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APPLICATION 

TO THE HONORABLE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF HAWAU: 

HAWAIIAN ELECTRIC COMPANY, INC. ("HECO"), HAWAII ELECTRIC LIGHT 

COMPANY, INC. ("HELCO") and MAUI ELECTRIC COMPANY, LIMITED ("MECO"), 

individually "Company" and collectively referred to as the "Companies" or "Hawaiian Electric 

Companies", respectfully request that the Public Utilities Commission of the State of Hawaii 

("Commission") (1) find it reasonable for each Company to establish a two-year Photovoltaic 

("PV") Host Pilot Program ("Program") which would target the cumulative installation of 8 

MW, 4 MW, and 4 MW of PV at HECO, HELCO, and MECO, respectively; (2) find that each 

Company's purchased energy rate for the energy to be suppHed by the Program PV systems is 

reasonable; (3) approve each Company's proposed standard form PV Host solar energy purchase 

agreement ("SEPA"); (4) approve the inclusion of the purchased energy charges, and related 

revenue taxes, to be incurred under the SEP As filed pursuant to the PV Host Pilot Program, to 



the extent not included in base rates, in each Company's respective Energy Cost Adjustment 

Clause ("ECAC") pursuant to Section 6-60-6 of the Hawaii Administrative Rules ("HAR"); (5) 

approve the inclusion of the reasonable costs that each Company incurs for interconnection of 

PV systems installed pursuant to the Program in the Renewable Energy Infrastructure Surcharge; 

(6) allow each Company to include the reasonable costs it incurs pursuant to the Program in its 

revenue requirements for ratemaking purposes and for the purpose of determining the 

reasonableness of each Company's rates; (7) approve the commitment of funds in excess of 

$2,500,000 for the PV Host Pilot Program (currently estimated at $10,508,000); and (8) grant 

each Company such other relief as may be just and equitable in the premises. 

Under the PV Host Pilot Program, the utility will lease rooftops or other sites from 

customers ("Hosts") meeting certain criteria and coordinate installation of PV systems by third-

party PV developers/owners. A specific focus of the Program will be to target governmental 

faciUties, including County, State, and Federal sites where appropriate. All PV systems installed 

under the Program will be non-utility owned, and the utiUty will purchase all of the energy 

produced by the PV systems from the PV developers under SEPAs. The Hosts will be paid a 

monthly lease payment based on the total peak capacity ("kWp")' of the PV systems installed at 

the Hosts' site(s) under the Program. Multiple sites may be enrolled by the same Host customer. 

Approval of each Company's Program is intended to facilitate the installation of up to 16 

MW of new PV systems within the Companies' service territories over a two year period, twice 

the total amount of installed PV at the end of calendar year 2008, and potentially provide 

approximately 22 GWh^ of renewable energy each year when fully implemented. The proposed 

' Total peak capacity is ihe collective manufacturer nameplate power rating. 
^ Based on an average capacity factor of approximately 16%. 



Programs will rely solely on non-utility owned PV systems, providing independent solar 

developers and installers substantial business opportunities. The proposed Programs will also 

provide the Companies with valuable experience with larger PV systems of differing types, and 

greater ability to actively monitor and control PV system performance, specifications of PV 

systems, and integration with the utility grid. Finally, by facilitating systematic development of 

larger PV systems on a mass basis, it is anticipated that economies of scale will allow more cost-

effective acquisition of PV energy for ratepayers. 

Development of the PV Host Program is acknowledged in the Hawaii Clean Energy 

Initiative ("HCEI") Agreement (the "HCEI Agreement"), executed October 20, 2008 by the 

Hawaiian Electric Companies, the State of Hawaii, and the Division of Consumer Advocacy of 

the Department of Commerce and Consumer Affairs ("Consumer Advocate"). The PV Host 

Program is described in the Solar Opportunity section of the HCEI Agreement (HCEI 

Agreement, pages 12-13). Additional information on the HCEI Agreement is provided in 

Section III of this Application. 

The proposed PV Host Programs will also provide valuable cost information and project 

development experience for consideration in the future development of a feed-in tariff for larger 

PV projects, should feed-in tariffs be adopted by the Companies pursuant to a Commission order. 

A discussion of how the proposed Programs may interact with the development of a feed-in tariff 

is provided in Section III. 

