
Rocky Mountain Institute 
P.O. Box 390303 

Keahou, Hawaii 96739 

August 18,2006 

Chairman and Members of the Hawaii Public Utilities Commission 
465 South High Street 
Kekuanaoa Building, 1 St Floor 
Honolulu, Hawaii 968 13 

RE: Docket No. 05-0069 Application of Hawaiian Electric Company, Inc. for 
Approval andlor Modification of Demand-Side and Load Management Programs and 
Recovery of Program Costs and DSM Utility Incentives. 

Enclosed are a revised exhibit and a revised response to an information request in Docket No. 
05-0069. In particular the enclosed revisions are: Revised RMI FSOP Exhibit E and Revised 
response to HECOIRMI-FSOP-IR-132. 

These revisions are provided by Rocky Mountain Institute (RMI) to update the original exhibit 
and response based on information that first became available in this docket in the responses to 
information requests filed after the filing date of the enclosed revisions. Please note that in this 
docket, for most of the parties (including RMI), the filing of the Final Statement of Position and 
the responses to information requests preceded any opportunity to use information obtained by 
formal discovery. Both the original exhibit and the original response were filed by RMI before 
RMI had an opportunity to obtain the necessary foundational information. Both the original 
exhibit and the response note explicitly that each relies on information that might have to be 
revised based on responses to pending information requests. In both cases the information to be 
revised was noted by shading of the entries in the included tables. The scope of the revisions in 
the enclosed revised exhibit and response is limited to revisions to the data in the table entries 
marked by shading in the original and revised versions and the resulting changes to the 
calculated values in the tables. The text cells that cite the source of the information used are also 
updated to accurately identify the sources of the revised source data. 

Respectfully submitted, 

E.Kyle Datta, Rocky Mountain Institute 



Revenue Components and Energy Costs by Customer Class 
Hawaiian Electric Company - Fixed Margin Based on Average Energy Costs 
Source information based on HECO response to RMIIHECO-IR-20: revised filings in HECO's rate case application in Docket No. 04-01 13 (Revenue at Proposed Rates) 

Customer Class => RIE G J H PT PP PS F Total Source 

Test Year Sales (MWH) 2,154,400 377,500 2,013,000 53,400 173,740 2,168,528 875,132 40,300 7,856,000 HECO-R-2218 thm 2223 

Avg. Energy Charges (billed per KWH) 
Average Unit Costs (per Kwh) 
As percentage of Class Revenues 
As percentage of Company Revenues 

Fuel and Purchased Energy Costs (w.taxes) 
Unit costs (per Kwh) 
As percentage of Class Energy charges 
As percentage of Class Revenues 
As percentage of Company Revenues 

Non-FuellPurch.Energy in Energy charges 
Unit costs (per Kwh) 
As percentage of Class Energy charges 
As percentage of Class Revenues 
As percentage of Company Revenues 
As percentage of Fixed Margin 

Marginal Energy Costs (sales level) 
Unit costs (per Kwh) 
As oercentaae of Class Enerav charaes 
As bercentage of Average ~ n " & ~ ~  ~ i s t s  127.7% 127.7% 128.1% 127.6% 127.0% 130.3% 128.6% 130.9% 0.0% 

Fixed Margin (Energy Charge - Marg. En.Cost) $131,888 $19,070 $37,933 $1,414 $834 $6,582 $2,013 $2,224 $201,958 
Unit costs (per Kwh) $0.0612 $0.0505 $0.0188 $0.0265 $0.0048 $0.0030 $0.0023 $0.0552 
As percentage of Class Energy charges 35.3% 31.1% 14.4% 19.1% 4.3% 2.7% 2.0% 33.0% 18.7% 
As percentage of Class Revenues 32.6% 25.4% 11.7% 15.8% 3.5% 2.1% 1.5% 32.6% 15.8% 
As percentage of Company Revenues 10.3% 1.5% 3.0% 0.1% 0.1% 0.5% 0.2% 0.2% 15.8% 
As percentage of Fixed Margin 65.3% 9.4% 18.8% 0.7% 0.4% 3.3% 1.0% 1.1% 100.0% 

