129,353) (129,853} {129,353) (129,353} (136,888) (142.289)
Interest Expense 346,178 39,388 332,196 324,580)  (315.728) {304 991)
Income Before Taxes 1,165,385 1,142,525 1.118,313 1092672 1,062,873 1,026,728
income Taxes 453,449 44 554 435,133 425,156 413,562 369,498
Preferred Dividends 56,631 155,520 54,344 53,098 51,650 49,893
Net income (Ratemaking} 655,305 642,450 628,836 614,418 597,662 577,338
Book Retumns
Revenues 1,643,140 1,625, 1,606,824 1,587,042 1607455 1,610,572
Revenue Taxes 145,993 144 4 142,766 141,009 142,822 143,099
Amortization Expense 192,685 201406 216,122 228,889 288,274 339,016
Excise Tax Expense 32,294 2 32,204 32,294 34,178 35,524
HEI Rent Payments {129,353) (128,35 {129,353) (129,353) (136,899) (142,289)

s ams -~ 4 4 -¥3 4 a4 _21!8_4&1 .,
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mem King Street Lease ;’
Year 1 2 3 4 ff 8
Capital Lease for Books with Rates based on Lease Payments £
Cash Flow s
Lease Payment 807,294 807,284 BO7,284 807,294 7 840932 888,024
Excise Tax Expense 32,254 32,254 32,294 32,2 33,640 35,524
interest Expense on Lease Obligation £86,010 574,775 562,872 550,262 536,589 518,719
Principal Repayment 188,850 200,225 212,128 2240738 270,703 333,781
Total Debits 807,254 807,294 807,264 807,294 840,932 888,024
Current Tax Deduction 807,294 807,294 807,294 807,294 840,932 888,024
Book Expense 807,294 807,294 807,284 7 807294 840,932 888,024
Deferred Tax Base - - - I:f - - -
Deferred Tax - - “ f - - -
Accumulated Deferred Tax - - ; - - -
£
Financial Statements Adjusted to Reflect Ratemaking based on Lease Payments y
Leased Property 10,209,077 10,200,077 10,?69,07? 10,209,077 10,209,077 10,209,077
Adjusted Amoriization Expense 188,990 200,225 £212,128 224,738 270,703 333,781
Accumulated Amortization 188,980 389,214 601,342 826,080 1,096,783 1.430,564
Net Leased Plant 10,209,677 10,020,087 9,819,863 JF 8807735 9382897 9,112,294 B,778,513
£nding Net Assets 10,209,077 10,020,087 9,819,863/ 9607,735 5382997 9,112,294 8,778,513
Average Rate Base 10,114,582 9,91 9,9}§ §,713,799 9495366 9,247,645 8,945,403
Beginning Lease Obligation 10,208,077 10,020,087 9,819,863 9,607,735 9,382,997 9,112,284
iease Interest Expense 586,010 574,775 562,872 550,262 536,589 518,719
Principal Repayments 188,990 %@‘23.225 212,128 224,738 270,703 333,781
Ending Lease Obligation 10,208,077 10,020,087 9’?2319,863 8,607,735 9,382,997 9,112,284 §778,513
ST Debt 3% 306,272 300,603 A 294,595 288,232 281,490 273,368 263,355
Taxable Debt 6% (6,533,809) (6,412,856) /{6.284,712) (6,148,950} (6,005,118} (5.831,868) (5,618,248)
- Preforred Stock 7% 714,635 701,406/ 687,350 672,541 656,810 637,861 614,496

Common Stock 54% 5,512,902 5410847 5302726 5188177 5065818 4920638 4,740,397
Total Ending Capitalization 10,209,077 10,020,087 9819863 9607,735 9,382,887 9,112,264 8778513
Average ST Debt 303537 297,599 281,414 284,861 277,429 268,362
Average Taxable Debt (6,473,333} (8,348,784) (6,216,831) (6,077,034) (5,918,493) (5725,058)
Average Preferred Stock 8,021 654,398 679,966 664,676 647,335 626,178
Average Common Stock 461,874 5356786 5245451 5127498 4,993,728 4,830,518
Average Capitalization 10,114,582 6,919,975 9,713,799 0405366 0247645 8945403
8T Interest Expense 86.00% / 18,206 17,856 17.485 17,092 16,646 16,102
Taxable Debt Interest Expense 5.63% (364,449) (357,437}  (350,008)  (342,137) {333,211) (322,321)
Preferred Dividends 8.00% / 56,642 55,552 54,397 53,174 51,787 50,094
Return on Common 12.00% // §585,425 642,814 629,454 615,300 599,247 579,662
Revenue Requirements (with Capital Structure Rehalancing in Rates)
Revenue Requirement 1,643,304 1,626,002 1607872 1,588,252 1,597,230 1,613,761
Revenue Taxes 146,008 144,470 142,842 141,116 141,914 143,383
Lease Payments 807,254 807,294 807,294 807,294 840,932 888,024
HE1 Rent Payments (129,353) {120.353) (129,353) (129,353} (134,743) (142,289)
interest Expense {346.242) {(339,581) (332,523}  (325.045) {316,565)  (306,219)
Income Before Taxes 1,168,598 1,143,172 1,119,412 1,094,240 1,085,693 1,030,863
income Taxes 453,532 444,806 435,561 425,766 414,650 401,106
Preferred Dividends ¢ 56,642 55,552 54,397 §3.174 51787 $0.094

- e T ame= - » - -

- i, ¢

)

iy

[




CA-IR-615 (revised 6/13/05)
DOCKET NO. 04-0113
PAGE 11 OF 12

King Street Lease
Year : 7 8 9 10 - 11 12 13 14
Capita Lease for Books with Ratt
Cash Flow
l.ease Payment 888,024 888,024 888,024 . 938,825 976,826 976,826 976,826 @ 976,826
Excise Tax Expense 35,524 35,524 35,524 Jrs98 - 39,076 39,076 38,076 39,076
Interest Expense on Lease Obligatih 493,457 472,247 449,784 425,274 395,535 363,505 320,583 293,657
Principal Repayment 359,043 380,253 402,716 476,855 542,215 574,245 608,167 = 644,093
Total Debits 888,024 888,024 888,024 939,825 976,828 976,826 -QTE,BE 976,826
Current Tax Deduction 888,024 888,024 888,024 939,825 976,826 976,826 976,826 876,826
Book Expense 888,024 888,024 888,024 939,825 976,826 976,826 976,826 976,826
Deferred Tax Base - - - - - - - ’ -
Deferrad Tax . . - - - - - -
Accumuiated Deferred Tax - " - - - - - -
Financial Statements Adjusted to R o
Leased Property 10,209,077 10,209,077 10,209,077 10,208,077 10,209,077 10,208,077 10,208,077 10,208,077
Adjusted Amortization Expense 359,043 380,253 402,716 476,955 642,215 §74,245 608,167 644,083
Accumulated Amortization 1,828,008 2208351 2611067 3,088,022 3,630,237 4204481 4,812649 5,456,742
Net Leased Plant 8,380,879 8000726 7,568,010 7,121,055 6,578,840 6,004,506 5396428 4,752,335
Ending Net Assets 8,380,978 8,000,726 7,598,010 7,121,055 6,578,840 6,004,506 5396428 4,752,335
Average Rate Base 8,560,500 8,180,852 7,799,358 7,350,533 6,849,948 6,201,718 . 5700512 5,074,382
Beginning i.ease Obligation 8,740,022 8,380,979 8,000,726 7,598,010 7,121,085 6,578,840 6,004,596 5396428
Lease interest Expense 463,457 472,247 449,784 425,274 395,535 363,505 329,583 293,657
Principat Repayments 358,043 380,253 402,716 476,955 542,215 574,245 608,167 644,003
Ending l.ease Obligation 8,380,079 ~ 8,000,726 7,588,010 7,121,055 6,575,840 6,004,596 52396428 4,752,335
57T Debt 251,429 240,022 227,940 213,632 197,365 180,138 161,883 142,570
Taxabie Debt (5.363,826) (5.120,465) (4,862,727) (4.557,475) (4,210,458) (3,842,941) (3.453,714) {(3,041,494)
Preferred Stock 586,669 i 531,861 498,474 460,519 420,322 377,750 332,663
Common Stock 4,525,728 4,320,382 4,102,926 3845370 3.552,574 3242482 29814071 2,566,261
Total Ending Capitakzation 8,380,978 8,000,726 7,598,010 7,121,055 6,578,840 65004596 5396428 4,752,335
Average ST Debt 256,815 245,726 233,981 220,786 205,498 188,752 171,015 152,231
Average Taxable Debt (5,478,720) (5,242,145) (4,991,596) (4,710,101) (4,383,966} (4,026,689) (3,648,328) (3.247.604)
Average Preferred Stock 599,235 573,360 545,956 515,167 479,406 440,420 399,036 355,207
Average Cormmon Stock 4622670 4423060 42118659 3974148 3,698,972 3,397,528 3078276 2,740,166
Average Capitalization 8560500 8,190,852 7.799,368 7,350,533 6,849,948 6,291,718 5700512 5074,382
ST interest Expense 15,409 14,744 14,039 13,247 12,330 - 11,325 10,261 9,134
Taxable Debt Interest Expense (308,452)  (295133) (281,027) (265179) (246,817) (226,703) (205401} {182,840)
Preferred Dividends 47,939 45,869 43,676 41,213 38,360 35,234 31,923 28,417
Return on Common 554,720 530,767 505,399 476,898 443,877 407,703 369,393 328,820
Revenua Requirements (with Cap
Revenue Requirement 1,579,541 1,546,677 1.511.871  1,520510 1,508,307 1459676 1407114 1,351,447
Revenue Taxes 140,342 137422 134,330 135,097 134,102 129,692 125,022 120,076
Lease Payments 888,024 888,024 BB8,024 939,825 976,826 976,826 876,826 976,826
HEI Rent Payments (142,288} {142,289) (142,289) {150,589) {156,518) (156,518) {156,518} (156,518}
interest Expense 293,043 280,389 266,988 251,932 234,487 215,378 195,140 {173,706
income Before Taxes 986,507 943,800 898,794 848,108 788,384 725,054 656,923 584,769
Income Taxes 383,848 367,273 349,718 328,997 307,147 282,117 255 607 227,532
Preferred Dividends 47,939 45,869 43,676 41,213 38,360 35,234 31,923 28,417
Net income {Ratemaking) 554,720 530,767 505,399 476,898 443 877 407,703 365,383 228,820
Book Retumns
Revenues 1,579,541 1,546,677 1.511.871 1,520,510 1,509,307 1,459,676 1,407,114 1,351,447
Revenue Taxes 140,342 137,422 134,330 135,097 134,102 128,692 125,022 120,076
Amortization Expense 355,043 380,253 402,716 476,955 542,215 §74,245 608,167 644,093
Excise Tax Expense 35,524 35,524 35,524 37,596 39,076 39,076 39,076 38,076
HEI| Rent Payments (142,289)  (142,289) (142,288) (150,589) (156,518} (156,518) {156,518) (156.518)
interest Expense 200414 191,858 182,766 173,342 161,048 148,127 134,443 118,950
Income Before Taxes 986,507 943,909 898,794 848,108 789,384 725,054 656,923 584,768
+ jncome Taxes 383,848 367,273 348,719 320,997 307,147 282,117 255,607 227,532
Preferred Dividends 47,938 45,869 C 43676 41,213 38,360 35,234 31,923 28,417
Net income 554,720 530,767 505,399 476,898 443 877 407,703 369,393 328,820
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Year 7 8 9 10 11 12 o013 14
Capital Lease for Books with Rat Vi
Cash Flow ra
Lease Payment 888,024 888,024 888,024 825,025 976,826 976,?2‘6 976,826 876,826
Excise Tax Expense 35,524 35,524 35,524 37,004 39,076 ,076 38,076 39,076
interest Expense on Lease Obligatih 498,877 477,855 455,583 431,643 402,558 370,742 337,035 301,324
Principal Repayment 353,623 374,645 396,917 456 378 535,182 /567,008 600,715 636,426
Fotat Debits 888,024 888,024 888,024 825,025 976,826 £ 976,826 976,826 976,826
Current Tax Deduction 888,024 888,024 888,024 825,025 876,826 976,826 876,826
Book Expense 888,024 888,024 888,024 525,025 976,826 976,826 976,826
Deferred Tax Base - - - - - - -
Deferred Tax - - - - - - -
Accumulated Deferred Tax - - - - - - -
Financial Statements Adjusted to R
Leased Property 10,208,677 10,209,077 10,209,077 1{).209,0??,;;4 0,200,077 10,209,077 10,209,077 10,209,077
Adjusted Amortization Expense 353,623 374 645 395,917 456,378F 535,192 567,008 600,715 636,426
Accumulated Amortization 1,784,187 2,188,832 2,555,749 3,012,127 3,547,318 4,114,327 4,715,043 5,351,469
Net Leased Plant 8,424,890 8,080,245 7,653,328 6,661,758 6,094,750 54984034 4,857,608
Ending Net Assets 8,424,880 8,050,245 7,653,328 6,661,758 6,094,750 5,494,034 4,857,808
Average Rate Base 8,601,702 8,237,567 7,851,788 139 6,929,354 6,378,254 5,794,392 5,175,821
Beginning Lease Obligation 8,778,513 8,424,880 8,050,245 3,328 7,196,950 5,661,758 6,094,750 5,494,034
Lease interest Expense 498,877 477,855 455,583 § 431,643 402,558 370,742 337,035 301,324
Principal Repayments 353,623 374,645 396,917 456,378 535,192 567,008 600,718 836,426
Ending {.ease Obligation 8,424,890 8,080,245 76533287 7,196,850 6,661,758 6,094,750 5484034 4,857,608
8T Debt 252,747 241,507 229,604 215,908 189,853 182,842 164,821 145,728
Taxable Debt {5,391,930) (5,152,157) (4,888,130) (4,606,048) (4,263,525) (3,900,640) (3.516,182) (3,108,869}

