
PUBLIC UTILITIES COMMISSION

STATE OF HAWAII

ANNUAL REPORT
(HAW. REV. STAT. § 269-5)

FISCAL YEAR 2010-11

NOVEMBER 2011



TABLE OF CONTENTS

I. EXECUTIVE SUMMARY..................................................................... 5

II. INTRODUCTION.................................................................................. 7
A. DIAGRAM OF RESPONSIBILITY............................................................................... 8

III. COMMISSION HISTORY AND COMMISSIONERS........................ 9
A. HISTORY ......................................................................................................................... 9

B. COMMISSIONERS ......................................................................................................... 9

C. ADMINISTRATION AND OFFICES.......................................................................... 11

IV. GOALS AND OBJECTIVES OF COMMISSION............................. 12
A. PRIMARY PURPOSE................................................................................................... 12

B. LONG-TERM GOALS.................................................................................................. 12

C. SHORT-TERM GOALS................................................................................................ 12

V. CLEAN ENERGY LEGISLATIVE MANDATES.............................. 13
A. RENEWABLE PORTFOLIO STANDARDS.............................................................. 13

B. NET ENERGY METERING ........................................................................................ 15

C. PUBLIC BENEFITS FEE ............................................................................................. 17

D. ENERGY EFFICIENCY PORTFOLIO STANDARDS............................................. 21

VI. ADMINISTRATIVE UPDATE ........................................................... 22
A. FISCAL INFORMATION............................................................................................. 23

VII. REGULATORY ISSUES AND PROCEEDINGS .............................. 26
A. DOCKET PROCEEDINGS .......................................................................................... 26

B. MAJOR REGULATORY ISSUES............................................................................... 28

C. ELECTRICITY AND ENERGY PROCEEDINGS .................................................... 29

D. GAS PROCEEDINGS ................................................................................................... 46

E. TELECOMMUNICATIONS PROCEEDINGS .......................................................... 47

F. PRIVATE WATER AND SEWAGE UTILITIES PROCEEDINGS ........................ 50

G. MOTOR CARRIERS PROCEEDINGS ...................................................................... 52

H. WATER CARRIERS PROCEEDINGS....................................................................... 57

VIII. ENFORCEMENT ACTIVITIES.................................................. 60
A. COMPLAINT RESOLUTION...................................................................................... 60

B. MOTOR CARRIER CITATIONS ............................................................................... 64

IX. INQUIRIES.......................................................................................... 65



X. HAWAII ONE CALL CENTER.......................................................... 66

XI. UTILITY COMPANY OPERATIONS, CAPITAL
IMPROVEMENTS, AND RATES ...................................................... 68

A. UTILITY COMPANY OPERATIONS........................................................................ 68

B. FORECASTED CAPITAL IMPROVEMENTS ......................................................... 74

C. RATES OF MAJOR UTILITY COMPANIES ............................................................. 0

XII. UTILITY COMPANY PERFORMANCE........................................... 85
A. ELECTRIC UTILITIES EFFICIENCY AND SERVICE QUALITY...................... 85

B. TELECOMMUNICATIONS SERVICE QUALITY MEASUREMENTS............. 110

XIII. LEGISLATION ENACTED BY 2011 LEGISLATURE
AFFECTING PUBLIC UTILITIES................................................. 119

A. 2011 LEGISLATIVE MEASURES RELATING TO THE PUBLIC UTILITIES
COMMISSION:............................................................................................................ 119

B. OTHER 2011 LEGISLATIVE MEASURES RELATING TO UTILITIES .......... 121

XIV. FEDERAL ISSUES AND ACTIVITIES ...................................... 122
A. FEDERAL UNIVERSAL SERVICE FUND (“USF”) ELIGIBLE

TELECOMMUNICATIONS CARRIERS (“ETC”) – ANNUAL
RECERTIFICATION.................................................................................................. 122

B. PROPOSED AMENDMENTS TO UNITED STATES CLEAN AIR ACT
EMISSIONS RULES AFFECTING FOSSIL FUEL-BASED ELECTRIC POWER
PLANTS ........................................................................................................................ 123

XV. PREVIEW FISCAL YEAR 2011-12 ................................................. 125



Public Utilities Commission Annual Report 2010-11
State of Hawaii Page 1

TERMS AND ACRONYMS USED HEREIN

“ACEEE” – American Council for an Energy-Efficient Economy

“AMI” – Advanced Metering Infrastructure

“ARMIS” – Automated Reporting Management Information System

“ARRA” – American Recovery & Reinvestment Act of 2009

“ASA” - Average Service Availability

“btu” - British thermal unit

“CAIDI” - Customer Average Interruption Duration Index

“CESP” – Clean Energy Scenario Planning

“CETC” – Competitive Eligible Telecommunications Carrier

“CFL” – Compact Fluorescent Light

“C&I” – Commercial & Industrial

“CI” – Customer Interruptions

“CID” – Customer Interruption Duration

“CIP” – capital improvement project

“CIS” – Customer Information System

“CFR” - Code of Federal Regulations

“Commission” – Hawaii Public Utilities Commission

“Consumer Advocate” – Hawaii Department of Commerce & Consumer Affairs - Division of
Consumer Advocacy

“CPCN” - certificate for public convenience and necessity

“DOE” – Department of Energy

“DSL” - Digital Subscriber Line

“DSM” - Demand Side Management

“ECAC” – Energy Cost Adjustment Clause

“EE” – energy efficiency

“EEPS” – Energy Efficiency Portfolio Standards

“EGUs” – Electric Utility Steam Generating Units
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“EPA” - Environmental Protection Agency

“ERAC” – Energy Rate Adjustment Clause

“ETC” – Eligible Telecommunications Carrier

“FCC” - Federal Communications Commission

“FIT” – feed-in tariff

“FY” – Fiscal Year”

“HAP” – Hazardous Air Pollutants

“HAR” – Hawaii Administrative Rules

“HECO” – Hawaiian Electric Company, Inc.

“HELCO” – Hawaii Electric Light Company, Inc.

“HRS” – Hawaii Revised Statutes

“HSCCCA” – Hawaii State Certified Common Carriers Association

“HT” – Hawaiian Telcom, Inc.

“HTSC” – Hawaiian Telcom Services Company, Inc.