Demand Charges (billed per Kw) 
As percentage of Class Revenues 
As percentage of Company Revenues 4.5% 0.1% 0.4% 5.1% 2.4% 12.4% 

Revenue at Proposed Rates YO Total 

Energy charges (billed per kWh) $373,396 $61,388 $263,590 $7,400 $19,425 $246,855 $100,115 $6,741 $1,078,910 84.3% HECO-2218 ihru 2215 
Demand charges (b~lled per kW) $57,301 $958 $4,700 $65,422 $30,462 $158,843 12.4% HECO-2218 ihru 2215 
Customer charges (billed per account) $30,933 $13,617 $5,479 $61 1 $19 $796 $798 $97 $52,350 4.1 % HECO-2218 thru 2215 
Adjustments "$203 -$35 -$1,571 -$6 -$I55 -$3,248 -$1,023 -$lo -$6,251 -0 5% HECO-2218 thru 2215 
Riders -$1,398 $0 -$1,742 -$I57 -$3,297 -0.3% HECO-2218 thru 2215 
Total Revenues $404,126 $74,970 $323,401 $8,963 $23,989 $308,083 $130,195 $6,828 $1,280,555 100.0% HECO-2218 thru 2215 



Revenue Components and Energy Costs by Customer Class 
Hawaiian Electric Company - Fixed Margin Based on Marginal Energy Costs 
Source information based on HECO response to RMIIHECO-IR-20: revised filings in HECO's rate case application in Docket No. 04-0113 (Revenue at Proposed Rates) 

Customer Class => 

Test Year Sales (MWH) 

Avg. Energy Charges (billed per KWH) 
Energy Charge in Marginal Block 
As percentage of Class Revenues 
As percentage of Company Revenues 

Fuel and Purchased Energy Costs (w.taxes) 
Unit costs (per Kwh) 
As percentage of Class Energy charges 
As percentage of Class Revenues 
As percentage of Company Revenues 

Non-FuellPurch.Energy in Energy charges 
Unit costs (per Kwh) 
As percentage of Class Energy charges 
As percentage of Class Revenues 
As percentage of Company Revenues 
As percentage of Fixed Margin 

Marginal Energy Costs (sales level) 
Unit costs (per Kwh) 
As percent Marginal Block Energy Charge 
As percentage of Average Energy Costs 

Fixed Margin (Marg. En.Charge-Marg. En.Cost) 
Unit costs (per Kwh) 
As percent Marginal Block Energy Charge 
As percentage of Class Revenues 
As percentage of Company Revenues 
As percentage of Fixed Margin 

Demand Charges (billed per Kw) 
As percentage of Class Revenues 
As percentage of Company Revenues 

Revenue at Proposed Rates 
Energy charges (billed per kWh) 
Demand charges (billed per kW) 
Customer charges (billed per account) 
Adjustments 
Riders 
Total Revenues 

RIE G J H PT PP PS F Total Source 



HECOIFMI-FSOP-IR- 1 32 
Revised (811 8/06) 
Docket No. 05-0069 
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HECOIFMI-FSOP-IR-132: Ref: RMI FSOP, Exhibit B, page 5. Fuel Energy Charge, 
including footnote 3. HECO's current energy charges recover test year estimates of total fuel and 
purchased power expense and some portion of test year estimates of fixed costs. The FMI proposal 
example shows Fuel Energy Charge = Test year marginal delivered energy cost. Does the RMI 
proposal intend to recover marginal energy costs instead of estimated test year total energy costs? If 
so, explain why. If not, please show how the proposed fuel energy charge would be calculated for 
HECO's Schedules R, G, and J without marginal energy cost data, and please provide all references 
for each calculation. 

RMI RESPONSE (Carl Freedman): No, the RMI proposal does not intend to recover 

marginal energy costs rather than estimated total test year total energy costs. As stated in the RMI 

FSOP the magnitude of the energy charges (customer charges billed on the basis of kilowatt-hour 

sales) would be calculated in a general rate case using the same methods presently used. The total 

energy charge would still be equal to the estimated test year unit energy costs for each rate class 

(which, as noted in the information request, includes both variable and fixed cost components). The 

RMI proposal differs from HECO's existing rate design in the respect that the energy charge would be 

divided into two components with one component adjusted based on the number of customers (for 

each applicable class). It is the division of the energy charge into these two components that is based 

on the marginal energy costs. The total energy charge remains based on test year unit energy costs. 