.. FPrefered Stock 589,742 563,517 5354 503,785 466,323 426,632 384,582 340,033
Common Stock 4549441 4347132 41327797 3,886,353 3,597,348 3291165 2966779 2,623,108
Total Ending Capitalization 8,424,800 8050245 7685 7,196,950 6,661,758 6,094,750 5404034 4 B57 608
Average ST Dabt 258,051 247 127 #£35,554 222,754 207,881 191,348 173,832 155,275
Average Taxable Debt {5,505,089) (5.272,043) 025,143) (4,752,089) (4,434,785) (4,082,082) (3,708,411} (3,312,526)
Average Preferred Stock 802,119 576,630 F 548,625 518,760 485,055 446,478 405,607 362,307
Lpomeg orean Sieak. @ldd S1R 444229 20 QOF QA FJ R0 744 951, _UgEORT  FeROTI DTR4OMD
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Year 15 18 17 18 19 20 Total”
Capital Lease for Books with Rati £
Cash Flow y

Lease Payment 1,017,527 1,074,508 1,074,509 1,074,509 1,074,509 626,797 }8,396.890
Excise Tax Expense 40,704 42,984 42,984 42,984 42,884 25,074 /X 735,932
Interest Expense on Lease Obligati 263,111 218,532 170,202 118,998 64,750 11,4457 7,451,881
Principal Repayment 713,712 812,993 861,323 912,527 966,775 590,278 10,208,077
Total Debits 1,017,527 10745080 1074508 1074509 1,074,508 626,797 18,396,890
Current Tax Deduction 1,017,927 1,074,508 1,074,508 1,074,509 1,074,509 Aés 797 18,396,890
Book Expense 1,017,527 1,074,508 1,074,509 1074509 1,074,509 ff 626,797 18,396,890
Deferred Tax Base - - - - - f -

Deferred Tax - - - - . -

Accumulated Deferred Tax - - - - ;f} -

Financial Statements Adjusted to R

Leased Property 10,209,077 10,208,077 10,209,077 10,209,077 gﬁg 077 10,209,077

Adjusted Amaortization Expense 713,712 812,293 861,323 912,527 { 66,775 590,278 10,200,077
Accumutated Amortization 6,065,181 6,878,174 7,739,487 8,652,024 618,799 10,209,077

Net Leased Plant 4,143,806 3,330,803 2,469,580 1,557,053 ¢ 590,278 o

Ending Net Asseis 4,443,896 3,330,803 2,469,580  1,557.05 590,278 o

Average Rate Base 4,500,752 3,737,389 2,800,241 2.013.;5;% 1,073,666 295,139

Beginning Lease Obligation 4,857,608 4,143,866 3,330,903 2,46§580 1,557,083 590,278

Lease Interest Expense 263,111 218,532 170,202 8,998 64,750 11,445 7,451,881
Principal Repayments 713,712 812,993 861,323 12,527 966,775 590,278 10,208,077
Ending Lease Obligation 4,143,896 3,330,903 2,468,580 f{ ,557,053 580,278 4]

ST Debt 124,317 99,927 74,087 46,712 17,708 0

Taxabie Debt (2,652,093} (2.131,778) (896.514)  (377.,778) )

Preferred Stock 280,073 233,163 108,954 41,319 o

Common Stock 2.237,.704 1,798,588 840,808 318,750 0

Total Ending Capitalization 4,143,886 3,330,803 1,657.053 590,278 0

Average ST Debt 135,023 112,122 #87.007 60,389 32.210 8,854

Average Taxable Debt {(2,880,481) (2,391,936) (7.856,154) (1,288,522) (687,146)  (188,889)

Average Preferred Stock 315,053 261,618 # 203,017 140,832 75,157 20,660

Average Common Stock 2430406 2018196 5 1.566,130 1,087,191 579,779 159,375

Average Capitalization 4,500,752 3,737,398 2,900,241 2013316 1,073,666 295,139

ST interest Expense 8,101 5,220 3,624 1,933 531 231,032
Taxable Debt Interest Expense {162,171) {104,501 (72,544} (38,685) {10,634} (4,624,754)
Preferred Dividends 25,204 16,241 11,275 6.013 1,653 718,767
Return on Common 291,649 187,936 130,463 69,574 16,125 8,317,164
Revenue Requirements (with Cap

Revenue Requirement 1,337,960 3322610 1,248,181 1,169,328 1,085,785 603,932 28,366,950
Revenue Taxes § 117,514 110,901 103,895 96,472 53,659 2,520,403
Lease Payments 074,508 1,074,509 1,074,508 1,074,509 626,797 18,396,880
HE! Rent Payments (172,169  {172,168)  (172,169) (172,169)  (100,432) (2,947,747}
Interest Expense 127,939} {99,281) (68,920) (36,754) {10,103) {4,393,722)
Incore Before Taxes 430,696 334,222 232,013 123,729 34,012 14,791,125
Income Taxes 167,583 130,045 90,278 48,143 13,234 5,755,183
Preferred Dividends 20,928 16,241 11,275 6,013 1,653 718,767
Net income (Ratemaking) 242,183 187,936 130,463 69,574 19,125 8,317,164
Book Returns

Revenues 1,322,610 1,248,181 1,169,328 1,085,786 603,932 28,366,950
Revenue Taxes 117,514 110,801 103,885 96,472 53,659 2,520,403
Amortization Expense 812,593 861,323 912,527 966,775 590,278 10,208,077
Excise Tax Expense 42,984 42,984 42,984 42,984 25,074 735,932
HEI Rent Payments (183 039)  (172,169)  (172,169) (172,168) {172,168}  (100.432) (2,947,747}
Interest Expense 109,041 90,594 70,821 50,078 27,997 1,341 3,058,160
Income Before Taxes 518,664 430,696 334,222 232,013 123,729 14, 791 125
[ 47l A el Ol i S
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CA-IR-616
Ref: HECO response to CA-IR-260 & HECO-1605 (Rent Expense).

