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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

PUBLIC UTILITIES COMMISSION Docket No. 2007-0323

Instituting a Proceeding to Order No. 2 3 6 8 1
Investigate the Issues and
Requirements Raised by, and
Contained in, Hawaii’s Public
Benefits Fund, Part VII of
Chapter 269, Hawaii Revised
Statutes '

' N e e et S Nt e e Nt Nt St

ORDER

By this Order, the commission initiates an
investigation to examine the issues and requirements raised by,

and contained in, Part VII of Chapter 269, Sections 269-121,

et seqg., Hawaii Revised Statutes (“HRS”) pertaining to Hawaii'’s
Public Benefits Fund. In particular, the commission initiates
this proceeding to select a Public Benefits Fund (“PBF”)

Administrator (“PBF Administrator”) and to implement a new market
structure for Energy Efficiency Demand-Side Management (“Energy

Efficiency DSM”)' programs pertaining to HAWAIIAN 'ELECTRIC

'For the purposes of this Order, the term “Energy Efficiency”
will refer to the savings of energy usage; the term “Load
Management” will refer to direct control or management of the
load; and the term “Demand-Side Management” or  “DSM” will refer
to Energy Efficiency and Load Management collectively.
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COMPANY, INC. (“HECO") , HAWAIT ELECTRIC LIGHT COMPANY, INC.
(“HELCO”),3 and MAUT ELECTRIC COMPANY, LTD. (“MECO")4
(collectively, the “HECO Companies”), pursuant to HRS §§ 269-121,

et seq., and Hawaii Administrative Rules (“HAR”) § 6-61-71.

I.
Background
In Docket No. 05-0069 (the “Energy Efficiency Docket”),
the commission examined which market structure may be the most
appropriate for providing DSM programs. By Decision and Order
No. 23258, filed on February 13, 2007, in Docket No. 05-0069
(*Decision and Order No. 23258”), the commission determined,

inter alia, that all of the HECO Companies’ Energy Efficiency DSM

programs  shall transition = from the HECO Companies to a

third-party administrato¥ by January 2009, unless otherwise

HECO is a Hawaii corporation and a public utility as defined
by HRS § 269-1. HECO was initially organized under the laws of
the Kingdom of Hawaii on or about October 13, 1891. HECO 1is
engaged in the production, purchase, transmission, distribution,
and sale of electricity on the island of Oahu in the State of
Hawaii (“State”).

HELCO is a Hawaii corporation and a public utility as
defined by HRS § 269-1. HELCO was initially organized under the
laws of the Republic of Hawaii on or about December 5, 1894.
HELCO is engaged in the production, purchase, transmission,
distribution, and sale of electricity on the island of Hawaii in
the State of Hawaii.

‘MECO is a Hawaii corporation and a public utility as defined
by HRS § 269-1. MECO was initially organized under the laws of
the Territory of Hawaii on or about April 28, 1921. MECO is
engaged in the production, purchase, transmission, distribution,
and sale of electricity on the island of Maui; the production,
transmigsion, distribution, and sale of electricity on the island
of Molokai, and the production, distribution, and  sale of
electricity on the island of Lanai in the State of Hawaii.



ordered by the commission.’ As described in Decision and Order
No. 23258, the commission expects that the transition to a
third-party administrator will (1) “remove the perceived inherent
conflict between a utility’s desire to generate revenues and
income, andr Energy Efficiency measures that serve to decrease
sales and defer the need for additional plant inveStment”;
(2) “facilitate the introduction of innovative Energy Efficiency
programs to the State, resulting in greater customer choice,
increased participation levels, and higher overall energy
savings”; and (3) “improve the cost-effectiveness of
administering DSM programs.”®

In addition, by Decision and Order No. 23258, the
commission determined that it shall establish a PBF and appoint a
fund administrator to operate and manage the programs under the
PBF, pursuant to HRS §§ 269-121, et seqg.’ In Decision and Order
No. v23258, the commission stated that it *“will open another
docket to select a PBF administrator and to refine the details of
the new market structure.”® Accordingly, the commission is
opening this docket, pursuant to HRS §§ 269-121, et seq., and

consistent with its discussion in Decision and Order No. 23258.

°See Decision and Order No. 23258, at 35. The commigsion
also determined that the HECO Companies’ Load Management programs
shall be excluded from the third-party administrator’s area of
responsibility. See id.

