BEFORE THE PUBLIC UTILITIES COMMISSIONF ’ L E D

OF THE STATE OF HAWAII muy-; p U: Ob

PUBLIC -
COMMia g TIES

Transmittal No. 13-06 (Decoupling) -
4

In the Matter of the Application of
HAWAIIAN ELECTRIC COMPANY, INC.

Effective
Date: June 1, 2013

For approval to modify the Revenue Balancing
Account (“RBA”) Provision and Rate Adjustment
Mechanism Provision Tariffs

R S L N N

I

Hawaiian Electric Company, Inc. (“Hawaiian Electric,” “Applicant” or “Company™) files
this transmttal to revise its Revenue Balancing Account (“RBA™) Provision tariff and its Rate
Adjustment Mechanism (“RAM?”) Provision tariff. In this transmittal the Company proposes to
include language in its tariffs to (1) reflect the modification and effective dates of target revenues
required in the event that there is a need té correct errors in previously filed RAM Revenue
Adjustments or to incorporate adjustments due to subsequent decision and orders issued by the
Commission which change the basis of previously calculated RAM Revenue Adjustments and
(2) reflect the provisions resulting from the Stipulated Settlement (hereinafter defined) approved
in the Commission’s Order No. 31126 Approving, with Clarifications, Stipulated Settlement
Agreement, Filed on January 28, 2013 (“Order No. 31126”), dated March 19, 2013 in Docket
No. 2008-0083 (Hawaiian Electric’s 2009 test year rate case). Hawaiian Electric calculated its
proposed RBA Rate Adjustment, filed in Tariff Transmittal 13-03 to be effective June 1, 2013, to

include the net recoverable costs of the Campbell Industrial Park Combustion Turbine Unit 1



(*CIP CT-17) and the Customer Information System (“CIS”™) projects not already included in
rates, as set forth in the Stipulated Settlement.

Over the course of the past few months, the Company has been engaged in a number of
discussions with the Division of Consumer Advocacy of the Department of Commerce and
Consumer Affairs (“Consumer Advocate™) and the Commission staff regarding the changes
proposed in this transmittal. The Consumer Advocate has reviewed the Company’s proposed
changes and revisions to further refine and clarify the RBA and RAM tariff language and does

not object to these changes.

I1
Hawaiian Electric, whose principal place of business and whose executive offices are
located at 900 Richards Street, Honolulu, Hawaii, is a corporation duly organized under the laws
of the Kingdom of Hawaii on or about October 13, 1891, and now exists under and by virtue of
the laws of the State of Hawaii. Hawaiian Electric is an operating public utility engaged in the

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

Il

Correspondence and communications in regard to this Transmittal No. 13-06 are to be
addressed to:

Dean K. Matsuura

Manager, Regulatory Affairs
Hawaiian Electric Company, Inc.
P. 0. Box 2750

Honolulu, Hawaii 96840
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v
Hawatian Electric seeks Commission authorization of this tariff transmittal pursuant to
Sections 6-61-111, 6-61-74, 6-61-75, and 6-61-86 of the Rules of Practice and Procedure before

the Public Utilities Commission, Hawaii Administrative Rules (“HAR™), Title 6, Chapter 61.

\Y
Pursuant to HAR §6-61-76, Hawaiian Electric incorporates by reference its latest
available balance sheet and income statement for the twelve months ending February 28, 2013

that it filed with the Commission on March 28, 2013.

VI

Decoupling Procedural History

On December 29, 2010, the Commission issued its Final Decision and Order in
Hawaiian Electric’s 2009 test year rate case proceeding, Docket No. 2008-0083, stating that,
“the commission approves the implementation of decoupling for HECO effective immediately
with this Final Decision and Order. HECO may begin tracking target revenue and recorded
adjusted revenue, which shall serve as the baseline for future decoupling calculations.” (Final
Decision and Order at 42.) In accordance with this Final Decision and Order, on January 24,
2011, Hawaiian Electric filed its tariff sheets and rate schedules, reflecting the increase in rates
allowed by the Final Decision and Order.' This filing included the Company’s RBA and RAM

tariff provisions, and added heat rate deadbands and a provision for target heat rates to the

' Refer to the Hawaiian Electric Revised Schedules Resulting from Final Decision and Order, filed January 24,
2011, Docket No. 2008-0083.



Energy Cost Adjustment Clause (“ECAC™).2 On February 25, 2011, the Commission issued its
Order Approving Revised Results of Operations, Supporting Schedules and Tariffs, approving
these tariff provisions, and the Company’s RBA and RAM tariff provisions became effective
March 1, 2011.

On March 31, 2011, Hawaiian Electric filed its first annual decoupling filing, Transmittal
No. 11-02, to establish an RBA Rate Adjustment to enable the recovery of its RAM Revenue
Adjustment for year 2011. Pursuant to the Order Regarding Attachment 5 and Directing HECO
to File Tariff Amendments, Hawaiian Electric filed tariff revisions on May 26,2011, On
May 31, 2011, the Commission issued Order Approving HECO's Tariff Filed on May 10, 2011
as Revised on May 26, 2011.

On March 30. 2012, Hawaiian Electric filed its 2012 annual decoupling filing in
Transmittal No. 12-02 to propose an RBA Rate Adjustment for the June 1, 2012 through
May 31, 2013 recovery period, and to establish its RAM Revenue Adjustment for calendar year
2012.> On May 23, 2012, Hawaiian Electric filed tariff revisions, which primarily resulted from
adjustments related to major capital project costs and to the interim rate increase approved in
Order No. 30385 in Docket No. 2010-0080, resulting in a decrease in the proposed RBA Rate
Adjustment rate. On May 31, 2012, the Commission issued Order No. 30418 Approving

HECQO'’s Tariff Transmittal, Filed on March 30, 2012, as Revised on May 23, 2012 (“Order No.

2 1d. at Exhibit 2A, pages 32 and 152-163.

* Prior to filing Transmittal No. 12-02, Hawaiian Electric filed Transmittal No. 12-01 on February 24, 2012 to
further refine and clarify the decoupling language in its RBA and RAM provisions and the ECAC section of the
tariff. After the Consumer Advocate filed an SOP stating that it was not protesting the revisions but offered certain
tariff language revisions for consideration, and the Company responded that it did not object to the Consumer
Advocate’s recommended changes, the Commission issued Order No. 30276 Approving, with Modifications,
HECO's Applicaiion Filed on February 24, 2012, on March 23, 2012, On March 27, 2012, Hawaiian Electric
refiled its tariff sheets with a March 28, 2012, effective date. incorporating the Consumer Advocate’s suggested
changes.



30418). The RBA Rate Adjustment rate of $0.003894 per kWh went into effect on June 1,
2012.*

On March 28. 2013, Hawaiian Electric filed its 2013 annual decoupling filing in
Transmittal No. 13-03 to revise the RBA Rate Adjustment, effective June 1, 2013 through

May 31, 2014 and to reflect the provisions of the Stipulated Settlement as described below.

VII

Stipulated Settlement regarding Certain Regulatory Matters

On January 28, 2013. the Hawaiian Electric Companies® and the Consumer Advocate
filed their Stipulated Settlement Agreement between the Hawaiian Electric Companies and the
Division of Consumer Advocacy regarding Certain Regulatory Matters (“Stipulated Settlement”)
in Docket No. 2008-0083 which, among other things. included the following®:

» The Hawaiian Electric Companies will write-off, for accounting and ratemaking
purposes, $40 million of costs in lieu of conducting the regulatory audits of the CIP CT-1
and the CIS projects ordered in the Order Approving Consumer Advocate’s
Recommendations regarding Focused Regulatory Audits, 1ssued on May 2, 2011 in

Docket No. 2008-0083.7 For purposes of accounting for the Stipulated Settlement, the

* In Order No. 30418, the Commission provided the Consumer Advocate the opportunity to file a supplemental
SOP by June 29, 2012. The Consumer Advocate filed a letter on June 29. 2012 stating that it had not yet completed
its review and would continue to work with the Company and Commission on the decoupling review and decision
making process, but that it would not be filing a supplemental SOP.

* The “Hawaiian Electric Companies™ or the “Companies” are Hawaiian Electric Company, Inc., Hawaii Electric
Light Company, Inc. (“HELCO") and Maui Eiectric Company, Limited (“MECQ").

® The Stipulated Settlement also provides that: (1) HELCO will withdraw its 2013 test year rate case {Docket No.
2012-0099) and will submit annual RBA/RAM rate adjustment filings rolling forward the base year information
from the prior HELCO rate case (Docket No. 2009-0164) and wili not file a rate case until its 2016 test year rate
case and (2) MECO and the Consumer Advocate will continue to support the Parties’ Stipulated Settlement in the
MECO 2012 test year rate case (Docket No. 2011-0092), including issues related to. among other things,
decoupling.

" This write-off amount is in addition to all credits received from the Hawaiian Electric Companies’ prior C1$
vendor, which credits have already been used to reduce the capitalized costs of the CIS project.



entire write-off ($29 million for Hawaiian Electric, and $5.5 million each for HELCO
and MECO) will be adjusted as part of the cost of the CIS project. The remaining net
recoverable costs of CIP CT-1 and the CIS projects would be included in rate base as of
December 31, 2012.

The Hawatian Electric Companies will include the net recoverable costs of the CIP CT-1
and the CIS projects not already included in rates in the calculation of their 2013 RAM
Revenue Adjustments. The Consumer Advocate will support recovery through the
decoupling mechanisms in 2013 and the years thereafter and recovery in the Hawaitan
Electric, HELCO and MECO rate cases for the allowed portion of the CIP CT-I
(Hawaiian Electric only) and CIS project costs in excess of the costs previously included
in rate base, along with related accumulated depreciation, accumulated deferred income
taxes, unamortized I'TC, unamortized deferred CIS costs, the unamortized regulatory
assets related to the carrying charges and deferred depreciation, as well as related project
depreciation and regulatory asset amortization expenses. Recovery of the CIS costs
through the RAM Revenue Adjustment mechanism was for the sole purpose of the
Stipulated Settlement and did not constitute a precedent for the recovery of software costs
through the RAM Revenue Adjustment mechanism.

Hawaiian Electric will delay the filing of its 2014 test vear rate case to file no earlier than
January 2, 2014, and the Consumer Advocate will recommend that Hawaiian Electric be
granted a waiver of HAR §6-61-87(4) that would enable Hawaiian Electric to file in 2014
a rate case application using a 2014 test year.

For the 2014, 2015 and 2016 RAM periods, Hawaiian Electric will be allowed to accrue the

2014, 2015 and 2016 RAM Revenue Adjustments beginning from lanuary 1 through




December 31 calendar year (once Hawaiian Electric is able to assess the amount), and collect

the RAM Revenue Adjustments through the RBA Rate Adjustment (which includes the RAM
Revenue Adjustment) from June | of each year through May 31 of the following vear. At the
conclusion of that period, the current RAM provisions will again apply in accordance with
the Amended Joint Proposal approved by the Final Decision and Order issued in the
decoupling proceeding (Docket No. 2008-0274). This temporarily applies to Hawaiian
Electric only; MECO's and HELCO’s RAM tariff provisions would not be modified for this
provision.

