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Dear Senate President Kouchi and House Speaker Saiki:

The Public Utilities Commission ("Commission") respectfully submits this report in accordance
with Hawaii Revised Statutes ("HRS") § 269-16(d).

The Parties in this 2020 test year rate case proceeding are Hawaiian Electric Company, Inc.
("Hawaiian Electric’) and the Department of Commerce and Consumer Affairs, Division of
Consumer Advocacy ("Consumer Advocate"), an ex officio party, pursuant to HRS § 269-51 and
Hawaii Administrative Rules § 16-601-62(a),

The Participant to this proceeding is the Department of Defense.

With respect to Hawaiian Electric’s completed rate case application filed with the Commission,
HRS § 269-16(d) states in part:

(d) The commission shall make every effort to complete its
deliberations and issue its decision as expeditiously as possible and before
nine months from the date the public utility filed its completed application;
provided that in carrying out this mandate, the commission shall require all
parties to a proceeding to comply strictly with procedural time schedules
that it establishes. If a decision is rendered after the nine-month period.,
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the commission shali report in writing the reasons therefor to the legislature
within thirty days after rendering the decision.

Notwithstanding subsection (¢), if the commission has not issued its
final decision on a public utility's rate application within the nine-month
period stated in this section, the commission, within one month after the
expiration of the nine-month period, shall render an interim decision
allowing the increase in rates, fares and charges, if any, to which the
commission, based on the evidentiary record before it, believes the public
utility is probably entitled. The commission may postpone its interim
rate decision for thirty days if the commission considers the evidentiary
hearings incomplete . . . .

The nine-month period in this subsection shall begin only after a
completed application has been filed with the commission and a copy
served on the consumer advocate . . . .

HRS § 269-16(d) (emphasis added).

Based on the completed application filing date of August 21, 2019, the nine-month deadline for
the Commission to issue its decision and order was May 21, 2020, pursuant to HRS § 269-16(d).

Nonetheless:

1.

On December 30, 2019, the Parties submitted a stipulated procedural order which
proposed an interim decision and order by July 21, 2020."

On March 30, 2020, and May 15, 2020, the Consumer Advocate submitted motions
seeking to extend the procedural deadlines by which to submit its
Direct Testimonies, Exhibits, and Workpapers.

As a result of the Consumer Advocate’s motions, as of May 21, 2020,
the following pre-evidentiary hearing procedural matters were still pending:
(A) the Consumer Advocate’'s Direct Testimonies, Exhibits, and Workpapers,
indefinitely suspended, pending settlement negotiations; (B) Hawaiian Electric’s
information requests to the Consumer Advocate and Participant, due by
May 27, 2020; (C) the Consumer Advocate’s and Participant’ responses, due by
June 12, 2020; (D) the Parties’ and Participant’s statement of position on the
independent management audit of Hawaiian Electric, due by June 17, 2020;
(E) the Parties' settlement agreement, if any, due by May 27, 2020; (F) the Parties’

'See Stipulated Procedural Order, filed December 30, 2019; and Procedural Order No.
36964, filed January 24, 2020 (“Order No. 36964").
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Statements or Joint Statement of Probable Entitlement, due by June 3, 2020;
(G) Hawaiian Electric's Rebuttal Testimonies, Exhibits, and Workpapers, due by
August 3, 2020; (H) the Consumer Advocate’s and Participant's Rebuttal
Information Requests, due by August 20, 2020; (I) Hawaiian Electric’s responses,
due by September 4, 2020; (J) a Prehearing Conference, scheduled for the week
of October 19, 2020; and the evidentiary hearing, scheduled for the week of
October 26, 2020.2

On May 27, 2020, the Parties filed their Joint Stipulated Letter, six days after
May 21, 2020. In their Joint Stipulated Settlement Letter, the Parties agreed to a
“no rate increase,” and further agreed that “[s]ince, based on this settlement
agreement, [Hawaiian Electric] is not seeking interim rate relief, the Parties request
that the Commission to approve this settlement agreement in the form of a final
decision and order that results in the proposed conclusion to Hawaiian Electric’s
2020 test year rate case.”

Under these specific circumstances, Hawaiian Electric: (A) waived the
Commission's issuance of its decision and order by May 21, 2020;
and (B) voluntarily waived its right to an interim decision and order and requested
a final decision and order based on its agreement with the Consumer Advocate to
resolve Hawaiian Electric’'s 2020 test year rate case by stipulating to a
“no rate” increase.

On October 22, 2020, the Commission issued Decision an Order 37387,
which acted as the final decision and order in this proceeding, a copy of which is
enclosed for your information.

(Note: In the event the Commission timely issues an interim decision and order,
there is no deadline for the Commission fo issue its final decision and order.
See HRS § 269-16.)

In summary: (1) Hawaiian Electric waived the issuance of a decision and
order by May 21, 2020; (2) on May 27, 2020, the Parties submitted a settlement letter
which resolved all issues in the rate case by agreeing to a “no rate increase”;
and (3) on October 22, 2020, the Commission issued Decision and Order No. 37387.

2“Division of Consumer Advocacy’s Motion for Enlargement of Time,” filed May 15, 2020,

at 2-3; and Order No. 37145, “Granting, in Part, the Consumer Advocate’s Motion for Enlargement
of Time and Modifying the Procedural Schedule,” filed May 21, 2020.

*Parties’ Joint Stipulated Settlement Letter, filed May 27, 2020, Exhibit 1 at 4.
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Thank you for the opportunity to submit this report. Should you have any procedural questions
regarding this matter, please contact me or Mark Kaetsu, Commission Counsel, at 586-2020.

Sincerely,
%ames P. Griffin'

Chair

JPG:ijk

Enclosure

¢. Dean K. Matsuura, Hawaii Electric Light, Inc. (w/o enclosure)
dean.matsuura@hawaiianelectric.com
Dean Nishina, Division of Consumer Advocacy (w/o enclosure)
dnishina@dcca.hawaii.gov
James J. Schubert, counsel for the Department of Defense (w/o enclosure)
james.j.schubert@navy.mil
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BEFORE THE PUEBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAIT

In the Matter of the Application of

HAWATITIAN ELECTRIC COMPANY, INC. DOCKET NO. 2019-0085

For Approval of a General Rate DECISION AND ORDER NG. 37387
Increase and Revised Rate Schedules
and Rules.

)
)
)
)
)
)
)
)

DECISION AND ORDER

By this Decision and ©Order,! the Public Utilities
Commission (“Commission”), approves, 1n part, the Parties’ Joint

Stipulated Settlement Letter, filed May 27, 2020,¢ as described

1The Parties to this docket are HAWAITIAN ELECTRIC COMPANY,
INC (M™Hawaiian Electric” or the “Company”™) and the DIVISION OF
CONSUMER ADVOCACY (“Consumer Advocate”), an ex officio party to
this proceeding, pursuant tTo Hawaii Revised Statutes (“HRS”)
5 269-51 and Hawaii Administrative Rules § 16-601-62(a).

In addition, the Commission Jgranted participant status to
LIFE OF THE LAND {(“LOL”) and the DEPARTMENT OF DEFENSE (“DCD").
See Order No. 36906, “ (1) Granting Life of the Land’s Motion to
Participate; (2) Denying the Department of Defense’s Motion to
Intervene and Become a Party; (3) Granting the Department of
Defense Participation in Lieu of Intervention; and (4) Instructing
the Parties to Submit a Proposed Procedural Order,” filed
December 19, 2019 (YOrder No. 369067).

Subsequently, LOL withdrew from this proceeding. See Order
No. 37022, Y“YGranting Life of the Land’s Motion to Withdraw,”
filed March 3, 2020.

2Joint Letter From: J. Vicla and Consumer Advocate To:
Commission Re: Docket MNo. 2019-0085 - Hawailian Electric 2020 Test



herein. As a result, Hawaiian Electric’s final rates shall remain
at current effective rates, such that there 1s a zero increase 1in
base rates. However, the Commission clarifies that 1t retains
full discretion as to the scope, nature, and treatment of
Hawaiian FRlectric’s savings commitment resulting from the
Management Audit, which will be addressed in the Performance-Based
Regulation proceeding, Docket No. 2018-0088, notwithstanding any
provisions in the Settlement Letter that would otherwise specify
conditions or limit the Commission’s discreticn on this matter.
In all other respects, The Settlement Letter 1is approved.
Hawalilan Electric shall submit revised tariff sheets
consistent with the terms of the Settlement Letter as approved by

this Decision and Order for the Commission’s review and approval.

BACKGROUND

Hawaiian Fklectric 1is a Hawaii corporation and an

operating public utility engaged in the production, purchase,

Year Rate Case; Parties’ Joint Stipulated Settlement Letter,
filed May 27, 2020 (Y“Settlement Letter”).
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transmission, distribution, and sale of electricity on the island

of Oahu.3

Al

Hawaiian Flectric’s Application

On  August 21, 201%, Hawaliian Electric filed 1ts
Application seeking the Commission’s approval of an increase in
revenues of 377,554,000 (approximately 4.12%) over revenuss at
current effective rates based on a revenuse reguirement of
31,960,400, 000 for a normalized 2020 test vear.*
Hawallan Electric’s requested increase 1s pbased on fuel prices 1in
2018 and a 7.97% rate of return, which incorporates a rate of
return on common equity of 10.50% on an average rate base of
$2,476,801,000 for the 2020 test year.®

In its Application, Hawallan Electric stated:

Hawaiian Electric has filed this reguest for a general
rate increase based on 2020 test year costs relating to,
among other things, operating and maintaining the
Company’s existing utility infrastructure, transforming
the Company’s business and supporting achievement of the
State’s clean energy objectlives, adding the new

facilities necessary Lo meet the Company’s obligation to
provide secure and relliable service to customers,

MApplication of Hawailian Electric Company, Inc.:
Verification; and Certificate of Service, filed August 21, 2019
(“Application”), at Z20.

ibpplication at 1.