To facilitate Commission review, this Application is organized in the following manner: 

Section III - PV Host Pilot Program Objectives and Regulatory Context 

Section IV - Program Overview 

Section V - Program Justification 



Section VI - Host Site Selection 

Secfion VII - Competitive Solicitation of PV Systems 

Secfion VIII - Key Provisions of the SEPA 

Section IX - Interconnection and System Integrafion 

Secfion X - Program Costs and Budget 

Secfion XI - Financial Compliance 

Section XII - Proposed Accounting and Ratemaking Treatment 

Secfion XIII - Financial Information 

Secfion XIV - Energy Cost Adjustment Clause 

Section XV - General Order No. 7 

Section XVI - Summary 

L 

HECO, whose principal place of business and whose execufive offices are located at 

900 Richards Street, Honolulu, Hawaii, is a corporafion duly organized under the laws of the 

Kingdom of Hawaii on or about October 13, 1891, and is now exisfing under and by virtue of the 

laws of the State of Hawaii. HECO is an operating public utility engaged in the production, 

purchase, transmission, distribufion, and sale of electricity on the island of Oahu. 

HELCO, whose principal place of business and whose executive offices are located at 

1200 Kilauea Avenue, Hilo, Hawaii, is a corporation duly organized under the laws of the 

Republic of Hawaii on or about December 5, 1894, and is now exisfing under and by virtue of 

the laws of the State of Hawaii. HELCO is an operating public ufility engaged in the production, 

purchase, transmission, distribution, and sale of electricity on the island of Hawaii. 
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MECO, whose principal place of business and whose executive offices are located at 210 

Kamehameha Avenue, Kahului, Hawaii, is a corporation duly organized under the laws of the 

Territory of Hawaii on or about April 28, 1921, and is now exisfing under and by virtue of the 

laws of the State of Hawaii. MECO is an operafing public utility engaged in the production, 

purchase, transmission, distribufion, and sale of electricity on the islands of Maui; the 

production, transmission, distribution, and sale of electricity on the island of Molokai; and the 

production, distribution, and sale of electricity on the island of Lanai. 

II. 

Correspondence and communications in regard to this applicafion should be addressed to: 

Dean Matsuura 
Manager, Regulatory Affairs 
Hawaiian Electric Company, Inc. 
P. O. Box 2750 
Honolulu, Hawaii 96840 

Copies of such correspondence and communications should be sent to: 

Rod S. Aoki, Esq. 
Alcantar & Kahl LLP 
33 New Montgomery Street, Suite 1850 
San Francisco, CA 94105 

HI. 

PV HOST PILOT PROGRAM OBJECTIVES AND REGULATORY CONTEXT 

1. Objecfives 

By this Application, the Companies respectfully request approval for their respective PV 

Host Pilot Programs, pursuant to which they propose to develop a variety of PV systems on 

eligible utility customer-owned sites as a regulated utility service. The proposed Programs are 

intended to (1) facilitate the implementation of larger PV systems in a way that benefits all of the 



Companies' respective customers, specifically by creating economies of scale with expected 

stabilized-energy cost reduction benefits through an aggregafion process whereby multiple 

facilities and associated PV system sites will be combined together for bidding purposes, (2) 

provide the Companies with the opportunity to gain experience with a variety of PV technologies 

and applications, (3) provide a tesfing platform for the collection of PV system data and the 

associated exploration of grid integration strategies, (4) simplify the process of acquiring PV 

systems for customers who value the ufility's ability to appropriately manage these power system 

and associated energy agreement procurement processes, (5) expand the mechanisms available to 

customers interested in adopfing this technology, (6) expand the utilities' interactions with the 

Hawaii PV industry in a way that will increase the industry's opportunities for additional 

business, leading to the development of collaborative relafionships that will ulfimately help in 

collecfively addressing potential policy and technical issues that may arise as PV technology 

becomes further employed on the grid, and, (7) expand the quanfity, quality, and scale of 

renewable resources added to the utility systems and as such, contribute to the Companies' and 

the State's objectives to reduce dependency on imported fuel oil and to pursue more 

environmentally friendly means of meeting the State's growing energy needs. In addifion, this 

Program could complement and serve the same objectives of the proposed Net Energy Metering 

("NEM") Pilot Program (see Decision and Order No. 24089 filed March 13, 2008, in Docket No. 

2006-0084). This Program could also provide valuable informafion to be considered in the 

development of a feed-in tariff for PV projects of similar sizes. 

The Program is discussed in further detail in Part IV. 



2. Hawaii Clean Energy Inifiafive ("HCEI") 

On January 28, 2008, the State of Hawaii and the U.S. Department of Energy signed a 

memorandum of understanding ("MOU") establishing the HCEI, which provided in part: 

It is esfimated that Hawaii can potentially meet between 60 and 70 percent 
of its future energy needs from clean, renewable energy sources. However, 
achieving this level market of penetrafion will require substantive 
transformation of the financial, regulatory, legal, and institutional systems 
that govern energy planning and delivery within the State. 