» Through calendar year 2016, the Hawaiian Electric Companies and the Consumer
Advocate will recommend and support continuation of the Companies’ existing recovery
mechanisms, including the decoupling RBA and RAM, as well as the temporary
acceleration of accrual of Hawaiian Electric’s RAM Revenue Adjustment and the
agreement to recover CIS costs and deferred CIP CT-1 costs through the RAM Revenue
Adjustment described above.

On January 31, 2013, the Department of Defense stated that it did not object to the Stipulated
Settlement.
On March 19, 2013, the Commission issued Order No. 31126 approving the Stipulated

Settlement with certain clarifications.

VIII
The RBA Rate Adjustment proposed in Tariff Transmittal 13-03 is consistent with the
Stipulated Settlement and Order No. 31126 described above. However, further tariff

clarifications are required as reflected in this instant tariff transmittal.



The RBA Provision Tariff®

The proposed revisions to the Company’s existing RBA tariff provision clarifies the
procedures to correct any errors in previously calculated RAM Revenue Adjustments or to
change the RAM Revenue Adjustment as a result of subsequently issued Commission orders.
Section B of the proposed RBA tariff (Revised Sheet No. 92A) expands the definition of the
target revenue to clarify that it is composed of the most recent test year general rate case revenue
authorized by the Commission, excluding: (1) revenues for fuel and purchased power expenses;
(2) revenues that are being separately tracked or recovered through any other surcharge or rate
tracking mechanism; and (3} applicable revenue taxes. The target revenue definition clarifies
that the target revenue includes any effective RAM Revenue Adjustment calculated under the
RAM Provision tariff, less any applicable Earnings Sharing Revenue Credits or Major and
Baseline Project Credits as calculated under the RAM Provision tariff.

Also in Section B, the proposed RBA Provision tariff specifically addresses the
circumstances when the Company’s target revenue must be changed due to the RAM Revenue
Adjustment being recalculated due to an error or as a result of Commission orders that change
the basis of previously calculated RAM Revenue Adjustments. For target revenue changes due
to errors in prior RAM Revenue Adjustment calculations, the proposed additions to the tariff
specifically state that the target revenue will be changed, effective as of the date that the
corrected information would have been reflected in the calculation of the RAM Revenue
Adjustment. Target revenue changes that are due to subsequent Commission orders are effective

as of the effective date of tariff rates that are implemented pursuant to the subsequently issued

% The RBA Rate Adjustment shown on Revised Sheet No. 92C was proposed in Transmittal No. 13-03 to be
effective June |, 2013. During discussions, the Consumer Advocate recommended and the Company agreed to
make additional tariff changes clarifying the start of the tracking and recording of RBA revenues in Section A of the
RBA Provision tariff (Revised Sheet No. 92).




Commission order. The Commission and Consumer Advocate will be notified of the target

revenue revisions or corrections prior to implementation by the Company. The Consumer
Advocate is allowed to comment on the target revenue changes in its Statement of Position on
the subsequent annual March decoupling filing.
The modified Sections D and E (Revised Sheet Nos. 92B and 92C) also clarify that the
RBA Rate Adjustment will remain unchanged during the recovery period unless modification is
required by order or approval of the Commission. Thus, although the RAM Revenue
Adjustment and the target revenue may change with the correction of an error or subsequent
Commission order, the billing rate to customers will remain unchanged until the following ‘
recovery period beginning June 1 through May 31, unless ordered or approved by the
Commission. Section F. the Notice section, is unchanged from what is reflected in the current
tariff as Section G (Sheet No. 92D).
Section G is the new section (Sheet No. 92D) that presents the Stipulated Settlement
provisions that affect the period of 2014 through 2016 as approved by the Commission and
discussed above. Specifically, this section addresses the Company’s accrual of its 2014, 2015,
and 2016 RAM Revenue Adjustments effective January 1 through December 31 of the calendar
years and collection of the ratably accrued RAM Revenue Adjustment through the RBA Rate
Adjustment from June 1 through May 31 of the following year. This section further states that
when the Company implements a Commission decision and order for a rate case for a 2014,
2015, or 2016 test year, further accrual of the RAM Revenue Adjustment for that test year, if still
in progress, shall terminate. However, the Company will adjust the RBA Rate Adjustment to

collect the unrecovered accrued RAM Revenue Adjustment for that year. Section H, the




Commission’s Authority section, is unchanged from what is reflected in the current tariff as
Section G (Sheet No. 92D).

RAM Provision Tariff

The proposed changes to the RAM Provision in the Evaluation Procedures section
(Revised Sheet No. 93G) describe the recalculation of the RAM Revenue Adjustment for errors
in prior calculations and for subsequent Commission orders that change the basis of prior
calculations. Also, the proposed tariff changes in the Purpose section (Revised Sheet No. 93)
clarify that the RAM Revenue Adjustment for a RAM period calendar year will terminate on the
effective date of tariff rates that implement a Commission decision and order for that test year,
unless otherwise specified. Further, the proposed changes in the Definitions section (Revised
Sheet Nos. 93A and 93B) and the RAM Period RAM Revenue Adjustment section {Revised
Sheet Nos. 93E and 93G) also clarify that the components that provide the basis for the RAM
Revenue Adjustment calculation will be based on certain components approved by the
Commission in the “last issued Decision & Order in the Company’s most recent test year general
rate case”.

The new Settlement Agreement section (Revised Sheet No. 93H) addresses the
implementation of the Stipulated Settlement discussed above. It states that Hawaiian Electric
will include the recoverable costs of the CIP CT-1 and the CIS projects, net of the stipulated and
Commission-approved project cost write-downs. Also included in this section, similar to the
proposed Section G of the RBA Provision tariff, is a description of the Company’s accrual of its
2014, 2015, and 2016 RAM Revenue Adjustments effective January 1 through December 31 of
the calendar years and collection of the ratably accrued RAM Revenue Adjustment through the

RBA Rate Adjustment from June 1 through May 31 of the following year. This section further

10




states that when the Company implements a Commission decision and order for a rate case for a

2014, 2015, or 2016 test year, further accrual of the RAM Revenue Adjustment for that test year,
if still in progress, shall terminate. However, the Company will adjust the RBA Rate Adjustment

to collect the unrecovered accrued RAM Revenue Adjustment for that year.

IX
In Attachment | of this tariff transmittal, Hawaiian Electric submits its proposed RBA
tariff revisions and RAM tariff revisions in blackline version. Attachment 2 provides the clean
version of the RBA Provision tariff and the RAM Provision tariff. The Commission’s
consultant, the Consumer Advocate and the Company have worked diligently on developing the

proposed changes to the tariffs as reflected in this transmittal,

WHEREFORE, Hawaiian Electric respectfully gives nof less than 30 days’ notice as
required by law and requests that its proposed revisions to the RBA Provision and to the RAM
Provision be allowed to become effective on June 1, 2013.

DATED: Honolulu, Hawaii, May 1, 2013.

HAWAIIAN ELECTRIC COMPANY, INC.

?ﬂ/hw e
By: nlhw
Patsy H. Nanbu
Vice President, Regulatory Affairs

11




ATTACHMENT 1




ATTACHMENT |

PAGE 1 OF 22
Superseding Revised Sheet No. 50D REVISED SHEET NO. 50D
Effective September 1, 201Z2-Mareh—2+—2612 FEffective June 1,
201 38eptembar—2— 2010
RATE SCHEDULES (ccntinued)
Sheet Schedule Date Effective Character of Service
87 TOU-R September 1, 2012 Residential Time-0Of-Use
Service
88 TOU-R September 1, 2012 Residential Time-0Of-Use
Service
89 Residential September 1, 2012 Residential Time-0f-Use
TOU EV Service with Electric
Vehicle Pilot
89A Residential September 1, 2012 Residential Time-0f-Use
TOU EV Service with Electric
Vehicle Pilot
89B Residential April 13, 2011 Residential Time-Of-Use
TOU EV Service with Electric
Vehicle Pilot
20 Residential September 1, 2012 Residential Electric
EV-R Vehicle Charging Service
Pilot
80A Residential QOctober 1, 2010 Residential Electric
EV-R Vehicle Charging Service
Pilot
90BR Residential October 1, 2010 Residential Electric
EV-R Vehicle Charging Service
Pilot
91 Commercial October 1, 2010 Commercial Electric
EV-C Vehicle Charging Service
Pilot
91A Commercial September 1, 2012 Commercial Electric
EV-C Vehicle Charging Service
Pilot
91B Commercial Qctober 1, 2010 Commercial Electric
EV-C Vehicle Charging Service
Pilot
92 “RBA" Mareh—28—032June 1, 2013 Revenue Balancing
Account Provision
9224 “RBA” Mareh2d—2032June 1, 2013 Revenue Balancing
Account Provision
92B “RBA" Jufre— =032 June 1, 2013 Revenue Balancing
Account Provision

HAWAIIAN ELECTRIC COMPANY, INC.

2ot
Transmittal Letter dated Judy—24—25%32May 1, 2013,




ATTACHMENT 1

PAGE 2 OF 22
92C “RBA" Marebh—28—2632June 1, 2013 Revenue
Balancing Account ‘ Provision
HAWAITAN ELECTRIC COMPANY, INC.
G i G - DB E S Rt -G d o o3 050 E P dgr b T G

bR

:

-~

Transmittal Letter dated Judy—sd,—264+2May 1, 2013.




ATTACHMENT 1
PAGE 3 OF 22

Superseding Sheet No. 50E REVISED SHEET NO. 50E

Effective May 1, 201 -Newembes-i— 2012 Effective June 1, 2013
Pebruoary—H—20+3
RATE SCHEDULES {continued)
Sheet Schedule Date Effective Character of Service
92D “RBA” June 1, 2013 Fevenue Balancing Account
Provision
93 “RAM” Mazreh—t—2G+kJune 1, 2013 Rate Adjustment
Mechanism Provision
| 93a “RAM” Mareh—320327une 1, 2013 Rate Adjustment
Mechanism Provision
| 93B “RAM” Marxeh—3—031June 1, 2013 Rate Adjustment
Mechanism Provision
93C “RAM” March 28, 2012 Rate Adjustment
Mechanism Provision
93D “RAM” March 1, 2011 Rate Adjustment
Mechanism Prcvision
| 93E “RAM” Mereh—ir—28+tJune 1, 2013 Rate Adjustment
T T Mechanism Provisicn
| 93F “RAM” Mareh—3—2021June 1, 2012 Rate Adjustment
Mechanism Provision
| 936G “RAM” Mereh—1—253tJune 1, 2013 Rate Adjustment
Mechanism Provision
| 938  “RAM” Mareh—12011June 1, 2013 Rate Adjustment
Mechanism Provision
| 94 “PPAC” Fobeuary—May 1, 2013 Purchased Power
Adjustment Clause
| 24n “PPAC” Februsry-May 1, 2013 Purchased Power
Adjustment Clause
| 94B “PPAC” Febrwary-May 1, 2013 Purchased Power

HAWATIAN ELECTRIC COMPANY,

Adjustment Clause

INC.