“ICA” – Intermediate Court of Appeals

“IF” – Independent Facilitator

“ILEC” – Incumbent Local Exchange Carrier

“IO” – Independent Observer

“IRP” - Integrated Resource Planning

“KIUC” – Kauai Island Utility Cooperative

“kV” – kilovolts

“kw” – kilowatts

“kwh” – kilowatt hour

“LSFO” – Low Sulfur Fuel Oil

“MATS” - Mercury and Air Toxics Standards

“M&V” – Measurement & Verification

“MECO” – Maui Electric Company, Limited

“MPU” – Molokai Public Utilities, Inc.
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“MSFO” – Medium Sulfur Fuel Oil

“MW” – Megawatts

“MWh” – Megawatt hour

“NARUC” – National Association of Regulatory Utility Commissioners

“NEM” – Net Energy Metering

“OOS” – Out of Service

“PBF” – Public Benefits Fee

“PPA” – purchase power agreement

“PUC” – Public Utilities Commission

“PGV” – Puna Geothermal Venture

“PV” - Photovoltaic

“PY” – Program Year

“RAM” – Revenue Adjustment Mechanism

“RBA” – Revenue Balancing Account

“RCx” – Retro Commissioning

“REI” – Renewable Energy Infrastructure

“REIP” – Renewable Energy Infrastructure Program

“RFP” – request for proposal

“RFS” – request for services

“RICE NESHAP” - Reciprocating Ignition Combustion Engines National Emission Standards for
Hazardous Air Pollutants

“RPS” – Renewable Portfolio Standards

“RSWG” – Reliability Standards Working Group

“SAIC” – Science Applications International Corporation

“SAIDI” - System Average Interruption Duration Index

“SAIFI” - System Average Interruption Frequency Index

“SBRRB” - Small Business Regulatory Review Board

“SLH” – Session Laws of Hawaii
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“SNG” – synthetic natural gas

“SOP” – Statement of Position

“Special Fund” – Hawaii Public Utilities Commission Special Fund

“USF” – Universal Service Fund

“TAG” – Technical Advisory Group

“TGC” – The Gas Company

“TIER” – Times Interest Earned Ratio

“TPA” – Third Party Administrator

“TRB” – Total Resource Benefit

“TRS” – Telecommunications Relay Services

“WCPSC” – Western Conference of Public Service Commissioners

“WMTB” – Western Motor Tariff Bureau, Inc.

“WTI” – West Texas Intermediate

“YB” – Young Brothers, Limited

“YTD” – Year-to-Date
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I. EXECUTIVE SUMMARY

This Annual Report is prepared pursuant to Section 269-5, Hawaii Revised
Statutes (HRS), and is one of the few opportunities for the Hawaii Public Utilities
Commission (Commission) to publicly share its goals and objectives, update its
accomplishments, track data and trends in a comprehensive way, and shed light on the inner
workings of the Commission through a summarization of key regulatory proceedings. To reflect
the most current information where possible, please note that summaries of regulated utility
reports, financial, and budget information reflect the State’s fiscal year ended June 30, 2011,
i.e., Fiscal Year (“FY”) 2011. Discussions of dockets or other proceedings before the
Commission reflect a status as of November 15, 2011.

The Commission is responsible for regulating 220 utility companies, 4 water carriers,
680 passenger carriers and 582 property carriers in the State (Section II.A. Diagram of
Responsibility). During the FY, the Commission opened 369 new dockets relating to those
regulated utilities and transportation companies, completed and disposed of 363 dockets from its
total case load, and issued 846 decisions and orders (Section VII.A. Docket Proceedings).

In addition to the Commission’s traditional duty to oversee and regulate public utilities to
ensure the provision of essential and reliable service at just and reasonable rates, the Legislature
has entrusted the Commission with increased authority and discretion in implementing the State’s
clean energy policies. Three major legislative mandates, the Renewable Portfolio Standard, the
Energy Efficiency Portfolio Standard and the Public Benefits Fee are key energy policies driving
the Commission (Section V. Clean Energy Legislative Mandates). Given the State’s overall
desire to promote clean energy policies to stabilize Hawaii’s economy and move towards energy
independence, the majority of the Commission’s time and resources are devoted to this sector.

As the high cost of energy reverberates in every sector of Hawaii’s economy, the
Commission is working aggressively to review fixed priced contracts in an effort to “delink”
electricity prices from oil costs and provide ratepayers with stable, long-term, and predictably
priced contracts. However, the most cost-effective means of providing relief to the electricity
consumer is through energy efficiency and conservation.

According to the American Council for an Energy-Efficient Economy’s (ACEEE)
2011 State Energy Efficiency Scorecard, Hawaii is ranked twelfth in energy efficiency for a
second year. The annual scorecard, in its fifth year, is a comprehensive ranking of states based
on metrics capturing best practices and effective leadership in energy efficiency policy and
program implementation. In the amount of electricity the state actually saved, Hawaii ranked third
in terms of overall energy savings and tenth for its energy efficiency program and policies. The
state scored zero points in the natural gas category because there is no natural gas service in
Hawaii. As such, the inability to rate the state in that category, dropped Hawaii’s overall ranking
from ten to twelve.

To view the ACEEE report in its entirety, go to http://aceee.org/research-report/e115.

Public utilities, like the customers they serve and the society and economy in which they
operate, continue to undergo significant changes due to rapid developments in technology,
markets, economic conditions, consumer needs and environmental concerns. The Commission
is not a static and reactive structure and acknowledges these changing conditions and the need
to update regulatory practices and approaches to develop the requisite knowledge and skill sets
to timely address and align the performance of regulated entities to serve the public interest in the
most efficient and cost-effective manner. Therefore, adequate staffing and resources are of
critical importance to the Commission’s ability to carry out its statutory duties.
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In response to Act 143, Session Laws of Hawaii 2006, the Commission conducted an
in-depth review of its organization to develop a comprehensive plan to restructure and
supplement the Commission and its resources to function more effectively and efficiently in light
of, among other matters, changing regulatory conditions, duties, and requirements, and advances
in technology. In FY 2011, the Commission, for the first time since the approval of its
reorganization plan enacted in Act 177, Session Laws of Hawaii 2007, was appropriated funding
for all positions recommended within the plan, increasing the Commission’s total full-time,
permanent position count to 62. However, a key component to the reorganization plan, the
relocation of the Commission’s entire Oahu office, was not approved. The relocation of the
Commission’s office is required to accommodate all existing and newly created reorganization
positions and to meet the Commission’s specific needs for a hearing room and adequate
document storage space. Therefore, due to lack of adequate space, the Commission prioritized
and focused on four (4) key reorganization positions to recruit for while backfilling existing
positions. This, unfortunately, resulted in the Commission having to refrain from recruiting for
seventeen (17) funded positions.

The Public Utilities Commission Special Fund (“Special Fund”) is used to cover the
operating expenses of the Commission and Consumer Advocate. The Special Fund sources of
income include public utility fees, motor carrier fees, penalties and interest, application and
intervention filing fees, Hawaii One Call Center fees and duplication fees. For FY 2011, the
regulated utilities and transportation carriers paid $15,785,126 in public utility fees and
$1,253,281 in motor carrier fees, respectively. The total revenues of the Commission’s
Special Fund were $17,165,178 for FY 2011.

Pursuant to Section 269-33, HRS, any amount over $1,000,000 remaining in the
Special Fund at the end of each fiscal year is transferred to the State’s general fund. For
FY 2011, an excess balance of $9,755,240 from the Special Fund was transferred to the general
fund. This excess balance amount transfer includes the balance of the moneys appropriated
through Act 180, SLH 2010, the 2010 Appropriations Act (Section VI.A. Fiscal Information).

