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KIUC-SOP-IR-1 Ref: CoK's Final SOP, Page 6. 

In its Final SOP, CoK stated: 

In the settlement meeting held on May 11, 2006 previous to 
the filing of the Final Statement of Positions, the participants 
(not including the CA and DOD) agreed that an alternative 
market structure will not apply to KlUC provided that KlUC 
hire a DSM consultant andlor consult with the third party 
DSM administrator (or fund administrator) if and when 
formed. The remaining parties, including KlUC and CoK had 
no objections to this stipulation. 

In connection with the above, the following summarizes KIUC's 
understanding of the consensus reached by the partieslparticipants 
present at the May 11,2006 settlement meeting on four of the five issues 
established for this proceeding as they pertain to KIUC, together with 
some background on each issue: 

Docket Issue No. 2: What market structure(s) is the most appropriate for 
providing these or other DSM programs (e.g., utility-only, utility in 
competition with non-utility providers, non-utility providers)? 

Consensus: As it pertains to KIUC, an electric cooperative essentially 
owned by its customers, there should be no change to the market 
structure by which KlUC currently develops and administers its DSM 
programs, provided that, as recommended by HREA and agreed upon by 
KIUC, KlUC hire a DSM consultant andlor consult with a third party or 
fund administrator if and when appropriate. 

Background: 

e Under the current structure, KIUC, at its discretion, either conducts its 
own DSMIenergy services programs or contracts it out to a third party 
as appropriate. During the meeting, KlUC stated that this structure 
best supports the cooperative model, whereby DSM could be 
integrated with other energy services offerings. 

KlUC also noted that it strives to provide a level of service to its 
members even higher than that allowed or established by the current 
DSM evaluation criteria, and as such, KlUC is currently implementing 
programs that go beyond simple cost effectiveness. Examples given 
were: (1) KIUC's current appliance rebate program, whereby KlUC 
pays a rebate to any member that purchases a qualifying energy 
efficient appliance, and (2) KIUC's current solar rebate and loan 
program whereby KIUC either pays rebates or provides (through third- 



party lending institutions) no-interest loans for the installation of solar 
water heating systems. In both examples, KIUC does not screen for 
cost effectiveness and the programs are funded by the program budget 
approved by KIUC's Board of Directors (who are elected directly by 
KIUC's customer/members to represent their interests). 

KlUC also noted that the direct install DSM programs offered by KlUC 
during the past 7 years have significantly penetrated the residential 
markets. As a result, the current remaining markets may be too small 
to overcome the fixed cost associated with a full-scale DSM-type 
program. KlUC stated that they believe that these small markets can 
best be served with energy efficiency programs that combine DSM 
programs with other energy service programs. 

KlUC also stated that the commercial programs are an integral part of 
its Commercial Enhanced Energy Services offering and Key Accounts 
program, through which solutions to commercial customer's high- 
energy costs are achieved through a mix of DSM-type measures with 
other energy service-type measures, such as power factor correction. 

Docket lssue No. 3: For utility-incurred costs, what cost recovery 
mechanism(s) is appropriate (e.g., base rates, fuel clause, IRP Clause)? 

Consensus: As it pertains to KIUC, KlUC should be able to recover its 
utility-incurred costs from its members and customers via cost recovery 
mechanisms that are deemed most appropriate for KIUC's situation and 
cooperative structure. 

Background: As a not-for-profit, member-owned cooperative for which the 
traditional rate base method of ratemaking is not applicable, KlUC 
anticipates working with the Commission and the Consumer Advocate at 
some point in the future to determine the most appropriate cost recovery 
mechanism that should apply not only to energy efficiency costs, but to all 
of its costs of operation in general. This is a matter that should be decided 
at the time of KIUC's first rate case or deregulation proceeding, and is 
outside of the context of the subject proceeding. 

Docket lssue No. 4: For utility-incurred costs, what types of costs are 
appropriate for recovery? 

Consensus: As it pertains to KIUC, KlUC should be able to recover all of 
its incurred costs associated with energy efficiency programs. 



Backsround: During the meeting, KIUC explained that this cost recovery 
issue seems to involve whether DSM program costs should be recovered 
from the utility's ratepayers or instead paid for by the utility's shareholders. 
KIUC explained that this is not applicable to KIUC (i.e., a not-for-profit, 
member-owned cooperative with the ratepayers and the shareholders 
essentially being one and the same). In the end, it is our understanding 
that all parties present agreed that KIUC should be allowed to recover its 
costs associated with energy efficiency programs. 

As a side note, during the meeting, we also understand that the parties 
considered whether there should be a revenue erosion mechanism and if 
so, what should this mechanism be. For the same reasons as Docket 
lssue No. 3, it is our understanding that the parties present agreed that 
this issue does not apply to a not-for-profit, member-owned cooperative 
such as KIUC. 

Docket lssue No. 5: Whether DSM incentive mechanisms are appropriate 
to encourage the implementation of DSM programs, and, if so, what is the 
appropriate mechanism(s) for such DSM incentives? 

Consensus: As it pertains to KIUC, the use of financial incentives to 
facilitate the pursuit of DSM programs are not applicable to KIUC. KIUC's 
ratepayers and shareholders are essentially one and the same, and as 
such, any financial incentive charged to the ratepayers to benefit the 
shareholders is essentially a charge that will be returned to the ratepayers 
(aka shareholders). 