SApplication at 1-2.
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providing expanded and diversified customer energy
optlions, I1mproving customer service, and The need to
attract and retain the work force necessary to achleve
the foregoing.?®
In support ol its requested rate increase,
Hawaiian Electric referenced the rapid changes occurring in the
electric utility business, including the aggressive expansion of
renewable generation and related grid services.’ Hawaiian Electric
pointed to the legislatively mandated Renewable Portfolio Standard
(“RPS”) goals it must &achieve, 1its recent grid modernization
efforts, efforts to integrate more Distributed Energy Resources
(“DER”), and support for the electrification of Transportation
(“EOT") .8 Hawailian Electric stated that the requested rate
increase “will enable the Company to make the necessary investments
to continue to maintain and modernize its electrical
infrastructure, provide safe, responsive and reliable customer

service and support the integration of higher levels of renewable

energy on O ahu to satisfy the applicable State goals.”?

fApplication at 28.
"See Application at 2.
fgee Application at 2-5.

PApplication at 7.
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In addition to an increase in revenues,
Hawallan Electric also requested that tThe Commlisslon approve
the following:

(A) Modifications to Hawaiian Electric’s Energy Cost

Recovery Clause (“ECRC”) Tariff. Hawaiian Electric proposed to

modify 1ts ECRC Tariff by: (1) revising the target heat rate Ifor
low sulfur fuel oil (YLSFO”) to reflect 2020 test year production
simulations; (2) widening the heat rate deadband for LSFO;
(3) modifying the annual adjustment to the LSFO target heat rate
to be bil-directiocnal; and (4) modifying the non-adjustable
component to reflect 2020 test year fusl handling expense.if

(B) Modifications to Hawaiian FElectric’s Revenue

Balancing Account (“RBA”) Provision Tariff. Hawaiian Electric

proposed to modify its RBA Provision Tariff “such that the monthly
allocation factors applicable to Target revenue are pbased on the
number of days in the month, and to modify the RBA rate adjustment
such that it is applied as a non-bypassable percentage of
base revenues.”1l

(C) Accounting Changes. Hawallan Electric proposed

changing 1ts presentation of Contributions 1in Aid of Construction

0rpplication at 17.

Upapplication at 18,

20195-0085 5



(“"CIAC”) to align with the Federal Energy Regulatory Commissions
Uniform System of Accounts, whereby “CIAC assoclated with projects
in [Constructicon Work in Progress (“CWIP”)] would be excluded from
rate base, as CIAC is netted in CWIP, and CWIP is excluded from
rate base.”12 However, “[b]Joth the costs in CWIP and the asscciated
CIAC will be included in rate base when Tthe projects they relate
to are considered plant in service.”1s Hawaiian Electric also
proposed including the balance of developer advances as a reduction
to 2020 test vyear rate base.l

(D) Other Tarliff Changes. Hawaiian Electric also

proposed changes to the following tariffs:

e Rule No. 6 {Deposits) - among other things,
reducing the interest rate on customer deposits from
6% per annum to 2% per annum and increasing the
minimum customer deposit threshold to $50.00.

¢ Rule MNo. 7 (Discontinuance and Restoration of Service)
— 1ncreasing the service establishment charge and
reconnection-restoration fee from $20.00 to $30.00

and increasing the charge for same day service or for

Phpplication at 18.
Lhpplication at 18.

lippplication at 19,

20195-0085 S



service outside of normal business hours from 3$25.00

to $40.00.

e Rule Nos. 22 (Customer Self-Supplyv), 24 (Customer Grid
Supply Plus), 25 (Smart Export Program), and 27
(Net Energy Metering Plus) - among other things,
assessing an application charge for each eligible
customer submitting an application for service
electronically wvia the Company’s online Customer
Interconnection Tool.

¢ Rule Nos. 23 {Customer Grid Supply) ., 24,
and 25 - among other things, revising the minimum
charge to be same as the minimum charge for customer

Schedules R and G.1°

B.

Public Hearing

On  November 14, 2019, the Commission held a public
hearing on Hawazalilian Electric’s Application at the Commission’s
main office in Honolulu, pursuant to HRSE %% 269-12 and -16.
Representatives from Hawallan Electric and the Consumer Advocate

testified at the public hearing, as did several members of the

opplication at 24-25.
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public. In general, members of the public who testified expressed
concerns with, or opposition to, Hawalian Electric’s proposed

rate increase.

C.

Relevant Procedural History

On  August 21, 2019, Hawaiian Electric filed 1t=
Application, along with its Direct Testimonies, Exhibits,
and Workpapers.

On  September 23, 2019, the Commission 1ssued Order
No. 36536 which, in pertinent part, certified Hawallan Electric’s
Application as complete and notified the Parties that the
Commission had ordered a management audit of Hawailian Electric.lé®
In particular, the Commission observed that:

[T]he management audit will seek to deliver a number of

tangible outcomes, such as ldentifving speclfic
opportunities for improvement in governance,
executive leadership, management, operations planning,
and improving overall business performance.

The management audit will also develop recommendations
and action plans for implementing any identified changes
necessary to achieve performance improvements.l?

l8order No. 36836, “Regarding Completed Application and Other
ITnitial Matters,” filed September 23, 2019 (“Order No. 365367),
at 11.

70rder No. 36536 at 12.

20195-0085 g8



The Commission anticipated that the management audit
would be completed in May 2020.,18 Furthermore, Tthe Commission
stated that “[I]ocllowing The filing of the final audit report,
the [Clomission intends to make any necessary adjustments to the
procedural schedule to zllow the Parties an opportunity to address
the findings and recommendations of the final audit report.”is

On January 24, 2020, the Commission i1ssued Procedural
Order No. 36964, which, in pertinent part, established a statement
of issues and a procedural schedule to govern this proceeding.?0

Pursuant tTo tThe procedural schedule established in
Procedural Order HNo. 36964, the Consumer Advocate and DOD
issued information requests (“IRs") to Hawaiian Flectric
through March 2, 2020, to which Hawaiian Rlectric responded
by March 17, 2020. The Commission also issued IRs to
Hawallan Electric during this time, as well as beyond
this designated period.

On March 20, 2020, the Consumer Advocate =submitted a

letter request to the Commission seeking to extend the deadline by

180rder No. 36536 at 13.
30rder No. 36536 at 13-14 (footnote omitted).

W0Procedural Order No. 36964, filed January 24, 2020
{(“Procedural Order No. 369647) at 4-5 and &-7.

20195-0085 )



which the Consumer Advocate could issue IRs to Hawaiian Electric.??
Specifically, The Consumer Advocate malntalined that the pace of
Hawallan Electric’s responses To some of the Consumer Advocate’s
TRs had affected the Consumer Advocate’s ability to conduct
follow-up discovery necessary to develop its position.?? As a
result, the Consumer Advocate 1indicated that it would not be
submitting its Direct Testimonies, Exhibits, and Workpapers on
March 30, 2020, as provided in the procedural schedule, but would
be seeking to modify the procedural schedule.?3

On March 25, 2020, Hawallian Electric filed a letter
responding to the Consumer Advocate’s IR Letter, 24
Hawaiian Klectric stated that it had done its best to respond to
the Consumer Advocate’s IRs, but noted that a number of the IRs
required extensive and detailed analysis and data collection,

and That the number of coutstanding IRs noted by the

Aletter From: Consumer Advocate To: Commission Re:
Docket No. Z2019-0085 — In the Matter of the Application of Hawallan
FElectric Company, Inc. for Approval of a General Rate Increase and
Revised Rate Schedules and Rules, filed March 20, 2020
(“WCA IR Letter”™).

285¢ce CA IR Letter at 1-2.

23CA IR Letter at 2.

4l etter From: D. Matsuura To: Commission Re:
DockeT No. Z2019-0085 — Hawalian Electric 2020 Test Year Rate Case:
Consumer Advocate’s March 20, 2020 Letter (“Company IR
Response Letter”).
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Consumer Advocate were a “small fraction” of the total number of
IRs.2% Nonetheless, Hawallan Electric stated that it did not object
Lo a reasonable extenslon for the Consumer Advocate to file 1ts
Direct Testimonies, kExhibits, and Workpapers and affirmed that it
would honor its informal zagreement with the Consumer Advocate to
respond to some additicnal limited IRs directly following up on
responses to IRs that were due before March 2, 2020.26

Pursuant to this informal agreement, the
Consumer Advocate continued to submit IRs to Hawailian Electric.

On March 30, 2020, the DOD filed i1its Direct Testimonies,
Exhibits, and Workpapers, consistent with Procedural Order
No. 36964.

Also on March 30, 2020, the Consumer Advocate filed a
motion seeking an enlargement of time to file its
Direct Testimonies, Exhibits, and Workpapers.?? In its Motion,
the Consumer Advocate referred to its March 20, 2020 IR Letter and
stated that “the discovery issues detailed in the
Consumer Advocate’s letter to the Commission have not vyet been

resolved, . . . . [and] tThe Consumer Advocate anticipates filing

BCompany IR Response Letter at 1-2.
Z8Company IR Response Letter at 3.

2™Divigion of Consumer Advocacy’s Motion for Enlargement of
Time,” filed March 30, 2020 (“CA Motion”™).
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follow up discovery on recently filed responses consistent with
the original expected benefits associated with *rolling IRs. 7728
Due to the unresolved nature of the discovery dispute between the
Parties, the Consumer Advocate stated that it would “file proposed
modifications to all of the due dates for the remaining steps in
the procedural schedule” at a later date and indicated that 1t
would continue to work with Hawalian Electric to address
these igsues.?®

On April 6, 2020, Hawaiian Electric filed an opposition
to the Consumer Advocate’s Motion.39 In 1ts Opposition,
Hawallan Electric objected To the Consumer Advocate’s requested
“unspecified enlargement of time” to file its Direct Testimony,
which also Yappears to indirectly reguest an extension of the
discovery period.”3l While Hawaiian Electric acknowledged that,
pursuant to 1ts informal agreement with the Consumer Advocate,
“"limited additional time” should be provided to the

Consumer Advocate to incorporate the Company’s IR responses in 1ts

28CA Moticn at 2.
25CA Moticon at 2.