In FY 2011, the Commission’s ARRA grant allowed for the staffing of two (2) temporary
positions and twenty (20) training opportunities attended by a total of 116 staff (many staff
attended more than one training opportunity). Commission staff, through these training
opportunities, increased their technical knowledge specifically in the evolving electricity industry
and was fortunate enough to be trained by experts from entities such as the National Association
of Regulatory Utility Commissioners (NARUC), New Mexico State University’s Center for Public
Utilities, National Regulatory Research Institute, U. S. Department of Energy, Michigan State
University Institute of Public Utilities, National Renewable Energy Laboratory, and Sandia
National Laboratories, among others.

As we enter FY 2012, the Commission continues to put a high priority on technical staff
training in addition to a renewed focus on strategic planning in establishing the Commission as a
key policy leader and driver, particularly in the area of energy, and to fulfill the Commission’s
primary purpose as an effective regulator to align the performance of regulated companies with
the public interest.
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II. INTRODUCTION

The Public Utilities Commission of the State of Hawaii submits this Annual Report
pursuant to Section 269-5, Hawaii Revised Statutes (HRS). This report summarizes the
Commission’s accomplishments, state its goals and objectives and track data and trends in a
comprehensive way. Typically, the report would cover the fiscal year from July 1, 2010 to
June 30, 2011. As this is one of the few opportunities for the Commission to publicly share and
shed light on the inner workings of the Commission, to reflect the most current information where
possible, the summarization of key regulatory dockets, discussion on other proceedings before
the Commission and other narratives are as of November 15, 2011. Regulated utility reports,
financial, and budget information reflect the State’s fiscal year ending June 30, 2011, i.e.,
Fiscal Year (“FY”) 2011.

The Commission is responsible for regulating all chartered, franchised, certificated, and
registered public utility companies that provide electricity, gas, telecommunications, private water
and sewage, and motor and water carrier transportation services in the State. The Commission
has statutory authority to establish and enforce applicable state statutes, administrative rules and
regulations, and to set policies and standards.

It also oversees the administration of a one call center that provides advance warning to
excavators of the location of subsurface installations in the area of an excavation in order to
protect those installations from damage; and the public benefits fee surcharge, established in
2010, which is used to fund and support energy efficiency programs and services implemented by
an independent third party administrator on the islands of Oahu, Maui, Molokai, Lanai, and
Hawaii.

Public utilities, like the customers they serve and the society and economy in which they
operate, continue to undergo significant changes due to rapid developments in technology,
markets, economic conditions, consumer needs and environmental concerns. The Commission
is not a static and reactive structure and acknowledges these changing conditions and the need
to update regulatory practices and approaches to develop the requisite knowledge and skill sets
to timely address and align the performance of regulated entities to serve the public interest in the
most efficient and cost-effective manner to provide customers with reliable services at reasonable
rates.

In addition to the Commission’s traditional duty to oversee and regulate public utilities to
ensure the provision of essential and reliable service at just and reasonable rates, the Legislature
has entrusted the Commission with increased authority and discretion in implementing the State’s
clean energy policies. Three major legislative mandates, the Renewable Portfolio Standard, the
Energy Efficiency Portfolio Standard and the Public Benefit Fee are key energy policies driving
the Commission. Given the State’s overall desire to promote clean energy policies to stabilize
Hawaii’s economy and move towards energy independence, the majority of the Commission’s
time and resources are devoted to this sector.

As described in greater detail herein, the Commission has aggressively sought to
implement the State’s energy policy through the implementation of net energy metering,
feed-in-tariffs, renewable energy infrastructure surcharge program, decoupling, third party
administration of energy efficiency programs, energy efficiency portfolio standards framework,
and an update of the integrated resource planning process to incorporate clean energy scenario
planning, among other matters.

Again, despite these additional policy-making and implementation duties, the
Commission’s traditional duty to oversee and regulate public utilities so that they provide reliable
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service at just and reasonable rates to protect consumers remain, and the Commission must
continue to balance its traditional regulatory duties with the need to implement energy policy.

A. DIAGRAM OF RESPONSIBILITY

The Commission is responsible for regulating all chartered, franchised, certificated, and
registered public utility companies that provide electricity, gas, telecommunications, private water
and sewage, and motor and water carrier transportation services in the State of Hawaii. The
Commission has statutory authority to establish and enforce applicable state statutes,
administrative rules and regulations, and to set policies and standards.
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III. COMMISSION HISTORY AND COMMISSIONERS

A. HISTORY
The Commission was established in 1913 by Act 89, SLH 1913, as a part-time,

three-member body with broad regulatory oversight and investigative authority over all public
utility companies doing business in the Territory of Hawaii. This act, amended over the years and
codified in Chapter 269, HRS, is the basis for utility regulation in Hawaii. The Commission’s
authority to regulate various classifications of motor carriers of passengers and property is
derived from the Hawaii Motor Carrier Law (Chapter 271, HRS) enacted in 1961. Responsibility
for all commercial water transportation carriers of persons and property within the State is derived
from the Hawaii Water Carrier Act of 1974 (Chapter 271G, HRS). Chapter 6-61, “Rules of
Practice and Procedure before the Public Utilities Commission,” of the Hawaii Administrative
Rules (“HAR”) sets forth general procedural requirements for intervention and participation in
proceedings before the Commission. Other HARs and general orders of the Commission set
forth the standards, rules, and other procedures governing electric, gas, telecommunications,
private water and sewage, and motor and water carrier transportation services.

Today, the Commission is a full-time body comprised of three (3) Commissioners. The
Governor, with the consent of the State Senate, appoints the Commissioners. They each serve
six-year terms on a staggered basis.

B. COMMISSIONERS

Hermina M. Morita, Chair1

Hermina M. Morita was appointed to the Public Utilities Commission
and named Chair of the Commission on February 3, 2011 by
Governor Neil Abercrombie for a term to expire on June 30, 2014.
Upon her confirmation on March 14, 2011, Chair Morita resigned
from her position in the State of Hawaii House of Representatives
representing East and North Kauai to Chair the Commission on
March 15, 2011. She served as a Legislator for fifteen years,
thirteen years as the Chair of the House Energy & Environmental
Protection Committee. Prior to her experience as a Legislator,
Chair Morita worked as a business manager in the retail,
construction and visitor sectors. She also served on the
Kauai Planning Commission and Kauai Police Commission.

1Chair Morita fills the vacancy created through the resignation of Commission Leslie H.
Kondo on January 10, 2011.
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Carlito P. Caliboso, Commissioner2

Carlito P. Caliboso was appointed to the Public Utilities
Commission by Governor Linda Lingle on April 30, 2003. In 2004, he
was reappointed to a full term through June 30, 2010. In 2010, he
was reappointed to another term, which he may serve through
April 29, 2015. He served as Chairman of the Commission from
April 2003 to March 2011.