In response to CA-IR-260, the Company updated HECO-1605 to reflect revised lease rates,
including the proposed capital lease treatment of the renegotiated King Street lease. On April 6,
2005, the Company filed a Petition with the HPUC (Docket No, 05-0084) seeking & declaratory
order approving HECO’s renegotiated “capital lease agreement” with the Trustees of the Estate

of Bernice Pauahi Bishop. Attachment B of the referenced Petition represents the Company’s

detailed analysis of the applicability of capital lease Criteria d of FAS13. Please provide the

following:

a. Please provide a copy of the “2005 Braig appraisal” referenced as the data source for the |
land and building estimates on Petition Attachment B, including all supporting documents
such as comparable property sales or other analyses.

. Petition Attachment B indicates that HECO’s estimated incremental borrowing rate is
5.63%, citing to a 20-year uninsured taxable bond quote provided by Goldman Sachs. Page
4 of the Company’s response to CA-IR-260 uses a monthly discount rate of 0.4824% (i.e.,
annual rate of 5.789%). Please explain and reconcile the difference between these discount

Tates.

Page 4 of the response to CA-IR-260 calculates HECO’s proposed monthly amortization by
dividing the estimated FMV of the leased property of $10.209 million (see HECO Petition,
Attachment B) by 235 months. Since the renegotiated lease is for a 20-year term, please .
explain why HECO used a 235-month appropriate amortization period, rather than 240

months.

HECO Response:
a. See attached pages 3 to 26.

b. 5.63% is an estimate of HECO’s incremental borrowing rate based on information provided

5,75 %%
by Goldman Sachs. 5:789% is the interest rate that is embedded in the lease pricing. The

embedded rate was derived based on the monthly lease payments in the lease and assuming

fair market value of $10,209,077. The rates are from different sources and do not

“reconcile.”

¢. The lease term is from “Effective Date” to November 30, 2024. “Effective Date™ is defined

4 (NI BA1G Uit UE 70 UPYMET ASUAPTen] DF THE AW (oW
BUine? T 12005 THIS RES0TED) tn 4 CrinialZ 10 TUG VALE
OFTHG Lot uIMNTS oWz TUG ToRet OF (e (ke
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CA-IR-616 S

Ref: HECO response to CA-IR-260 & HECO-1605 (Rent Expense). f’f

&

In response to CA-IR-260, the Company updated HECO-1605 to reflect reviseg}f{ease rates,
including the proposed capital lease treatment of the renegotiated King Street fease. On April 6,
2003, the Company filed a Petition with the HPUC (Docket No. 05-0084) seéking a declaratory
order approving HECQO’s renegotiated “capital lease agreement” with the Trustees of the Estate
of Bernice Pauahi Bishop. Attachment B of the referenced Petition repre@ents the Company’s
detailed analysis of the applicability of capital lease Criteria d of FASLB Please provide the
following: ;
é
a. Please provide a copy of the “2005 Braig appraisal” referenced as the data source for the
land and building estimates on Petition Attachment B, mcludfng all supporting documents
such as comparable property sales or other analyses. gf_g’
b. Petition Attachment B indicates that HECO’s estimated iécremental borrowing rate is
5.63%, citing to a 20-year uninsured taxable bond quotg"prowded by Goldman Sachs. Page
4 of the Company’s response to CA-IR-260 uses a morithly discount rate of 0.4824% (i.e.,
annual rate of 5.789%). Please explain and reconclieﬁhe difference between these discount
rates. 5

c. Page 4 of the response to CA-IR-260 calculates HECO’s proposed monthly amortization by
dividing the estimated FMV of the leased properfy of $10.209 million (see HECO Petition,
Attachment B) by 235 months. Since the renegotiated lease is for a 20-year term, please
explain why HECO used a 235-month appropgiate amortization period, rather than 240

months. Vi
/
HECO Response: ;
a. See attached pages 3 to 26. ;f
&

b. 5.63% is an estimate of HECO’s incmental borrowing rate based on information provided

by Goldman Sachs. 5.789% is terest rate that is embedded in the lease pricing. The

embedded rate was derived base the monthly lease payments in the lease and assuming
fair market value of $10,209, - . The rates are from different sources and do not
“reconcile.”

¢. The lease term 1s from “Effective Date” to November 30, 2024. “Effective Date” is defined
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in the lease as December 1, 2004; however, the lease will not be recorded on HECO’s books
until the lease is executed. The response to CA-IR-260 assumed that the lease would be

executed on May 1, 2005 and would be amortized over the period May 1, 2005 to November

30, 2024.
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st HASTINGS, CONBOY, BRAIG

Rotosl A, Braig, MAL SRA

e G ASSOCIATES, ITD:

Robert . Hastings, 1, MA!
LeaF. Hamaga ~ Hedt Este Appraisens, G % BNd £

Else R, Rosa, CCIM

February 3, 2005

Mr. Philip Hauret

Senior Land Agent

Land & Rights of Way

Hawaiian Electric Company, Inc.
P.0O. Box 2750

Honolulu, Hawaii 96840

RE: Phase I Analysis - Building Improvement Value, HECO Downtown Property

Dear Mr. Hauret;

We are pleased to transmit the results of our PRELIMINARY, PHASE I ANALYSIS of the
Hawaiian Electric Company, Inc. (HECO) Downtown Property located at 233 South King
Street, Honoluly, Hawaii. The subject property is further identified on State of Hawaii Tax
Maps as First Division, Tax Map Key 2-1-16, Parcel 1.

The subject property has a gross land area of 13,255 square feet and is zoned BMX-4,
Central Business Mixed Use District, by the City and County of Honolulu. The property is
presently leased and occupied by Hawaiian Electric Company, Inc. under a month-to-month
agreement with the fee simple land owner, the Trustees of the Estate of Bernice Pauahi
Bishop (Bishop Estate). Existing building improvements located on the property consist of
a four-story masonry office building, with basement level, originally built in 1927.

ASSIGNMENT

Our assignment is to estimate the “as is” value of Bishop Estate’s leased fee interest in the

ov:ﬂ?;,—.n Tarsildimer imnfnwrnmpq{g_]m_lgn jwiﬁmmv_]wc‘




CA-IR-616
DOCKET NO. 04-0113
PAGE 4 OF 26

SANNOY9 4
aNidTing FHdAd0 L8504  TVEIIIS

oL ¥t
— E-2 g L ¥ Tad

£
- r
L

£.3

FrrErIe EONYHITY

El LIt .I— AR

(s} nﬂﬂﬂﬂ.ﬂ“u

i x g

FIRELET

"

H ] Wtme,
3 Lt LY

LAT

m et

N A o
et TR T o X 4, ot )
- paniz 24 mprcs
T I e it

rINrTY

XIRG

2FIiE

VT

xﬂ"”‘u’r

1345 py B
L

AVB D

HEAE MijeQ ‘BN[OuoR
Lueduio)) d11199)] UEHEMUE]
dVIN NOLLVIOT ALHAdOUd

N

!ll\,



CA-IR-616
DOCKET NO. 04-0113
PAGE 5 OF 26

View of subject lookdng west
across King Street.
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HECO Downtown Property PRELIMINARY PHASE 1 ANALYSIS

PROPERTY BACKGROUND
Rentable Floor Areas

The following information regarding rentable floor areas associated with the subject
building has been provided to the appraiser by the client.

Floor Gross Interior Non-Rentable Rentable
Level Square Footage Square Footage Square Footage
Basement 11,733 2,086 9,647
First/Ground 11,760 1,951 9,809
Second 11,760 1,070 10,690
Third 11,530 910 10,620
Fourth 11,530 1,069 10.461
Total 58,313 7,086 51,227

Estimated Building Renovation Costs, Exhibit D (Revised)

A schedule of estimated building renovation costs, referred to herein as Exhibit D (Revised),
is included with this letter. Exhibit D (Revised) has been provided to the appraiser by the
client.

PRELIMINARY VALUATION ANALYSIS

Fee Simple Land Value (Sales Comparison Analysis) — Our valuation analysis of the fee

simple interest in land associated with the subject property is presented in Table 1. The
three selected comparables are as follows. Transaction Number 1 is the recent sale of a
13,246 square-foot site located along Queen Emma Street, adjacent to the “Block J”
developroent site. This site was formerly owned by HECO. Transaction Number 2 is the
sale of the 2.386-acre, “Block J” development site, itself, from the City and County of
Honolulu to the Pflueger group. Transaction Number 3 is the sale of a 38,177 square-foot
site located at the intersection of Nuuanu Avenue and Nimitz Highway in the Chinatown
area. This site was purchased by Hawaii National Bank from Bank of Hawaii,

The wnadjusted sale prices of the three selected comparables range from $1.5 to
$10.5 million. Their unadjusted average unit land prices range from approximately $100.00
to $150.00 per square foot of gross land area. From a comparative standpoint, each of the
selected comparable properties is considered either similar or relatively inferior to the
subject property with respect to.market conditions (i.e., time of sale), property location, and
street frontage/access.  Conversely, all three selected comparables are considered
substantially superior to the subject property with respect to the category of zoning/building
height limit. The subject property has a significantly more restrictive height limit of 65 feet
and is also listed on the National Register of Historic Sites.

After adjustments, the fee simple unit land value indications for the subject property range
from $61.08 to 88.01 per square foot of gross land area. The mean average unit land vatue

Hastings, Conboy, Braig & Associates, Lid. Page2
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HECOG Downtown Property PRELIMINARY PHASE 1 ANALYSIS

indication is $72.34 per square foot. Based on these indications, we estimate an average fee
simple unit land value of $75.00 per square foot for the 13,255 square-foot subject property.
This results in an estimated fee simple land value of $1,000,000 as indicated by our sales

comparison analysis.