As requested, attached below are several tables that demonstrate how the proposed fuel energy 

charge would be calculated for HECO's Schedules R, G, and J. Marginal energy data are used in the 

calculation of the decoupling mechanism. References are provided. The first table shows how the 

necessary determinations to support the decoupling mechanism would be made in the context of a 

general rate case or based on information from a general rate case. The second table shows how the 

decoupling mechanism would be applied in each periodic application between rate cases. The 

example is for an annual period but the mechanism could be also be implemented on a monthly or 
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quarterly basis. The third and fourth tables show the resulting revenue streams that result from the 

mechanism depicted. Explanatory notes are provided on the tables. 

The mechanism depicted implements the decoupling method and equations described in the 

RMI FSOP and exhibits except that (1) the equations in the mechanism depicted here have been put in 

the form of energy charge adjustments similar in form and application to HECO's existing ECAC 

mechanism and (2) necessary detail in the form of the equations has been added in implementing 

equations. Putting the equations in the form of an energy charge adjustment provides a method of 

implementing the mechanism that is transparent to other rate design features (including the ECAC), is 

generally familiar to the Hawaii utilities and regulators and is feasible to implement by existing 

billing formats and procedures. 

Alternate mechanisms have been developed by RMI. The particular method depicted here 

follows most closely to the principle described in the M I  FSOP and exhibits that net recovery of test 

year non-fuel expenses included in the energy charge (after production costs are covered) will track 

and increase in proportion with an index of the number of customers. Sales volumes do not affect the 

net revenues of the utility. This is demonstrated on the third and fourth tables. 

The data in these revised tables are amended based on HECO's responses to RMI's 

information requests including, in particular, RMIIHECO-IR-20. 
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Determination of Decoupled Test Year Energy Charges In General Rate Case 

Hawaiian Electric Company - Fixed Margin Based on Marginal Energy Costs Method #I 
Source data are from RMIIHECO-IR-20: revised HECO filings in Docket No. 04-01 13 (Revenue at Proposed Rates) 

Customer Class => 
I inn 

RIE G J Source 

A Test Year Sales (MWH) 

B Avg. Energy Charges (billed per KWH) 
C Energy Charge in Marginal Block 

D Fuel and Purchased Energy Costs (w.taxes) 
E Unit costs (per Kwh) D I A  

F Non-Fuel1Purch.Energy in Energy charges 
G Unit costs (per Kwh) 

B - D  
F I A  

H Marginal Energy Costs (sales level) 
J Unit costs (per Kwh) 

K Fixed Margin (Marg. En.Charge-Marg. En.Cost) 
L Unit costs (per Kwh) 

B - H  
H I A  

Test Year Energy Charges (Decoupled) 
N Total Energy Charge (Marginal Block) 
P Fuel Energy Charge 
Q Non-Fuel Energy Charge (Fixed Margin) 

R - J  
R Total Energy Charge (Base Block) 
S Non-Fuel Energy Charge (Base Block) 

T - J  
T Total Energy Charge (Middle Block) 
U Non-Fuel Energy Charge (Middle Block) 

This table shows the determinations that would be made in a general rate case that would serve as the basis for subsequent 
periodic calculation of decoupled energy charges. The parameters that would be determined specifically for application to later 
periodic adjustments are the Fuel Energy Charge and the Non-Fuel Energy Charges. These are shown on lines P, Q, S and T. The 
other parameters shown that are used in later periodic adjustments are already determined in the general rate case by existing 
practices. The Non-Fuel Energy Charge shown on line Q is the charge for the high consumption block (marginal block) for 
Schedule J. 

Lines E and G break out total energy charges into base fuel and non-fuel components approximately according to HECO's existing 
methods. The base fuel energy charge based on average energy costs would continue to be used as the basis for application of 
the ECAC. 