ONHawalian Electric Company, Inc.’s Memorandum in Opposition
to Division of Consumer Advocacy’s Motion for Enlargement of Time;
and Certificate of Service,” filed April o, 2020
(“Company Opposition”).

HZompany Opposition at 1.
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Direct Testimony, 1t was opposed to “any extension of the discovery
deadlines. 3 Notwlithstanding this objection, Hawaliian Electric
stated that 1t “[would] be working with the Consumer Advocate to
file a proposed amended procedural schedule[.]”33

On April 17, 2020, the Commission issued Order No. 37078,
which partially granted the Consumer Advocate’s Motion and
extended the deadline for the Consumer Advocate to Ifile 1ts
Direct Testimonies, Exhibits, and Workpapers to May 15, 2020.34
The Commission modified the remaining deadlines in the procedural
schedule as well, from those that were initlally set in Procedural
Order No. 36964. In so dolng, the Commission also 1ncorporated
additional procedural steps to allow the Parties and Participant
to submit statements of position on the independent management
audit for Hawaiian Electric3 (at the time, the Commission had
recelved word from the Iindependent auditor, Munro Tulloch, Inc.,
that the management audit was expected tTo be finalized by

mid-Mavy) .3

FECompany Opposition at 1-2.
SBCompany Opposition at 8.

MOrder No. 37078, “Granting, in Part, tLhe Consumer Advocate’s
Motion for Enlargement of Time and Modifying The Procedural
Schedule,” filed April 17, 2020 (™Order No. 370787).

3¥gee Order No. 37078 at 11-15.

FSee Order No. 37078 at 12.
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On May 13, 2020, the management audit final report was
filed in this docket by the Commission.3’

On May 15, 2020, agaln in lieu of its Direct Testimoniles,
FExhibits, and Workpapers, the Consumer Advocate filed a second
motion for enlargement of time.3® In its Second Motion,
the Consumer Advocate referenced the early 1nitiation of
settlement discussions with Hawaiian Electric and submitted that
modifying the remaining procedural deadlines to accommodate these
ongoing settlement negotiations “may result in the 2limination of
many procedural steps and allow the Commlisslion and partles To more
efficiently use thelr resourcesg.”3® In 1its Second Motion,
the Consumer Advocate represented that Hawaiian Electric did not
oppose this reguest.4C

On May 21, 2020, the Commission issued Order No. 37145,
which granted, 1in part, the Consumer Advocate’s Second Motion by

suspending the deadline for the Consumer Advocate to submit its

F™Management Audit of the Hawaiian Electric Company (HECO);
Final Report; Docket No. 2019-0085,” filed May 13, 2020, including
Appendices 1-3 (Appendices 2-3 were filed on May 14, 2020;
collectively, the Final Report and related appendices are referred
to as the “Management Audit”).

¥2Divigion of Consumer Advocacy’s Motion for Enlargement of
Time,” filed May 1h, 2020 (“CA Second Motion”).

3CA Second Motion at 2.

10CA Second Motion at 3.
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Direct Testimonies, kExhibits, and Workpapers and accelerating the
deadlines for the Parties’ tTo submit a proposed Joint Settlement
Letter and Statements of Probable Entitlement.4! In so doing,
the Commission again modified the procedural schedule that had
recently been modified by Order No. 37078.

Oon May 27, 2020, the Parties filed the Settlement Letter,
consistent with the modified deadlines established in
Order No. 37145. In relevant part, the Settlement Letter stated
that the Parties had reached a glcobal settlement agreement under
which there would be no base rate increase, specifically:

that is, there will be no increase 1in electric
revenues recovered through customer rate schedules over
the revenues established in the 2017 test vyear rate case,
and no changes to the rates in those customer rate
schedules for the 2020 test year; there will be no shift
in cost recovery from surcharges (Rate Adjustment
Mechanism (“RAM”) Revenue Adjustment, Major Projects
Interim Recovery (“MPIR™), Renewable Energy
Infrastructure Program Cost Recovery Provision (YREIP”},
Demand Side ManagementT Adjustment (YDSM”) ) Lo revenues
that are recovered from customer rate schedules until
completed or until the remaining balances are moved to
recovery through customer rate schedules in a future
rate case or general rate setting proceeding.?®

The Parties also clarified that “[d]ue to the high-level

nature of this global settlement, the Parties will not be

10Order No. 37145, “Granting, in Part, the Consumer Advocate’s
Motion for Enlargement of Time and Modifying the Procedural
Schedule,” filed May 21, 2020 (“Order No. 371457).

LSettlement Letter at 1.
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submitting a statement of probable entitlement and a results of
operations.”*? Further, the Parties submitted:

Approval of the [Settlement Letter] would render many of
the remzining procedural steps unnecessary, except for
those procedural steps associated with Company Rebuttal
Testimonies, the management audit and a finzal decision
and order for this proceeding approving this [Settlement

Letter]. However, The Company shall also be provided an
copportunity to respond by July 1, 2020 to Parties’ and
Participant’s Statements of Position on the

Management Audit.??

Finally, the Parties submitted that as Hawaiian Electric
“is not seeking interim rate relief, the Parties request the
Commission To approve this [Settlement Letter] in the form of a
final decision and order that results in the proposed conclusion
to Hawaiilan Electric’s 2020 test year rate case.”?5

On June 3, 2020, consistent with the modified deadline
in Order No. 37145, Hawaiian Electric submitted a letter
reiterating that 1in 1light of the Parties’ Settlement Letter,

it would not be submitting a Statement of Probable Entitlement or

a results of operations.?%

135ettlement Letter, Exhibit 1 at 4.

45Settlement Letter at 3-4.

55ettlement Letter, Exhibit 1 at 4.

i Letter From: D. Matsuura To: Commission Re: Docket
No. 2019-0085 - Hawallan Electric 2020 Test Year Rate Case;

Hawaiian Electric Statement of Probable Entitlement, filed
June 3, 2020,
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On June 12, 2020, the Commission issued Order No. 37173,
which modified tThe remaining procedural steps to incorporate the
proposed schedule changes suggested in the Settlement Letter.?’
Specifically, the Commission maintained the procedural deadlines
for the Parties and Participant to submit statements of position
on the Management Audit and modified the procedural deadlines for
Hawaiian Electric to submit rebuttal testimony and for the issuance
and response to Participant’s rebuttal IRs to Hawalian Electric.98
Order No. 37173 also added an opportunity for Hawaiian Electric to
submit a reply to the Consumer Advocate’s and DOD’s statements of
position on  the Management Audit.?? However, 1n doing so,
the Commission accelerated the procedural deadline for Hawaiian
Electric’s Rebuttal Testimonies, Exhibits, and Workpapers,
noting that as the Consumer Advocate did not submit
Direct Testimonies, Exhibits, and Workpapers, the scope of
Hawaiian FElectric’s rebuttal had bkeen narrowed to the DOD’s

Direct Testimonies, Exhibits, and Workpapers.>S©

Torder No. 37173, “Modifyving the Procedural Schedule,”
filed June 12, 2020 (Y“Order No. 371737).

BOrder No. 37173 at 4-5.
90rder No. 37173 at 4.

Vorder No. 37173 at 6.
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On June 12, 2020, Hawaiian Electric filed a letter
stating that 1t did not intend to file rebuttal Testimony 1in
response to the DOD’ s Direct Testimonies, Exhibits,
and Workpapers.® In support of this decision, Hawaiian Electric
explained that the DOD's conclusions and recommendations in its
Direct Testimonles, Exhibits, and Workpapers “are consistent with
or rendered moot by the Settlement [Letter] . . . 752

On June 17, 2020, consistent with the modified deadlines
set forth in Order No. 37173, Hawaiian Electric,
the Consumer Advocate, and the DOD all submitted thelir respective
statements of position on Lhe Managemsnt Audit.>?

On July 1, 2020, pursuant to the modified procedural

schedule set forth in Order No. 37173, Hawaiian Electric submitted

Slletter From: D. Matsuura To: Commission Re:
Docket No. 2019-008L - Hawziian Electric 2020 Test Year Rate Case;
Hawallan Electric Letter Regarding Intent Not to File Testimony in
Rebuttal to Department of Defense Direct Testimony,
filed June 12, 2020 {(“Hawaiian Electric Rebuttal Letter”).

2Hawailan Electric Rebuttal Letter at 2.

S*“Hawailian Electric Company, Inc.’s Statement of Position
on the Management Audit; and Certificate of Service,” filed
June 17, 2020 (“Hawaiian Electric SCOP™)Y ; “Divisgion of
Consumer Advocacy’s Statement of Position on the Commission
Ordered Management Audit,” filed June 17, 2020 (“CA S0P”);
and Letter From: J. Schubert To: Commission Re: DOD Notice
of No Statement of Position on the Management Audit; Docket
No. 2019-0085, filed June 17, 2020 (™DOD Statement”™).
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its reply statement of position to Consumer Advocate’s statement
of position on the Management Audit.3d

Also on July 1, 2020, Hawailan Electric filed a Rebuttal
Testimony and FExhibit, consistent with the modified procedural
schedule set forth in Order No. 37173.5% 1In its Rebuttal Testimony,
Hawallan Electric explalined that notwithstanding 1ts earlier
June 12, 2020 letter, in which 1t stated that it would not be
submitting Rebuttal Testimony, it was submitting

AN

Rebuttal Testimony now “[als the Commission has not yet decided on
whether To approve the Settlement [Letter] land as such],
the Company 1s filing this rebuttal testimony 1in an abundance of
caution and in order to provide the Commission with the Company’s
positions for consideration in case the Commission decides not to
approve the Settlement Agreement 1in i1ts entirety. 56

Pursuant to the procedural schedule, as modified in

Order No. 37173, any additional procedural steps are pending the

Commission’s decision on the Partiesgs’ Settlement Letter.