‘Decision and Order No. 23258, at 35-36.
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ee Decision and Order No. 23258, at 141.

*Decision and Order No. 23258, at 140.



IT.

Discussion

A.

Investigative Authority

The commission initiates this docket pursuant to
HRS 8§ 269-121, et seq., and HAR § 6-61-71. As described herein,
HRS § 269-121 authorizes the commission to establish a PBF, and
HRS § 269-122 authorizes the commission to appoint a
PBF Administrator. In addition, HAR § 6-61-71 provides that the
commission may, at any time, investigate matters subjeét to its
jurisdiction.9 Accordingly,‘ pursuant to the above-mentioned
authorities, the comhission initiates this docket to investigate
the issues and requirements raised by, and contained in, HRS

§§ 269-121, et seq.

B.
Parties
Since they have information that will assist the
commission in this investigation, the commission, sua sponte,
names as parties to this proceeding, HECO, HELCO, MECO, and the
DIVISION OF CONSUMER ADVOCACY, DEPARTMENT OF COMMERCE AND.

CONSUMER AFFAIRS (“Consumer Advocate”).'®

HAR § 6-61-71, Commission investigation, states that “[t]lhe
commission may at any time investigate matters subject to its
jurisdiction.”

“The Consumer Advocate is an ex officio party to this docket
pursuant to HRS § 269-51 and HAR § 6-61-62.



At this time, the commission i1s uncertain as to the
interests of the other parties and participants of the Energy
Efficiency Docket. Rather than naming those entities as parties
to this proceeding, the commission will serve them with a copy of
this Order initiating this proceeding. If those entities are
interestéd in participating in this proceeding, they may file a
motion to intervene or to participate without intervention, as

described in section II.D., infra.

C.
Purpose of Investigation
Through this docket, the commission intends to examine
the issues and requirements raised by, and contained in, HRS
§§ 269-121, et seq. These issues include, but are not limited

to:

1.
Establishment of the PBF
HRS § 269—1Zi authorizes the commission to establish a
PBF to “be used to support energy-efficiency and [DSM] programs
and services.” Once the PBF is established, the PBF will collect
ratepayer money through a surcharge that shall be known as the

il

“Public Benefits Fee. In addition, the commission “may

'See HRS §§ 269-121(b). Currently, the electric utilities
administer their own Energy Efficiency and Load Management
programs, for which they recover program costs through the DSM
surcharge component of the Integrated Resource Planning (“IRP”)
Cost Recovery Provision on the ratepayers’ billing statements.



redirect all or a portion of the funds collected through the
current .[DSM] surcharge by Hawaii’s electric utilities into a
[PBF].""

The commission intends to establish the PBF in
conjunction with or in preparation for 'the transition to a
third-party administrator. . Consistent with Decision and
Ordef No. 23258, the commission intends that the PBF surcharge
shall be used to fund Energy Efficiency DSM  program

administration by a third-party administrator.®

Furthermore, as
indicated in Decision and Order No. 23258, until thevtransition
to the third-party administrator is complete, the HECO Companies

shall be entitled to recover utility-incurred costs in the manner

described in Decision and Order No. 23258.%

2.

Request For Proposal or Other Appropriate Procedure

HRS § 269-122 provides that if the commission
establishes a PBF, the commission “shall appoint a fund
administrator to operate and manage any programs established
under [HRS] section 269-[121]."

In the commission’s preliminary wvision for Energy
Efficiency DSM program implementation wunder a third-party

administrator, the commission stated that it plans to draft and

“See HRS § 269-121(a).
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issue a Request for Proposals (“RFP”) to solicit bids for a PBF
Administrator.” The commission envisioned that:
The RFP will, among other things, request that

bidders propose new or improved DSM programs,
consistent with the IRP Framework and other

criteria. The commission, through the RFP,
will identify goals and incentives for the PBF
administrator, consistent with the

commission’s determinations in [Decision and
Order No. 23258] and the IRP Framework.
Additionally, the RFP will specify the
standards against which the PBF administrator
will be evaluated and its performance
measured. Finally, the RFP will provide the
scale and scope of commission oversight over
the PBF administrator and the specific
regulatory requirements that will apply to the
PBF administrator. The commission anticipates
that the term of the agreement will be a
period of five (5) years, commencing
January 2009.% ' :

Consistent with the commission’s preliminary vision, the
commission intends to solicit bids for the PBF Administratér
throﬁgh an RFP or other appropriate procedure.