Commissioner Caliboso is a member of the Board of Directors
of the National Association of Regulatory Utility Commissioners
(“NARUC”), which is an association representing the State public
service commissioners who regulate essential utility services

throughout the country. He served as President of the Western Conference of Public Service
Commissioners ("WCPSC") from 2008-2009. From 2004 to 2009, Commissioner Caliboso
served two terms on the Federal Communication Commission's ("FCC") Intergovernmental
Advisory Committee (“IAC”), which is comprised of 15 elected and appointed officials of
municipal, county, state, and tribal governments, most recently as the Vice Chair of the IAC. In
2010, the FCC appointed him to its FCC-State Joint Conference on Advanced
Telecommunications Services.

Prior to joining the Commission, Mr. Caliboso practiced law in Hawaii for over 11 years.
His primary areas of practice were in business and transactional matters. Commissioner
Caliboso earned a Bachelor of Business Administration degree from the College of Business
Administration at the University of Hawaii with a double major in Finance and in Management in
1984; a Juris Doctor degree from the William S. Richardson School of Law at the University of
Hawaii in 1991, and an Executive MBA degree from the Shidler College of Business at the
University of Hawaii in 2009.

John E. Cole, Commissioner

John E. Cole was appointed to the Commission by
Governor Linda Lingle on April 24, 2006 for a term to expire on
June 30, 2012.

Prior to his appointment, Commissioner Cole served as
Executive Director of the Division of Consumer Advocacy of the
Hawaii State Department of Commerce and Consumer Affairs. In
May 2005, Commissioner Cole was appointed as a member of the
FCC’s Consumer Advisory Committee to advise the FCC on
consumer issues within the FCC’s jurisdiction and to facilitate the
participation of consumers in proceedings before the FCC. He is also

a member of NARUC and serves on NARUC’s Committee on Energy Resources and the
Environment, and the Committee on Consumer Affairs. In 2010, Commissioner Cole accepted an
invitation to participate in the State Energy Efficiency Action Network working group on Customer
Information and Behavior.

Commissioner Cole earned a bachelor’s degree in biology from UH-Manoa and a
law degree from Washington University School of Law.

2Mr. Caliboso resigned from the Commission effective September 1, 2011. This vacancy
was filled on September 15, 2011 through an interim appointment by Governor Neil Abercrombie
when Michael E. Champley was appointed as Commissioner subject to Article V, Section 6 of the
Constitution of the State of Hawaii.
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C. ADMINISTRATION AND OFFICES
The Commission is comprised of three commissioners and, as of June 30, 2011, a staff

of 39 employees. These employees include an administrative director, attorneys, engineers,
auditors, researchers, investigators, neighbor island representatives for Kauai, Maui County and
Hawaii, documentation staff, and clerical staff. The Commission has four offices located
throughout the State:

OAHU: Public Utilities Commission
Kekuanaoa Building
465 South King Street, #103
Honolulu, HI 96813
Phone: (808) 586-2020
Fax: (808) 586-2066

KAUAI: PUC Kauai District Office
3060 Eiwa Street, #302-C
Lihue, HI 96766
Phone: (808) 274-3232
Fax: (808) 274-3233

MAUI: PUC Maui District Office
State Office Building #1
54 S. High Street, #218
Wailuku, HI 96793
Phone: (808) 984-8182
Fax: (808) 984-8183

HAWAII: PUC Hawaii District Office
688 Kinoole Street, #106-A
Hilo, HI 96720
Phone: (808) 974-4533
Fax: (808) 974-4534

Email: Hawaii.PUC@hawaii.gov
Web: www.hawaii.gov/budget/puc/

For administrative purposes, the Commission is placed under the Department of Budget
and Finance.3

3Haw. Rev. Stat. §§ 26-8, 26-35, 269-2, as amended.
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IV. GOALS AND OBJECTIVES OF COMMISSION

As we enter FY 2012, the Commission continues to put a high priority on technical staff
training in addition to a renewed focus on strategic planning in establishing the Commission as a
key policy leader and driver, particularly in the area of energy, and to fulfill the Commission’s
primary purpose as an effective regulator to align the performance of regulated companies with
the public interest. These strategic planning sessions will not be scheduled until early 2012,
therefore, the description of the Commission’s primary purpose, long-term and short-term goals
have not been revised since the last year’s annual report.

A. PRIMARY PURPOSE
The Commission’s primary purpose is to ensure that regulated companies efficiently and

safely provide their customers with adequate and reliable services at just and reasonable rates,
while providing regulated companies with a reasonable opportunity to earn a fair rate of return.

B. LONG-TERM GOALS
Modernize and re-organize the Commission as needed to adapt to changes in

technology, markets, economic conditions, consumer needs, and environmental concerns to
improve the efficiency and effectiveness of the Commission.

Foster and encourage competition or other alternatives where reasonably feasible in an
effort to provide consumers with meaningful choices for services at lower rates that are just and
reasonable.

Promote and encourage efficient and reliable production and delivery of all utility
services. Promote and encourage efficient and reliable electricity generation, transmission and
distribution.

Promote and encourage the use of alternative, renewable, and clean energy resources
for the production of electricity to increase the efficiency, reliability, and sustainability of electricity
generation and supply for consumers.

Assist in creating an environment conducive for healthy economic growth and stability in
the public interest.

C. SHORT-TERM GOALS
Increase the transparency of the regulatory process and public access to the

Commission to ensure that the Commission efficiently, independently, fairly, and impartially
regulates public utilities.

Streamline and modernize the regulatory process whenever reasonably feasible to
increase the efficiency of the Commission and regulated utilities.

Re-evaluate and update internal Commission staff procedures to increase the efficiency
and effectiveness of Commission activities.
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V. CLEAN ENERGY LEGISLATIVE MANDATES

A. RENEWABLE PORTFOLIO STANDARDS

Today’s Renewable Portfolio Standards (“RPS”) requirements, as codified in Hawaii
Revised Statutes (“HRS”) §§ 269-91 through 269-95 call for each electric utility company selling
electric power in Hawaii to meet a graduated RPS plan culminating at forty percent of net
electricity sales by December 31, 2030. RPS is defined in local statute as “the percentage of
electrical energy sales that is represented by renewable electrical energy,” where “renewable
electrical energy” is currently defined for RPS purposes as both electrical energy generated from
renewable energy sources and electrical energy savings from either renewable displacement
technologies, off-set technologies, or energy efficiency technologies. However, the law states
that electrical energy savings from any technology source will no longer be eligible to count
toward meeting a utility’s RPS requirements starting January 1, 2015. Significant provisions of
Hawaii’s RPS law are included:

§269-92 Renewable portfolio standards.