Marginal costs in this table are derived from HECO-2211 and are used here for expository purposes. Appropriate marginal costs 
that represent the unit change in energy cost associated with a unit change in KWH delivered energy (sales level) 
need to be identified and applied. 
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Periodic Calculation of Decoupled Energy Charge Adjustment Method #I 

Hawaiian Electric Company - Fixed Margin Based on Marginal Energy Costs 
Source data are from RMIIHECO-IR-20: revised HECO filings in Docket No. 04-01 13 (Revenue at Proposed Rates) 

Line Customer Class => RIE G J Source 

A Test Year Sales 2,154,400 377,500 2,013,000 HECO-R-2216 t h ~  2223 

B Actual Sales Hypothetical 

C Sales Growth Factor 1.05 1.05 1.05 B I A  

D Decoupling Factor (Sales) -0.0476 -0.0476 -0.0476 (A1B)- I  

E Test Year Non-Fuel Energy Charge (Marginal Block) $0.0612 $0.0505 $0.01 88 Test Year Determination 

F Decoupling Adjustment Subtotal (50.0029) ($0.0024) ($O,oOt79j D * E  

G Test Year Number of Customers 257,648 25,629 6,680 ~ ~ ~ 0 . 2 0 1  

H Actual Index of Customers Hypothetical 

J Customers Growth Factor 1.03 1.03 1.03 H I G  

K Customer Factor 0.0300 0.0300 0.0300 (H I G) - I 

L Test Year Non-Fuel Expenses in Energy Charges $1 84,213 $28,242 $87,426 Test Year Determination 

M Incremental Non-Fuel Revenues $5,526 $847 $2,623 K * L  

N Recoupling Adjustment Subtotal $0.0024 $0.0021 $0.0012 M I B  

P Decoupled Non-Fuel Charge Adjustment ($0.0005) ($0.0003) $0.0003 F + N 

Q Decoupled Non-Fuel Effective Charge (Marginal Block) $0.0607 $0.0502 $0.0192 E + Q  

This table shows the calculations that would be made periodically to determine the adjustment to be added (or deducted) to energy 
charges to decouple utility revenues from sales volume. Two discrete statistics would be required periodically for each decoupled 
rate class: actual period sales volume and actual period index of number of customers. 

The table is configured showing annual periodic adjustment using test year sales volumes and annual period hypothetical actual 
sales volumes. If the decoupling mechanism is applied monthly or quarterly the test year monthly or quarterly sales volumes for 
the corresponding adjustment period would be used. 

Line P shows the periodic adjustment that would be applied to the energy charge. The application of this adjustment to the energy 
charge would be identical to (and transparent to) the method used to apply the ECAC adjustment. 

Line Q is illustrative and shows the resulting effective non-fuel energy charge for the marginal block. Since the adjustment shown 
in line P would be applied to the energy charge generally the integrity of the block structure would be preserved (similar to 
application of the ECAC). 
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Comparison of Resulting Energy Charge Revenues Method #I 
Hawaiian Electric Company - Fixed Margin Based on Marginal Energy Costs 
Source data are from RMIIHECO-IR-20: revised HECO filings in Docket No. 04-01 13 (Revenue at Proposed Rates) 

Customer Class => RIE G J 

Assumptions: 
Ratio of Actual Sales to Test Year Sales I .05 1.05 I .05 
Ratio of Actual Customers to Test Year Customers 1.03 1.03 1.03 

Test Year Revenue Using Existing Charges 
Fuel Charge Revenues 
Non-Fuel Charge Revenues 
Total Energy Charge Revenues 
Production Costs 
Net Revenue (For Fixed Costs) 

Test Year Revenue Using Decoupled Charges 
Fuel Charge Revenues $241,508 $42,318 $225,657 
Non-Fuel Charge Revenues $1 31,888 $1 9,070 $37,933 
Decoupling Energy Charge Adjustment Revenues $0 $0 $0 
Total Energy Charge Revenues $373,396 $61,388 $263,590 
Production Costs $189,183 $33,146 $1 76,164 
Net Revenue (For Fixed Costs) $184,213 $28,242 $87,426 