The commission is cognizant that the parties (and
intervenors and participants, if any) may have wvaluable insight
and recommendations with respect to the drafting and issuance of
the RFP or other appropriate document. Therefore, the commission
will, in this docket, provide copies of iﬁs draft RFP or other
appropriate document to the parties (and intervenors and

partidipants, if any), for their comment.

¥See Decision and Order No. 23258, at 141.

*See Decision and Order No. 23258, at 141-42. The IRP
Framework (“*A Framework for Integrated Resource Planning,”
revised May 22, 1992, attached to Decision and Order No. 11630,
filed on May 22, 1992, in Docket No. 6617) provides guidelines
and requirements under which all of Hawaii’s energy utilities
must develop integrated resource plans.



3.

Oualification Requirements of the PBF Administrator

HRS § 269-123(a) requires that the PBF Administrator
“shall satisfy the qualification requirements established by the
[commission] by rule or order.”” HRS § 269-123(a) states that
such qualification requirements *“may include experience and
expertise in: (1) [e]lnergy-efficient and renewable technoldgies
and methods; and (2) ([ildentifying, developing, administering,
and implementing [DSM] and energy-efficiency programs.”

The commission establishes that the gqualification
requirements shall include those listed in HRS § 269-123(a), and
any other qualification requirements set forth in the RFP or
other appropriate document. At this time, the commission is not
establishing the weights that will be applied to each of the
qualification requirements, or whether other experience or
expertise may satisfy certain qualification requirements. These
decisions shall be deferred to the RFP or other appropriate

process.

4.

Duties and Responsibilities of the PBF Administrator

HRS § 269-123(b) requires that the PBF. Administrator’s

duties and responsibilities shall be established by the commission

YHRS § 269-122(b) provides that “the fund administrator
shall not be an electric public utility or an electric public
utility affiliate.”



by rule or oxrder. HRS § 269-123(b) states that such duties and
responsibilities may include:

(1) Identifying, developing, administering,
promoting, implementing, and evaluating
programs, methods, and technologies that
support energy efficiency and [DSM]

programs;
(2) Encouraging the continuance or
improvement of efficiencies made in the
production, delivery, and use of
energy-efficiency and [DSM] programs and
services; ’

(3) Using the energy-efficiency expertise
and capabilities that have developed or
may develop in the State and consulting
with state agency experts; \

(4) Promoting program initiatives,
incentives, and market strategies that
address the needs of persons facing the
most significant barriers to
participation;

(5) Promoting coordinated program delivery,
including coordination with electric
public utilities regarding the delivery
of low-income home energy assistance,
other [DSM] or energy-efficiency
programs, and any utility programs;

(6) Consideration of innovative approaches
to " delivering [DSM] and
energy-efficiency services, including

strategies to encourage third[-]party
financing and customer contributions to
the cost of [DSM] and energy-efficiency
services; and

(7)  Submitting, to the [commission] for
review and approval, a multi-year budget
and planning cycle that promotes program

improvement, program stability, and
maturation of programs and delivery
resources.



In addition, in Decision and Order No. 23258, the commission
stated that “the PBF administrator will be required to actively
participate in the IRP process.””

The commission establishes that the duties and
responsibilities of the PBF Administrator shall include those
listed in HRS § 269-123(b), those described in Decision and Order
No. 23258, and any other duties and responsibilities established
by the commission in the Contract for Goods and Services with the

PBF Administrator, or other appropriate document.

5.

Program Implementation

In the Energy Efficiency Docket, HECO requested that
the HECO Companies be allowed to compete for the implementation
of wvarious EFEnergy Efficiency programs. In Decision and Order
No. 23258, the commission stated, “[als it may be beneficial for
the HECO Companies to be allowed to compete for implementation of
the Energy Efficiency DSM Programs and the [Residential Customer

Energy Awareness] Program, the commission does not foreclose such

¥ The commission also stated:

possibility at this time.”
However, . because the third-party
administrator has yet to be selected, and the
bidding process for program implementation
has yet to be developed, the commission makes
no determination at this time as to any of
the parameters of the HECO Companies’

YDecision and Order No. 23258, at 142.