(a) Each electric utility company that sells electricity for consumption
in the State shall establish a renewable portfolio standard of:

(1) Ten per cent of its net electricity sales by December 31,
2010;

(2) Fifteen per cent of its net electricity sales by
December 31, 2015;

(3) Twenty-five per cent of its net electricity sales by
December 31, 2020; and

(4) Forty per cent of its net electricity sales by December 31,
2030.
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For the docket proceeding discussing the most recent developments concerning RPS
see Section VII.C.1.a “Renewable Portfolio Standards Law – Docket No. 2007-0008.”

Power Purchase Agreements approved since July 1, 2010

Docket No. Island Project Size Technology
2010-0179 Kauai Kapaa Solar 1 MW Solar
2010-0279 Maui Kaheawa II 21 MW+Battery Wind
2010-0307 Kauai Poipu Solar, LLC 3 MW Solar
2011-0051 Oahu Kalaeloa Solar II 5 MW Solar
2011-0060 Maui Auwahi Wind Energy LLC 21 MW + Battery Wind

Total 51 MW

Power Purchase Agreements filed this year and pending before the Commission
as of November 2011

Docket No. Island Project Size Technology
2011-0015 Oahu IC Sunshine LLC (solar PV farm

in Campbell Industrial Park)
5 MW Solar

2011-0040 Big Island Puna Geothermal Expansion 8 MW Geothermal
2011-0032 Kauai Green Energy Team LLC 6.7 MW Biomass
2011-0180 Kauai McBryde Sugar 6 MW Solar + Battery
2011-0185 Oahu Kapolei Sustainable Energy Park 1 MW Solar
2011-0224 Oahu Kawailoa Wind 70 MW Wind

Total 96.7 MW
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B. NET ENERGY METERING

In 2001, Hawaii first enacted a Net Energy Metering law that was set in HRS §§ 269-101
through 269-111 in order to provide the legal framework to allow electric utility customers with
personal electric generation capacity to feed excess energy back to electric utilities. Significant
portions of Hawaii’s current Net Energy Metering law are included below:

§269-102 Standard contract or tariff; rate structure.

(a) Every electric utility shall develop a standard contract or tariff
providing for net energy metering and shall make this contract
available to eligible customer-generators, upon request, on a
first-come-first-served basis until the time that the total rated
generating capacity produced by eligible customer-generators
equals .5 per cent of the electric utility's system peak demand;
provided that the public utilities commission may modify, by rule
or order, the total rated generating capacity produced by eligible
customer-generators; provided further that the public utilities
commission shall ensure that a percentage of the total rated
generating capacity produced by eligible customer-generators
shall be reserved for electricity produced by eligible residential or
small commercial customer-generators. The public utilities
commission may define, by rule or order, the maximum capacity
for eligible residential or small commercial customer-generators.
Notwithstanding the generating capacity requirements of this
subsection, the public utilities commission may evaluate, on an
island-by-island basis, the applicability of the generating capacity
requirements of this subsection and, in its discretion, may
exempt an island or a utility grid system from the generating
capacity requirements.

(b) Each net energy metering contract or tariff shall be identical, with
respect to rate structure, to the contract or tariff to which the
same customer would be assigned if the customer was not an
eligible customer-generator. The charges for all retail rate
components for eligible customer-generators shall be based
exclusively on the eligible customer-generator's net kilowatt-hour
consumption over a monthly billing period. Any new or additional
demand charge, standby charge, customer charge, minimum
monthly charge, interconnection charge, or other charge that
would increase an eligible customer-generator's costs beyond
those of other customers in the rate class to which the eligible
customer-generator would otherwise be assigned are contrary to
the intent of this section, and shall not form a part of net energy
metering contracts or tariffs.

(c) The public utilities commission may amend the rate structure or
standard contract or tariff by rule or order.

For the docket proceeding discussing the most recent developments concerning Net
Energy Metering see Section VII.C.1.d “Net Energy Metering – Docket No. 2006-0084.”
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Current Net Energy Metered Systems Installed as of November 2011

Island NEM Installed Size (MW)
Oahu 29.8
Hawaii Island 7
Maui 7.11
Lanai .05
Molokai .64
Kauai 2.8

Total 47.4

Current Feed in Tariff in queue as of November 2011 – Total 35.44 MW

System Tier 1 MW Tier 2 MW
HECO .421 29.1
MECO .096 3.3
HELCO .027 2.5

Total .544 34.9
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C. PUBLIC BENEFITS FEE

The Legislature has expressly provided for the use of demand-side management fees
initiated by the Commission and collected by local electric utilities, which today makes up
Hawaii’s Public Benefits Fee (“PBF”) law under HRS §§ 269-121 through 269-125. Today’s
PBF law, in relevant part, is included:

§269-121 Public benefits fee authorization.

(a) The public utilities commission, by order or rule, may require that
all or a portion of the moneys collected by Hawaii's electric
utilities from its ratepayers through a demand-side management
surcharge be transferred to a third-party administrator contracted
by the public utilities commission. The moneys transferred shall
be known as the public benefits fee.

(b) The public benefits fee shall be used to support energy-efficiency
and demand-side management programs and services, subject
to the review and approval of the public utilities commission.
These moneys shall not be available to meet any current or past
general obligations of the State; provided that the State may
participate in any energy-efficiency or demand-side management
programs and services on the same basis as any other electric
consumer.

For the docket proceeding discussing the most recent developments concerning the
PBF see Section VII.C.1.f “Third Party Administration of Energy Efficiency Programs – Docket
No. 2007-0323.”

As of June 30, 2011, Hawaii Energy completed its second program year. Preliminary
Highlights Results of the PY 2010 are presented below and are subject to Evergreen’s
independent review.

According to Hawaii Energy’s report, “Ratepayers receiving the incentives invested
$99.7M of their own money to implement the rebated measures. The total customer energy
savings (unverified at present) from these rebated measures was 142.2 GWh, with a cost savings
of $48.1M shown in Table 1. Over the lifetime of the rebated measures, the customer energy
savings would be 1,417 GWh, with a cost savings of $473.2M, yielding a 474% return on
investment (in 2010 dollars at 2010 electric rates).”

In their draft PY 2010 Annual Report, Hawaii Energy discussed the relationship of
Customer, System, and Program Level Savings. The three levels are used to show how energy
and demand savings are credited at the customer’s meter (Customer Level Savings), at the utility
system generation level (System Level Savings) and at the PBFA Contract level (Program Level
Savings).

1. Customer Level Savings (Gross at Meter) – This savings figure
is the gross change in energy consumption at the customer
meter that results directly from program-promoted actions taken
by program participants. The savings are determined by direct
metering, engineering calculations, or measurement and
verification of prior installations of the particular savings
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measure. This is the savings level defined in the Program’s
Technical Resource Manual (TRM).

2. System Level Savings (Gross Generated) – This savings figure
is realized at the utility system level and includes the
transmission, distribution and generation station energy losses
between the end-use customer and the utility generating units.
System Level Savings has been termed Gross Level Savings in
previous reports.

