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HAWAIIAN ELECTRIC COMPANY, INC. 
Docket No. 05-0069 

Department of Defense's Response to the 
Julv 26,2006 Final Analvsis of the Environmental Protection Anencv 

Pursuant to the direction of the Commission, the Department of Defense (DOD) hereby 

provides its comments on the July 26, 2006 submission of the Environmental Protection Agency 

(EPA) . 

For the most part, the EPA's report (Report) summarizes positions taken by other parties 

and makes observations about its knowledge of andlor experience in other states with respect 

to the issues being addressed in this docket. 

In a couple of instances, the comments in the Report about DOD's positions leave the 

issues unclear or appear to have misunderstood/misinterpreted DOD's positions. It is for the 

sole purpose of clarifying these comments that DOD submits its response at this time. 

At page 30, in the first full paragraph, the Report refers to DOD's position in opposition to 

decoupling. It observes DOD pointed out that, among other things, decoupling effectively shifts 

sales variation risks from the utility to the customers. The risks shifted include weather, 

economic cycles, adoption of new efficiency standards, and anything else that affects sales. 

After accurately noting DOD's statement about the shifting of risks, the Report then says "the 

counterargument is that weather and business cycles also may swing the other direction and 

provide ratepayers with a benefit." The fact that in some instances the end result might be 

beneficial to the customer is beside the point, and is really not a counter-argument to DOD's 

position concerning risk shifting, or to DOD's position in opposition to decoupling. Risk shifting 



is just that - the risk of variations in sales, whether they are positive or negative, is shifted from 

the utility to the customers. 

Incentive Mechanisms 

At page 31, the Report characterizes DOD's position as favoring the "stick without the 

"carrot" approach. This is a curious characterization, because it seems to equate the "stick with 

the expectation that a utility will perform up to its public service obligation by installing the right 

amounts and kinds of resources (demand-side or supply-side) that produce the best outcome 

for consumers. DOD's position is that utilities should be expected to do a good job both with 

respect to demand-side resources and supply-side resources, and DOD sees no reason to 

single out demand-side resources from the rest of a utility's operations in order to create a 

special reward. 

This comment is doubly curious because the very next sentence states: 

"However, DOD suggests that overall quality and performance of DSM 
management should be taken into account when operations are reviewed 
during a general rate case. If DSM program performance has been 
exemplary, the DOD states, then the Commission may take this into 
account when deciding rate of return." 

DOD would point out, however, that it did not restrict the ability to reward superior 

performance just to DSM programs. As noted in the "Shareholder Incentives" section of DOD's 

Final Statement of Position, the Commission may take into account all factors in all aspects of a 

utility's operations in making these decisions, rather than focusing upon one particular factor to 

the exclusion of performance in other areas. 



Conclusion 

DOD appreciates the opportunity to provide these limited clarifying comments on the 

EPA's July 26,2006 Report. 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this date served one copy of the foregoing DEPARTMENT OF 

DEFENSE'S RESPONSE TO THE JULY 26,2006 FINAL ANALYSIS OF THE 

ENVIRONMENTAL PROTECTION AGENCY 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: 

Executive Director 13 Copies 
Division of Consumer Advocacy 
Department of Commerce and Consumer Affairs 
P.O. Box 541 
Honolulu, HI 96809 

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

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

Warren Lee, President 
Hawaii Electric Light Company, Inc. 
P. 0. Box 1027 
Hilo, HI 96721-1027 

Dean K. Matsuura 
Director, Regulatory Affairs 
Hawaiian Electric Company, Inc. 
P.O. Box 2750 
Honolulu, Hawaii 96840-0001 

Thomas W. Williams, Jr., Esq. 
Peter Y. Kikuta, Esq. 
Goodsill Anderson Quinn & Stifel 
Alii Place, Suite 1800 
1099 Alakea Street 
Honolulu, Hawaii 9681 3 



H. A. Dutch Achenbach 
President and CEO 
Kauai Island Utility Cooperative 
4463 Pahee Street 
Lihue HI 96766-2032 

Joseph McCawley 
Regulatory Manager 
Kauai Island Utility Cooperative 
4463 Pahee Street 
Lihue, HI 96766-2032 

Kent D. Morihara 
Morihara Lau & Fong LLP 
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 

Steven P. Golden 
Director External Affairs & Planning 
The Gas Company 
P.O. Box 3000 
Honolulu HI 96802 

E. Kyle Datta 
Managing Director 
Rocky Mountain Institute 
P.O. Box 390303 
Keauhou, HI 96739 

Carl Freedman 
Haiku Design & Analysis 
4234 Hana Highway 
Haiku HI 96708 

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



Mr. Richard R. Reed 
President 
Hawaii Solar Energy Association 
c/o Inter-Island Solar Supply 
761 Ahua Street 
Honolulu, HI 9681 9 

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

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

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 Kauai 
4444 Rice Street, Suite 220 
Lihue HI 96766 

Lani D.H. Nakazawa, Esq. 
Office of the County Attorney 
County of Kauai 
4444 Rice Street, Suite 220 
Lihue HI 96766 
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