Transmittal Letter deated-Dated Japusry 2SMay 1, 2013~~-2833.




ATTACHMENT |

PAGE 4 OF 22
Superseding SHEET NO. 92 REVISED SHEET NC. 92
Effective_—March 28, 2012Mareh—3—2033 Effective June 1,
201 3Mareh-—-284--2012

REVENUE BALANCING ACCOUNT (“RBA") PROVISION

Supplement To:

Schedule R - Residential Service

Schedule G - General Service - Non-Demand

Schedule J - General Service - Demand

Schedule DS - Large Power Directly Served Service

Schedule P - Large Power Service

Schedule F - Public Street Lighting, Highway
Lighting arnd Park and Playground
Floodlighting

Schedule U - Time-of-Use Service

Schedule TQU-~R
Schedule TOU-G
Schedule TOU-J
Schedule S5

| Schedule TOU EV

Residential Time-of-Use Service
Small Commercial Time-of-Use Service
Commercial Time-of-Use Service
Standby Service

Residential Time-of-Use Service with
Electric Vehicle Pilot

| Schedule EV-R - Residential Electric Vehicle Charging
Service Pilot
Schedule EV-C - Commercial Electric Vehicle Charging

Service Pilot

All terms and provisions of the above listed rate schedules
applicable except that the total base rate charges for each billing
period shall bhe adjusted by the Revenue Balancing Account Rate
Adjustments shown below:

A: PURPOSE:

The purpose of the Revenue Balancing Account (“RBA”) is to record: 1)
the difference between the Hawaiian Electric Company’s target revenue
and recorded adjusted revenue, and 2} monthly interest applied to the
simple average of the beginning and ending month balances in the RBA.
In addition, the recovery provision of this tariff provides for
collection or return of the calendar yvear-end balance in the RBA and
recovery or refund of the RAM Revenue Adjustment, Earnings Sharing
Revenue Credits, Major Capital Projects Credits, and Baseline Capital
Projects Credits provided in the Rate Adjustment Mechanism (“RAM")
Provision over the subsequent June 1°° through May 31lst period.
Tracking of target revenue and recorded adjusted revenue widt
commenascommenced on the effective date of the tariff that impiementss
implemented the Final Decision and Order in Hawaiian Electric’s 2009
test year rate case, Docket No. 2008-0083, consistent with the Final
Decision and Order in the Decoupling case, Docket No. 2008-0274.

HAWAITAN ELECTRIC COMPANY, INC.

| Transmittal Letter dated Mareh27—2832Mav 1, 2013.




ATTACHMENT |

PAGE 5 QF 22
Superseding SHEET NO. 92A REVISED SHEET NO. 92A
Effective_March 28, 2012-July—-26+203% Effective June 1
201 3Mereh—28—20312

REVENUE BALANCING ACCOUNT (“RBA”} PROVISION
B: TARGET REVENUE:

For the purpose of the RBA, the target revenue is the annual electric
revenue approved by the Public Utilities Commission in the last
issued Decision & Order in the Company’s most recent test year
general rate case, excluding revenue for fuel and purchased power
expenses that are recovered either in base rates or in a purchased
power adjustment clause; excluding revenue being separately tracked
cr reccvered through any other surcharge cr rate tracking mechanism;
and excluding amounts for applicable revenue taxes;

Plus: Any effective RAM Revenue Adjustment calculated under the RAM
provision for years subsequent to the most recent rate case test year
for which the Commissicn has issued a Decision & Order; and

Less mese—feeeﬁ%—1a%ef{m—ef—féﬁa%—fa%eeeaee—deeiséeﬁv—ﬁ%ﬁs—%he

Hﬁéef—%he—EAM—PfeV&w%Gﬂ——%&%&—&ﬁy Any appllcable Earnlngs Sharlng

Revenue Credits, Major Capital Projects Credits, and Baseline Capital
Projects Credits calculated under the RAM provision.y—adiusted+to

The target revenue shall be revised to correct for any errors in the
calculation of the RAM Revenue Adjustment for any previous period and
for revisions to RAM Revenue Adjustments as a result of subsequent
Commission orders that change the basis cof previocusly calculated RAM
Revenue Adjustments %e—%he—ek%eﬂ%n%ha%—eﬁeh—e%fefsuafeu&éeﬁ%%é&eé

Pf€¥%ﬁ%eﬂ7 For any correctlons of errors in previously caiculated

RAM Revenue Adjustments, the target revenue shall be adjusted as of
the date that the corrected information would have been reflected in
target revenue. For changes in the PAM Revenue Adjustment as a
result of subseguently issued Commission orders, the target revenue
shall be adjusted as of the effective date of tariff rates that are
implemented pursuant to the subsequently issued Commission order,

The Commission and the Consumer Advocate will be notified of the
target revenue revisions or corrections prior tc implementation by
the Company. There 1is no presumption that the target revenue changes
are ultimately warranted or correct. In the subsequent annual March
31 decoupling filing, the utility will have the burden to demeonstrate
that the interim changes are warranted and correctly applied. The
Consumer Advocate will provide comments regarding the changes with
1ts Statement of Position. The RBA balance and RBA Rate Adjustment
for the following vear will reflect any appropriate modifications to
the change made by the utility in the prior year if necessary.

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh~27—28+2May 1, 2013.




ATTACHMENT 1

PAGE 6 OF 22
Superseding SHEET NO. S2A32B REVISED SHEET NO. S82A32B
Effective March 28, 2012-July-26+—20313 Effective June 1,
201 3Mareh 2824532

REVENUE BALANCING ACCOUNT (“RBA") PROVISION

Monthly Allocation Factors for the Target Revenue are as follows:

January 8.10%
February 7.26%
March 8.10%
April 7.84%
May B8.44%
June B.47%
July B.77%
August 9.04%
September B.68B%
October B.78%
November B.26%
December B.26%
Total 100.00%

These factors are based on the mWh sales forecast that is approved by
the Commission in Hawaiian Electric’s 2011 test year rate case and
shall be updated in any subsequent test year rate case.

C: BALANCING ACCCUNT ENTRIES:

Entries tc the RBA will be recorded monthly. A debit entry to the
RBA will be made egqual to the target revenue as defined in Section B.
above, times the appropriate monthly allocation factor in the table
above. 1A credit entry to the RBA will be made equal to the recorded
adjusted revenue. The recorded adjusted revenue is defined to
include the electric sales revenue from authorized base rates, plus
revenue from any authorized interim rate increase, plus revenue from
any RBA rate adjustment, but excluding revenue for fuel and purchased
power expenses, IRP/DSM, any Commission Ordered one-time rate refunds
or credits or other surcharges, and adjusted to remove amounts for
applicable revenue taxes.

Interest will be recorded monthly teo the RBA by multiplying the,
simple average of the beginning and ending month balance in the REBA
times the Interest Rate divided by 12. The Interest Rate shall be 6
percent,

D: RECOVERY OF BALANCING ACCOUNT AMOUNTS:

At the Annual Evaluation Date provided in the Rate Adjustment
Mechanism Provision, the Company will file with the Commission a
statement of the previous calendar year-end balance in the RBA and
the RAM Revenue Adjustment for the current calendar year, alcng with
supporting calculations.

Both an amortization of the previous calendar year-end balance in the
RBA, adjusted for any Earnings Sharing Revenue Credits or Major
| capital Projects Credits,—er Baseline Capital Projects Credits or
HAWAIIAN ELECTRIC COMPANY, INC.

| Transmittal Letter dated Mareh—27-—2832May 1, 2013.




ATTACHMENT 1

PAGE 7 OF 22
Superseding SHEET NO. 92C REVISED SHEET NO. 92C
Effective March 28, 2012—Julw26—2632 Effective June 1
2013Mareh—38—263%

REVENUE BALANCING ACCOUNT (“RBA”) PROVISION

corrections, and the RAM Revenue Adjustment will be recovered through
a per-kWh RBA rate adjustment, over the 12 months from June 1 of the
current calendar year to May 31 of the succeeding calendar year. The
recovery through the RBA Rate Adjustment of a RAM Revenue Adjustment
calculated for a calendar year that 1s alsc a rate case test year
shall terminate on the effective date of tariff rates that implement
a Commission approved base revenue level authorized in the Company’s
test year rate case.

Revisions to Target Revenue based on correcticns for errors and
subsequently issued Commission orders, described in Section B above,
will not be reflected in the RBA Rate Adjustment until a succeeding
June 1 to May 31 period, unless otherwise ordered or approved by the
Commission.

Complete, indexed workpapers and electronic files supporting the
previcus vyear-end balance in the RBA shall be provided toc the
Commissicn, the Consumer Advocate and all other parties to the
Utility’s most recent rate case proceeding (“Other Rate Case
Parties”), if any. coincident with the Annual Evaluation Date filing.
The Company will be prepared to provide information as may be
requested to ensure adequate review by the Commission, Consumer
Advocate, Other Rate Case Parties, and other interested persons. The
Consumer Advocate, Other Rate Case Parties, and other interested
persons may propose any adjustments determined to be required to bring
the schedules into compliance with the above provisions and will work
collaboratively to reach agreement on any proposed adjustments.

As described in Sections 6-61-61 and 6-61-111 of the Hawaiil
Administrative Rules, Title 6, Chapter &1, based upon the Company'’'s
filed scheduleg and in the absence of any protests submitted by the
Consumer Advocate, Other Rate Case Parties, —or other interested
persons, not later than 15 days before June 1st, the RBA Rate
Adjustment shall go into effect on June 1st, and the Commission shall
confirm the commencement of the RBA Rate Adjustment in its monthly
Tariff Order.

E: REVENUE BALANCING ACCOUNT RATE ADJUSTMENT:

The RBA Rrate Asdjustment is comprised of the calculated values from
Section D above, adjusted to include amounts for applicable revenue
taxes, and calculated —Fke RBA—rote—adiustment3s5—eateudated—based
on the Company’s forecast of mWh sales over the RBA R¥ate Aadjustment
recovery period.

The RBA Rate Adjustment shall remain unchanged during the reccvery
period unless further medification is required by order or approval
of the Commission, except as specifically provided above.

Effective June 1, 2832—2013 te May 31, 25332014
RBA Rate Adjustment

HAWATIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh-27—2632May 1, 2013.
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Fs. NOTICE

HAWAIIAN ELECTRIC COMPANY, INC,

| Transmittal Letter dated Maxreh—27—2032May 1, 2013.
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REVENUE BALANCING ACCOUNT (“RBA”) PROVISION

Notice of the annual Revenue Balancing Account Rate Adjustment
filing shall be provided to all affected customers of the Utility
in accordance with the provisions of this section by publication in
newspapers of general circulation within 14 days and by including
notification with its billing statements within 60 days after the
Company makes its annual filing pursuant to this tariff. The
notice to custcomers shall include the following information:

a) A description of the propesed revision of revenues, Earnings
Sharing Creditg, and Major or Baseline Capital Projects
Credits;

b) The effect on the rates applicable to each customer class and
on the typical bill for residential customers; and

c) The Company’s address, telephone number and website where
information concerning the proposed Revenue Balancing Account
Rate Adjustment may be obtained.