MMHawaiian Electric Company, Inc.’s Reply Statement of
Position on the Management Audit; and Certificate of Service,”
filed July 1, 2020 (“Hawailan Electric RS0OP”).

5L etter From: D. Matsuura To: Commission Re: Docket
No. 2019-0085 - Hawaiian Flectric 2020 Test Year Rate Case;

Hawaiian Flectric Rebuttal Testimony and Fxhibit, filed
July 1, 2020 (“Hawaiian Electric Rebuttal Testimony™).

%®Hawaiian Electric Rebuttal Testimony, HECO RT-27 at 2-3.
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D.

Statement Of Issues

Procedural Order No. 36964 set forth the following

Statement of Issues to govern this proceeding:?”?

1. Has [Hawaiian Electric] demonstrated that its
proposed rate 1ncrease 1s Just and reasonable,
based o1l considerations including, but not

limited to:

a. Are The revenue estimates Lor the 2020 test
vear at current effective rates,
present rates, and proposed rates reasonable?

b. Are [Hawaiian Electric’s] proposed operating
expenses for the 2020 test vyear reasonable?

C. Is [Hawalian Electric’s] proposed rate Dbase
for the 2020 test vyear reasonable?

d. ITs [Hawaiian Electric’s] reguested rate of
return fair?

2. Has [Hawaiian Electric] demonstrated that it 1is

probably entitled Tto an Interim rate increase under
HES § Z269%-16(d)?

3. Has [Hawaiian Electric] demonstrated that its
proposed tariffs, rates, charges, and rules are
Just and reasonable, based on considerations
including, but not limited to:

a. ITs [Hawaiian Electric’s] proposed methodology
for allocating costs among 1ts customer
clagsses reasgoconable?

. Is [Hawaiian Electricfs)] rate design for
collecting its costs from its customer
classes reasonable?

Procedural Order No., 36964 at 3-5.
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C. Are the proposed revisions to the Energy Cost
Recovery Clause tariff just and reasonable?

4. As applicable, address HRS E 269-6(b),
which states:

The [Commissicon] shall consider the need to
reduce the State’s reliance on fossil fuels through
energy efficlency and 1increased renewable enerqgy
generation in exercising its authority and duties

under this chapter. In making determinations of
the reasonableness of the costs of utility
system capital improvements and operations,
the [Clommission shall explicitly consider,

quantitatively or gqualitatively, Tthe effect of the
State’s relliance on fossil fuels on price
volatility, export of funds for fuel 1mports,
fuel supply reliability risk, and greenhouse gas
emissions. The [Clommission may determine that
short-term costs or direct costs that are higher
than alternatives relying more heavily on fossil
fuels are reasonable, considering the 1mpacts
resulting from the use of fossil fuels.

S To what extent, 1f any, should the results of the

[Clommission’s management audit dimpact TIssues
Nos. 1. through 4, above?

IT.

DISCUSSION

Al

The Parties’ Settlement Letter

On May 27, 2020, the Parties jointly submitted their
Settlement Letter, which represents a Y“joint glcobal settlement

agreement . . . of all issues in this docket . . . .73 1In sssence,

MBSettlement Letter at 1.
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the Parties have agreed to resolve Hawaiian Electric’s Application
without an 1ncrease to customers’ base rates:

[A]s a result of this settlement agreement, there will
be no base rate increase 1in this c¢ase - that 1is,
there will be no increase in electric revenues recovered
through customer rate schedules over the revenues
established in the 2017 test vyear rate case, and no
changes To the rates 1n those customer rate schedules
for the 2020 test year; tThere will be no shift in cost
recovery from surcharges (Rate Adjustment Mechanlsm
("RAM™) Revenue Adjustment, Major Projects Interim
Recovery {(“MPIR™), Renewable Energy Infrastructure
Program Cost Recovery Provision (“REIP”), Demand Side
Management Adjustment (“DSM™)) [sic] to revenues that
are recovered from customer rate schedules until
completed or until the remaining balances are moved to
recovery Through customers rate schedules 1n a future
rate case or general rate setting proceeding.?®?

In practical terms, this means tThat Hawallan Electric
“will not obtain a sought 1increase 1in  base revenues of
approximately 368.843 million, other operating revenues of
S0.836 million and energy cost recovery clause (‘ECRCY) revenues
of 87.8375 million over revenues at current effective rateg. %9

Unlike settlement letters submitted in prior dockets,
which often 1list itemized adjustments to specific test vyear
expenses and costs, the Settlement Letter here 1is based on

generally summarized principles and global tradecffs without

VZettlement Letter at 1.

0Settlement Letter at 1 (footnote omitted).
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reliance on explicit guantification of specific line 1tem
adjustments.® Ag stated in the Settlement Letter:

The Company has agreed to this compromise for several
reasons, including: (1) the Company understands that any
rate 1ncrease at this time would be a hardship on
customers already financially distressed as a result of
economic 1mpacts of the COVID-19 pandemic; (2) the
Company understands the Consumer Advocate intended to
vigorously oppose any rate increase for the same reason;
(3) The Company has been and will be further able to
offset a significant portion of the reguested rate
increase through efficiencies and cost containment
enabled by the ERE/EAM svstem savings benefit
realization, efficiencies and cost containment
initiatives consistent with and in addition to
recommendations 1n tThe Management Audit Final Report
dated May 12, 2020, reprioritizing work, and by
deferring or eliminating certain non-essential
activities and efforts; and (4) the other fterms and
conditions upon which this settlement agreement is
premised. Nevertheless, the Company will still continue
to achieve state clean energy goals, modernize the grid
and provide reliable electrical services to customers.

Upon reviewing the Settlement Letter, the Commission

finds the terms and agreements 1n the Settlement Letter tTo be

*l3ee Settlement Letter, Exhibit 1 at 4 (“Due to the high-level
nature of this global settlement, the Parties will not be
submitting a statement of probable entitlement or results
of operations.”).

®23ettlement Letter at 1-2. However, the Parties clarify that
[t]he agreements in this [Settlement Letter] are for the purpose
of simplifving and expediting this proceeding, and represent a
negotiated compromise of the matters agreed upon,” and “should not
be deemed or interpreted to establish any precedent or to be used
as evidence of elther Party’s position 1in any other regulatory
proceeding, except as necessary to enforce The agreements reached
in this proceeding.” Id. at Z.

RS
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reasonable with  the exception of certain conditions and
specifications regarding the Parties’ proposed treatment of the
Company’s Management Audit savings commltment, discussed below.
As stated by the Parties, the terms of the
Settlement Letter will effectively hold current base rates steady

A%

without any 1increase. Put another way, [e]lxcept as otherwise
expressly addressed herein, for purposes of this settlement,
[the] Company reguests in the [Alpplication should be effectively
deemed withdrawn.”®3 In light of Hawaiian FElectricf’s initial
request seeking a rate increase of approximately $77.5 million in
its Application, the Commission observes that the Settlement
Letter reflects a desirable outcome that will benefit customers.
As noted by Hawaiian Electric, the State is currently facing a
time of significant economic uncertainty arising from the impacts
of the COVID-19 pandemic and Tthe Commission acknowledges tThe
Company’s compromise in recognition of these difficult times.
Further, Hawaiian Electric affirms that notwithstanding
the withdrawal of its request for a rate increase, service will
not be disrupted or compromised; rather, 1t 1s expected that

sufficient revenues will be malintalined through cost savings and

other operational efficiencies, 1ncluding those identified in the

33ettlement Letter, Exhibkit 1 at 3.
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Management  Audit, the expected savings arising from the
implemsntation of the new Enterprise Resource Planning/Enterprise
Asset Management (“ERP/EAM”) system and LThe reprioritization,
deferral, and/cr elimination of certain non-essential activities
and efforts.®

The Commlssion commends Hawallian Electric’/s 1nitiative
in focusing 1ts efforts on internal efficiency and management
improvements to avoid seeking a rate increase. In this respect,
the Company appears to be proactively addressing the opportunities
for Iimprovement Il1dentified 1in the Management Audlit, and the
Commission is encouraged by the Company’ s response to
the Management Audit and looks forward to improvements to
the Company’s operations.

As part of the agreement to not seek an increase in base
rates, The Partlies have stipulated to a number of subordinate

i=zsues, which the Commission addresses below.

*1See Settlement Letter at 1-2. See also, id., Exhibit 1 at 4
(“The Company represents that this result 1is possible in part based
on  the Company’s expectation that 1t will realize Jgreater
operational efficlenclies and cost reductions in The Test year than
those reflected in the revenue requlrements stated in
the Application.”).

20195-0085 25



Revenues

The Parties agree that there will be no changes to the
rates established in Hawaiian Electric’s last general rate case,
Docket No. 2016-03285; conseguently, there will be no shift in cost
recovery from surcharges to base rates, and those costs currently
being recovered 1n various surcharges will continue to be recovered
by such means until a future rate case or other general rate
setting proceeding.® This includes the continued operation of the
ECRC, Purchased Power Adjustment Clause (“PPACY), RAM Revenue
Adjustment and Revenue Balancing Account (YRBAY), MPIR adjustment
mechanism, Demand Response Adjustment Clause (YDRAC”), and REIP
Cost Recovery Provision pursuant to their respective tariffs and
applicable Commission orders.®®

The Commission finds this agreement reascnable.
This agreement is consistent with the overarching agreement Lo not
increase base rates and will effectively “hold things steady” by

continuing tTo recover costs not included 1n base rates tThrough

53ettlement Letter, Exhibit 1 at 5. This may also include
proceedings in which revenue neutral changes to rate design and/or
customer class allocation may be examined. See e.g., In re Public
Util. Comm’n, Docket No. Z2019-0323 (examining, among other things,
revenue neutral advanced rate designs).