3. Program Level Savings (Net Generated) - This savings figure
shows the amount of energy reductions determined to be directly
attributed to PBFA Program actions by separating out the
impacts that are a result of other influences, such as consumer
self-motivation or free-riders. Free-riders are rate-payers or
participants who received an incentive and/or education by the
Program, but the incentive and/or education did not play a role in
their decision to purchase the savings measure. These
rate-payers would have taken action or purchased the energy
efficient item regardless of the Program and therefore, program
level savings removes their participation. The Net-to-Gross
adjustment figure for PY 10 operations across all programs and
counties is 73%.

PY 2010 Annual Report

In the table below, Customer Level Savings are reflected in the PY 2010 Customer
Energy Cost Savings, while in the table that reflects the Cumulative Annual Electric Savings,
Program Level Savings are shown.

PY 2010 Customer Energy Cost Savings
(based on October 2011 Effective Rates)

First Year Energy Customer Energy Cost Savings

County Total Cost Savings kWh $/kWh
Honolulu $ 35,483,899 110,185,820 $ 0.322
Hawaii $ 6,821,574 16,143,096 $ 0.423
Maui $ 5,781,730 15,832,399 $ 0.365
Total $ 48,087,203 142,161,315 $ 0.338

Equipment Lifetime Energy Customer Energy Cost Savings

County Total Cost Savings kWh $/kWh
Honolulu $ 362,869,498 1,135,476,497 $ 0.320
Hawaii $ 54,460,705 128,750,744 $ 0.423
Maui $ 55,887,132 152,439,811 $ 0.367
Total $ 473,217,335 1,416,667,052 $ 0.334

Under its contract with the Commission, Hawaii Energy agreed to the following performance
indicators for PY 2010:
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Cumulative Annual Electric Energy Savings

The targets for the residential and business (C&I) categories were 71,245,000 kWh and
61,370,000 kWh, respectively. In PY 2010, Hawaii Energy reported achieving 80% of the
residential target and 95% of the C&I target. Savings goals would have been exceeded
using past savings per measure figures, however, savings per lamp for compact
fluorescents (CFL) were reduced by 40% this year based on recent nationwide M&V
studies.

Peak Demand

The Peak Demand target was designed to encourage Hawaii Energy to achieve superior
levels of peak summer demand savings (sum across all measures of the energy savings
occurring weekdays between 5pm and 9 pm during the months of August to November
divided by the number of hours in that period). The target for PY 2010 was 23,126 kW;
Hawaii Energy reported achieving 17,011 kW. The reduction in CFL savings as
discussed above also contributed to Hawaii Energy’s reduced peak demand results.

Total Resource Benefit (TRB)

The TRB is designed to encourage Hawaii Energy to maximize energy-related and other
resource benefits by implementing energy efficient measures and projects that provide
persistent energy and demand savings.

The PY 2010 TRB target was set at $148,596,954; Hawaii Energy reported a TRB of
$134,710,809.

Broad Participation-Island Equity

The Commission included this performance indicator to ensure program benefits accrue
to each Island commensurate with contributions from each Island to the PBF. The
PY 2010 target was set “to create direct customer energy savings within 20% of the
proportion of each County’s total contribution to the PBF in PY 2010;” Hawaii Energy
reported 104%, 85% and 91% for Oahu, Maui County and Hawaii County, respectively.

Market Transformation

The Market Transformation performance indicator was designed to encourage lasting
change with regard to how energy is used in businesses and residences. The PY 2010
target included State demonstration projects; implementation of a Retro-commissioning
program and the development of at least four (4) partnerships with non-profits and
community organizations that can carry energy efficiency goals into the community.
Hawaii Energy reported no State demonstration projects; the successful implementation
of a Retro-commissioning program and the development of five (5) community
partnerships.
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Key Performance Metrics

PY 2010
Actual

PY 2010
Targets

YTD % of
Target

PY 2010

Annual Energy Savings Impacts (Net Generation
Level)
Residential (MWh) 56,908 71,245 80%
Business (MWh) 58,066 61,370 95%
Peak Demand (kW) 17,011 23,126 74%
TRB $134,710,809 $148,596,954 91%

Island Equity
Oahu (kWh) 89,420,180 85,913,509 104%
Maui County (kWh) 12,708,774 14,921,344 85%
Hawaii County (kWh) 12,845,058 14,139,158 91%

Market Transformation (Applications Completed)
State Demonstration Projects 0 10 0%
Launch Retro Commission (RCx)
Program Completed 100%
Community Partnerships 5 4 125%

PY 2010 Program Financials:

For the program year ended June 30, 2011, Hawaii Energy reported expensing just over
$5 million in program administration expenses, while distributing in excess of $13 million in
residential and C&I incentives.

Financials

PY 2010
Actual

PY 2010
Targets

YTD % of
Target PY

2010
Total Non-Incentives¹ $5,054,077 $5,092,150 99%
Total Incentives $13,675,272 $15,025,382 91%
Total Program Costs $18,729,349 $20,117,532 93%

¹Total Non Incentive Billed and Budgets reflect the deduction of performance
incentive fees for the award pool ($700,000).

Source: Hawaii Energy preliminary PY 2010 Performance Award Claim Summary
11/1/11.

Additional information may be found on the Hawaii Energy website at www.hawaiienergy.com
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D. ENERGY EFFICIENCY PORTFOLIO STANDARDS

The State’s Energy Efficiency Portfolio Standards (“EEPS”) law is set out in HRS
§ 269-96. EEPS is a standard or set of standards used to measure the reduction of electricity
usage in the State through energy efficiency programs, such as demand reduction programs and
device efficiency upgrades. The EEPS law holds as follows:

[§269-96] Energy-efficiency portfolio standards.

(a) The public utilities commission shall establish energy-efficiency portfolio
standards that will maximize cost-effective energy-efficiency programs
and technologies.

(b) The energy-efficiency portfolio standards shall be designed to achieve
four thousand three hundred gigawatt hours of electricity use reductions
statewide by 2030; provided that the commission shall establish interim
goals for electricity use reduction to be achieved by 2015, 2020, and
2025 and may also adjust the 2030 standard by rule or order to
maximize cost-effective energy-efficiency programs and technologies.

(c) The commission may establish incentives and penalties based on
performance in achieving the energy-efficiency portfolio standards by
rule or order.

(d) The public utilities commission shall evaluate the energy-efficiency
portfolio standard every five years, beginning in 2013, and may revise
the standard, based on the best information available at the time, to
determine if the energy-efficiency portfolio standard established by this
section remains effective and achievable. The commission shall report
its findings and revisions to the energy-efficiency portfolio standard,
based on its own studies and other information, to the legislature no later
than twenty days before the convening of the regular session of 2014,
and every five years thereafter.

(e) Beginning in 2015, electric energy savings brought about by the use of
renewable displacement or off-set technologies, including solar water
heating and sea-water air-conditioning district cooling systems, shall
count toward this standard.