YDecision and Order No. 23258, at 40.
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eligibility or the  selection criteria that
will be used in awarding program
implementation.®
Upon the selection of the PBF Administrator, the commission
intends, in this docket, to determine whether the HECO Companies

will be allowed to compete for the implementation of the Energy

Efficiency DSM programs.

6.

Transition Plan

HRS § 269-124 states that if the commission establishes
a PBF pursuant to HRS § 269—121, the commission shall “[d]evelop
a transition plan that ensures that: (A) [ultility [DSM] programs
are continued, to the extent practicable, until the transition
vdate; and (B) [t]lhe fund administrator will be able to provide
[DSM].and energy-efficiency services on the transition date[.]”

As described in Decision,and Order No. 23258, until the
PBF Administrator is able to provide Energy Efficiency DSM
services, on or about January 2009, the HECO Companies will be
responsible for administering their commission-approved DSM

t As indicated in Decisionvand Order No. 23258, the

programs .’
commission will provide a transition period to minimize any
breaks in the ;provision of Energy Efficiéncy' programs, and to

ensure that the PBF Administrator will be ready to provide the

Energy Efficiency programs on the transition date. “[Tlhe HECO

*Decision and Order No. 23258, at 40.

“gee Decision and Order No. 23258, at 148.
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Companies are required to cooperate fully and promptly to ensure
that the [transition to the PBF Administrator] is as smooth as
possible for all entities involved .or impacted, particularly
ratepayers.””

Finally, in order to facilitate the ability of the PBF
Administrator to provide Energy Efficiency DSM programs on the
transition date, the commission is considering utilizing the DSM
surcharge component of the IRP Cost Recovery Provision to collect
start-up funds that will be transferred to the PBF, pursuant to
HRS § 269-121(a). The commission intends to allow the parties
(and intervenors and participants, if any) an opportunity to
provide comments on this issue prior to any adjustment of the DSM

surcharge.

7.

Opportunity to Comment

The foregoing constitutes the primary purposes of this
investigative docket and are the primary matters and issues to be
cohsidered and. resolved in this docket. During the course of
this investigation, the parties (and intervenors - and
participants, if any) shall have the opportunity to propose
refinements to the foregoing purposes, matters and issues to be

considered and resolved in this proceeding.

*Decision and Order No. 23258, at 148.
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D.

Procedural Matters

.HAR ch. 6-61, Rules of Practice and Procedure Before the
Public Utilities Commission, will apply to this proceeding. Any
interested individual, entity, agency, or‘community or hmsinesé
organization desiring to intervene as a party or to participate
without intervention in this proceeding shall file a motion to
intervene or participate without intervention not 1later than
twenty (20) days from the date of this Order, pursuant to HAR
ch. 6-61, subch. 4. An individual, entity, agency, or community
or business organization that files a motion to intervene or
participate without intervention is required to disclose whether
it is a pétential bidder to be the PBF Administrator. Motions to
intervene or participate without intervention must éomply with all
applicable rules of HAR éh. 6-61.

Subsequent to determining the parties and participants
in this docket, the commission may issue an order establishing,
among other things, the schedule of proceedings, issues, hearing
date(s), if any, and other procedures needed to govern the
instant proceeding. Alternatively, the.commission may require
the parties (and intervenors and participants, if any) to submit
a stipulated prehearing (or procedural) order for the
commission’s review and approval. |

The commission expects all parties to this proceeding
to participate fully in the development of the necessary
procedures and issues for the orderly <c¢onduct of this

investigatory proceeding, consistent with all applicable State

13



laws and commission rules and regulations. Moreover, if
necessary or appropriate, the parties to this proceeding will be
expected to actively participate in a commission hearing or other

procedures authorized by State law.

ITT.
Orders
THE COMMISSION ORDERS:
1. An investigative proceeding is initiated to select
a PBF Administrator and to refine the details of the néw market
structure, pursuant to HRS §§ 269-121, etkseq.

2. The commission, sua __ sponte, designates - HECO,

HELCO, MECO, and the Consumer Advocate as parties to this
.investigative proceeding.

| 3. Any interested individual, entity, agency, or
-community or business organization desiring to intervene as a
party or to participate without intervention in this proceeding
shall file a motion to intervene or participate without
intervention not later than twenty (20) days from the date of
this Order, pursuant to HAR ch. 6-61, subch. 4. An individual,
entity, agency, or community or business organization that files
a motion to intervene or participate without intervention is
required to disclose whether it is a potential bidder to be the
PBF Administrator. Motions to intervene or ©participate
without intervention must comply with all applicable rules of

HAR ch. 6-61.