In addition, with respect to Docket lssue No. 1 (Whether energy efficiency 
goals should be established and if so, what the goals should be for the 
State), it is also KIUC's understanding that, during prior discussions 
amongst the parties, an agreement was also reached that energy 
efficiency goals should not be established, as it pertains specifically to 
KIUC. 

Please confirm whether KIUC's understanding of the above consensus is 
correct, as they apply to KIUC. If not, please explain why KIUC's 
understanding is incorrect. 



Response: The COK concurs with KIUC's general understanding of the above 
consensus with the following clarifications: 

1. This response reflects the COK's opinion and is not intended, in 
any way, to reflect the opinions of the other parties. 

2. For Docket Issue #4, the COK clarifies that its understanding is that 
utility-incurred costs eligible for cost recovery are those associated 
with KIUC's DSM program (IRP-related), not those associated with 
a purely customer service-oriented program. 

Sponsor: Glenn Sato 

DATED: Lihu'e, Kaua'i, Hawai'i, July 11, 2006. 

LAN1 D. H. NAKAZAWA 
CHRlSTlANE L. NAKEA-TRESLER 
JAMES K. TAGUPA * 

Attorneys for the County of Kaua'i 



CERTIFICATE OF SERVICE 

I hereby certify that I have this date served copies of the foregoing COUNTY OF 

KAUA'I'S RESPONSES TO INFORMATION REQUESTS OF KAUA'I ISLAND 

UTILITY COOPERATIVE in Docket No. 05-0069 upon the following parties, by 

causing copies hereof to be mailed, postage prepaid, and properly addressed to each 

such party, as noted below: 

John E. Cole, Executive Director 
Division of Consumer Advocacy 
Department of Commerce and Consumer Affairs 
P. 0. Box 541 
Honolulu, HI 96809 

William A. Bonnet 
Vice President - Government and Community Affairs 
Hawaiian Electric Company, Inc. 
P. 0. Box 2750 
Honolulu, HI 96840-0001 

Dean Matsuura 
Director - Regulatory Affairs 
Hawaiian Electric Company, Inc. 
P. 0. Box 2750 
Honolulu, HI 96840-0001 

Edward Reinhardt, President 
Maui Electric Company, Ltd. 
P.O. Box 398 
Kahului, HI 96733-6898 

Warren Lee, President 
Hawai'i Electric Light Company, Inc. 
P.O. Box 1027 
Hilo, HI 96721-1 027 



Thomas W. Williams, Jr., Esq. 
Peter Y. Kikuta, Esq. 
Goodsill Anderson Quinn & Stifel 
Ali'i Place, Suite 1800 
1099 Alakea Street 
Honolulu, HI 96813 

Counsel for HECO, HELCO, and MECO 

H.A. Dutch Achenbach 
President and CEO 
Kaua'i Island Utility Cooperative 
4463 Pahe'e Street 
L'ihu'e, HI 96766-2032 

Joseph McCawley 
Regulatory Manager 
Kaua'i Island Utility Cooperative 
4463 Pahe'e Street 
L'ihu'e, HI 96766-2032 

Kent D. Morihara, Esq. 
Morihara Lau & Fong LLP 
841 Bishop Street, Suite 400 
Honolulu, HI 9681 3 

Counsel for KIUC 

Jim R. Yates 
President 
The Gas Company 
P.O. Box 3000 
Honolulu, HI 96802 

Steven P. Golden 
Director External Affairs & Planning 
The Gas Company 
P.O. Box 3000 
Honolulu, Hawai'i 96802 



Dr. Kay Davoodi 
EFACHES 
1322 Patterson Avenue, S.E. 
Building 33, Floor 3 
RoomICu be 33-3002 
Washington, DC 20374 

E. Kyle Datta 
Rocky Mountain Institute 
P. 0. Box 390303 
Keauhou, HI 96739 

Carl Freedman 
Ha'ikii Design & Analysis 
4234 Hana Highway 
Ha6ik0, HI 96708 

Consultant to Rocky Mountain Institute 

Henry Q. Curtis 
Vice President for Consumer Issues 
Life of the land 
75 North King Street, Suite 203 
Honolulu, HI 96817 

Richard R. Reed, President 
Hawai'i Solar Energy Association 
c/o Inter-Island Solar Supply 
761 Ahua Street 
Honolulu, HI 96819 

Warren S. Bollmeier, II 
President 
Hawai'i Renewable Energy Alliance 
46-040 Konane Place, #3816 
Kaneohe, HI 96744 

Randall Y. K. Young, Esq. 
Naval Facilities Engineering Command Pacific 
258 Makalapa Drive, Suite 100 
Pearl Harbor, HI 96860-31 34 

Counsel for Department of the Navy 



Cindy Y. Young, Esq. 
Department of the Corporation Counsel 
County of Maui 
200 South High Street 
Wailuku, HI 96793 

Counsel for the County of Maui 

Kal Kobayashi 
Energy Coordinator 
Department of Management 
County of Maui 
200 South High Street 
Wailuku, HI 96793 

Glenn Sato, Energy Coordinator 
c/o Office of the County Attorney 
County of Kaua'i 
4444 Rice Street, Suite 220 
LThu' e, HI 96766 

DATED: LThu'e, Kaua'i, Hawai'i, July 11, 2006. 

CHRISTIANE L. NAKEA-TRESLER 
JAMES K. TAGUPA 

Attorneys for the County of Kaua'i 