“63ce Settlement Letter, Exhibit 1 at 5-9.
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various surcharge mechanisms until they can be included into base

rates 1n a future proceeding.

Schofield Generating Station (“SGS”) Project

For the 5GS Project, the Partlies agree that the Project
costs will continue to be recovered thrcocugh the MPIR adjustment
mechanism, but that the cost recovery cap, which limited recovery
of project costs at 90%, should be removed, such that recovery of
100% of Project costs will be permitted to flow through the MPIR
adjustment mechanism.?®’

Taking the global nature of the Settlement Letter into
account, the Commission finds this condition reasonable.
While Hawaiian Electric will be allowed to recover the additional
10% of the 5GS Project’s costs, this is balanced against the other

compromises made by the Company in reaching this settlement.

3.

Pension And Other Post-Employment
Benefits (“OPEB”) Tracking Mechanisms

Regarding Hawaiian Flectric’s pension and OPEB

tracking mechanisms:

¢T3ettlement Letter, Exhibit 1 at 11.
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For purposes of settlement in this proceeding,

the Parties agree that the penslion and OPEB tracking

mechanisms are reset when this settlement is approved by

the Commission, based on the [Net Periodic Pension Cost

(“NPPC™) ] and [Net Pericdic Benefit Cost (“NPBC™) ]

estimated for 2020 . . . and amortization kased on the

balance of pension regulatory asset, non-service costs

regulatory asset, and the OPEB regulatory liability

estimated as of June 30, 2020, beginning when this

settlement 1s approved by Lhe Commission.?®8

In addition, pursuant Lo accounting changes reguired by
ASU 2017-07, as of January 1, 2018, there were limits i1mposed on
the amount of pension expense that Hawaiian Electric could
capitalize.?®? In Hawaiian Electric’s last general rate case,
Docket No. 2016-03238, the Commission approved the creation of a
regulatory asset To accumulate the capital costs that would have
been expensed under ASU 2017-07 — this regulatory asset was to be
amortized over fifteen vears, beginning the effective date for
rate “in the next rate case proceesding” (i.e., this docket) .79
For purpose oL The Settlement Letter, The Parties have

agreed Lo revise the pension and OPEB tracking mechanisms and to

amortize the non-service cost regulatory asset balance over

t8Settlement Letter, Exhibit 1 at 12.
tfSettlement Letter, Exhibit 1 at 13.

WSettlement Letter, Exhibit 1 at 13-14.

20195-0085 28



five vyears, beginning with the date of approval of the
Settlement Letter.7l

The Parties also agree that Hawallan Electric should
follow ASU 2017-07 for both ratemalking and financial
reporting purposes.’?

Upon review, the Commission finds the Parties’
agreements on the issues noted above reasonable. In particular,
consistent with the “no rate increase” impact of the Settlement
Letter, the Parties’ agreement regarding the pension and OPEB
trackers will not 1mpact base rates at this time. The amounts
recovered for pension and OPEB costs in base rates will remain the
same; however, the Parties have agreed that the pension and OPEB

trackers will reflect 2020 test year amounts.

Amortization

The Parties have reached agreements to resolve the
amortization of a number of Hawallan Electric’s 2020 test year

deferred 0&M expense:’s

1Settlement Letter, Exhibit 1 at 14.
Zgettlement Letter, Exhibit 1 at 14.

BSettlement Letter, Exhibit 1 at 14.
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The Parties have agreed that the costs for the ERP
deferred system development will be amortized over a
l2-year period and that the deferred costs will be

included in rate base.’!

During Hawailian Electric’s last general rate case,
the Parties agreed To establish a regulatory liability
account to record the estimated amount of net savings
enabled by the ERP system, which would be returned to
ratepavyers in future rate case proceedings.
The Parties have agreed tThat Hawalian FElectric will
start amortizing the balance of this regulatory
liability zccount over five years, beginning from the

date of approval of the Settlement Letter.

Further, going forward, the net benefits of the ERP
program shall be considered flowed through to
customers as part of the “no rate increase’” provision
of the Settlement Letter, such that net benefits shall
no longer be recorded in the ERP benefits regulatory

liability account.’s

dgettlement Letter, Exhibit 1 at 15.

Settlement Letter, Exhibit 1 at 15-16.
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Hawallan Electric has been amortizing the gains 1t
recelved on the sgale of land and the Iolani Court
Plaza lease premium over a five-year period beginning
the month following the sale. The Parties have agreed
to re-amortize the remaining balance over a five-vyear
period beginning Ifrom the date of approval of the

Settlement Letter.7?

The Parties have agreed to the amortization of a
numpber of Hawallan Electric’s regulatory Commission
expenses, 1ncluding: (1) the continuation of tThe
amortization of the remaining amounts of regulatory
expenses related to the Company’s last rate case
{Docket No. 2016-0328) until fully amortized;
and (Z) the amortization of direct non-labor expenses
incurred for this rate case proceedling, which will be
amortized over a Ifive-year period, effective as of
the date of an order approving the Settlement Letter.
The Parties further agree that the Company’s expenses
related to the Performance-Based Regulation

proceeding (Docket No. 2018-0088) and other

TeSettlement Letter, Exhibit 1 at 16.
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regulatory proceedings will be considered normal,

ongoing costs, with no deferral and amortization.??

¢ The Parties have agreed that the amortization for
Hawaiian Fklectric’s State Investment Tax Credit
(“State ITC”) will follow whatever decision 1s made
by The Commission 1n Docket No. 20158-0368, regarding
the amortization of Hawail FElectric Light Company,
Inc.’s (Y“HELCO”) State ITC for the purpose of HELCO’s
2019 test vyear general rate case.’s Pursuant to
Decision and Order No. 37237, filed July 28, 2020,
Hawailian FElectric shall incorporate a l0-vyear
amortization period for the State ITC.7S

e tor its 2020 test vyear, Hawaiian Electric estimated
three types of excess Accumulated Deferred Income
Taxes (YADIT”): plant-related protected ADIT subject
to average rate assumption method (“ARAM™)

normalizing rules, which are amortized over a 40-vyear

TSettlement Letter, Exhibit 1 at 16.

BSettlement Letter, Exhibit 1 at 17. In the Settlement
Letter, the Parties refer to the Y“pending 2019 test vyear rate case”
for HELCO. Id. The Commlisslicon notes That a final decision and
order was issued for HELCO on July 28, 2020. In re Haw. BElec.
Light Co., Inc., Docket No. 2018-03683, Decision and Order
No. 37237, filed July 28, 2020 (“HELCO D&O 372377).

"8See HELCO D&C 37237 at 3 and 28-323.
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period; plant-related ADIT not subject to ARAM
normalization rules, which are amortized over a
lb-year period; and non-plant ADIT not subject to
normalization rules, which are amortized over a b-year
period. The Parties have agreed that the Company will
use its actual ARAM amortization calculations,
once completed, To True up the amortization amounts,
which will then be flowed through the amortization
expense component of the Decoupling/RaM filing.
Additionally, the Parties have agreed to an adjustment
to correct an inadvertent error relating to
the calculation of the non—-ARAM excess ADIT

amortization amounts.?d’

The Parties have agreed to allow Hawaiian Electric to
amortize the costs assoclated with the Company’s
application for the Contingency and Regulating
Reserve Battery Energy Storage System project,
which will occur over a five-year period beginning

from the date of approval of the Ssttlement Letter.?!

B0gettlement Letter, Exhibit 1 at 18.

lSettlement Letter, Exhibit 1 at 19.
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Upon review, the Commission finds these agreements
reasonable. Regarding the State ITC and excess ADIT agreements,
the Commission notes that They are consistent with agreements that
were reached by the parties in HELCO's recent general rate case,
Docket No. 2018-0368.

Regarding the agreements for the Company’s amortization
of the FERP program’s costs and regulatory lizbility account,
the Parties’ agreement will result 1in no further accrual of
customer benefits, with the understanding being that customer
benefits arising from the ERP/EAM Project are reflected in the
general agreed Tterms for “no increase” 1n pbase rates. Similarly,
no additional project costs will be incorporated into rates,
with the amortization amounts currently in rates serving
to address project costs. In essence, this agreement will also
effectively resolve the issue of future tracking and flow-through
of ERP/EAM project benefits to Hawailian Flectric’s customers,

as otherwise prescribed in Docket No. 2014-0170.82 In practical

82Tn relevant part, in Docket No. 2014-0170, the Commission
approved Hawalian Electric’s (along with HELCC’ s and Maul Electric
Company, Limited’s (“MECO”)) request to approve LThe ERP/EAM
project, under the condition that the Company ensure that a certain
amount of benefits flow-through to customers over the life of the
project. Hawaiian Electric has clarified that the agreement in
the Settlement Letter only affects its obligations to flow-through
ERF/EAM  benefits to customers and does not affect the
obligations of HELCO and MECO. See Hawallan Electric response to
PUC-HECO-IR-46{c), filed June 23, Z0Z0.
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terms, this will result in a “wash” in terms of collecting costs
for, and flowing through benefits from, tThe ERP/EAM for purposes
of future rate impact.

Taking all of this into consideration, as well as the
global nature of the Settlement Letter, the Commission finds the

Parties’ agreement reasonable.

5.

Accounting For Asset Management Division Costs

In its Application, Hawallan Electric allocated tThe
costs for its Asset Management Division (“AMD”) of the Planning &
Technology process area to operations and maintenance (YO&M7)
expenses, rather than capital costs, due to the fact that the AMD's
overall planning work 1s more consistent with other planning
functions tThat are expensed. In line with the Management Audit,
which recommended a reorganization of the Asset Management
Division, and the settlement reached for HELCO in i1its recent rate
case (Docket No. 2018-0368), the AMD’s role will now expand to
include work that can be expensed (strategles and planning) as
well as booked to capital (steps to pre-execution of a capital
project) .83 As part of the Settlement Letter, the Parties have

agreed Tthat the AMD’s “costs related to strategles, planning and

#38ettlement Letter, Exhibit 1 at 20.
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pre—-execution work will be charged to a clearing account and
allocated to expense and capltal projects as part of the clearing
process, instead of charging thelr costs to expense.”®d

Upon review, the Commission finds this agreement
reasonable. As noted above, this reorganization i1s consistent
with the recommendations of the Management Audit, which identified
significant concerns with the role of the AMD and its interactions
with other planning and sexecution departments,?®" and recommended a
reorganization to support a more focused role. Further,
the Commission observes that adopting this clearing process for
the AMD will “standardize the treatment of [AMD] costs
(Asset Programs and Reliability & Resilience Departments) among

[Hawaiian Electric, HELCC, and MECO] .85

o.