Actual Revenue Using Traditional Tariff Design 
Fuel Charge Revenues $1 98,642 $34,803 $1 84,972 
Non-Fuel Charge Revenues $193,424 $29,654 $91,797 
Total Energy Charge Revenues $392,066 $64,457 $276,770 
Production Costs $201,258 $35,262 $1 87,447 
Net Revenue (For Fixed Costs) $1 90,807 $29,196 $89,323 

Actual Revenue Using Decoupled Charges 
Fuel Charge Revenues $253,584 $44,434 $236,940 
Non-Fuel Charge Revenues $1 38,482 $20,024 $39,829 
Decoupling Energy Charge Adjustment Revenues -$I ,068 -$I 06 $726 
Total Energy Charge Revenues $390,998 $64,351 $277,496 
Production Costs $201,258 $35,262 $1 87,447 
Net Revenue (For Fixed Costs) $189,739 $29,089 $90,049 

Check 
Test Year Non-Fuel Revenues $184,213 $28,242 $87,426 
Index of Customers Growth Factor 1.03 1.03 1.03 
Test Year Non-Fuel Revs. Times Customer Factor $189,739 $29,089 $90,049 
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Comparison of Resulting Energy Charge Revenues Method #I 
Hawaiian Electric Company - Fixed Margin Based on Marginal Energy Costs 
Source data are from RMIIHECO-IR-20: revised HECO filings in Docket No. 04-01 13 (Revenue at Proposed Rates) 

Customer Class => W E  W E  W E  W E  

Assumptions: 
Ratio of Actual Sales to Test Year Sales 1 1.05 1.05 1 
Ratio of Actual Customers to Test Year Customers 1 1.05 1.03 1.03 

Test Year Revenue Using Existing Charges 
Fuel Charge Revenues 
Non-Fuel Charge Revenues 
Total Energy Charge Revenues 
Production Costs 
Net Revenue (For Fixed Costs) 

Test Year Revenue Using Decoupled Charges 
Fuel Charge Revenues $241,508 $241,508 $241,508 $241,508 
Non-Fuel Charge Revenues $131,888 $131,888 $131,888 $131,888 
Decoupling Energy Charge Adjustment Revenues $0 $0 $0 $0 
Total Energy Charge Revenues $373,396 $373,396 $373,396 $373,396 
Production Costs $189,183 $189,183 $189,183 $189,183 
Net Revenue (For Fixed Costs) $184,213 $184,213 $184,213 $184,213 

Actual Revenue Using Traditional Tariff Design 
Fuel Charge Revenues $189,183 $198,642 $198,642 $189,183 
Non-Fuel Charge Revenues $184,213 $193,424 $193,424 $184,213 
Total Energy Charge Revenues $373,396 $392,066 $392,066 $373,396 
Production Costs $189,183 $201,258 $201,258 $189,183 
Net Revenue (For Fixed Costs) $184,213 $190,807 $190,807 $184,213 

Actual Revenue Using Decoupled Charges 
Fuel Charge Revenues $241,508 $253,584 $253,584 $241,508 
Non-Fuel Charge Revenues $131,888 $138,482 $138,482 $1 31,888 
Decoupling Energy Charge Adjustment Revenues $0 $2,616 -$I ,068 $5,526 
Total Energy Charge Revenues $373,396 $394,682 $390,998 $378,922 
Production Costs $189,183 $201,258 $201,258 $189,183 
Net Revenue (For Fixed Costs) $184,213 $193,424 $189,739 $189,739 

Check 
Test Year Non-Fuel Revenues $184,213 $184,213 $184,213 $184,213 
Index of Customers Growth Factor 1 1.05 1.03 1.03 
Test Year Non-Fuel Revs. Times Customer Factor $184,213 $193,424 $189,739 $189,739 

RIE 



CERTIFICATE OF SERVICE 

I hereby certify that I have on this date served a copy of the foregoing letter and revised 

exhibit and response to information request upon the following parties and participant, by hand 

delivery or by causing a copy hereof to be mailed, postage prepaid, and properly addressed to 

each such party or participant. 