G. SETTLEMENT AGREEMENT

The provisions in this section are a part cof the Stipunlated
Settlement Agreement between the Hawailan Electric Companies and the
Division of Consumer Adveocacy regarding Certalin Regulatorv Matters,
filed 1n Docket No. 2008-0083, which the Commission approved in Order
No., 21126, issued on March 19, 2013,

For only the 2014, 2015, and 2016 RAM Periods, Hawaiian Electric will
be allowed to accrue the 2014, 2015, and 2016 RAM Revenue
Adjustments, effective January 1 through December 31 of the calendar
year. Once the Company 1s able to calculate the RAM amount, the
Company will record RAM Revenue Adjustment revenue for the monthly
accruals. Recording of the accruals for those years will be delaved
until the Company is able to determine the RAM amount. The Company
is allowed to collect the ratably accrued RAM Revenue Adjustment
amounts that are recorded from January through December, based on the
monthly allocation factors specified above, through the RBA Rate
Adjustment in years 2014, 2015, and 2016 from June } of each year to
May 31 of the following vear.

When the Company implements a Commission Decision & Order for a rate
case for a 2014, 2015, or 2016 test year, further accrual of the RAM
Revenue Adjustment for that test year, 1f stiil in progress, shall
terminate. The Company will adjust the RBA Rate Adjustment to collect
the unrecovered accrued RAM Revenue Adjustment amount for that year.

H: COMMISSION’S AUTHORITY

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May—23-—2632May 1, 2013.
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Effective_March 28, 2012—JFuiy 262042 Effective June 1,
2013Mareh-26,— 26313

REVENUE BALANCING ACCOUNT (“RBA”} PROVISION

The Commission may suspend any or all parts of this Revenue Balancing
Account Provision. Such suspension shall remain in place until
removed by Commission Order.

HAWAITAN ELECTRIC COMPANY, INC.

| Transmittal Letter dated Mareh—27—2832May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION

Rate Adjustment Mechanism (“RAM") Provision

Purpose

This mechanism is subject to review and continuation, termination or
modification in the utility's next base rate case proceeding, upon a
showing by the utility and finding by the Commission that continuation
or modification is appropriate. As part of its submitted testimony in
the base rate case, the Company will inciude a summary repeort on the
status of certain HCEI initiatives. The RAM mechanism is designed to
determine the change in annuwal utility base revenue levels,
recognizing certain estimated changes in the utility’s cost to provide
service. If, through the application of this mechanism, it is
determined that annual utility base revenues should be decreased or
increased, then the RAM Revenue Adjustment will be applied within the
Revenue Balancing Account Provision. The RAM Revenue Adjustment
established for a RAM Period calendar year that is also a rate case
test year shall terminate on the effective date of tariff rates that
are implemented pursuant to a Commission Decision & Order for that
tegt year, unless otherwise sgpecified below. PRt G e S b I

she—Commission approves a base —Frevenune Jlevel—in—the—Companylo—tast
year—rate—appiicatien—

Definitions

a) The Annual Evaluation Date shall be the Date the Company will make
its annual filing under this mechanism. The Annual Evaluation Date
shall be no later than March 31st of each year, commencing March 31,
2011.

b) The Evaluation Period is defined as the historical twelve month
period ending December 31, of each calendar year preceding the Annual
Evaluaticn Date. The Evaluation Period is used solely to determine
achieved earnings and any sharing of such earnings above the
Authorized Return on Equity.

c) The RAM Period is defined as the calendar year ceontaining the
Annual Evaluation Date.

d) The Labor Cost Escalation Rate shall be the applicable annual
percentage general wage rate increase provided for in currently
effective union labor agreements for use in escalating wage and salary
Base Expenses for union employees to determine the RAM Revenue
Adjustment for each RAM Period. In the event no union labor agreement

HAWAIIAN ELECTRIC COMPANY, INC.

Transmlttal Letter dated Jaﬁuafy—%4——%e%}May 2013.
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Effective March 1, 2011 Effective June 1, 2013

RATE ADJUSTMENT MECHANISM PROVISION (continued)

exists for a RAM Period, the most recently effective annual general
percentage increase rate shall apply.

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated February 24, 2012.




ATTACHMENT ]
PAGE 13 OF 22

Superseding Sheet No. 93A REVISED SHEET NO. 93A
Effective —March 28, 20I1ZMareh 1263+ Effective June 1,
201 3March 282012

RATE ADJUSTMENT MECHANISM PROVISION

e) The Non-labor Cost Escalation Rate shall be the consensus
estimated annual change in the Gross Domestic Product Price Indicator
(“GDPPI"”) to escalate non-labor Base Expenses to determine the RAM
Revenue Adjustment for each RAM Period. The GDPPI escalation rate
shall be the consensus projection published by the Blue Chip Economic
Indicators (Aspen Publishing) each February for the current RAM
Period. 1In the event that the Blue Chip Economic Indicators forecast
of the GDPPI is not available, the Consumer Advocate, Company, and
other parties to the most recent rate case, with approval of the
Commission, shall Jjointly select an alternative data source, or
national economic index gimilar to GDPPI, as appropriate.

f) The annual Labor Productivity Offset shall be fixed at 0.76
percent (76/100 of one percent) and will be subtracted from the Labor
Cost Escalation Rates applicable to Base Expenses to determine the
authorized RAM Revenue Adjustment for each RAM Period.

g) The Base Expenses shall be the labor and non-labor coperations and
maintenance expense amounts approved by the Commission in the Jlast
issued becision & Order in the Company’s most recent test year general
rate case. = = £

H—the-Bvaluation—Peried-—was—npot—a—test—year——Base Expenses shall not
include any fuel, purchased power, IRP/DSM, pension, Other Post-
Employment Benefits (“OPEB”), or <€lean Energy/Renewable Energy
Infrastructure or any costs that are subject to recovery through
separate rate tracking mechanisms.

h} The Major Capital Projects shall be those capital investment
projects that require an application before and approval by the
Commission under the Commission’s General Order No. 7, but excluding
those projects included in the Clean Energy Infrastructure Surcharge.

i) The Baseline <Capital Projects shall be the total amounts of
capital investment completed and closed to Plant in Service, excluding
amounts related to Major Capital Projects.

i) The Return on Investment shall be the overall weighted percentage
rate of return on debt and equity capital approved by the Commission
in the last issued Decision & Qrder in the Company's most recent test

year general rate case. Ceompanyts-mest—reeently completedrate cases

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh—27-—28632May 1, 2013,




ATTACHMENT 1

PAGE 14 OF 22
Superseding SHEET NC. 93B REVISED SHEET NO. 93B
Effective— March 28, 2012Mareh 3-—201% Effective June 1,
201 3Mareh 282012
RATE ADJUSTMENT MECHANISM PROVISICN (continued)
k) The Authorized Return on Equity shall be the eowexall

waighted—percentage rate of return on equity capital approved by
the Commission in the last issued Decision & Order in the
Company’s most regent test vear general rate case. Company-ls-—mest

recently—completed rate—ecager

1) The Exogenous Tax Changes shall be the changes in tax laws
or regulations that are estimated to impact RBA Target Revenues
by two million dollars ($2,000,000}) or more.

m) The Rate Base shall be the average net investment estimated
for the RAM Period, including each of the elements of rate base
reflected within the most recent rate case Decision & Order
issued by the Commission, quantified in the manner prescribed in
part {(f) of Section 2 of the Rate Adjustment Mechanism.

n) The RAM Revenue Adjustment shall be the change in the annual
amount of revenue required for the utility to recover the sum of
the O&M RAM Adjustment, Depreciation & Amortization RAM

Adjustment, and Rate Base RAM - Return on Investment Adjustment,
using the ratemaking conventions and calculations reflected
within the most recent rate case Decision & Qrder issued by the
Commission, quantified in the manner prescribed herein.

o) The RAM Revenue Adjustment determined by this RAM Provision
is to be recovered through the RBA Provision commencing on June 1
and over the subsequent 12 months after June 1.

p) Earnings Sharing Revenue Credits shall be the amounts to be
returned to customers as credits through the Revenue Balancing
Account (“RBA”) Provision, so as to implement the earnings
sharing percentages and procedures described herein, commencing
on June 1 of the calendar year containing the Annual Evaluation
Date and over the subsequent 12 months after June 1.

g) Major Capital Projects Credits shall be the amountzs to be
returned to customers through the Revenue Balancing Account
Provision, to reduce a preceding year's RAM Revenue Adjustment
(including interest at the rate described in the RBA Provision)
for specific major capital projects that were not placed into
service within the first nine months of the preceding RAM Period
as expected. Because the Commission’s review of the Major Capital
Projects’ actual costs incurred may not occur until the rate case
after the RAM Revenue Adjustment for these Major Capital Projects
is collected, Major Capital Projects Credits (including interest)

HAWAHAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh- 27 —28i2May 1, 20i3. |
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Superseding SHEET NO. 93C REVISED SHEET NO. 93C
Effective March 1, 2011 Effective March 28, 2012

RATE ADJUSTMENT MECHANISM PROVISION (continued)

will be returned to customers for the amount of Major Capital
Projects costs that the Commission disallows for cost recovery.
The Major Capital Projects Credits are to be refunded through the
RBA Provision, commencing on June 1 o¢f the c¢alendar vyear
containing the Annual Evaluation Date and over the subsequent 12
months after June 1.

r) Baseline Capital Projects Credits shall be the amounts to Dbe
returned to customers through the RBA Provision, to reduce a
preceding year’s RAM Revenue Adjustment (including interest at
the rate described in the RBA Provision) for specific baseline
capital projects that are disallowed by the Commission in a
subsequent rate case if the disallowance reduces actual Baseline
Capital Projects costs below the Baseline Capital Projects cost
estimate derived using the method identified in part (f)ii. of
Section 2 of the Rate Adjustment Mechanism below. Because the
Commission’'s review of baseline capital projects may not occur
until the rate case after such bkaseline capital projects are
included in one or more RAM Revenue Adjustment filings, Baseline
Capital Projects Credits shall be used to refund teo customers any
prior collecticns (i.e., Return on Investment on Rate Base and
Depreciation, plus interegt) relating to the amount of Baseline
Capital Projects costs that the Commission subsequently disallows
for cost recovery. The Baseline Capital Projects Credits are to
be refunded through the RBA Provision, commencing on June 1 of
the calendar year containing the Annual Evaluation Date and over
the subsequent 12 months after June 1.