Customer Beneflt Adjustments

As part of Hawallan Electricfs last general rate case,
Hawallan Electric agreed to two Y“Customer Benefit Adjustments”
that were incorporated into the 2017 test year revenue requirement

as single line item reductions to 0O&M expenses: (1) a 386 million

8i5ettlement Letter, Exhibit 1 at 20.
85gee Management Audit Final Report at 65-68.

6Settlement Letter, Exhibit 1 at 20.
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customer benefit adjustment to reflect the benefit to customers
related to a Net Pension Regulatory Asset reduction (“Customer
Benefit Adjustment 17); and {(2) a $5 million customer benefit
adjustment related to concerns with the prudence of baseline plant
additions from 2014 to 2017 (“Customer Benefit Adjustment 27) .87

Per the settlement in Docket No. 2016-0328,
Customer Benefit Adjustment 1 reflects the amortization of a total
customer benefit of $25,395,000, which was to be returned to
customers over the next two triennial rate case cycles.® It was
agreed that therese would be a $6 million downward adjustment to
Hawallan Electric’s 2017 test vear revenue regulrement,
and upon Hawaiian FElectric’s next scheduled rate case
(i.e., this proceeding), the remaining balance of the 325,395,000,
would then be re-amortized over the next triennial rate case cycle
and be fully amortized by 2023.89

In the Settlement Letter, the Parties agree that in light
of the overall stipulation to not increase base rates or change
customer rate schedules, Ythe requirements relating to the

Customer Beneflit Adjustment will terminate upon approval of This

78ettlement Letter, Exhibit 1 at 21-22.

883ee In re Haw. Elec. Co., Inc., Docket No. 2016-0328,
Final Decision and Order No. 35545, filed June 22, 2018
(“D&O 355457, at 35H-37.

8%Sce D&O 3EL4dE at 37-38.
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[Settlement Letter].”%? Upon reviewing this agreement, and taking
into account the global nature of the Settlement Letter,
the Commissicon finds this agreement reasonable. In so doing,
the Commission observes that the majority of this balance has
already been amortized over the last three years, and the overall
“no ilncrease Tto pase rates” effect of tThe Settlement Letter 1s
expected, on the whole, to provide a greater benefit to customers
than the re—amortization of the remaining customer
benefit balance.

Per the settlement in Docket No. 2016-0328,
Customer Benefit Adjustment 2 reflects an interim “hold back” the
Commission implemented pending further investigation 1into the
prudence of components of the Company’s baseline plant additions
in 2014 through 2017. While Hawaiian Electric objected to this
hold back, in Docket No. 2016-0328, and maintained that 1ts ©O&M
exXpenses and capital expenditures during that time were
reasonable, 1t agreed to az settlement that provided for the interim
hold back amount to be incorporated into its 2017 test vear revenue

requirement as a non-specific downward adjustment.?d!

0Settlement Letter, Exhibit 1 at 22.

See D&O 35545 at 38-39.
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In the Settlement Letter, the Parties agree that “any
requirements relating to Customer Benefit Adjustment #2 will
terminate upon approval of this [Settlement Letter] .”9

Upon review, and taking the global nature of the Settlement Letter

into account, the Commission finds this agreement reasonable.

CTAC Associated With Projects In CWIP And Developers! Advances

In its Application, Hawallan Electric proposed certain
changes To 1ts accounting Ttreatment of CIAC to align with 1ts
transition to the Federal FEnergy ERegulatory Commission (“FERCY)
Uniform System of Accounts (“USOAY). Certain specific related
changes are also proposed for the accounting treatment of Developer
Advances. More generally, Hawalian Electric reguests permission
to incorporate the changes To the FERC USOA In its statement of
results of operations and determinaticon of test year revenue
reguirements.?® In the Settlement Letter, the Parties have agreesd
to these changes and request.?4

Upon review, The Commission finds the proposed changes

and request to be reasocnable. The Commission notes that the

“2Settlement Letter, Exhibit 1 at 22.
Papplication at 18-109.

943ettlement Letter, Exhibit 1 at 23.
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transition to the FERC USOA was previously approved for
Hawalilan Electric 1in Docket No. 2013-0007 and that the changes
proposed in the Application are consistent with the essentially
identical changes approved by the Commission for HELCO in its

2019 test vyear rate case (Docket No. 2018-0368).

Performance Incentive Mechanism Tariff Revisions

Per its tariff language, Hawaliian Electric’s Performance
Incentive Mechanisms (“PIMs”) are updated every time There 1s an
interim or final order in a general rate case. Here, the Parties
have agreed that while there 15 no base rate 1ncrease,
Hawaiian Electric will update its performance targets, deadbands,
and maximum financlial incentive amounts based on The most recent
avallable data as of the date of approval of the Settlement Letter

for its two reliability PIMs and its Call Center PIM.?%

Net Depreciation Expense

On July 30, 2018, in Docket No. 2016-0431, the Commission
issued Decision and Order HNo. 35606, which approved new

depreciation and amortizatlon rates for Hawallan Electric, HELCO,

993ettlement Letter, Exhibit 1 at 24.
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and MECO, which would take effect for each company upon the
effective date of thelr respective next interim or final rates in
a general rate case proceeding.?® The final rates approved 1n
Hawaiian Flectric’s last rate case, Docket No. 2016-0328, preceded
the Commission’s approval of the new depreciation and amortization
rates. In the Settlement Letter, The Parties have agreed that the
new depreciation and amortization rates for Hawalian Electric
shall be implemented as of January 1, 2020.%7

The Commission finds this agreement reasonable and notes
that both MECO and HELCO have already 1incorporated the new
depreciation and amortization rates, so this will allow for all

three companies to be aligned on this issue.

10.

Cost Of Capital

In its Application, Hawaiian Flectric requested approval
of a rate of return on its average rate base of 7.97%, which was
based on a return on eguity (YROE”) of 10.50% and a capital
structure of 5L8& equity (combined preferred stock and common

equity) and 42% debt.®%

Y$See Settlement Letter, Exhibit 1 at 24.

YISettlement Letter, Exhibit 1 at 25.

983ce Settlement Letter, Exhibit 1 at 25.
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In the Settlement Letter, the Parties have agreed on the
welghts and earnings requlrements for short-term debt, long-term
debt, and preferred stock, and that Hawaiian Electric’s RCE and
equity ratio should mirror what the Commission approves in HELCO's
2019 test year rate case.? The Commission finds this agreement
reasonable and, pursuant to HELCO D&O 37237, approves an ROE of
9.50% and a capital structure of H8% total equity for the Company’s
2020 test vyear. Hawailian Electricfs resulting authorized rate of

return shall therefore he 7.37%.

11.

Rate Design

In its Application, Hawaiian Electric had proposed
modifications to wvarious rate scheduleg.100 For purposes of
reaching a global settlement, in the Settlement Letter,
Hawallan Electric has withdrawn these regquests and agrees that
“the existing customer, demand, minimum, non-fuesl energy charges,
and other base adjustments that are reflected In 1its existing
rates, 1ncluding the non-adjustable portion of the existing ECRC

rate, shall be retained and remain in effect.”101

Y9 Settlement Letter, Exhibit 1 at 26-27.
1008ee Settlement Letter, Exhibit 1 at 28.

0lgettlement Letter, Exhikbit 1 at Z28.
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The Commission finds this agreement rezsoconable and

S

observes that 1t 1s conslistent with the overall agreement to a “no
rate 1ncrease” and will maintain the existing rate design for each

customer class.

1z.

ECRC And PFPAC Tariffs

In its Application, Hawaiian EFlectric proposed to modify
its ECRC by: updating the LSFO tTarget heat rate to account for
2020 test vear production simulations; widening the deadband
around the LSFO target heat rate; modifying the downward-only
annual adjustment to the target heat rate to malke it
bi-directional; updating the non-adjustable component to reflect
2020 test vear fuel handling expense; and 1ncorporating a
time-variant ECRC for commercial Time-Of-Use customers.!%?

In the Settlement Letter, the Parties have agreed to
widen the deadband arocund the LSFO target heat rate, but do not
propose any of the other «changes 1Initially requested Dby
Hawaiian Electric.103 Upon review, the Commission finds this
agreement reasonable, and further notes that this agreement will

largely maintain the existing components of the ECRC, which 1is

102502 Settlement Letter, Exhibit 1 at 27.

1038ettlement Letter, Exhikbit 1 at 27.
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RS

consistent with the overall no rate impact?” of the
Settlement Letter.

The Parties further agree that the PPAC will continue to
be based on Hawaiian Electricfs 2017 test vyear allocation
factors.104 For reasong similar to those stated above for the

settled ECRC agreement, the Commissiocon finds this

agreement reasonable.

13.

Decoupling Tariffs

In its Application, Hawaiian EFlectric proposed to modify
its RBA Provision Tariff “such that the monthly allocation factors
applicable to target revenue are based on the number of days in
the month, and to modify the RBA rate adjustment such that 1t 1s
applied as a non-bypassable percentage of base revenueg.”10°

In the Settlement Letter, the Parties agree to
Hawaiian Electric’s modifications, but defer to and accept the

Commission’s declslons on essentlially 1dentical modificatlions

104gettlement Letter, Exhikbit 1 at 28.