14



DONE at Honolulu, Hawaii SEP 26 2007

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAIT
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Carlito P. Caliboso, Chairman
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J?ﬁh e, Commissioner
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Leslie H. Kondo, Commissioner
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Commission Counsel
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CERTIFICATE OF SERVICE

I hereby certify that I have this date served a copy of the

foregoing Order No. 2 3681 upon the following entities, by

causing a copy hereof to be mailed, postage prepaid, and properly

addressed to each such entity.

CATHERINE P. AWAKUNT

EXECUTIVE DIRECTOR

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
DIVISION OF CONSUMER ADVOCACY

P. 0. Box 541

Honolulu, HI 96809

WILLIAM A. BONNET, P.E.

VICE PRESIDENT

GOVERNMENT AND COMMUNITY AFFAIRS
HAWAITIAN ELECTRIC COMPANY, INC.
‘P.0. Box 2750

Honolulu, HI 96840-0001

DEAN MATSUURA

DIRECTOR, REGULATORY AFFAIRS
HAWAIIAN ELECTRIC COMPANY, INC.
P.0O. Box 2750

Honolulu, HI 96840-0001

EDWARD REINHARDT

PRESIDENT |

MAUI ELECTRIC COMPANY, LTD.
P.O. Box 398 :

Kahului, HI 96733-6898

WARREN LEE

PRESIDENT

HAWAII ELECTRIC LIGHT COMPANY, LTD.
P.O. Box 1027

Hilo, HI 96721-1027
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THOMAS W. WILLIAMS, JR., ESQ.
PETER Y. KIKUTA, ESQ.

GOODSILL, ANDERSON, QUINN & STIFEL
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, HI 96813

Counsel for HECO, MECO, and HELCO

RANDALL J. HEE

PRESIDENT AND CEO

KAUAT ISLAND UTILITY COOPERATIVE
4463 Pahee Street, Suite 1
Lihue, HI 96766-2000

TIM BLUME

MANAGER, REGULATORY AFFAIRS
KAUAI ISLAND UTILITY COOPERATIVE
4463 Pahee Street, Suite 1
Lihue, HI 96766-2000

KENT D. MORIHARA, ESQ.
"MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400
Honolulu, HI 96813

Counsel for KIUC

JIM R. YATES
PRESIDENT

THE GAS COMPANY

P.0. Box 3000
Honolulu, HI 96802

STEVEN P. GOLDEN

DIRECTOR EXTERNAL AFFAIRS & PLANNING
THE GAS COMPANY

P.0. Box 3000

Honolulu, HI 86802
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EFACHES

1322 Patterson Avenue, S.E.
Building 33, Floor 3
Room/Cube 33-3002
Washington, DC 20374

RANDALL Y.K. YOUNG, ESQ.

NAVAL FACILITIES ENGINEERING COMMAND PACIFIC
258 Makalapa Drive, Suite 100

Pearl Harbor, HI 96860-3134

Counsel for Department of\the Navy

E. KYLE DATTA

ROCKY MOUNTAIN INSTITUTE
P.0O. Box 390303
- Keauhou, HI 96739

CARL FREEDMAN

HAIKU DESIGN & ANALYSIS
4234 Hana Highway
" Haiku, HI 96708

Consultant for Rocky Mountain Institute

HENRY Q CURTIS

VICE PRESIDENT FOR CONSUMER ISSUES
LIFE OF THE LAND

76 North King Street, Suite 203
Honolulu, HI 96817

RICHARD R. REED

PRESIDENT

HAWAITI SOLAR ENERGY ASSOCIATION
c/o Inter-Island Solar Supply
761 Ahua Street

Honolulu, HI 96819

WARREN S. BOLLMEIER, IT
PRESIDENT

HAWATIT RENEWABLE ENERGY ALLIANCE
46-040 Konane Place, #3816
Kaneohe, HI 96744
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DEPUTY CORPORATION COUNSEL
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COUNTY OF MAUI

200 South High Street
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Counsel for the County of Maui
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ENERGY COORDINATOR
DEPARTMENT OF MANAGEMENT
COUNTY OF MAUI

200 South High Street
Wailuku, HI 96793
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