Rate Adjustment Mechanism

The Company shall file with the Commission, the Consumer Advccate
and each party to the Company’s most recent rate case proceeding,
the schedules specified below:

Evaluation Period Earnings Sharing:

1. For the twelve month period ending December 31, of each year
{the “Evaluation Period”}, with the filing to be made no

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated March 27, 2012.
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

later than March 31, of the vear following the conclusion of
the Evaluation Period. The schedules will include the
following:

a) Company'’s recorded actual average net plant in service,
accumulated deferred income taxes, inventory, working
capital, and other rate base components. The schedules
shall also show the utility’s depreciation expense,
operating and maintenance expense, income taxes, taxes
other than income taxes, and other components of income
for return, revenues, and capital structure, cost of
debt, overall cost of capital, and return on ccmmon
equity in the format set forth in the final order
establishing the Company’s latest effective rates.

b) A1l applicable accounting and pro forma adjustments
historically required in annual reports filed with the
Commission.

c) Pro-forma adjustments to remove from reccrded revenues
any out-of-period Earnings Sharing Revenue Credits or
Major Capital Projects Credits recorded during the
Evaluation Period, and

d) A calculation comparing the achieved return on average
common equity to the following earninagas sharing grid, and
indicating the Earnings Sharing Revenue Credit that
should be recorded within the Revenue Balancing Account
to effect the prescribed sharing o¢f earnings above
authorized levels:

ROE at or below the Retained entirely by shareholders
Authorized ROE - no customer credits
First 100 basis points 25% share credit to customers

{one percent} over
Authorized ROE
Next 200 basis points 50% share credit to customers
(two percent) over
AButhorized ROE

All ROE exceeding 300 90% share credit to customers
basis points (three
percent) over
Authorized ROE

HAWAIIAN ELECTRIC COMPANY, INC,

Docket No. 2008-0083, Final Decision and Order, December 29,
201¢.
Transmittal Letter dated January 24, 2011.
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

RAM Period RAM Revenue Adjustment:

2) The Company shall provide additional schedules indicating
the following proposed RAM Revenue Adjustment calculations

applicable for the RAM Period using the methodology set
forth below:

a) The O&M RAM Adjustment shall adjust Base Expenses
segregated between labor and non-labor compenents and
treated as follows:

1. The labor component shall be quantified for the
RAM Period by application of the Labor Cost
Escalation Rate, reduced to account for the
Productivity Offset to labor expenses, including
pavroll taxes. The part of Base Expenses that
represents labor costs for merit employees shall
not be subject to application of the Labor Cost
Escalation rate, nor be reduced by the
Productivity Offset.

ii. The Non-labor components shall be guantified for
the RAM Period by application of the Non-labor
Escalation Rate to non-labor Base Expenses. Non-
labor components shall exclude fuel, purchased
power, pension/OPEBs, IRP/DSM or other rate
adjustment provisions.

b) Depreciation and Amortization RAM Adjustment— shall be
guantified for the RAM Period by application of
Commission-approved accrual rates and methods to the
actual recorded Plant in Service balances at the end of
the Evaluation Period.

c) The Rate Base RAM - Return on Investment Adjustment shall
be determined by multiplying the applicakle Pretax Rate
of Return— times the change in Rate Base. The Pretax
Rate of Return shall include related income taxes on the
equity components of the Return on Investment rate
approved by the Commission in the last issued Decision &
Order in the Company’s most recent tegt vear general rate
case. sueh-return+ The quantification of Rate Base is
specified in greater detail in part (f) of this Section
2.

d) The revenue impact of any Exogenous Tax Changes shall be
included in the RAM Period calculation of the RAM Revenue
Adjustment—.

e) Revenue taxes shall be adjusted to account for the change
in parts (a) through {d} of this Section 2.

f) Rate Base for the RAM Periocd shall be guantified as
follows:

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh 27—268312May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION (continued) ’

i. Plant in Service, Accumulated Depreciation, Accumulated
Deferred Income Taxes and Contributions in Aid of
Construction (“CIAC”) shall be a two-point average of
actual recorded balance sheet data at December 31 of
the Evaluation Period, plus projected values at
December 31 of the RAM Period determined as prescribed
in parts (ii) through {(v), below.

ii. Plant in Service shall be quantified by adding to the
recorded balances at December 31 cf the Evaluation
Period, the simple average of Baseline Capital Projects
plant additions recorded in the immediately preceding
five calendar years, plus the estimated cost of
completed Major Capital Projects that are anticipated
to be in service by September 30 of the RAM Period.

The cost of Major Capital Projects shall be limited to
the dollar amounts previously approved by the
Commissicn, and shall be included at the level of
recorded costs 1f recorded costs are lower than the
budget amounts approved by the Commission, and the
Commission has not yet reviewed the project costs in a
rate case.

iii. Accumulated Depreciation at December 31 of the RAM
Period shall be quantified by increasing the recorded
balances at December 31 of the Evaluation Period by the
amount set forth in Section 2 part (b) above,
consistent with rate-making treatment.

iv. CIAC shall be quantified by adding to the recorded
balance at December 31 of the Evaluation Period an
estimate of the net change for the RAM Period. The net
change shall be based on a simple average of cash and
in-kind CIAC for the immediately preceding five
calendar years for programs (i.e., numercus low cost
capital projects) plus specific engineering estimates
of any contributions for the Major Capital Projects
anticipated to be in service by September 30 of the RAM
Pericod.

v. Accumulated Deferred Income Taxes shall be quantified
by adding to the recorded balances at December 31 of
the Evaluation Period the estimated tax effect of the
depreciation timing difference (i.e., difference
between book depreciation and tax depreciation) on the
Baseline Capital Projects and Major Capital Projects
added to rate base during the RAM Period.

HAWAIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh 2%—32632May 1, 2013,
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

vi. Working Cash and all other elements of rate base not
specifically addressed above shall be fixed at the
dollar amount approved by the Commission in the last
issued Decigion & Order in the Company’s mosgt recent
test vear general rate case.-Pecision & Order- These
elements of rate base shall be held constant until
revised by a future Commission Decision & Order in a

subgeguent—-general rate case.

g.) See alsc Settlement Agreenent section below.

Evaluation Procedures

Complete, indexed workpapers and electronic files supporting the
RAM Adjustment, Earnings Sharing Revenue Credits, and Major and
Baseline Capital Projects Credits Schedules shall be provided to
the Commission, the Consumer Advocate and all other parties te the

Utility’'s most recent rate case proceeding (“*Other Rate Case
Parties”}, if any, coincident with the Annual Evaluation Date
filing. The Company will be prepared to provide— information as

may be regquested to ensure adequate review by the Commission,
Consumer Advocate, Other Rate Case Parties, and— other interested
persons. The Consumer Advocate, Other Rate Case Parties,-—and
other interested persons may propose any adjustments determined to
be required to bring the schedules into compliance with the above
provisions and will work collaboratively to reach agreement on any
proposed adjustments.

The RAM Revenue Adjustment, and any prior vear RAM Revenue
Adjustments, shall be recaiculated for errors in pricr calculations
and for subsequent Commission orders that change the basis of prior
calculations. The effect of such changes to the RAM Revenue
Adjustment shall be implemented as described in  the Revenue

Balancing Account Provision.

As described in Sections 6-61-61 and 6-61-111 of the Hawaili
Administrative Rules, Title 6, Chapter 61, based upon the Company’s
filed schedules and in the absence of any protests submitted by the
Consumer Advocate, Other Rate (Case Parties, or other interested
perscons, not later than 15 days before the June 1 effective date of
the RBA Rate Adjustment described in the RBA Provision tariff, the
RBA Rate Adjustment incorporating the RAM Revenue Adjustment,
Earnings Sharing Revenue Credits, and Major and Baseline Capital
Projects Credits shall go into effect on the June 1 effective date,
and the Commission shall confirm the commencement of the RBA Rate
Adjustment in its monthly Tariff OQrder.

Notice

Notice of the annual Revenue Balancing Account Rate Adjustment
filing shall be provided to all affected customers of the Utility

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Marxreh 29—2032May 1, 2013,
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| RATE ADJUSTMENT MECHANISM PROVISION {continued)

in accordance with the provisions of this section by publication in
newspapers of general circulation within 14 days and by including
notification with its billing statements within 60 days after the
Company makes its annual filing pursuant to this tariff. The
notice to customers shall include the following information:

HAWAIIAN ELECTRIC COMPANY, INC.

| Transmittal Letter dated Mereh 2% —2832May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION (continued) l

a) A description of the proposed revision of revenues,
Earnings Sharing Credits, and Major or Baseline Capital
Projects Credits;

b) The effect on the rates applicable to each customer class
and on the typical bill for residential customers; and

c) The Company's address, telephone number and website where
information concerning the proposed Revenue Balancing
Account Rate Adjustment may be obtained.

SETTLEMENT AGREEMENT

The provisions in this section are for the sole and limited
purpose of implementing the Stipulated Settlement Agreement
between the Hawailian Electric Companies and the Divigion of
Consumer Advocacy reqgarding Certain Regulatory Matters, filed in
Docket No. 2008-0083, which the Commissicn approved in Order No.
31126, issued on March 19, 2013.

The Company will include in the Rate Base RAM - Return on
Investment Adjustment and the Depreciation and Amortization RAM
Expense Adjustment, in 2013 and subsequent vears, the recoverable
costs of the Campbell Industrial Park Combustion Turbine Unit 1
(“CIP CT-1") and the Customer Information System (“CIS")
projects, net of the Stipulated and Commissgion approved project
cost write-downs and as otherwise provided for in the Stipulated
Settlement Adreement. Recovery of the CIS costs through the RAM
Revenue Adjustment is for the scole purpose of this settlement
agreement and does not constitute a precedent for the recovery of
any other software or regulatory asset deferred costs through the
RAM Revenue Adjustment.

In accordance with the Stipulated Settlement Agreement and for
only the 2014, 2015, and 2016 RAM Periods, Hawaiian Electric will

be allowed to record the 2014, 2015, and 2016 RAM Revenue
Adjustments, effective January 1 through December 31 of the
calendar vear (once the Company is able to determine the amount) .
The Company shall be allowed toc collect the accyued RAM Revenue
Adjustment amounts, pursuant to this provision, through the RBA
Rate Adjustment from June 1 of each vear toc May 31 of the
following vear.

When the Company implements a Commission Decision & Order for any
rate case test vear within 2014, 2015, or 2016, the accrual of

RAM Revenue Adjustment amcocunts for that test vear, if still in

progress, shall terminate. The Company will adijust the RBA Rate

Adjustment to cellect anv accrued but unrecovered RAM Revenue
Adjustment amounts for that vear.

COMMISSION’S AUTHORITY

HAWAIIAN ELECTRIC COMPANY, INC.
Transmittal Letter dated Mareh—2+—263%2May 1, 2013.




ATTACHMENT |

PAGE 22 OF 22
Superseding SHEET NO. 93H REVISED SHEET NO. 93H
Effective—~ March 28, 2012 Mareh 32013 Effective June 1,

201 3Marehr—28—2012
RATE ADJUSTMENT MECHANISM PROVISION (continued)

The Commission may suspend any or all parts of this Rate
Adjustment Mechanism Provision. Such suspension shall remain in
place until removed by —Commission Order.