105application at 18. See also, Settlemsnt Letter, Exhibit 1
at 28.
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proposed in HELCO’ s recent 2019 test vear rate case,
Docket MNo. 2013-0369.10¢

The Commissions finds the Parties’ agreement on this
issue reasonable and further notes that it will help ensure
consistent treatment of the RBA tariff between Hawaiian Electric
and HELCO. Consistent with the Commission’s ruling in Docket
No. 2018-0368, Hawalian Electric’s RBA tTariff =shall be modified
such that the monthly allocation factors in the RBA tariff will be
based on the number of days 1n each month.197 Regarding
Hawallan Electric’s proposal to apply the RBA Rate Adjustment as
a non-bypassable percentage of base revenues, The Commission
defers further examination and resolution of this proposal to the
Commission’s ongoing investigation into Distributed Energy
Resources (“DER”), Docket No. 2019-0323 where this matter may be

examined for Hawaillan Electric, HELCO, and MECQO, 108

0¢eSettlement Letter, Exhibit 1 at 28-29.

1975ee In re Haw. klec. Light Co., Inc., Docket No. 2018-0368,
Interim Decision and Order No. 36761, filed November 13, 2019
("HELCO Interim D&O 367617), at 44.

1085ee HELCO D&O 37237 at 62-64.
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14.

Proposed Rule Changes

In its Application, Hawaiian FElectric proposed changes
to a number of Rules, including Rule Nos. 6,7, 22, 23, 24, 27,
and 27. For purposes of reaching a global settlement on all issues
in this proceeding, Hawalian Electric has withdrawn these proposed

rule change reguests.10?

15.

Management Audit

In Order No. 36536, the Commission ordered the
Management Audit of Hawaiian Electric by an independent azuditor,
the first of 1its kind 1n the Company’s history. In general,
the Management Audit, and 1ts findings and recommendations,
have been received positively by the Parties zand construed
as timely, relevant, and providing a valuable opportunity
for improvement.

The Mzanagement Audit focused on Three critical areas
specified by the Commission: Governance and Executive Leadership;
Capital and Operations & Maintenance Planning, Budgeting,

and Investment Strategy; and Program and Projsct management.11C

109g8ettlement Letter, Exhikbit 1 at 29.

11%Management Audit at 8.
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The Management Audit found the Company’s Governance process
satisfactory 1in general, but found mixed results 1in the remaining
two areas.!'! While identifying the Energy Delivery Unit as a
critical area for improvement, the Management Audit also
identified & number of other business units and processes that
should be improved and which could provide annual benefits and
savings “in the range of 525 million - 226.5 million to be
progressively delivered by the end of 2022.7112

In response to the Management Audit, Hawaiian Electric
acceptaed most of the Audit’s recommendations.!!? Construing the
Management  Audit as an “Yopportunity for an independent,
constructive evaluation of its operations by auditors with

r

considerable utility operation experiencel,] Hawaiian FkKlectric
noted that many of the Management Audit’s recommendations served
to accelerate efforts already underway within the Company,
and appreciated the Management Audit’s recognition of the unigue

challenges facing the Company as it works towards its commitment

of realizing a 100% renewable energy future.ll?

lllgee generally, Management Audit at 8-13.

12Management Audit at 12.
13Management Audit at 188.

LiManagement Audit at 188.
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In response to the Management Audit, and zhead of
Commission action, Hawallian Electric has announced a number of
changes 1in 1line with the Management Audit’s recommendations,
including: (1) changes to Hawaiian klectric’s Board of Directors;
(2) restructuring its executive leadership structure (including
eliminating and consolidating some senior management positions):;
(3) reviewing hiring policies, re-visiting Dbusiness unit
responsibilities and roles to address redundancies and
inefficiencies; and (4) a commitment to provide 525 million in
savings over three years, whereupon these savings will continue to
be provided on a steady state basis after 2022.115

Regarding the latter point, in the Settlement Letter,
the Parties have agreed that Hawaiian Electric will commit to
provide Y325 million in savings over three years,”ll® to customers
through a combination of capltal expenditure and O&M expense
savings through 2020 through 2022, after which these savings will
recur annually and permanently on an steady state basis.ll?
Recognizing that passing these savings to customers would begin
after 2020 {(i1.e., beyond the 2020 tTest vyear), the Parties have

agreed that this commitment shall be delivered To customers outside

1153ee Management Audit at 190-204.
llégettlement Letter, Exhibit 1 at 31.

ll7"See Settlement Letter, Exhibit 1 at 31-33.
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of this rate case wvia a component of the Performance-Based
Regulation framework currently under examination in
Docket No. 2018-0088,118
Subsequently, 1in 1ts Statement of Position on the
Management Audit, Hawaiian Electric described the Management Audit
as “independent, tThorough, fair and objectivel[,]” and that “[i]n
general, tThere were not significant points of disagreement.”1l®
Stating that “[tlhe Company will continue to build upcon and
implement improvement operations identified in the Audit Report to
realize short[-] and long-term operaticonal efficienciesl[, 120
the Company noted that the following steps 1T has Taken 1n response
to the Management Audit, including:
¢ Reaching the agreements with the Consumer Advocate
reflected in the Settlement Letter, which provide
for an overall no 1ncrease to base rates 1in
this proceeding;
e Fliminating approximately 30 Jjob positions,
including supervisory and execubtive positions,

to reduce overlap and streamline operations;

118Settlement Letter, Exhibit 1 at 33.
l1%Hawaiian Electric SOP at 2.

120Hgwaiian Electric SOP at 3.
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¢ Tmplementing more rigorous centrallzed executlve
controls over staffing plans, with the intent to

drive overall staffing count downward; and

¢ Tmplementing work planning and scheduling
improvements Tto control and reduce overtime and

penalty payments.i?!
The Consumer Advocate, 1in its Statement of Position,
reflected similar sentiments, agreeing that “there is no need in
this instance to engage in The traditicnal practice of translating

5

audlt results into rate case entries or adjustment[;] rather,
“given the Settlement [Letter], the PBR docket 1s the more
appropriate regulatory venue where the cost savings benefits
identified in the Audit Report and committed to by the Company
should be captured for the benefit of ratepayers. 122
Concomitantly, the Consumer Advocate recommends That any cost
savings 1n 2020 quantified In the Management Audit be deemed as

being addressed in the Settlement Letter and any post-2020 savings

quantified in the Management Audlit be addressed in the PER docket,

l2lHawaiian Electric SOP at 3-4.

lzzcp SOP at 4.
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Docket No. 2018-0088, including how to track and report the
delivery of these benefits to customsrs.l23

Upon review, the Commission generally finds tThe Parties’
agreed tTreatment of the Management Audit to be reascnable.
The Commission observes that Hawaiian Electric’s commitment to
achieve a steady state of 225 million in recurring annual savings
by 2023 1s consistent with the findings of the Management Audit,
which identified $25-26.5 million in steady state savings by 2023.
Further, the Commission acknowledges Hawaiian Flectric’s
reception and cooperation with the Management Audit auditors.i2d
The Commission 1s gratified with the Company’s open-minded
approach to the audit process and its willingness to embrace the
Management Audit’s findings and recommendations.

The Parties agree that much of the operational savings
arising from the Management Audit will begin to occur
in 2021 - 1i.e., beyond the 2020 test vyear — and thus, should be
addressed outside of this rate case proceeding in the PBR docket.
The Commission finds this agreement reasonable and, in doing, so,

accepts and approves the Company’s commlitment to provide

1235ee CA SOP at 17-18.

1248ee Management Audit at 15 (“It should be recognized that,
once the Audit commenced, the Company was fully supportive of and
engaged 1n The process and made the requested data, as well as key
staff, avallable To us tThroughout the process.”).
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525 million in savings to customers over three years — with the
understanding that after thres vyears, this $25 million will be
continually achieved annually on a steady state baslis - as a
satisfactory means of addressing the savings resulting from the
Management Audit.1l2? Consistent with the Settlement Letter,
the detalls of how these savings benefits will be
passed to customers will be determined in the FPBR daocket,
Docket No. 2018-0088.

However, the Commission provides clarification as to

condltlons placed on this savings commlitment in the
Settlement Letter.lZ6 In addition to listing a number of
Yunderstandings” and “conditions” to Hawaiian Flectric’s

Management Audit savings commitment, the Settlement Letter also
provides that the Parties agree that the Management Audit savings
commlitment will be addressed 1n the FPBR docket and that
“[n]Jothing within this Settlement [Letter] is intended to restrict

either the Hawaiian FElectric Companies or the Consumer Advocate

to any positions in the PBR Docket regarding future cost changes,

1253ettlement Letter, Exhibit 1 at 33 (“Based on the above,
[Hawalian Electric] has committed to deliver savings benefits to
customers ‘at the beginning of the year following the achievement
of savings[.]’ Audit Report at 174. This will achieve a steady
state of 325M in savings in 2023.7).

l268ee Settlement Letter, Exhibit 1 at 31-33.
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productivity or consumer dividend gquantification
matters . . . .71Z7

While the Commission does not object to the Parties”
agreement tTo address this issue in the PBR docket, or to the
guantification of $25 million in savings benefits to be provided
to customers, The Commission clarifies that this Settlement Letter
shall not be construed to limit the Commission’s discretion to
fashion a solution 1n the PBR docket either - that 1=,
the Commission 1s not bound to accept either the Company’s or the
Consumer Advocate’s proposal regarding specific Implementation
detalls identified in the Settlement Letter or further proposals
which may be made in the PBR docket zs to the treatment of the
525 million savings commitment, but may arrive at an

independent solution.

B.