As a result of the MOU, the state created working groups to address, among other things: 

(1) the use of renewable energy at remote locafions; (2) transmission and distribufion 

improvements, grid management improvements, and energy storage to ensure that the existing 

and future infrastructure facilitates optimal use of renewable energy resources and readily adapts 

to and incorporates new developments in system planning and transmission technologies while 

maintaining system reliability; (3) the development of innovafive public and private financing 

vehicles for alternative energy sources and clean energy technologies at the state and county 

levels; and (4) design and enactment of comprehensive regulatory mechanisms that provide 

appropriate incentives for all stakeholders in the energy supply chain to proactively transition to 

a renewable energy-based future. 

On October 20, 2008, the Governor of the State of Hawaii, the Department of Business, 

Economic Development and Tourism, the Division of Consumer Advocacy of the Department of 

Commerce and Consumer Affairs, and the Hawaiian Electric Companies executed the HCEI 

Agreement, which documents a course of action to make Hawaii more energy independent, and 

recognizes the need to maintain the Hawaiian Electric Companies' financial health in order to 

achieve that objecfive. 

A product of the HCEI, the HCEI Agreement is a commitment on the part of the State 



and the Companies to accelerate the addition of new, clean resources on all islands in the 

Companies' service area; to transition the Companies away from a model that encourages 

increased electricity usage; and to provide measures to assist consumers in reducing their 

electricity bills. (See HCEI Agreement at 1-2.) 

The PV Host Pilot Program is proposed as a pilot to evaluate customer and PV industry 

receptiveness to a ufility sponsored opfion to facilitate the integration of larger PV systems. The 

proposed Program is a reasonable step in the State's movement towards renewable energy and 

self-sufficiency. The proposed Program is specifically included in the HCEI Agreement as one 

of the opfions to facilitate the development of PV energy: 

8. In order to provide customers a third option, the Hawaiian Electric Companies shall facilitate 
the development of photovoltaic (PV) energy by submitting an application to the PUC for a 
"PV Host Program" by March 31, 2009 of this agreement being signed (sic). This PV Host 
program will consist of the following elements: 

o Contracting to use a customer site, both commercial and residential, for the installation of 
a PV system. The site owner may be a part owner of the system. As consideration for 
providing a PV generation site, the site owner may receive a site rental payment and/or use 
a portion of the PV energy generated at their site. 

o The Hawaiian Electric Companies will competitively procure the installation of the 
systems, which can be owned by a third party and/or the utility. 

o In the case of third party owned systems, the utility may purchase PV energy at a standard 
rate. That rate shall not be linked to avoided cost and is intended to provide long-term 
stable pricing. The initial rate shall be set based on a competitive solicitation done by the 
utility before the submission of the PV Host program application. The standard rate may 
be changed, subject to PUC approval, based on changes in tax laws and rebates, changes in 
PV system costs, and other developments in PV services. 

o The Hawaiian Electric Companies may purchase the PV system and add the system cost to 
the utility's rate base, as long as the cost of the system is at or below the level established 
by the PUC. 

o The Hawaiian Electric Companies shall stmcture the program to acquire PV energy as 
efficiently as possible, with priority given to sites, which accommodate large amounts of 
PV. Attributes of these sites as well as relevant information from known candidate sites 
will be identified in the program design and in the PV Host program application that will 
be filed with the PUC. 



o Should federal legislation be altered so that the utilities may claim tax credits, the value of 
such tax credits shall be passed through to ratepayers in the form of lower rate based asset 
costs or other mechanism. 

o In these PV Host installations, the Hawaiian Electric Companies are responsible for 
integrating the energy into the utility's system. 

o Such PV Host systems can be targeted toward customers, such as the Department of 
Education facilities and other State buildings and properties. 

9. Once the program is approved by the Commission, the cost of acquiring PV energy, including 
but not limited to site rental payments, site improvements, interconnection, purchased energy, 
and PV Host program administration shall be paid for by all ratepayers. The estimated 
program cosls and cost recovery mechanism will be provided in the program design and 
application that will be filed for Commission approval. 

(See HCEI Agreement Section 4, "The Solar Opportunity", and Exhibit B.) 

The proposed Program is substanfially consistent with the HCEI Agreement, with the 

excepfions that (1) requests for proposals to establish the initial Program energy payment rates 

will be issued upon approval of the Program and idenfificafion of participafing Host sites, (2) the 

Host customers will receive a site lease payment only, and will not have the option to purchase 

the PV energy generated, and (3) the Program will rely solely on non-ufility owned PV systems. 

In addition, this pilot program will focus on the government sector and to a lesser extent, the 

commercial sector, as the PV system sizes proposed for the Program are not applicable to 

residential and small commercial applicafions. 

3. Function of Program Relative to Other PV Development Mechanisms 

There are currently a number of program or policy mechanisms that provide for or 

support the adoption of PV technology in Hawaii, many of which directly involve the utility 

from a programmatic standpoint and all involving the utility from an interconnection perspective 

(i.e. except off-grid applicafions). These mechanisms include the availability of state and federal 

tax credits and accelerated depreciation allowance for PV system owners, the competitive 
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