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated Mareh—2F—2032May 1, 2013.
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Schedule
TOU-R
TOU-R
Residential
TOU EV

Residential
TOU EV

Residential
TOU EV

Residential
EV-R

Residential
EV-R

Residential
EV-R

Commercial
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HAWAITIAN ELECTRIC COMPANY,
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REVISED SHEET NOC. 50D

2012 Effective June 1, 2013

RATE SCHEDULES (continued)

Date Effective

September 1, 2012

September 1, 2012

September 1, 2012

September 1, 2012

April 13, 2011

Septempber 1, 2012

October 1, 2010

QOctober 1, 2010

October 1, 2010

September 1, 2012

October 1, 2C10

June 1, 2013
June 1, 2013
June 1, 2013

June 1, 2013

Transmittal Letter dated May 1, 2013.

Character of Service

Residential Time-0Of-Use
Service
Residential Time-Qf-Use
Service

Residential Time-0f-Use
Service with Electric
Vehicle Pilot
Residential Time-0f-Use
Service with Electric
Vehicle Pilot
Residential Time-0Of-Use
Service with Electric
Vehicle Pilot

Residential Electric
vehicle Charging Service
Pilot

Residential Electric
Vehicle Charging Service
Pilot

Residential Electric
Vehicle Charging Service
Pilot

Commercial Electric
Vehicle Charging Service
Pilot

Commercial Electric
Vehicle Charging Service
Pilot

Commercial Electric
Vehicle Charging Service
Pilot

Revenue Balancing Account
Provision
Revenue Balancing Account
Provisicn
Revenue Balancing Account
Provision
Revenue Balancing Account
Provision

INC.
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RATE SCHEDULES {(continued)
Sheet Schedule Date Effective Character of Service
92D “RBA" June 1, 2013 Revenue Balancing Account
Provision
93 “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
83Aa “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
93B “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
93cC “RAM” March 28, 2012 Rate Adjustment
Mechanism Provision
93D “RAM” March 1, 2011 Rate Adjustment
Mechanism Provision
93E “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
93F “RAM" June 1, 2013 Rate Adjustment
Mechanism Provision
93G “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
93H “RAM” June 1, 2013 Rate Adjustment
Mechanism Provision
94 “PPAC” May 1, 2013 Purchased Power
Adjustment Clause
942 “PPAC"” May 1, 2013 Purchased Power
Adjustment Clause
94B “PPAC” May 1, 2013 Purchased Power

Adjustment Clause

HAWAIIAN ELECTRIC CCOMPANY, INC.

Transmittal Letter Dated May 1, 2013.
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REVENUE BALANCING ACCOUNT (“RBA”) PROVISION

ATTACHMENT 2
Supplement To:

Schedule R - Residential Service |
Schedule G ~ General Service - Non-Demand
Schedule J - General Service - Demand
Schedule DS - Large Power Directly Served Service
Schedule P - Large Power Service
Schedule F - Public Street Lighting, Highway
Lighting and Park and Playground
Floodlighting
Schedule U -~ Time-of-Use Service

Schedule TOU-R - Residential Time-of-Use Service

Schedule TOU-G - Small Commercial Time-of-Use Service

Schedule TQU-J - Commercial Time-of-Use Service

Schedule S8 - Standby Service

Schedule TOU EV- Residential Time-of-Use Service with
Electric Vehicle Pilot

Schedule EV-R - Residential Electric Vehicle Charging
Service Pilot

Schedule EV-C - Commercial Electric Vehicle Charging
Service Pilot

All terms and provisions of the above listed rate schedules
applicable except that the total base rate charges for each billing
pericd shall be adjusted by the Revenue Balancing Account Rate
Adjustments shown below:

A: PURPOSE:

The purpose of the Revenue Balancing Account (“RBA”) 1s to record: 1)
the difference between the Hawaiian Electric Company’s target revenue
and recorded adjusted revenue, and 2) monthly interest applied toc the
simple average cof the beginning and ending month balances in the RBA.
In addition, the recovery provision of this tariff provides for
collection or return of the calendar year-end balance in the RBA and
recovery or refund of the RAM Revenue Adjustment, Earnings Sharing
Revenue Credits, Major Capital Projects Credits, and Baseline Capital
Projects Credits provided in the Rate Adjustment Mechanism ({“RAM")
Provision over the subsequent June 1°° through May 31st period.
Tracking of target revenue and recorded adjusted revenue commenced on
the effective date of the tariff that implemented the Final Decision
and Order in Hawaiian Electric’s 2009 test year rate case, Docket No.
2008-0083, consistent with the Final Decision and Order in the
Decoupling case, Docket No, 2008-0274,

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.

I
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REVENUE BALANCING ACCOUNT (“RBA”) PROVISION
B: TARGET REVENUE:

For the purpose of the RBA, the target revenue is the annual electric
revenue approved by the Public Utilities Commission in the last
issued Decision & Order in the Company’s most recent test year
general rate case, excluding revenue for fuel and purchased power
expenses that are recovered either in base rates or in a purchased
power adjustment clause; excluding revenue being separately tracked
or recovered through any other surcharge or rate tracking mechanism;
and excluding amounts for applicable revenue taxes;

Plus: Any effective RAM Revenue Adjustment calculated under the RAM
provision for years subsequent to the most recent rate case test year
for which the Commission has issued a Decision & Order; and

Less: Any applicable Earnings Sharing Revenue Credits, Major Capital
Projects Credits, and Baseline Capital Projects Credits calculated
under the RAM provision.

The target revenue shall be revised to correct for any errors in the
calculation of the RAM Revenue Adiustment for any previous period and
for revisions to RAM Revenue Adjustments as a result of subsequent
Commission orders that change the basis of previously calculated RAM
Revenue Adjustments. For any corrections of errors in previously
calculated RAM Revenue Adjustments, the target revenue shall be
adjusted as of the date that the corrected information would have
been reflected in target revenue. For changes in the RAM Revenue
Adjustment as a result of subsequently issued Commissicn orders, the
target revenue shall be adjusted as of the effective date of tariff
rates that are implemented pursuant to the subsequently issued
Commission order.

The Commission and the Consumer Advocate will be notified of the
target revenue revisicens or corrections pricr to implementation by
the Company. There is no presumption that the target revenue changes
are ultimately warranted or correct. In the subsequent annual March
31 decoupling filing, the utility will have the burden to demonstrate
that the interim changes are warranted and correctly applied. The
Consumer Advocate will provide comments regarding the changes with
its Statement of Position. The RBA balance and RBA Rate Adjustment
for the following year will reflect any appropriate modifications to
the change made by the utility in the prior year if necessary.

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013,
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REVENUE BALANCING ACCOUNT (“RBA"”) PROVISION
Monthly Allccation Factors for the Target Revenue are as follows:

January 8.10%
February 7.26%
March 8.10%
April 7.84%
May B8.44%
June 8.47%
July 8.77%
August 9.04%
September 8.68%
October 8.78%
November 8.26%
December 8.26%
Total 100.00%

These factors are based on the mWh sales forecast that is approved by
the Commission in Hawaiian Electric’'s 2011 test year rate case and
shall be updated in any subsequent test year rate case.

C: BALANCING ACCOUNT ENTRIES:

Entries to the RBA will be recorded meonthly. A debit entry to the
RBA will be made equal to the target revenue as defined in Section B.
above, times the appropriate monthly alleocation factor in the table
above. A credit entry to the RBA will be made equal to the recorded
adjusted revenue. The recorded adjusted revenue is defined to
include the electric sales revenue from authcorized base rates, plus
revenue from any authorized interim rate increase, plus revenue from
any RBA rate adjustment, but excluding revenue for fuel and purchased
power expenses, IRP/DSM, any Commission Ordered one-time rate refunds
or credits or other surcharges, and adjusted to remove amounts for
applicable revenue taxes.

Interest will be recorded monthly to the RBA by multiplying the
simple average of the beginning and ending month balance in the RBA
times the Interest Rate divided by 12. The Interest Rate shall be 6
percent.

D: RECOVERY OF BALANCING ACCOUNT AMOUNTS:

At the Annual Evaluation Date provided in the Rate Adjustment
Mechanism Provision, the Company will file with the Commission a
statement of the previous calendar year-end balance in the RBA and
the RAM Revenue Adjustment for the current calendar year, along with
supporting calculations.

Both an amortization of the previous calendar year-end balance in the
RBA, adjusted for any Earnings Sharing Revenue Credits or Major
Capital Projects Credits, Baseline Capital Projects Credits or
corrections, and the RAM Revenue Adjustment will be recovered through
a per-kiWh RBA rate adjustment, over the 12 months from June 1 of the

HAWAIIAN ELECTRIC CCMPANY, INC.

Transmittal Letter dated May 1, 2013.
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REVENUE BALANCING ACCOUNT (“RBA”) PROVISION

current calendar year to May 31 of the succeeding calendar year. The
recovery through the RBA Rate Adjustment of a RAM Revenue Adjustment
calculated for a calendar year that is also a rate case test year
shall terminate on the effective date of tariff rates that implement
a Commission approved base revenue level authorized in the Company’s
Lest year rate case.

Revisions to Target Revenue based on corrections for errors and
subsequently issued Commission orders, described in Section B above,
will not be reflected in the RBA Rate Adjustment until a succeeding
June 1 to May 31 period, unless otherwise ordered or approved by the
Commission.

Complete, indexed workpapers and electronic files supporting the
previous year-end balance in the RBA shall be provided to the
Commission, the Consumer Advocate and all other parties to the
Utility’s most recent rate case proceeding ("Other Rate Case
Parties”), if any, coincident with the Annual Evaluation Date filing.
The Company will be prepared to provide information as may be
requested to ensure adequate review by the Commission, Consumer
Advocate, Other Rate Case Parties, and other interested persons. The
Consumer Advocate, Other Rate Case Partieg, and other interested
persons may propose any adjustments determined to be required to bring
the schedules into compliance with the above provisicns and will work
collaboratively to reach agreement on any proposed adjustments.

As described in Sections 6-61-61 and 6-61-111 of the Hawaii
Administrative Rules, Title 6, Chapter 61, based upon the Company’s
filed schedules and in the absence of any protests submitted by the
Consumer Advocate, Other Rate Case Parties, or other interested
persons, not later than 15 days before June 1st, the RBA Rate
Adjustment shall go into effect on June 1lst, and the Commission shall
confirm the commencement of the RBA Rate Adjustment in its monthly
Tariff Order.

E: REVENUE BALANCING ACCOUNT RATE ADJUSTMENT:

The RBA Rate Adjustment is comprised of the calculated values from

Section D above, adjusted to include amounts for applicable revenue
taxes, and calculated based on the Company’s forecast of mWh sales

over the RBA Rate Adjustment recovery period.

The RBA Rate Adjustment shall remain unchanged during the recovery
period unless further modification is required by order or approval
of the Commission, except as specifically provided above.