Miscellanecus Matters

Procedurally, the Parties state that “[alpproval of this
[Settlement Letter] would render many of the remalning procedural
steps unnecessary, except for those procedural steps associated

with Company Rebuttal Testimonies, the management audit and a final

127%ettlement Letter, Exhibit 1 at 33 (emphasis added).
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decision and order for this proceeding approving this
[Settlement Letter].”128 The Parties expressly walve their right
to a hearing and to present further evidence on the
settled issues.l2®

The Commission agrees with this azssessment. In addition
to reflecting tThe Parties agreement on all 1ssues 1n  this
proceeding, the Settlement Letter contains agreements that address
the issues within the scope of the DOD's participation in this
proceeding. 130 The DOD's Direct Testimony focused on the rate
design changes that corresponded tTo the proposed rate 1increase
sought by Hawalian Electric in its Application.t? Given tThat the
Parties have agreed to maintain Hawaiian Electric’s current rate
design and not increase base rates,!3? the Commission finds that
the 1issues raised in the DOD's Direct Testimony have been resolved

by the Commission’s approval of the Settlement Letter.133

128g9ett]lement Letter at 3-4.
1293t tlement Letter at 4.

1308ee Order No. 37040, “Modifying the Department of Defense’s
Scope of Participation,” filed March 12, 2020.

1318ee “Direct Testimony and Exhibits of Maurice Brubaker on
behalf of Department of Defense,” filed March 30, 2020 (™DOD Direct
Testimony”), DOD T-1 at 4-6.

13252 Settlement Letter, Exhibit 1 at 28.

1338ee Letter From: J. Schubert To: Commission Re: DOD Notice
of NO Statement of Position o1l the Management Audit,
filed June 17, 2020 (DODfs purpcse for participation 1in these
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As a result, no interim decision is necessary, and this
proceeding is  ripe for  this final Decision and Order.134
Hawallan Electric shall prepare revised tariffs, as needed,
consistent with this final Decision and Order and shall file them
with the Commission, with copies served on the Consumer Advocate,
within fifteen (15) days of this final Decision and Order for the

Commission’s review and approval.

C.

Hawall Energy Pollcy Statutes

The State of Hawaii has expressed several energy
policies requiring and/or encouraging reduction in the utilization
of fossil fuels in statutes that directly pertain to the regulation
of public utilities. These statutes include standards requiring
minimum reductions 1n electric energy consumption Through energy
efficiency measures by specific dates;13® standards requiring

minimum percentages of renewable energy generation by

proceedings was To assist the Commission 1in evaluating proposed
increases to rates and feed for DOD consumer on Oahu. The proposed
settlement on May 27, 2020 proposed no increases in rates or fees
and the audit findings will not disturb the agreement. Therefore,
DOD takes no positlion on the audit findings.”).

1345ee Settlement Letter at 4 (™. . . because, as a result of
this [Settlement Letter], no increase in base rates 1s proposed
and the Company is therefore not seeking interim relief . . . .7).

1358ee e.g., HRS § 269-96.
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specific dates;1?¢ provisions allowing for wutility utilization
and dispatch of renewable generation regources; 137
provisions requiring consideration of factors related tTo impacts
of fossil fuel wuse 1in the regulation of public utilities;138
and provisions that require consideration of specific resources
and/or regulatory mechanisms.139
In particular, HR3 & 269-6(b) provides, 1in relevant

part:

The public utilities commission shall consider the need

to reduce the State’s rellance on fossil fuels tThrough

energy efficiency and increased renewable energy

generation in exercising 1ts authority and duties under

this chapter. In making determinations of the

reasonableness of the costs of utility system capital

improvements and operations, the commission shall

explicitly consider, guantitatively or gualitatively,

the effect of the 3State’s reliance on fcssil fuels on

price volatility, export of funds for fuel imports, fuel

supply reliability risk, and greenhouse gas emissions.

The Commission recognizes the Importance of considering

the effects that Hawaii’s reliance on fossil fuels have on the

State’s economy and general welfare in making utility resource

planning, investment, and operation decisions. In performing the

1363ee e.g., HR3S §% 269-91 to -95

1375ee e.g., HRS § 269-27.2.

1385ee e.g., HRS § 269-6(Db)

13%5ce e.g., HRS 8% 269-16.1, 269-146, 269-147, 269-148,
and Z69-149.
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duties specified 1in HRS Chapter 269, the Commission has been
diligent in implementing the State’s energy policies and statutes,
glving deliberate weight to these provisions 1n the broader context
of the many other statutes and considerations necessary to regulate
and provide reliable and affordable access to essential electric
utility services.140

The composition of Hawailian Electric’s generation system
is regularly examined in the context of long-range resource plans
that are reviewed by the Commission in formal regulatory
proceedings. 4! The Commission’s review of Hawaiian Electric’s
long-range plans includes rigorous, explicit consideration of the
State’s concurrent statutory energy policies and laws.
Additionally, the Commission has initiated several investigative
proceedings, some that have ended and some currently pending,
that specifically address measures, resources, programs,

and regulatory mechanisms that are intended to further the Statef’s

140g2ome of these broader considerations (such as monetary
costs) are obvious, while others are explicitly stated or implied
elsewhsre in statutes, and/or specified in case law in which the
courts have set forth standards and interpretations regarding the
determination of Just and reasonable rates, which collectively
include: reliability, affordability, falrness, provision of Just
and reasonable compensation for utility investment, and provision
of Just and reasonable rates to utility customers.

14l8ee =2.g., Docket No. 2014-0183 (Power Supply Improvement
Plan); and Docket No. Z018-016h (Integrated Grid Planning).
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energy policies and laws and, 1in particular, reduce Hawaii’s
reliance on fossil fuel resourceg.ld?

The Instant proceeding 1s a general rate case 1in which
determinations of the reasonableness of the costs of utility system
investments, capital 1improvements, and operations 1s a central
focus, as reflected in Hawailan Electric’s proposed 2020 test year
revenue reguirement initially proposed in 1ts Application.

However, as discussed above, as a result of the Partiesf
agreements in the Settlement Letter, there will be no base rate
increase 1n This proceeding. Stated 1in practical terms,
“lelxcept as otherwlise expressly addressed herein, for purposes of
this settlement, the Company regquests in the [Alpplication should

be effectively deemed withdrawn.”143 Consequently, as mav be

relevant to HRS § 269%9-6(b), no new costs for capital investments

1128ee e.g., Docket No. 2003-0371 (establishing a distributed
generation framework); Docket No. 2005-0069 (examination of DS3SM
programs and establishment of a third-party energy efficiency
program provider); Docket No. 2008-0273 (establishment of feed-in
tariffs); Docket No. 2008-0274 {establishment of revenue
decoupling to remove disincentives for energy efficiency and
distributed customer generation); Docket Nos. 2007-0341 and
2015-0412 (implementation of demand response resources); Docket
Nos. 2014-0192 and 2019-0323 (investlgations 1into establishing
programs and policies regarding distributed generation resources);
Docket No. 2018-0141 (application for approval of first phase of
grid modernization); and Docket No. Z2018-0088 (investigaticn into
performance-based regulation the Hawaiian Electric Companies,
including HELCO) .

l438ettlement Letter, Exhibit 1 at 3.
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or operating expenses are being approved and the Commission finds
that the 1mpact of tThe Settlement Letter on State’s rellance on
fossil fuels as 1t pertains to price volatlility, export of funds
for fuel imports, fuel supply reliability risk, and greenhouse gas

emissions is neutral, in that it preserves the status guo.

III.

FINDINGS AND CONCLUSIONS

Rased on the above, the Commission finds and concludes
as follows:

1. The Commission finds the agreements in the Parties’
Settlement Letter reasonable and zapproves them as such, with the
exceptlon of the clarification regarding any conditions on the
Commission’s discretion To address Hawallan Electric’s Management
Audit savings commitment in the PBR Docket, as described above.

2. Consistent with the Parties’ agreements 1n the
Settlement Letter, Hawallian Electric shall have a capital
structure based on 58% tTotal equity and a ROE of 9.50%, which the
Commisslon finds to be falr and reasonable.

3. Consistent with the Parties’ agreements 1in the
Settlement Letter, there will be no increase to Hawaiian Electric’s
base rates, operation of its existing surcharges, or rate design.
Revenues will continue To be collected and allocated to

Hawaiian Electric’s customer classes as currently allowed.
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4. n Tight of the Settlement Letter,
which effectively constitutes a withdrawal of Hawallan Electric’s
request for an increase in revenues of approximately $77,5254,000,
the Commission finds that an interim decision and order in this
proceeding i1is unnecessary and, in light of the fact that all other
procedural steps having been completed, proceeds with lssulng this
final Decision and Order.

5. Hawaiian FElectric shall prepare revised tariffs,
as needed, consistent with this final Decision and Order and shall
file them with the Commission, with coples served on the
Consumer Advocate, within fifteen (15) days of this final Decision
and Order for the Commissionfs review and approval

6. Notwithstanding the Commissionfs approval of the
Parties’ agreements in the Settlement Letter, as set forth zbove,
the approval of the Parties’ settled terms, or any of The
supporting methodologies, may not be cited as precedent by any

parties in future Commission proceedings.

Iv.
ORDERS

THE COMMISSION ORDERS:
1. The fTerms of the Parties’ Settlement Letter are

approved, subject to the Commisslion’s clarifications regarding the
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treatment of the Management Audit savings commitment in the
PBR Docket, and consistent with the specific determinations set
forth above.

2 . Hawaiian Electric shall prepare revised tariffs,
as needed, consistent with this final Decision and Order and shall
file them with the Commission, with coples served on the
Consumer Advocate, within fifteen (15) days of this final Decision
and Order for the Commission’s review and approval.

B The Commission’s approval of the Settlement Letter,
or any methodologies wused by the Parties 1n reaching the
Settlement Letter, may not be cited as precedent 1in any future

Commission proceeding.

DONE at Honolulu, Hawaii OCTOBER 22, 2020

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

v ] /a\.»/« M WM«

es P. Griffin, Chai Jehnife . Potter, "Commissioner

APPROVED AS TO FORM:

By »>C
WM/ %;Wv Leodolc\ff R. Asunci@r., Commissioner
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'Mark Kaetsu
Commission Counsel
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