DIVISION OF CONSUMER ADVOCACY 
DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 
P.O. Box 541 
Honolulu, HI 96809 

WILLIAM A. BONNET 
VICE PRESIDENT 
HAWAIIAN ELECTRIC COMPANY, INC. 
HAWAII ELECTRIC LIGHT COMPANY, INC. 
MAUI ELECTRIC COMPANY, LIMITED 
P. 0. Box 2750 
Honolulu, HI 96840-000 1 

DEAN K. MATSUURA 
DIRECTOR, REGULATORY AFFAIRS 
HAWAIIAN ELECTRIC COMPANY, INC. 
P. 0 .  Box 2750 
Honolulu, HI 96840-000 1 

EDWARD REINHARDT 
PRESIDENT 
MAUI ELECTRIC COMPANY, LTD. 
P.O. Box 398 
Kahului, HI 96733-6898 

WARREN LEE 
PRESIDENT 
HAWAII ELECTRIC LIGHT COMPANY, INC 
P.O. Box 1027 
Hilo. HI 9672 1-1 027 

THOMAS W. WILLIAMS, JR. 
PETER Y. KIKUTA 
GOODSILL ANDERSON QUINN & STIFEL 
HAWAIIAN ELECTRIC COMPANY, INC. 
Alii Place, Suite 1800 
Honolulu, HI 96813 



H. A. "DUTCH ACHENBACH 
PRESIDENT AND CEO 
KAUAI ISLAND UTILITY COOPERATIVE 
4463 Pahee Street 
Lihue, HI 96766 

JOSEPH McCAWLEY 
REGULATORY MANAGER 
KAUAI ISLAND UTILITY COOPERATIVE 
4463 Pahee Street 
Lihue, HI 96766-2032 

KENT D. MORIHARA 
ISHIKAWA MORIHARA LAU & FONG 
Davies Pacific Center, Suite 400 
841 Bishop Street 
Honolulu, HI 968 13 

JIM R. YATES 
PRESIDENT 
THE GAS COMPANY 
P.O. Box 3000 
Honolulu, HI 96802 

STEVE P. GOLDEN 
DIRECTOR EXTERNAL AFFAIRS & PLANNING 
THE GAS COMPANY 
P.O. Box 3000 
Honolulu, HI 96802 

DR. KAY DAVOODI 
EFACHES 
1322 Patterson Avenue, S.E. 
Building 33, Floor 3 
Roodcube  33-3002 
Washington, DC 20374 

RANDALL Y. K. YOUNG 
NAVAL FACILITIES ENGINEERING COMMAND PACIFIC 
258 Makalapa Drive, Suite 100 
Pearl Harbor, HI 96860 

RICHARD R. REED 
PRESIDENT 
HAWAII SOLAR ENERGY ASSOCIATION 
C/O INTER-ISLAND SOLAR SUPPLY 
761 Ahua Street 
Honolulu, HI 968 19 



WARREN S. BOLLMEIER I1 
PRESIDENT 
HAWAII RENEWABLE ENERGY ALLIANCE 
46-040 Konane Place, #3 8 16 
Kaneohe, HI 96744 

HENRY Q CURTIS 
VICE PRESIDENT FOR CONSUMER ISSUES 
LIFE OF THE LAND 
76 North King Street, Suite 203 
Honolulu, HI 968 17 

BRIAN T. MOT0 
CINDY Y. YOUNG 
DEPARTMENT OF THE CORPORATlON COUNSEL 
COUNTY OF MAUI 
200 South High Street 
Wailuku, HI 96793 

KAL KOBAYASHI 
ENERGY COORDINATOR 
DEPARTMENT OF MANAGEMENT 
COUNTY OF MAUI 
200 South High Street 
Wailuku, HI 96793 

LAN1 D. H. NAKAZAWA, ESQ. 
LAUREL LOO, ESQ. 
JAMES K. TAGUPA, ESQ. 
OFFICE OF THE COUNTY ATTORNEY 
COUNTY OF KAUAI 
4444 Rice Street, Suite 220 
Lihue, HI 96766-1 300 

E. Kyle Datta 

DATED: August 2 1,2006 