For the docket proceeding discussing the most recent developments concerning EEPS
see Section VII.C.1.b “Energy Efficiency Portfolio Standards Law – Docket No. 2010-0037.”
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State University Institute of Public Utilities, National Renewable Energy Laboratory (NREL), and
Sandia National Laboratories (SNL), among others.

In FY 2012, the Commission continues to put a high priority on attending and planning
expert technical training in electricity and other areas under the Commission’s jurisdiction. In
FY 2012 and beyond, technical staff training, in addition to a renewed focus on strategic planning,
and the ability to fully utilize Special Fund to advance the interest of the public utility ratepayer
and enhance the performance of Hawaii’s regulated utilities, is and will continue to be critical in
establishing the Commission as a key policy leader and driver, particularly in the area of energy,
and to fulfill the Commission’s primary purpose as an effective regulator to align the conduct of
regulated companies with the public interest.

A. FISCAL INFORMATION

All unspent funds, less $1,000,000, lapse to
the General Fund on July 1

HRS 269-33(d)

$

Sources of Revenue
Public utility fees, motor carrier fees,
penalties and interest, and application fees.

Executive
Branch

DCCA

Special Fund
Legislature
authorizes the
budget
appropriations

CA

$

$

PUC$

B&F

The PUC is administratively attached
to the Dept. of Budget and Finance
and must seek approval for all
expenditures and hires.
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The Public Utilities Commission Special Fund (“Special Fund”) is used to cover the
operating expenses of the Commission and Consumer Advocate. The Special Fund’s sources of
income include public utility fees, motor carrier fees, penalties and interest, application and
intervention filing fees, Hawaii One Call Center fees and duplication fees. For the Fiscal Year,
the regulated utilities and transportation carriers paid $15,785,126 in public utility fees and
$1,253,281 motor carrier fees, respectively. The total revenues of the Commission’s
Special Fund were $17,165,178.

The expenses of the Commission include personnel costs and other current expenses.
The Commission’s other major current expenses include transfers from its Special Fund to the
Consumer Advocate to fund its operations.

For the Fiscal Year, the Commission received an appropriation of $9,249,331 for
personnel services and other current expenses as shown in the table below. Allotments for the
Commission’s personnel services expenses were $3,913,770 for 51 authorized permanent
positions. The Commission was allotted $5,335,561 for other current expenses. The
Commission’s other current expenses allotment included $2,169,331 that was transferred to the
Consumer Advocate to cover its operating expenses and $858,259 that was transferred to
Central Services pursuant to Section 36-37, HRS.
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The Commission also received the following appropriations out of the Special Fund as
shown in the table below:

FY 2010-11 FY 2010-11
Appropriation Allotment

Personnel Services $ 3,913,770 $ 3,913,770
Other Current Expense 5,335,561 5,335,561

Total $9,249,331 $9,249,331

Pursuant to Section 269-33, HRS, any amount over $1,000,000 remaining in the
Special Fund at the end of each fiscal year is transferred to the State’s general fund. For the
Fiscal Year, an excess balance of $9,755,240 from the Special Fund was transferred to the
general fund. This excess balance amount includes the balance of the moneys appropriated
through Act 180, SLH 2010 (2010 Appropriations Act).
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VII. REGULATORY ISSUES AND PROCEEDINGS

A. DOCKET PROCEEDINGS

As of July 1, 2010, 154 pending dockets were carried over from prior years, and 369 new
dockets were opened during the Fiscal Year. Thus, during the Fiscal Year, a total of 523 dockets
were before the Commission for review and consideration. Of the 523 dockets, 363 or
approximately 69 per cent of the dockets were completed by the end of the Fiscal Year.

As of June 30, 2011, 160 dockets were pending, including 40 dockets carried over from
years prior to the Fiscal Year and 120 dockets that were opened during the Fiscal Year.

The following table summarizes the Commission’s dockets over the past three (3) fiscal
years.

DOCKETS FILED, COMPLETED AND PENDING
FISCAL YEARS 2008-09, 2009-10 AND 2010-11

FY 09 FY 10

Utilities
Begin
FY 09 Opened Closed

Pending
end FY 09

Begin
FY 10 Opened Closed

Pending
end FY 10

Electric 58 32 28 62 62 32 42 53
Gas 2 0 0 2 2 1 1 2
Telecom 25 47 41 31 31 57 77 11
Private Water 24 12 9 27 27 5 22 10

Subtotal 109 91 78 122 122 96 142 76

Transportation
Motor Carrier 142 240 238 144 144 233 302 75
Water Carrier 5 7 7 5 5 1 4 2

Sub Total 147 247 245 149 149 234 306 77

Petroleum 0 0 0 0 0 0 0 0
One Call Center 1 0 1 1 1 0 0 1

Total 257 338 324 271 271 330 448 154
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FY 11

Utilities
Begin
FY 11 Opened Closed

Pending
end FY 11

Electric 53 36 44 45
Gas 2 2 1 2
Telecom 11 68 58 21
Private Water 10 6 4 12

Subtotal 76 112 107 81

Transportation
Motor Carrier 75 254 255 74
Water Carrier 2 3 1 4

Sub Total 77 257 256 78

Petroleum 0 0 0 0
One Call Center 1 0 0 1

Total 154 369 363 160

FY 03 FY 04 FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 FY 11

Opened 439 391 371 344 510 370 338 330 369
Closed 394 294 575 377 571 315 324 448 363
Pending 349 446 242 209 202 257 271 154 160
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B. MAJOR REGULATORY ISSUES

The Commission is responsible for regulating 220 utility companies or entities (4 electric,
1 gas, 177 telecommunications, and 38 water and sewer companies), 4 water carriers
680 passenger carriers and 582 property carriers in the State. During the fiscal year, the
Commission opened 369 new dockets relating to those regulated utilities and transportation
companies, completed and disposed of 363 dockets from its total case load and issued
846 decisions and orders relating to new dockets and to those carried over from prior years.

During the Fiscal Year, key proceedings in the electric utility area included the
Commission’s examination of issues relating to Decoupling; Feed-in Tariffs; a competitive bidding
process for firm renewable energy for Oahu and Maui; a competitive bidding process for
renewable energy for Oahu; and the amendment of the Commission’s framework for Integrated
Resource Planning. The electric utilities requested approval of a number of power purchase
agreements with independent power providers, which were approved by the Commission. In
addition, the Commission reviewed the following electric utility rate increase cases: HECO’s
requests for general rate increases for the 2009 calendar test year and the 2011 calendar test
year; HELCO’s request for 2010 calendar test year rate case; MECO’s 2010 calendar test year
rate case; and KIUC’s request for 2010 calendar test year rate case.

In the gas utility area, the Commission completed its examination of the application for
general rate increase filed by The Gas Company for the 2009 calendar test year.

In the telecommunications area, the Commission approved the applicable portions of the
Plan of Reorganization filed by Hawaiian Telcom Communications, Inc. with the U.S. Bankruptcy
Court for the District of Hawaii.