Leased Fee Property Value, As Improved (Discounted Cash Flow Awnalysis}) — Our
valuation analysis of the leased fee value of the subject property, as improved, is
summarized in Tables 2 and 3. For this Phase I portion of the assignment, two alternative
discounted cash flow schedules are presented, each based on 2 different leasing forecast.
Table 2 presents Leasing Scenario No. 1, and Table 3 presents Leasing Scenario No. 2. The
primary differences among these two forecasted leasing scenarios are outlined in the
following paragraphs, which summarize the various assumptions and forecasts utilized to
derive our valuation estimates.

Revenues/Income - Forecasted Potential Gross Income consists of a combination of Base
Rents, Common Area Maintenance (CAM) Expense Recovery, and General Excise
Tax (GET) Expense Recovery. Forecasted Effective Gross Income is equal to Potential
Gross Income less Vacancy and Credit Loss.

W Potential Base Rents are forecast as follows. In both Scenario Nos. 1 and 2, Base Rents
in Year 1 are forecast at: $1.00 per square foot of rentable floor area per month for the
Basement; $3.00 per square foot of rentable floor area for the Ground Floor; and
$1.50 per square foot of rentable floor area per month for Floors 2, 3, and 4. Also, in
both scenarios, Base Rents are forecast to increase at a consiant rate of three
percent (3.0%) annually throughout a projected, ten-year investment holding period.

W Potential CAM Recovery is equal to one hundred percent (100.0%) of the forecasted
CAM Expenses, based on the assumption of an absolute net lease(s).

M Potential GET Recovery is forecast at 4.160 percent of all other sources of Potential
Gross Income,

W Vacancy and Credit Loss is forecast as follows. In Scenario No. 1, the annual Vacancy
and Credit Loss factor is forecast at fifty percent (50.0%) in Year1, twenty-
five percent (25.0%) in Year 2, and stabilized at ten percent (10.0%) starting in Year 3.
In Scenario No. 2, the annual Vacancy and Credit Loss factor is forecast at thirty-three
percent (33.0%) in Yearl, fificen percent (15.0%) in Year2, and stabilized at ten
percent {10.0%) starting in Year 3.

Operating Expenses — Annual Operating Expenses consists of a combination of Building
Renovation Costs, CAM Expenses, General Excise Tax (GET), Tepant Improvement
Allowances, Leasing Commissions, and Reserves for Repairs and Replacements,

M Building Renovation Costs are forecast as follows. In Year 1, $3,505,000. In Year2,
$2,060,000 (equal to $2,000,000 escalated at three percent annually for one year). In
Year 5, $1,069,200 (equal to $950,000 escalated at three percent annually for four

Hastings, Conboy, Braig & Associates, Lid. Page3
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inidatl improvements EXHIBIT D
Project Name/Descripli Start Year” Estimated Cost  Confractor
Downspoul-Replocoment-Nots-3- 2004 75000l Aok
Repiace or Refuebish Passenger Elavators Note 3 Z004-2005 $300,000  ThyssenkKnpp Elevator
Altic Project-Redocate Chilers Oulside of Bullding 205 §155,000 TED
Electrica improvaments 1o comply w/code (part 1)
Note 4 2005 $250,000  Benneil Engineers inc.
Window Roplacemerd Note § 2005 51125000 TBD
HVAL Replacament - Hots & 20065-2006 $3.300,000  Ser batow™
=Fin-Sprnider-insiakatinng. w08 S250-0600—TF8b—
Busemert Leak Repairs 2004 525000 TBD
ThermaiMaisture Protection of Exterior Watic 2006 3350000 TBD
Elncirical lmprovemants to comply wicods (part 2}
Rote 4 2008 3500000 TBD
FRoof Restoraten/Farmcl Buking 2008 $300,000 YBD
Srklding-Sowesimp i 200§ Q00000 e T
Assessment/Repair Extarior Walks™ $150.000 TBD
Freight Elevator Restoration 20%8 j250000 TBD
Electrical Upgrades (Emergancy power, UPS, 2018 $1,000,000 YBD
alectric rooms)
TOTAL 39,122,000
- Antich :
= Engineating Miyashirc & Associates inc.

ASC Contractor: Bids will be nequesied from Heidi 5 Cooke, Continental Mechanic,
Cahu Plumbing & Economy Plumbing
= May noed 10 66 Hhe work sooner

Hote 1 - Work oa atic pipes in progress; anficipate completion in Decamber 2004; non-atiic chilwater pipes work will be dons as part of HVAC project
Note 2 - (corroded intedor spouts) Wark compleled, except for wall touchup, HECO has paid 347,965 to date.
Note 3 - HECO payment of $84,125 aleady made as partal payment for major parts; instailation pianned for Jamury 2005
Nots 4 - Elechricsl retroft .
Note 3 - Replacament of aif windows, frames and perimeter frames
Nots 5 - Inchxies replacement of chilerpian?, pumps, cooling towars,
chilwaler pipes, condenser water piping, air handiers and air distribution ducts.
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HECO Downtown Property PRELIMINARY PHASE I ANALYSIS

vears). _In all other vears. Building

proposed renovation costs scheduled tooccur after calen :
for purposes of this analysis.

year 5015 arc disregarded

B CAM Expenses are forecast at $0.85 per square foot of rentable floor are per month in
Year 1 and escalated at three percent (3.0%) annually thereafter.

B GET is forecast at four percent (4.0%) of Effective Gross Income.

M Tenant Improvement Allowances are forecast as follows. In ScenarioNo. 1, at
$5.00 per square foot of rentable floor area multiplied by 26,000 square feet in Year 1;
13,000 square feet in Year2; and 7,500 square feet in Year3. In Scenarjo No.2, at
$5.00 per square foot of rentable floor area multiplied by 34,000 square feet in Year 1;
9,000 square feet in Year 2; and 2,500 square feet in Year 3.

M Leasing Comnissions are forecast as follows. In Scenario No. 1, at $3.00 per square
foot of rentable floor multiphied by 26,000 square feet in Year 1; 13,000 square feet in
Year2; 7,500 square fect in Year3; and at one percent (1.0%) of Effective Gross
Income thereafier starting in Year4. In Scenario No. 2, at $3.00 per square foot of
rentable floor multiplied by 34,000 square feet in Year 1; 9,000 square feet in Year2;
and at one percent (1.0%) of Effective Gross Income thereafter starting in Year 3.

B Reserves for Repairs and Replacement are forecast at two percent (2.0%) of Effective
Gross Income.

Net Operating Income — Deducting Operating Expenses from Effective Gross
Income resuits in the annual Net Operating Income forecast for the subject property. This
future net income stream is discounted to a corresponding net present value based on an
annual Internal Rate of Return (IRR) requirement (i.e., Discount Rate) of 11.5 percent. The
selected discount rate is supported by recent published results of the Korpacz Real Estate
Investor Survey and imformation gathered from interviews with local commercial

investrnent firms.

Reversionary Interest in the Property -- The reversionary interest in the subject property
is based on the assumption that the property is sold at the end of the tenth year of the cash
flow analysis. This anticipated future disposition value is adjusted downward for selected
marketing costs and then discounted to a corresponding net present value indication.

In this analysis, the subject property's forecasted Net Operating Income in Year 11 is
converted into a forecasted future sale price based on an overall, Terminal Capitalization
Rate of 9.0 percent. This terminal capitalization rate is supported by the results of the
Korpacz Survey. After deducting a two percent allowance for sale disposition and
marketing costs, the resulting net sale proceeds are discounted to a present value indication
at an 11.5 percent intemal rate of return,

Hastings, Conbay, Braig & Associates, Lid. Page 4
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— HECQ Downtown Property PRELIMINARY PHASE 1 ANALYSIS

Leased Fee Property Value Estimates -- The sum of the net present value indications
corresponding to the forecasted ten-vear Net Onerstine Income stream_and the: anficinaterd -

property, as improved. For the two alternative scenarios, the value estimates indicated by
our ten-year, discounted cash flow analysis of the subject property are as follows:

Scenario No. 1 (See Table 2) $3,120,000
Scenario No. 2 (See Table 3) $3,470,000

Building Improvement Value (Leased Fee Property Value Less Fee Simple Land
Value) ~ The “as is” value of Bishop Estate’s leased fee interest in the existing building
improvements located on the subject property is estimated by deducting the estimated Fee
Simple Land Value from the estimated Leased Fee Property Value. In Scenario No. 1, the
Leased Fee Property Value is estimated at $3.12 million, and in Scenario No. 2, the Leased
Fee Property Value is estimated at $3.47 million. The subject property’s fee simple land
value is estimated at $1.0 million. Based on these value indications, the “as is” value of
leased fee interest in the existing building improvements located on the subject property is

PRSI I Y + I . To B e T e T a A L L L. Y. T. L I T & T
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" G o . HASTINGS, CONBOY, BRAIG
wE2S &ASSOCIATES, LTD)

Luaf Hameda  Real Estsle A

December 30, 2004

Mr. Phil Hauret

Hawaiian Electric Company
PO Box 2750

Honolulu, Hawaii 96840

Dear Mr. Hauret:

Assignment

This letter will serve as our proposal to provide you with a counseling report addressing the value
of the improvements in the Hawaiian Electric Building located at 233 South King Street, Honolulu,
Hawaii. The property is further identified on Hawaii Tax Maps as First Division, Tex Map Key 2-
1-16, Parcel 1 containing a gross land area of 13,255 square feet.