Effective June 1, 2013 to May 31, 2014
RBA Rate Adjustment

All Rate Schedules .......c.iiinitvnnreannn 1.3223 ¢/kWh

F. NOTICE

HAWAITAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.
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REVENUE BALANCING ACCOUNT (“RBA”) PROVISION

Notice of the annual Revenue Balancing Account Rate Adjustment
filing shall be provided to all affected customers of the Utility
in accordance with the provisions of this section by publication in
newspapers of general circulation within 14 days and by including
notification with its billing statements within 60 days after the
Company makes 1ts annual £filing pursuant to this tariff. The
notice to customers shall include the following information:

a) A description of the proposed revision of revenues, Earnings
Sharing Credits, and Major or Baseline Capital Projects
Credits;

b) The effect on the rates applicable to each customer class and
on the typical bill for residential customers; and

c) The Company’s address, telephone number and website where
information concerning the proposed Revenue Balancing Account
Rate Adjustment may be obtained.

G. SETTLEMENT AGREEMENT

The provisions in this section are a part of the Stipulated
Settlement Agreement between the Hawaiian Electric Companies and the
Division of Consumer Advocacy regarding Certain Regulatory Matters,
filed in Docket No. 2008-0083, which the Commission approved in Order
No. 31126, issued on March 19, 2013.

For only the 2014, 2015, and 2016 RAM Periods, Hawaiian Electric will
be aliowed to accrue the 2014, 2015, and 2016 RAM Revenue
Adiustments, effective January 1 through December 31 of the calendar
year. Once the Company is able to calculate the RAM amount, the
Company will record RAM Revenue Adjustment revenue for the monthly
accruals. Recording of the accruals for those years will be delayed
until the Company is able to determine the RAM amount. The Company
is allowed to ceollect the ratably accrued RAM Revenue Adjustment
amounts that are recorded from January through December, based on the
monthly allocation factors specified above, through the RBA Rate
Adjustment in years 2014, 2015, and 2016 from June 1 of each year to
May 31 of the following year.

When the Company implements a Commission Decision & Order for a rate
case for a 2014, 2015, or 2016 test year, further accrual of the RAM
Revenue Adjustment for that test year, if still in progress, shall
terminate. The Company will adjust the RBA Rate Adiustment to collect
the unrecovered accrued RAM Revenue Adjustment amount for that vear.

H: COMMISSICN'S AUTHORITY

The Commissicn may suspend any or all parts of this Revenue Balancing
Account Provisicon. Such suspension shall remain in place until
removed by Commission Order,

HAWATIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.




ATTACHMENT 2
PAGE 8 OF 16

Superseding Sheet No. 83 REVISED SHEET NO. 93
Effective March 1, 2011 Effective June 1, 2013

RATE ADJUSTMENT MECHANISM PROVISION

Rate Adjustment Mechanism (“RAM”) Provision

Purpose

This mechanism is subject to review and continuation, terminaticen or
modification in the utility’'s next base rate case proceeding, upon a
showing by the utility and finding by the Commission that continuation
or modification is appropriate. As part of its zubmitted testimony in
the base rate case, the Company will include a summary report on the
status of certain HCEI initiatives. The RAM mechanism is designed to
determine the change in annual utility base revenue levels,
recognizing certain estimated changes in the utility’'s cost to provide
gservice, If, through the application of this mechanism, it |is
determined that annual utility base revenues should be decreased or
increased, then the RAM Revenue Adjustment will be applied within the
Revenue Balancing Account Provision. The RAM Revenue Adjustment
established for a RAM Period calendar year that is also a rate case
test year shall terminate on the effective date of tariff rates that
are implemented pursuant to a Commission Decision & Order for that
test year, unless otherwise specified below.

Definitions

a) The Annual Evaluation Date shall be the Date the Company will make
its annual filing under this mechanism. The Annual Evaluation Date
ghall be no later than March 31st of each year, commencing March 31,
2011.

b) The Evaluation Period is defined as the historical twelve month
period ending December 31, of each calendar year preceding the Annual
Evaluation Date. The Evaluation Period is used solely to determine
achieved earnings and any sharing of such earnings above the
authorized Return on Equity.

c) The RAM Period is defined as the calendar year containing the
Annual Evaluation Date.

d) The Labor Cost Escalation Rate shall be the applicable annual
percentage general wage rate increase provided for in currently
effective union labor agreements for use in escalating wage and salary
Base Expenses for union employees to determine the RAM Revenue
Adjustment for each RAM Period. In the event no union labor agreement
exists for a RAM Period, the wmost recently effective annual general
percentage increase rate shall apply.

HAWAINAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION
e) The Non-labor Cost Escalation Rate shall be the consensus
estimated annual change in the Gross Domestic Product Price Indicator
(“GDPPI”) to escalate non-labor Base Expenses to determine the RAM
Revenue Adjustment for each RAM Period. The GDPPI escalation rate

shall be the consensus projection published by the Blue Chip Economic
Indicators (Aspen Publishing) each February for the current RAM
Period. In the event that the Blue Chip Economic Indicators forecast
of the GDPPI is not available, the Consumer Advocate, Company, and
other parties tce the most recent rate case, with approval of the
Commission, shall Jjointly select an alternative data source, or
national economic index similar to GDPPI, as appropriate.

f) The annual Labor Productivity Offset shall be fixed at 0.76
percent (76/100 of one percent} and will be subtracted from the Labor
Cost Escalation Rates applicable to Base Expenses to determine the
authorized RAM Revenue Adjustment for each RAM Period.

g) The Base Expenses shall be the labor and non-labor operations and
maintenance expense amounts approved by the Commission in the last
issued Decision & Order in the Company’s most recent test year general
rate case. Base Expenses shall not include any fuel, purchased power,
IRP/DSM, pension, Other Peost-Employment Benefits (“OPEB”), or Clean
Energy/Renewable Energy Infrastructure or any costs that are subject
to recovery through separate rate tracking mechanisms.

h) The Major Capital Projects shall be those capital investment
projects that require an application before and approval by the
Commission undexr the Commission’s General Order No. 7, but excluding
those projects included in the Clean Energy Infrastructure Surcharge.

1) The Baseline CCapital Projects shall be the total amounts of
capital investment completed and closed to Plant in Service, excluding
amcounts related to Major Capital Projects.

i) The Return on Investment shall be the overall weighted percentage
rate of return on debt and equity capital approved by the Commigsion

in the last issued Decision & Order in the Company’s most recent test
year general rate case.

HAWANAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION (continued)
k) The Authorized Return on Equity shall be the percentage rate

of return on equity capital approved by the Commission in the
last issued Decision & Orxrder in the Company’s most recent test
year general rate case.

1) The Exogenocus Tax Changes shall be the changes in tax laws
or regulations that are estimated toc impact RBA Target Revenues
by two million dollars ($2,000,000) or more.

m) The Rate Base shall be the average net investment estimated
for the RAM Period, including each of the elements of rate base
reflected within the most recent rate case Decision & Order
issued by the Commission, quantified in the manner prescribed in
part (f) of Section 2 of the Rate Adjustment Mechanism.

n) The RAM Revenue Adjustment shall be the change in the annual
amount of revenue required for the utility to recover the sum of
the O&M RAM Adjustment, Depreciation & Amortization RAM

Adjustment, and Rate Base RAM - Return on Investment Adjustment,
using the ratemaking conventions and <calculations reflected
within the most recent rate case Decision & Order issued by the
Commission, quantified in the manner prescribed herein.

o) The RAM Revenue Adjustment determined by this RAM Provision
is to be recovered through the RBA Provision commencing on June 1
and over the subseguent 12 months after June 1.

P) Earnings Sharing Revenue Credits shall be the amounts to be
returned to customers as credits through the Revenue Balancing
Account (*RBA”)} Provision, so as to implement the earnings
sharing percentages and procedures described herein, commencing
on June 1 of the calendar year containing the Annual Evaluation
Date and over the subsequent 12 months after June 1.

gq) Major Capital Projects Credits shall be the amounts to be
returned to customers through the Revenue Balancing Account
Provision, to reduce a preceding year’s RAM Revenue Adjustment
{including interest at the rate described in the RBA Provision)
for specific major capital projects that were not placed into
service within the first nine months of the preceding RAM Pericd
as expected. Because the Commission’s review of the Major Capital
Projects’ actual costs incurred may not occur until the rate case
after the RAM Revenue Adjustment for these Major Capital Projects
is collected, Major Capital Projects Credits (including interest)
will be returned to custcomers for the amount of Major Capital
Projects costs that the Commission disallows for cost recovery.
The Major Capital Projects Credits are to be refunded through the

HAWAIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013,
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

RBA Provision, commencing on June 1 of the calendar vyear
containing the Annual Evaluation Date and over the subsequent 12
months after June 1.

r) Baseline Capital Projects Credits shall be the amounts to be
returned to customers through the RBA Provision, to reduce a
preceding year's RAM Revenue Adjustment (including interest at
the rate described in the RBA Provision) for specific baseline
capital projects that are disallowed by the Commission in a
subsequent rate case if the disallowance reduces actual Baseline
Capital Projects costs below the Baseline Capital Projects cost
estimate derived using the method identified in part (f)ii. of
Section 2 of the Rate Adjustment Mechanism below. Because the
Commission’'s review of baseline capital projects may not occur
until the rate case after such baseline capital projects are
included in one or more RAM Revenue Adjustment filings, Baseline
Capital Projects Credits shall be used to refund to customers any
prior collections (i.e., Return on Investment on Rate Basze and
Depreciation, plus interest) relating to the amount of Baseline
Capital Projects costs that the Commission subsequently disallows
for cost recovery. The Baseline Capital Projects Credits are to
be refunded through the RBA Provision, commencing on June 1 of
the calendar year containing the Annual Evaluation Date and over
the subsequent 12 months after June 1.

Rate Adjustment Mechanism

The Company shall file with the Commission, the Consumer Advocate
and each party to the Company’s most recent rate case proceeding,
the schedules specified below:

Evaluation Period Earnings Sharing:

1. For the twelve month period ending December 31, of each year
(the “Evaluation Period”), with the filing to be made no

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated March 27, 2012.
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

later than March 31,

the Evaluation Period. The schedules will include

following:

a} Company’s recorded actual average net plant

of the year following the conclusion of

the

in service,

accumulated deferred income taxes, inventory, working

capital, and cther rate base components.
shall also show

The schedules
the utility's depreciation expense,

operating and maintenance expense, income taxes, taxes

other than income taxes,

and other components of income

for return, revenues, and capital structure, cost of
of capital, and return on common
equity in the format set forth in the final order
establishing the Company’s latest effective rates.

debt, overall cost

by A1l applicable

accounting

and pro forma adjustments

historically required in annual reports filed with the

Commigsion.

¢) Pro-forma adjustments to remove

from recorded revenues

any out-cof-period Earnings Sharing Revenue Credits oxr
Major Capital Projects Credits recorded during

Evaluation Pericd,

and

the

d} A calculation comparing the achieved return on average
common equity to the following earnings sharing grid,

indicating the

Earnings Sharing Revenue Credit

and
that

should be recorded within the Revenue Balancing Account

to effect the

prescribed sharing of earnings above
authorized levels:

ROE at or below the
Authorized ROE

Retained entirely by shareholders
- no customer credits

First 100 basis points
(one percent) over
Authorized RCE

25% share credit to customers

Next 200 basis pecints
(two percent) over
Authorized ROE

50% share credit to customers

All ROE exceeding 300
basis points (three
percent) over
Authorized ROE

90% share credit to customers

HAWAIIAN ELECTRIC COMPANY. INC.