In the water carrier transportation area, the Commission considered the application for
authority to provide service by Pasha Hawaii Transport Lines as well as Young Brothers,
Limited’s request for 2011 calendar test year rate increase.

In the water and wastewater public utility area, applications for rate increases and for new
or amended authority were reviewed by the Commission.

The following sections highlight significant Commission proceedings.
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C. ELECTRICITY AND ENERGY PROCEEDINGS
The Commission regulates four electric utility companies or entities engaged in the

production, purchase, transmission, distribution, and sale of electric energy in the State: HECO,
serving the island of Oahu; MECO, serving the islands of Maui, Lanai, and Molokai; HELCO,
serving the island of Hawaii (collectively, “the HECO Companies”); and Kauai Island Utility
Cooperative (“KIUC”), serving the island of Kauai. MECO and HELCO are wholly owned
subsidiaries of HECO, which is in turn a wholly owned subsidiary of Hawaiian Electric Industries,
Inc.

1. COMMISSION PROCEEDINGS

a. RENEWABLE PORTFOLIO STANDARDS LAW
Docket No. 2007-0008

In January 2007, the Commission opened an investigation pursuant to Act 162,
SLH 2006, which amended Hawaii’s Renewable Portfolio Standards (“RPS”) Law, codified as
Hawaii Revised Statutes §§ 269-91 – 269-95 to examine the appropriate penalty framework for
non-compliance with the RPS.

In December 2007, the Commission approved a framework for RPS to govern electric
utilities’ compliance with the RPS. It also denied a proposal by the parties for the implementation
of a Renewable Energy Infrastructure (“REI”) Program, including a temporary REI Surcharge,
which was proposed by the HECO Companies. Instead, the Commission determined that it
would open a separate docket to examine the proposed REI Program. At the same time, the
Commission decided to further examine the subject of penalties on electric utilities that fail to
meet the RPS and required the utilities to file supplemental briefs on the matter.

In December 2008, the Commission approved a penalty of $20 for every megawatt-hour
(“MWh”) that an electric utility is deficient under Hawaii’s RPS Law. In the Commission’s
discretion, this penalty may be reduced based on the factors listed in HRS § 269-92(d) and in the
RPS Framework, Section III.C.5. Any RPS penalties assessed against the HECO Companies for
failure to meet the RPS shall go into the account established for the public benefits fees and shall
not be recovered through rates. Any RPS penalties assessed against Kauai Island Utility
Cooperative (“KIUC”) shall be paid into the Commission’s special fund and may be recovered
from its members or ratepayers.

In March 2011, KIUC filed its RPS Status Report for the year ending December 31, 2010,
that indicated that renewable energy resources and energy savings supplied 12.39% of
KIUC’s net electricity sales during the 2010 calendar year. This result exceeded the 2010 RPS
mandate of 10%.

In May 2011, the HECO Companies submitted their RPS Status Report for the
2010 calendar year. This report indicated that the HECO Companies achieved a consolidated
RPS of 20.7% in 2010. This was an increase from the 19.0% achieved in 2009 and was primarily
the result of additional energy efficiency (“EE”) demand-side management implemented in
2010 and increased installations of solar water heating and photovoltaic systems. Thus, the
HECO Companies May 2011 Status Report showed that they exceeded the 2010 RPS
compliance percentage of 10% required by the RPS Law. The HECO Companies noted,
however, that achieving higher RPS percentages beyond 2010 will have its challenges since the
current RPS Law, which became effective on July 1, 2009, will not allow the electrical energy
savings from EE and solar water heating technologies to count towards the RPS from January 1,
2015 (the 2015 RPS target is 15%, the 2020 RPS target is 25%, and the 2030 RPS target is
40%).
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b. ENERGY EFFICIENCY PORTFOLIO STANDARDS LAW
Docket No. 2010-0037

In March 2010, the Commission instituted an investigation to examine establishing
energy efficiency portfolio standards (“EEPS”) for the State of Hawaii, pursuant to Act 155,
Session Laws of Hawaii 2009 (“Act 155”) and HRS § 269-96. Act 155, as codified in
HRS § 269-96 requires, among other things, that the Commission establish EEPS “designed to
achieve four thousand three hundred gigawatt hours of electricity use reductions statewide by
2030; provided that the commission shall establish interim goals for electricity use reduction to be
achieved by 2015, 2020, and 2025 and may also adjust the 2030 standard by rule or order to
maximize cost-effective energy-efficiency programs and technologies.”

Pursuant to a Stipulated Procedural Schedule filed in the docket, the parties held a series
of Informational Workshops in the Fall of 2010; the Commission hosted Technical Sessions in
May and August 2011; the Commission’s consultant submitted on August 5, 2011 a proposal for
“A Framework for Energy Efficiency Portfolio Standards” for the parties review and comment; and
Final Statements of Position were filed by the parties on August 29, 2011.

A Commission decision is expected by December 31, 2011.

c. COMPETITIVE BIDDING PROCESS

i. COMPETITIVE BIDDING PROCESS FOR
RENEWABLE ENERGY ON OAHU
Docket No. 2007-0331

The Commission opened this docket in October 2007 to receive filings, review approval
requests, and resolve disputes, if any, related to Hawaiian Electric Company’s proposal to
competitively bid approximately 100 megawatts (“MW”) of non-firm renewable energy for the
island of Oahu. Hawaiian Electric submitted two applications as a result of this proceeding: (1) in
February 2011, approval of a purchase power agreement with Kalaeloa Solar Two, LLC for output
produced by a 5 MW solar photovoltaic project; and (2) in September 2011, approval of a
purchase power agreement with Kawailoa Wind, LLC for output from a 69 MW wind energy
project.

ii. COMPETITIVE BIDDING PROCESS FOR FIRM
GENERATING CAPACITY ON MAUI
Docket No. 2011-0038

The Commission opened this docket in February 2011 to receive filings, review approval
requests, and resolve disputes, if any, related to Maui Electric Company’s plan to proceed with a
competitive bidding process to acquire up to approximately 50 MW of new, renewable, firm,
dispatchable capacity generation resources on the island of Maui, with an initial increment coming
on line in the 2015 time frame. Maui Electric is actively preparing the draft request for proposal,
which will be filed with the Commission near the end of 2011 and reviewed by the Commission’s
consultant, the Independent Observer, as well as by the public.

iii. COMPETITIVE BIDDING PROCESS FOR FIRM
GENERATING CAPACITY ON OAHU
Docket No. 2011-0039

The Commission opened this docket in February 2011 to receive filings, review approval
requests, and resolve disputes, if any, related to Hawaiian Electric’s plan to proceed with a
competitive bidding process to acquire up to approximately 300 MW of new, renewable firm,
dispatchable capacity generation resources on the island of Oahu, with the initial increments
coming on line in the 2016 time frame and the remainder over the following two years. Hawaiian