The function of this analysis is for internal decision making purposes. This analysis will be
performed in conformance with and will be subject to the requirements of the Uniform Standards of
Professional Appraisal Practice (USPAP) of the Appraisal Foundation, and Code of Professional
Ethics and Standards of Professional Conduct of the Appraisal Institute. The use of the report is
subject to the requirements relating to review by duly authorized representatives of the Appraisal
Institute,

Proposed Scope of Services

Per your request, this analysis will be limited to valuing the “as is” leased fee interest in the subject
improvements assuming HECO vacates the building. Our analysis will consider any improvements
which will be required for deferred maintenance plus tenant improvement. Furthermore, we will
project market rents, absorption and marketing costs for an assumed lease-up of the property on a
multi-tenant basis. The estimated value of the land will be deducted from the leased fee value to
estimate the value of the improvements. This assignment will be completed in two phases. Phase
One will consist of reporting our preliminary value conclusions. Phase Two will be completion of
the report. The results of this analysis will be communicated in the form of a brief summary report.

Our report will be subject to various conditions and assumptions appropriate to our analysis and
conclusions. Typical assumptions and conditions are in the attached Addendum.

Reqgnired Ttems for This Assicnment

To complete this assignment, we will require the foilowing.:

1. Copy of and/or summary of the building improvements.
2. Gross and net leasable areas of the subject building and floor plans, if available.

1067 Alakea Street « Honolulu, Hawaii 96813 « Telephone (808) 524-1700 - Fax (808) 538-1337
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Proposed Fees and Timing

Based on our present staff availability, we anticipate that we can complete Phase One of our analysis
within five to six weeks from the receipt of your written authorization and retainer. Phase Two will
require an additional twio weeks.

Professional fees charged by our firm are computed on the basis of the complexity of the problem
and the time spent by members of our staff at their established billing rates, plus reimbursement of
out-of-pocket expenses. We estimate that the first phase of this assignment can be completed fora
fee ranging from $5,500 to $6,000 plus gross excise tax.  Should you wish to complete this
assignment, the second phase can be completed for additional fee ranging from $1,000 to $1,500.

It is our standard practice fo require a 60 percent retainer at the commencement of an assignment;
the balance upon delivery of the report. If the balance is not received within 15 days, a one percent
per month interest fee will be charged. Ifthe terms of this letter are satisfactory, please aclkmowledge
your authorization by sigoing and dating a copy of this letier and requming it together with your
check in the amount of $3,300.

The terms and conditions of this proposal are based on present and anticipated staff availability. If
the executed copy of this proposal and retainer are not received before January 10, 2004, we reserve
the right to reschedule the anticipated date of delivery and revise the estimated fee,

If you have any questions regarding the scope of the assignment or wish to clarify this proposal,
please confact us at your earliest convenience. We look forward to working with you on this
assignment.

Sincerely,
HASTINGS, CONBOY, BRAIG
& ASSOCIATES, LTD.

SIS,

Robert R. Braig, MAL SRA

Executive Vice President
W
Ricky Minn
“’ QV Senior Vice President
APPROVED:
HAW, ELECTIRIC COMPANY
By:
(Authorized Signature)

Date: _Jdpuary % ,2004.5
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ADDENDUM
(Page 1)

CONTRACT ADDENDUM REGARDING APPRAISAL ASSUMPTIONS AND CONDITIONS
Our report will be subject to the following conditions and assumptions which will constitute the
primary framework of our analysis and conclusions. Various other assumptions and limiting
conditions may be required to complete the assignment.

1. The appraisal will be based upon the present condition of the national economy and the
present purchasing power of the dollar.

2. The report will express the opinion of the signer(s) on a specified date; in no way will it be
contingent upon the reporting of specified values or findings.

3. It will be assumed that the subject property is free and clear of any and all encumbrances
other than those referred to in the report, and no responsibility will be assumed for matters
of a legal nature. The report will not be construed as rendering any opinion of title, which
will be assumed to be good and marketable.

4. Any maps or plot plans reproduced and included in the report will be intended only for the
purpose of showing special relationships. They are not necessarily measured surveys or
measured maps, and we will not be responsible for topographic or surveying errors. No
tiability will be assumed for soil conditions, bearing capacity of the subsoil or for
engineering matters relating to proposed or existing structures.

5. The appraiser will not give testimony or appear in court because of having made this
appraisal unless arrangements for the appearance and the fee for such appearance have been
agreed upon by the person or corporation requiring such testimony.

6. The value conclusions reported will assume completion of any proposed improvements mn
accordance with fumished architectural plans.

7. When the appraisal report contains an allocation of the total valuation between land and
improvements such allocation applies only under the existing program of utilization. The
separate valuations for land and building can not be used in conjunction with any other
appraisal and will be invalid if so used.

8. When the appraisal report contains a valuation relating to a geographical portion or tract of
real estate, the value reported for such geographical portion relates to such portion only and
should not be construed as applying with equal validity to other portions of the larger parcel
or tract, and, the value reported for such geographical portion plus the value of all other
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ADDENDUM
(Page 2)

9. When the appraisal report contains a valuation relating to an estate in land that is less than
the whole fee simple estate, the value reported for such estate relates to a fractional interest
only in the real estate involved and, the value of this fractional interest plus the value of all
other fractional interests may or may not equal the value of the entire fee sunpie estate
considered as a whole.

10. informatxon provided by informed local sources such as governmental agencies, financial
. selers and others. will be weished in the light jp which it was

Uk

|

be assumed for possﬂ:!e nusﬁormaﬂon.

11.  Possession of the renort. or a copy therenf. does not carry with it the right of nihlication,
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HASTINGS, CONBOY, BRAIG &ASSOCIATES, [ID

Res! Estate Apy Counaelors and £

1067 Alakea Street / Honoluly, Hawaii $8813 / Telephone {BOB} 524- 1700 / Fax (B08) 5301337

GENERAL

Hastings, Conboy, Braig & Associates, Lid. (HCBA) is one of the largest real estatc counseling firms headquartered in the State of Hawail. The firm has a stail
of professional reat estate counselors, appraisers, economists and market analysts, and investmen! anaiysis. Its staff has extensive experieace analyzing and
appraising South and West Pacific real estate; three members hold designations from the American Institute of Rea] Estate Appraisers (MAI) and from the
Society of Real Estate Appraisers (SRPA). Associated companies offer development management, real estate brokerage, and investment services.

The firm assists clients withsolutions 10 real estate problems. Its purpose isto provide sound and objective anabysis directed toward reducing 1he financiat risks
inherent in the real estate decision-making process. This is accomplished by the application of intensive research and analysis to interpreting the dynamics
influencing real estate markets and real estate investments, and the subsequent identification of opportunities and courses of action which can be profitably
employed.

In executing its assignments, HCBA uiilizes the broad experience of iis highly qualified staff o identify specilic problem arcas associated with client programs
and to structure and implement effective sofutions.

Hastings, Conboy, Braig & Associates, Ltd, maintains an extensive technical library of books, monographs, journals and special statistical compilationsin the
fieids of land use, recreation, investment analysis, urban planning and development. Surveys of market conditions for a varicty of land use are maintained in
our library and updated consiantly. In conjunciion with being headquartered in Hawaii, these library resources aliow HCBA 10 closely monitor local real estate
developments and activity. On an annual basis, HCBA receives the operating statistics from approximaiely 60 office buildings, and 26 shopping centers, which
are compiled into the Hawaii version of the BOMA, and ICSC annual exchange reports.

Our clients include builders and developers, financial institutions and advisors, corporations, private individuals, estates, and governmental agencies at all
tevels,

PROFESSIONAL SERVICES

Problem solving is a major funciion of HCBA. Although specific services and approaches 1o problems differ from case to case, they may be generally described
by the [oliowing basic types of studies. Study results can be evaluated wiilizing the computerized analysis program 1o determine financial feasibility and 1o
calkculate measurements of praject performance.

Real Estate Investment Counseling — Determination and evaluation of accommodations and services, including determination of sources of
effective real estate investment strategies including project selection, patronage and consumer preferences, in addition to marketing strategics
analysis of highest znd best use, and determiration of optimum for sale of recrention propertics.

development straicgy based upon an iterative process of conceptualizing

and evaluating alternative development schemes, Housing Marketing Studies — Analysis of housing marketing condi-

tions, determination of consumer housing preferences, and identification

Market Value Appraisal — Valuations for mortgage foans, investment of housing markel opportunity greas; incl uding analysis of single family
counseling, lease negotiations, condemeaation, gssessment appeai and and multiple family projects regarding pricing, sizing and marketing
policy decisions. Appraisals exiend to a variety of properties, inc) uding strategies.

income properties, existing and proposed resort and sesidential develop- . i L. .

ments, industrial properties, high-rise office buildings and condominiums, Retail .@nalysu_s — Delefmm‘auon' of market area saic§ potem:a_i and

hotels and apartments, sugar plantations and large vacamt screage peneiration estimates for specific sites based upon locational attributes

ownerships. - and relationship to competitive facilities, inciuding on-site analysis to
coordinate functional uses to fcilitate merchandising space and maximi-

Negotiation/ Arbitration — Counseling on space and ground lease renis zing overalt return.

for original negotiation or reporting and availability as arbitors when

agreement between principals cannat be reached. Office Space Analysis — Measerement of office space supply including

lenancy. vacancy, reatal patterns; evaluation of demand factors leading 1o

Special Valuation Assignments — Estimates of value diminution or lorecasts of office space demand for whele communities, specific
enhancement cavsed by public policy decisions, analysis and quantfi- subareas, and individual sites; and transiation of supply and demand
cation of cost-benefit effects, future value projections, portfolio reviews, factors into prospects for particular projects.

. ~rporate planning and disposition strategy studies, and analysis and

ation of air rights, easements 2nd waler rights. Industrial Studies — Analysis of local Jabor markets and economic

} conditions 10 determine industrial space requirements, including site
Resort and Recreation Projects ~— Application of travel, recreation and analysis 10 evaluate competitive positions within the market structure,
leisure trends to determination of demand for wransient and recreation
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HASTINGS, CONBOY, BRAIG & ASSOCIATES, LTD.