Docket No. 2008-0083, Final Decilsion and Order, December 29,

2010.

Transmittal Letter dated January 24, 2011.
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

RAM Period RAM Revenue Adjustment:

2) The Company shall provide additional schedules indicating
the following proposed RAM Revenue Adjustment calculations
applicable for the RAM Period using the methodology set
forth below:

a)

b)

c)

d)

e)

The O&M RAM Adijustment shall adjust Base Expenses

segregated between labor and non-labor components and

treated as follows:

i. The labor component shall be quantified for the

RAM Period by application of the Labor Cost
Escalation Rate, reduced to account for the
Productivity Offset to labor expenses, including
payroll taxes. The part of Base Expenses that
represents labor costs for merit employees shall
not be subject to application of the Labor Cost
Escalation rate, nor be reduced by the
Productivity Offset.

ii. The Non-labor components shall be quantified for
the RAM Period by application of the Non-labor
Ezcalation Rate to non-labor Base Expensez. Non-
labor components shall exclude fuel, purchased
power, pension/QPEBs, IRP/DSM or other rate
adjustment provisions.

Depreciation and Amortization RAM Adjustment shall be
gquantified for the RAM Period by application of
Commission-approved accrual rates and methods to the
actual recorded Plant in Service balances at the end of
the Evaluation Period.

The Rate Base RAM - Return on Investment Adjustment shall
be determined by multiplying the applicable Pretax Rate
of Return times the change in Rate Base. The Pretax Rate
of Return shall include related income taxes on the
equity components of the Return on Investment rate
approved by the Commission in the last issued Decision &
Order in the Company'’'s most recent test year general rate
case. The quantification of Rate Base is specified in
greater detail in part (f) of this Secticn 2.

The revenue impact of any Excgencus Tax Changes shall be
included in the RAM Period calculation of the RAM Revenue
Adjustment.

Revenue taxes shall be adjusted to account for the change
in parts (a) through (d) of this Section 2.

Rate Base for the RAM Pericd shall be quantified as
follows:

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013,
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RATE ADJUSTMENT MECHANISM PROVISION (continued)

i.

ii.

iii.

iv.

vi.

Plant in Service, Accumulated Depreciation, Accumulated
Deferred Income Taxes and Contributions in Aid of
Construction (“CIAC*)} shall be a two-point average of
actual recorded balance sheet data at December 31 of
the Evaluation Period, plus projected values at
December 31 of the RAM Period determined as prescribed
in parts (ii) through (v), below.

Plant in Service shall be quantified by adding to the
recorded balances at December 31 of the Evaluation
Period, the simple average of Baseline Capital Projects
plant additions recorded in the immediately preceding
five calendar years, plus the estimated cost of
completed Major Capital Projects that are anticipated
to be in service by September 30 of the RAM Period.

The cost of Major Capital Projects shall be limited to
the dollar amounts previously approved by the
Commission, and shall be included at the level of
recorded costs 1f recorded costs are lower than the
budget amounts approved by the Commission, and the
Commission has not yet reviewed the project caosts in a
rate case.

Accumulated Depreciation at December 31 of the RAM
Period shall be quantified by increasing the recorded
balances at December 31 of the Evaluation Period by the
amount set forth in Section 2 part (b} above,
consistent with rate-making treatment.

CIAC shall be quantified by adding to the recorded
balance at December 31 of the Evaluation Period an
estimate of the net change for the RAM Period. The net
change shall be based on a simple average of cash and
in-kind CIAC for the immediately preceding five
calendar years for programs (i.e., numerous low cost
capital projects) plus specific engineering estimates
of any contributions for the Major Capital Projects
anticipated to be in service by September 30 of the RAM
Period.

Accumulated Deferred Income Taxes shall be quantified
by adding to the recorded balances at December 31 of
the Evaluation Period the estimated tax effect of the
depreclation timing difference (i.e., difference
between book depreciation and tax depreciation} on the
Baseline Capital Projects and Major Capital Projects
added to rate base during the RAM Pericd.

Working Cash and all other elements of rate base not
specifically addressed above shall be fixed at the

dellar amocunt approved by the Commission in the last
issued Decision & Order in the Company’‘s most recent
test year general rate case. These elements of rate
base shall be held constant until revised by a future
Commission Decision & Order in a general rate case.

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISION {continued)
g.} See also Settlement Agreement section below.

Evaluation Procedures

Complete, indexed workpapers and electronic files supporting the
RAM Adjustment, Earnings Sharing Revenue Credits, and Major and
Baseline Capital Projects Credits Schedules shall be provided to
the Commission, the Consumer Advocate and all other parties to the
Utility’s most recent rate case proceeding ("Other Rate Case
Parties”), 1if any, <coincident with the Annual Evaluation Date
filing. The Company will be prepared to provide information as may
be requested to ensure adeguate review by the Commission, Consumer
Advocate, Other Rate Case Parties, and other interested persons.
The Consumer Advocate, Other Rate Case Parties,and other
interested personz may propose any adjustments determined to be
required to bring the schedules into compliance with the above
provigions and will work cellaboratively to reach agreement on any
proposed adjustments.

The RAM Revenue Adjustment, and any prior year RAM Revenue
Adjustments, shall be recalculated for errors in prior calculations
and for subsequent Commission orders that change the basis of prior
calculations. The effect of such changes to the RAM Revenue
Adjustment shall be implemented as described in the Revenue
Balancing Account Provision.

As described in Sections 6-61-61 and 6-61-111 of the Hawaii
Administrative Rules, Title 6, Chapter 61, based upon the Company’s
filed schedules and in the absence of any protests submitted by the
Consumer Advocate, Other Rate Case Parties, or other interested
persons, not later than 15 days before the June 1 effective date of
the RBA Rate Adjustment described in the RBA Provision tariff, the
RBA Rate Adjustment incorporating the RAM Revenue Adjustment,
Earnings Sharing Revenue Credits, and Major and Baseline Capital
Projects Credits shall go into effect on the June 1 effective date,
and the Commission shall confirm the commencement of the RBA Rate
Adjustment in its wmonthly Tariff Order.

Notice

Notice of the annual Revenue Balancing Account Rate Adjustment
filing shall be provided to all affected customers of the Utility
in accordance with the provisions of this section by publication in
newspapers of general circulation within 14 days and by including
netification with its billing statements within 60 days after the
Company makes its annual filing pursuant to this tariff. The
notice to customers shall include the following information:

HAWAIIAN ELECTRIC COMPANY, INC.

Transmittal Letter dated May 1, 2013.
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RATE ADJUSTMENT MECHANISM PROVISICN (continued)

a) A description of the proposed revision of revenues,
Earnings Sharing Credits, and Major or Baseline Capital
Projects Credits;

b) The effect on the rates applicable to each customer class
and on the typical bill for residential customers; and

c) The Company’'s address, telephone number and website where
information concerning the proposed Revenue Balancing
Account Rate Adjustment may be obtained.

SETTLEMENT AGREEMENT

The provisions in this secticn are for the sole and limited
purpose of implementing the Stipulated Settlement Agreement
between the Hawaiian Electric Companies and the Division of
Consumer Advocacy regarding Certain Regulatory Mattersg, filed in
Docket No. 2008-0083, which the Commission approved in Qrder No.
31125, issued on March 19, 2013.

The Company will include in the Rate Base RAM - Return on
Investment Adjustment and the Depreciation and Amortization RAM
Expense Adjustment, in 2013 and subsequent years, the recoverable
costs of the Campbell Industrial Park Combustion Turbine Unit 1
(“CIP CT-1"} and the Customer Information System (“CIS*)
proiects, net of the Stipulated and Commission approved project
cost write-downs and as otherwise provided for in the Stipulated
Settlement Agreement. Recovery of the CIS costs through the RAM
Revenue Adjustment is for the sole purpose of this settlement
agreement and does not constitute a precedent for the recovery of
any other software or regulatory asset deferred costs through the
RAM Revenue Adjustment.

In accordance with the Stipulated Settlement Agreement and for
only the 2014, 2015, and 2016 RAM Periods, Hawaiilan Electric will
be allowed to record the 2014, 2015, and 2016 RAM Revenue
Adjustments, effective January 1 through December 31 of the
calendar year (once the Company is able to determine the amount) .
The Company shall be allowed to collect the accrued RAM Revenue
Adjustment amounts, pursuant to this provision, through the RBA
Rate Adjustment £rom June 1 of each year to May 31 of the
following year.

When the Company implements a Commission Decision & Order for any
rate case test year within 2014, 2015, or 2016, the accrual of
RAM Revenue Adjustment amounts for that test year, if still in
progress, shall terminate. The Company will adjust the RBA Rate
Adjustment to ceollect any accrued but unrecovered RAM Revenue
Adjustment amounts for that year.

COMMISSION'S AUTHORITY

The Commission may suspend any or all parts of this Rate
Adjustment Mechanism Provision. Such suspension shall remain in
place until removed by Commission Order.

HAWAIIAN ELECTRIC COMPANY, INC.
Transmittal Letter dated May 1, 2013.




STATE OF HAWAII

CITY AND COUNTY OF HONOLULU

VERIFICATION

S8,

Patsy H. Nanbu, being first duly sworn, deposes and says: That she is Vice President,

Regulatory Aftairs, of Hawaiian Electric Company, Inc., Applicant in the above proceeding; that

she makes this verification for and on behalf of Hawaiian Electric Company, Inc., and is

authorized so to do; that she has read the foregoing Tariff Transmittal, and knows the contents

thereof; and that the same are true of her own knowledge except as to matters stated on

information or belief, and that as to those matters she believes them to be true.

Subscribed and sworn to before
me this 1* day of May, 2013.

Al ihpzaho I ke Kele>

DEBORAH ICHISHITA
Notary Public, State of Hawaii

July 18,2016

My Commission expires
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STATE OF HAWAII NOTARY CERTIFICATION
Doc. Date: __5/1/2013 # of pages 53
Notary Name: DEBORAH ICHISHITA First Circuit

Doc. Descrip[ion: Hawaiian Electric

ABplication - Transmittal No. 13-06
(Decoupling)
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CERTIFICATE OF SERVICE ‘

[ hereby certify that the foregoing Transmittal No. 13-06 was served on the date of filing

by hand delivery, as indicated below.

Jeffrey T. Ono 2 copies
Executive Director via Hand Delivery
Division of Consumer Advocacy

Department of Commerce and Consumer Affairs

335 Merchant Street, Room 326

Honolulu, Hawaii 96813

Dated: Honolulu, Hawaii, May 1, 2013.

HAWAIIAN ELECTRIC COMPANY, INC.

Tyler Oya