Major Clientele

Commercial Banks and Thrift Institutions
Bancorp Finance

Bank of America

Bank of Hawaii

Bank of Honoluly

Bank of Maui

Central Pacific Bank

City Bank of Honolnlu
Crocker National Bank
First Hawaiian Bank

First Hawaiian Credit Corp.
First National Bank - Seattle
GECC Financial Corp.
Honfed Bank

Pioneer Savings Bank
Wesipac Banking

Savings Institutions

American Savings & Loan Association
Chizens Federal Savings & Loan

Coast Savings & Loan

Continenta! Savings & f.0an

First Federal Savings & Loan Association
Pacific Coast Mortgage

Provident Federal Savings

State Sevings & Loan Association
Territorial Savings & Loan Association

Insuranee Companies and Pension Funds
American Nattonal Life Insurance Co.
Bankers Life of Nebraska

Equitable Life Assurance Co.

John Hancock

Mutuai of Omaha

Prudential Life Insurance Co.

Teachers insurance Co.

Mortgage Bankers/Brokers
Brooks Harvey & Co.
Dwyer Curlent

Fidelity Pacific

Nagy & Thoele Ltd.
Sherwood & Roberts
Sonnenblick-Goldman

Investors and Investment Groups
American Land Company
A.E-LePage Limited

Duty Free Shoppers

Hawaiian Alrlines

North American Acceptance Corp,
Pocklington Enterprises

Shidler & Company

Title Insurance & Trust Co.

Investment Bankers
E.F. Hutton & Compaay
First Boswon Corporation
Kidder Peabody

Morgan Stanley Co., Inc.
Saloman Brothers

Accounting Firms
Emnst & Whinney
Grant Thorton
Peat Marwick Main
Touche Ross & Co.

Trusts and Estates
American Trust Company
Bernice Pavahi Bishop Estate
Bishop Trust Company
Harold ELL. Castle Estate

" Hawaiian Trust Company

James B. Campbell Estate
Lilivokalani Trust
Magoon Estate
McCandiess Properties
Moody Estate

Builders, Developers and Industrial Firms
Alcoa

Alexander & Baldwin
Amelco Corp.

Amfiac, Inc.

Asahi Development

Aston Hotels & Resorts
Blackfield Hawaii Corp.
Bedford Properties

Boise Cascade

Campbeli Industriat Park
Castle & Cooke, Inc.

Charles Pankow Buiiders
Chevron US.A,

Cooke Land Company, Inc.
C. Brewer & Co,, Lid.
Ditlingham Land Corporation
Dow Chemical

Frito-Lay of Hawsii

Gentry Pacific, Lid.

GO Financial Group
Grosvenor International {Hawaii}, Inc.
Hawaitan Land Company
Hemmezer Investment Co.
Herbert K. Hotita

Honvest Corp.

HTH Corporation

James Schuler & Associates
Jardine Matheson

JGL Enterprises

Kalua Kai Corporation
Kamehameha Development Corp.
Lewers & Cooke

Lone Star Hawail, Inc.

Lusk Hawaii

Makena Resort

Mauna Kea Properties
MecCormack Land Co., Lid.
McDonald's of Hawail
Oceznic Properties
Opperman-Simpson Co.
Pacific Construction Co,
Pacific Resources, Inc.
Princeville Corporation
Seatrain Lines

Signal Properties

The Petty Corporation

Theo H. Davies & Company, Lid.
Wailea Land Corp.

Government Agencies

City and County of Honolulu—
Department of Transportation

County of Hawaii

County of Kauai

General Services Administration {GSA)

Hawzaii Housing Authority

Government Apencies {continued)

Marianas Public Land Corporation,
Commonwealth of the Macianas -

Maui Redevelopsment Agency

Nationat Park Service

Siate of Hawaii—
Department of Pianning & Economic
Development

U.S. Department of Commerce—
Economic Development Administration

LLS. Department of Interior

US. Department of Transportation

U.S. Fish and Wildlife Service

Oihers )

Belt, Collins & Associates
Brewer Chemical Co.
Hawaiian Electric Co.
Hawaiian Telephone Co.
Holiday Inns, inc.
Honolulu [nternationat Airport
MCI Telecommunications
Northwest Airlines
Pacific International
Public Storage, Inc.
Rasewood Properties, inc.
Safeway Stores, Inc.,
Texaco, Inc.

The Nature Conservancy
United Airlines

Westin Hotels

Foreign Corporations and Banks
Asahi

Azabu

Bank of Tokyo

Chitose

Chiyoda Hawaii

Hachidai USA, Inc.
Hasegawa Komuten (USA), Inc.
Industrial Bank of Japan, Ltd.
Koraan Total Housing

JAL Development

Japan Travel Bureay, Inc.
Kumagai Gumi

Kyo Ya Company

Misawa Resorts

Mitsubishi Trust & Bank Corp.
Mitsui Trust and Bank
Mizuno Kohgyo

Nakano Company, Lid.
Nippon Meat Packers

Nippon Shinpan

Nissho [wai Corp.

Nissin Construction

Nomura Securities

Obayashi Gumi

ORIX Corporation

Maka, inc.

Seibu Hawaii, Inc,

Sporis Shinko

Sukamoto Holdings
Sumitomo Corpoation

Taisei Corporation

Taisei Koyu Company
Takenaka Komuten Company
Tayasu Shoji Company
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PROFESSIONAL QUALIFICATIONS OF
ROBERT R. BRAIG, MAL SRA

Professional Affiliations

Appraisal Institute - MAT and SRA designations

Qualified Instructor for Course 201 - Principles of Income Property Appraising (1983) and
Course 202 - Applied Income Property Valuation (1984)

President of Hawaii Chapter 15 - American Institute of Real Estate Appraisers (1989)

Licensing and Certfification

State of Hawaii - Certified General Appraiser (CGA-149)
Certificate Expires December 31, 2005

Real Fstate Brokers License - State of Hawail

Education
M.B.A. (Finance) University of Nebraska
R.S,_(Risingss Administration) University of Nehraska

Mr. Braig is presently Executive Vice President and Director of Hastings, Conboy, Braig &
Associates, Ltd, (HCBA) and its subsidiary real estate brokerage company Pacific Area Realty. He
has been associated with this firm since 1973 and is one of three principals. HCBA was founded in
1973 and is one of the largest real estate counseling firms in the State of Hawaii. This committed
team of professional real estate appraisers, counselors, economists and market analysts provide
assistance involving all forms of commercial real estate, This company has extensive experience
throughout the State of Hawaii, Micronesia and the U.S. mainland. Included among its staff of
professionals are five individuals who hold the MAI designation; three of these also hold the SRA
designation and one holds the CRE designation.

Mr. Braig's area of expertise spans the entire spectrum of commercial real estate ranging from
commercial, industrial, shopping centers, office buildings, residential development (apartments,
condominiums and subdivisions), golf course, tax appeal and mixed use land development.

Over the last fifteen years Mr. Braig has served on numerous arbitration panels throughout the State
of Hawaii involving ground rent renegotiations and commercial space lease reopenings. His
involvement has ranged from witness, appointed panel member, appointment as third person and
sole arbitrator.

Selected clients include:

Financial Instifutions — Bank of Hawaii, First Hawaiian Bank, G_E. Capital, First Federal Savings
and Loan, Central Pacific Bank, American Savings Bank, Construction Lending Corporation of
America, Nipon Credit Bank, Territorial Savings and Loan, First Hawaiian Credit Corporation,
Nomura Crecht Corporation, Bank of Tokyo — Mtsublshs., Metzler North America, City Bank,
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Robert R. Braig, MAL SRA
(Page2)

Developers -- The Gentry Companies, Schuler Homes, Grove Farm Land Corp., Seibu Hawaii,
Haseko Hawaii, C. Brewer Homes, John D. Lusk & Sons, The Petty Corporation, Sports Shinko
(Hawaii), Waikoloa Properties, Pacific Construction, The McNaughton Group, Maui Lani Partners,
Alexander & Baldwin, Inc., Serveo Pacific, GTE Hawaiian Telephone, K.H. Properties, Aloha
Petroleum, Ltd., Duty Free Shoppers. _

‘Trusts, Estates and Consultants — The Nature Conservancy, The Estate of James Campbell, C.
Brewer & Company, Queen Emma Foundation, Realty Investment, Co., McCandless Estate,
Hawaiian Trust Company, Pacific Century Trust, Damon Estate, Deloitte & Touche LLP, Arthur
Andersen, Koll, Cushman & Wakefield.

Selected Assignments include:

Commercial Properties — Kahala Mall, Kukui Grove Shopping Center, Stadivrn Mall Shopping
Center, Liliha Square Shopping Center, Pearl City Plaza, Kaimuki Shopping Center, Hile Shopping
Center, Salt Lake Shopping Center, Kings Shops (Waikoloa Beach Resort), Manoa Shopping
Center, Hawaii Kai Towne Center, Kihei Longs Shopping Center, Maui Marketplace, Kauai Kmart,
Kona Kmart, Ewa Beach Shopping Center, Kapolei Shopping Center, Aina Haina Shopping
Center, Kapolei State Office Building, Micronesia Mall (Guam), Windward City Shopping Center,
Waianae Mall, Gentry Shopping Center, Coconut Grove Marketplace, Kuakini Physician’s Tower,
Pearl Xai Shopping Center, Genfry Marina, Duty Free Shoppers — Waikild, Royal Hawaiian
Shopping Center.

Master Planned Communities -- Ewa by Gentry, Waikele, Gentry Waipio, Waikoloa (Hawaii),
Mililani Town, Makenna Resort (Maui), Wailuna, Ko’Olina Resort, City of Kapolei, Waiawa,
Kehalani (Maui), Wailea Golf Courses.

Subdivisions — The Lofis by Gentry (305), Kula Lei (193), Maui Lani (268), Summerhill (84),
Villages at Leialii, Sunrise Estates (143), Sun Terra, West Loch Fairways (73), WestchfT (39),
Waialae Iki, Soda Creek, Heights at Wailuna, Wailuku Heights, 49 Black Sand Beach {49) Kohala
Waterfront (50), Westhills, Lombard Way, Islands at Mani Lani, Greens at Maui Lani, The

Carriages.

Sy - e Vil YLe Jarnn Dmmares
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Villages, Kihei Villages, Waikoloa Hills, Palm Court, Palm Villas, Kuani Hillside, Keonikai
Villages, Makakilo Cliffs, Southpointe, Sun Rise, Greens at Waikele, Iao Parkside, Coronado,
Country Club Village, Courtyards at Punahou, Sun Crest, SunPoint, Napilihau Villages.

Rental Apartments — Napilthau Townhomes, Sumpointe Apariments, Bayview Banyan
Avpartments, Waiakea Villas, Kihei Regeney, Makana Hale, Coronado, Palm Villas, Lagoon View,
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PROFESSIONAL QUALIFICATIONS OF RICKY P. MINN

BUSINESS BACKGROUND

Hastings, Conboy, Braig & Associates, Ltd., Senior Vice President.
Employed with Hastings, Conboy, Braig & Associates, Ltd. since November 1977.

EDUCATIONAL BACKGROUND

University of Hawaii at Manoa, Bachelor of Arts Degree in Economics, Awarded 1977.
Appraisal Institute, Credit for the following Educational Courses:

Standards of Professional Practice, Parts A, B, and C.

Capitalization Theory and Techniques, Parts A and B.

PROFESSIONAL AFFILIATIONS
Appraisal Institute, Affiliate Member.
LIST OF SELECTED CLIENTS
Island of Kauai:

U.S. Department of the Navy

Cenfral Pacific Bank
State of Hawaii Department of Agriculture

Art and Elizabeth Charitable Remainder Unitrust

Island of Qabur:

Hawaii Carpenter’s Financial Security Fund
Pacific Century Trust

Roscha Woodwork, Inc.

Condiotti Enterprises, Inc.

First Hawaiian Bank

First Hawaiian Bank

A & B Properties, Inc.

Hotels In Paradise

City Bank

Bank of Hawali

The Bank of Tokyo-Mitsubishi, Ltd.

Bank of Hawaii

Woodmen of the World Life Insurance Society
First Hawaiian Bank

GE Capital Hawaii, Inc.

TUDIES

Port Allen Pier Rental Rates

Old Koloa Town Shopping Center
Kekaha Agricultural Park
Kalapaki Villas Condominium

Waimalu Shopping Paza

Alexander Gardens Condominium
Roscha Woodwork Industrial Building
Queen Emma Office Building

Mililani Shopping Center

SJS Office Building

Mill Town Center Business Park
Waikiki Whaler Apartments

Lee & Young Building

SunPoint Condominium

Royal Kunia Gardens Condominium
377 Keahole Street Building

4400 Kalanianaole Highway

Westhills Subdivision, Phases IT and 1]
1450 Young Street Condominium
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LIST OF SELECTED CLIENTS AND STUDIES
-

Island of Maui:
Baldwin*Malama Piilani Village Development Sites
The Trust for Public Land Nu’u and Waiu Properties
U.S. National Park Service Kaupo Ranch Trail Easement
First Hawaiian Bank Kihei Longs Shopping Center
First Hawaiian Bank Proposed Napilihau Townhomes
Isiand of Hawaii:
First Hawaiian Bank Nani Mau Gardens

r st XX peermas Tl RTedaen

Owens Financial Group, Inc. Waiakea Village
Raymond K. Hasegawa, Attorney At Law Dodo Mortuary
Carlsmith Ball MacFarms of Hawaii
Farm Credit Bank of Texas TASCO Macadamia Nut Qrchards
Banc One Commercial Loan Origination Corp. Liliha Healthcare Center
Bank of Hawaii Kilauea Plaza
Bank of Hawaii BFS Hilo Center
Central Pacific Bank Suisan Company Jumbo and Super Jumbo
Bank of Hawaii Big Island Toyota Suznki Hyundai
{ Bank of Hawaii Ka Waena Lapa’au, Hilo Radiologic Offices
' American Savings Bank Aloha Building
State of California Department of Insurance Bayview Banyan Apartments
Pacific Century Trust Kamuela Ace Hardware
Trans-Pacific Mortgage Group Coconut Grove Marketplace
Housing & Community Develop. Corp. of Hawaii Kamaaina Hale Leased Fee
Metzler North American Corporation Kohala Waterfront Subdivision
The Stewart Living Trust Hooman Ranch
Marcus & Associates, Inc. Kealakekua Business Plaza
First Hawaiian Bank Hualalai Center
Puuanui Partnership Puuanui Partnership Properties
Center for Family Business Gentry Pacific Kahua Makai Property
U.S. Postal Service Kailua-Kona Main Post Office
Bank of Hawaii Kilohana Subdivision

Bank of Hawaii Waimea Center
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CA-IR-617
Ref: HECO response to CA-IR-260 & HECO-1605 (Rent Expense).

Please provide the following:

a. Ornginal HECO-1605 took into account the rent that had been waived for January and
February for CPP Suites 700, 1520 and 1530. Revised HECO-1605 (CA-IR-260) does not
recognize this waiver. Please explain and reconcile this change in position.

b.  Revised HECO-1605 (CA-IR-260) reflects updated monthly rental rates and monthly CAM
rates for the CPP suites. Please provide a copy of the negotiated lease amendments
supporting these rates.

c¢. Referring to item (b) above, please provide a copy of any related correspondence or other
documentation regarding the determination of fair market value rental rates used for the
CPP suites.

d. Please confirm that the Annual Property Tax Credit arises from the fact that the property
owner is able to avoid property taxes on spaced used by the utility. If this cannot be
confirmed, please explain.

e. Referring to revised HECO-1605 (CA-IR-260), please explain and provide support for the
property tax credit amounts reflected in column (f).

. Footnote 1 on the original and revised HECO-1605 indicates that the monthly CAM rate is
for common area maintenance. The CAM rate in column (d) declined from $0.992
(original) to $0.975 (revised) per square foot per month. Please identify and describe the
specific recurring and nonrecurring maintenance covered by this rate.

g. Column (g} of both the original and revised HECO-1605 is identified as “Op Exp Recon.”
Please provide the following:
1. Please describe the purpose of this apparent reconciliation of operating expense.
2. Please explain how the amounts in column (g) were determined.
3.  Discuss the process associated with any delays in the apparent expense true-up
mechanism.

=
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waiver of rent for January and February did not include the waiver of CAM charges for
those months. )
Due to its voluminous nature, one copy each of the negotiated lease amendments and
agreements will be provided to the Consumer Advocate and the Commission under separate
transmittal. Final amendments for Suites 1010, 1480, and 1515 have not yet been received
and Suites 700, 1300, 1520 & 1530 are still awaiting landlord approval.
Monthly CAM charges for all CPP Suites except for Suites 1020, 1025 & 1075, 1250 &
1270 and the HEIPC lease are provided on pages 4-13. Suites 1020, 1025 & 1075 and
1250&1270 are new leases that reflect the new CAM rates. The HEIPC Sublease amounts
are included as part of HEI’s inter-company billing.
A copy of available correspondence regarding the determination of fair market value rental
rates used for the CPP Suites is provided on page 14.
Yes, the annual real property tax credit arises from the fact that HECO is exempt from
paying real property taxes on space used by the utility.
CPP’s Estimated 2005 Operating Expenses Report, which itemizes the building operation
expenses, is provided on page 15. The real property tax shown on this report was used to
determine the property tax credit amounts reflected on the revised HECO-1605.
See page 15 for items included in the monthly CAM rate.
1. The Common Area Maintenance (CAM) charged during the year is based on CPP’s
operating budget. A reconciliation of operating expenses is done on an annual basis to

adjust the CAM charged during the year to the CAM based on the actual expenses for

the year.
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The amounts in column (g) were estimated using a 3% escalation of the 2003 operating
expense reconciliation amount per square foot.
The financial statements will reflect estimated rent amounts until the true-up is
completed.
The CAM rate set forth in column (d) represents the estimated CAM per square foot for
2005. As explained in g.1., the operating expense reconciliation represents a true-up of

the estimated CAM charged to each Suite during the year to their respective portion of

the actual building operating expenses for the year.
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COLLIERS

MONROLTRIEDLANIER

www.colliershawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 700

Operating Expense Pro-rata Share: 7,598 square feet of 232,959 total square feet = 3.2615%

1.  Annual Share of Operating Expenses: =% 88,922.00
$2,726,406 * 3.2615%

6,001.27 -

1
A-£

2. Monthly Share of Operating Expenses:
(divide line 1 by 12 months)

é i‘r‘jwzfﬁf\hutg:u:b‘rmenf i
e
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COLLIERS

MONROETRIFEIM ANDIR

www.colliershawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance ({CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1010

Operating Expense Pro-rata Share: 4,509 square feet of 232,959 total square feet = 1.9355%

1.  Annual Share of Operating Expenses: =5 52,771.00
$2,726,406 * 1.9355%

2. Monthly Share of Operating Expenses: = 5 3,561.46
(divide line 1 by 12 months)

January CAM Adjustment

3. New 2005 Monthly CAM = § 3,561.46

4. CAM billed in January =§ (3,736.33)

5. - January CAM adjustment =8 (174.87)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONROE FRIFDIANDER

: I :

www.collisrshawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge fo 5 calepdar vear hacad on the
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COLLIERS

MONROE FREEINANDER

www.colliershawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 12312

Operating Expense Pro-rata Share: 813 square feet of 232,959 total square feet = 0.3490%

1. Annual Share of Operating Expenses: =$ 9,515.00
$2,726,406 * 0.3490%

2. Monthly Share of Operating Expenses: =5 64215
(divide line 1 by 12 months}

January CAM Adjustment

3. New 2005 Monthly CAM =% 642.15

4.  CAM billed in January =5 (673.69)

5. January CAM adjustment = § (81.54)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONHOL FRIFIEANDER

www . colliershawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1300

Operating Expense Pro-rata Share: 9,601 square feet of 232,959 total square feet = 4,1213%

1. Annual Share of Operating Expenses: =5 112,364.00
$2,726,406 * 4.1213%
2. Monthly Share of Operating Expenses: =§ 7,583.42

{divide line 1 by 12 months})

January CAM Adjustment

3. New 2005 Monthly CAM =$ 7,583.42
4. CAM billed in January = % (7,955.76)
5. January CAM adjustment =5 (372.34)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONROEFRILDEANDER

www.colliershawali.com

CENTRAL PACIFICPLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1425

an{ﬁ.ﬁgn Farmenoa Pro saballbaen 2 747 grpsgre font ~ g 30 Q50 $ri? ;-apmn.f;;n&;— 1 TNy

1. Annual Share of Operating Expenses: =& 32,091.00
Wyl I

2. Monthly Share of Operating Expenses: = § 2,411.39
(divide line 1 by 12 months)

January CAM Adjustment

3. New 2005 Monthly CAM =§ 2,411.39

4. CAMbilled in January - =% (2,676.48)

e L L e

o - e & w w
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'COLLIERS

TMONROPIRIZDLANDER

www.coliershawaii.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co,, Inc.
SUITE: 1480

Operating Expense Pro-rata Share: 1,242 square feet of 232,959 total square feet = 0.5331%

1.  Annual Share of Operating Expenses: =5 14,536.00
$2,726,406 * 0.5331 %

2. Monthly Share of Operating Expenses: = $ 980.97
(divide line 1 by 12 months)

January CAM Adjustment

3.  New 2005 Monthly CAM =§ 980.97

4. CAM billed in January = § (1,029.17)

5. January CAM adjustment =% (48.20)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONROEFRIEDIANDER

www.colliershawail.com

CENTRAL PACIFIC PLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1515

Operating Expense Pro-rata Share: 732 square feet of 232,959 total square feet = 0.3142%

1. Annual Share of Operating Expenses: = § 8,567.00
$2,726,406 * 0.3142%

2. Monthly Share of Operating Expenses: =$ 578.16
(divide line 1 by 12 months)

January CAM Adjustment

3. New 2005 Monthly CAM =§ 578.16

4. CAM billed in January = § (606.57)

3. January CAM adjustment = § (28.41)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONROE FRIFDLANDER

www._colliershawaii.com

CENTRAL PACIFICPLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza. Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1530

Operating Expense Pro-rata Share: 2,451 square feet of 232,959 total square feet =1.0521%

1. Annual Share of Operating Expenses: =3 28,685.00
$2,726,406 * 1. 0521%

2. Monthly Share of Operating Expenses: = $ 1,935.91
(divide line 1 by 12 months)

January CAM Adjustment

3. New 2005 Monthly CAM =% 1,935.91

4, CAM billed in January =5 (2,031.00)

5. January CAM adjustment =§ (95.09)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Please note that these amounts are rounded to the nearest whole cent.
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COLLIERS

MONROE FRIEDLANDER

www.colliershawaii.com

CENTRAL PACIFICPLAZA
2005 Common Area Maintenance (CAM) Charge

We have completed the 2005 operating budget for Central Pacific Plaza, Detailed below
is the breakdown of your new CAM charge for the 2005 calendar year based on the
operating budget. The new CAM charge is reflected on your February billing statement
as well as an adjustment to the amount billed in January.

TENANT: Hawaiian Electric Co., Inc.
SUITE: 1570

Operating Expense Pro-rata Share: 2,969 square feet of 232,959 total square feet = 1.2745%

1.  Annual Share of Operating Expenses: =$ 34,747.00
$2,726,406 * 1.2745%

2. Monthly Share of Operating Expenses: =3 2,345.11
(divide line 1 by 12 months)

January CAM Adjustment

3. New 2005 Monthly CAM =% 2,345.11

4. CAM billed in January = § {2,460.23)

5. January CAM adjustment = § (115.12)

Should you have any questions, please contact Carmen L. Magno at 521-6024.

* Dlease note that these amounts are rounded to the nearest whole cent.
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riawanan kiectine Company, inc.» PO Box 2750 « Honolulu, Hi 96340-0001

82
\_B&
March 2, 2004

Ms. Arlene P. Reis

Property Manager

Colliers Monroe Friedlander Mgmt., Inc.
220 South King Street, Suite 1800
Henolulu, Hawaii 96813

Re: Central Pacific Plaza — Suite 1515 & 1570
Second Amendment of Lease — Base Rent Renewal

Dear Ms. Reis:

Our rents for Suites 1515 & 1570 are up for renegotiation effective for March 1, 2004
through November 30, 2006. However, we had not received a letter proposing new base

rents as we had in the past.

We just received the rental staternents for March 2004 and noted that the base rents remained
the same at $1.48 per rentable square foot per month.

However, we do not agree that the proposed rent of $1.48 per rentable square foot per month
is reflective of the fair market rent in the downtown area. We feei that the market rate is still
in line with what we negotiated for suites 1480 and 1010, and that our rents for Suites 1515
& 1570 should be consistent with that at $1.25 per rentable square foot per month. Thus, we
feel that it is reasonable to set our base rent for the period March 1, 2004 through November
30, 2006 at $1.25 per rentable square foot per month.

If acceptable, please acknowledge by signing below and returning a copy to our office. We
look forward to hearing from you.

Sincerely,

Cheryl K. Fujiwa .
Director

Facilities Operations & Planning

Agreed & Accepted:

By

Its
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www.colliershawail.com

CENTRAL PACIFIC PLAZA
2005 Operating Expenses

lCAM Expenses 2005 Budget
/C Maintenance 38,
epreciation 152,401
fectrical Maintenance 3,75
lectricity 6229
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Due to the voluminous nature of the information, one copy (pages
16-184) will be provided to the Consumer Advocate, Department
of Defense, and the Public Utilities Commission under separate

transmittal.
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CA-IR-618

Ref: HECO response to CA-IR-260 & HECO-1605 (Rent Expense).

Revised HECO-1605 (CA-IR-260) contains a new line for Pauahi Tower with annual rent in the
amount of $453,000 -~ occupied by Information Technology & Services. Please provide the
following:

a. The referenced rent amount represents an input into revised HECO-1605. Please provide a
copy of any lease agreements that document the terms and conditions of the rental, including
square footage occupied, term, rental rates and CAM factors.

b. Please provide the following information regarding the newly leased space in Pauahi Tower,
occupied by Information Technology & Services:

i. How many employees occupy this space?
Where were these emnlovees located prior 10 the mave to Panahi Tnwer?

3. Regarding the space previously occupied by these employees, which department(s)
now occupy the former office location?

4, Please describe and explain the basis of the decision to obtain additional space for
Information Technology and Services. :

HECO Response:

a. Due its voluminous nature, one copy each of the Pauahi Tower lease agreement will be
provided to the Consumer Advocate, Department of Defense, and the Commission under
separate transrnittal.

b. 1) The newly renovated space at Pauahi Tower will house 72 open workstations for the

staff and four enclosed offices for the directors and the manager.

2) These employees are being relocated from Ward II 3™ and 2™ Floors, and Ward T 2"
Floor.

3) There is a small group of staff that will remain at Ward II 3™ floor to support the Data
Center operations, and Infrastructure & Operations functions. In addition, there are

several satellite workstations being created to house staff who must work from both

locations. The balance of the space is being proposed faruss hy the non -NIRL ——————
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operations of the Customer Service Department currently working out of the 900
Richards Street offices (King St Building).

4) The decision to relocate the Information Technology Services (“ITS”) Department was
due to the significant staff/operational growth in departments operating at the Ward
Avenue facilities. ITS has staff scattered within Ward II 3™ Floor and 2™ Floor and the
Ward I 2™ Floor. Other engineering departments also have staffing growth which
required additional space within the areas currently (temporarily) occupied by ITS.

I'TS was the best choice for relocation as they support internal customers
throughout the company (both downtown and Ward Avenue, etc). The other
engineering departments work closely together, making it difficult to relocate only one
group.

Also, the area ITS is vacating is adjacent to the proposed area for Customer
Services’ Field Services Division, which enables all of Customer Service’s non-public

operations to be consolidated.
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Due to the voluminous nature of the information requested in part a., one copy
(pages 3 to 65) will be provided to the Consumer Advocate, Department of

Defense, and the Public Utilities Commission under separate transmittal.
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Ref: HECO response to CA-IR-248 (T&D Q&M).

The referenced response provides historical levels (2000-2004 and 2005 test year forecast) of
transmission and distribution contract labor by expense element (EE). Please provide the
following:

a. For both Transmission and Distribution, please explain the shift in emphasis between EE
505 to EE 501 beginning in 2004, describing any special projects or new initiatives.

b. EE 505 is described as including charges from outside contractors for the construction of
facilities, such as breaking and repairing concrete sidewalks to expose buried cables and
digging of pole holes.

1. Is this “construction” work typically capitalized to plant in service by HECO?

2. Ifnot, why not? Please explain.

HECO Response:

a. Please refer to HECO’s response to CA-IR-66, filed with the Consumer Advocate and the
Department of Defense on April 12, 2003, for nformation on the shift between EE 505 and
EE 501.

b. Costs with EE 505 that are construction in nature (i.e., construction of new line, installation
of new line, etc.) are capitalized to plant in service. However, they are expensed in cases
when associated with the repair of equipment (e.g. concrete sidewalks are broken to expose

buried cables for repair).



