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The Honorable Chair and Members PUBLIC Uiiliti
of the Hawai‘i Public Utilities Commission COMMISSInN

465 South King Street
Kekuanao‘a Building, First Floor
Honolulu, Hawai‘i 96813

Dear Commissioners:

Subject: Transmittal No. 15-03 (Decoupling)
Transmittal No. 15-04 (Decoupling)
Transmittal No. 15-05 (Decoupling)
Hawaiian Electric Companies’ Responses 1o CA-IRs

Hawaiian Electric Company, Inc., Hawai‘i Electric Light Company, Inc., and Maui Electric
Company, Limited (collectively, the “Hawaiian Electric Companies” or “Companies”) hereby
submit responses to the information requests filed by the Consumer Advocate on April 30, 2015
(“CA-IRs").

If you have any questions on this matter, please contact me at 543-4622.

Respectfully submitted,

o € U

Dean K. Matsuura
Manager, Regulatory Rate Proceedings

Enclosures

cc: Division of Consumer Advocacy

Hawaiian Electric PO BOX 2750 / HONQLULU, Ht 96840-0001
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CA-IR-13

In the conference call discussion with Commission personnel on April 27, Company
representatives identified certain formula errors that were corrected within the amended
decoupling tariff transmittals dated April 15. Please respond to the following:

d.

Identify which Schedules and Workpapers within the Companies’ calculations contained
the errors, indicating whether changes had been made to the template from prior years®
filings that contributed to the errors.

Other than Schedules A1, J and K and the associated workpapers that were added in
compliance with Order No. 32735, did the Companies make any other modifications to
template Schedules in preparing their initial filings or their amended filings for RBA rate
adjustments this year?

If your response to part (b) is affirmative, please list and describe each template schedule
modification that was performed and explain the reason for the change.

Hawaiian Electric Companies' Response:

a.

There were two errors discussed in the conference call with Commission personnel on
April 27 and as described in the Companies’ response to CA-IR-3, filed on May 4, 2015.
The first was in Maui Electric Schedule D1 to the unamortized CIAC balance at
12/31/14, which was inadvertently not updated and still reflected the CIAC balance at
12/31/13. The formula for the CIAC beginning balance in Note 1 of Maui Electric
Schedule D1 was not properly updated to link to the 12/31/14 balance on Maui Electric
Schedule Gl. This error was corrected in the Revised Maui Electric Schedule D1 (both
Schedule DI and MECO-WP-J-002, filed on April 15, 2015) and the unamortized CIAC
balance at 12/31/14 reflects the correct balance.

The second is an allocation error in the Accumulated Deferred Income Tax
(“ADIT”) balance for CIS between utility and non-utility portions. This error and its
correction is detailed and described in Maui Electric Schedule K1 and MECO-WP-K |-

001. This error was corrected in the Revised Maui Electric Schedule D1 (both Schedule
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D1 and MECO-WP-J-002, filed on April 15, 2015) (see Note 4) and the ADIT balance at
12/31/14 is properly stated.
No changes were made to the template from prior years’ filings that contributed to
the error.
Other than Schedules Al, J, K, K1, the associated workpapers and the corresponding feed
of the relevant amounts on these schedules into the existing template added in
compliance with Order No. 32735, no modifications were made to template Schedules in

preparing the initial or amended filings for the RBA rate adjustments.

Not applicable,
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CA-IR-14

Ref: Schedule B, Note 1; HECO-WP-B-007: Informal RBA IR #15 (Billing Adjustments).

In the conference call discussion with Commission personnel on April 27, Company
representatives explained the general nature of the recurring billing adjustments listed within
footnote | on Schedule B. Additional information on this topic was provided by the Company
informally in response to RBA IR #15. Please provide the following additional information:

a.

Provide a detailed description of each of the most common types of billing adjustments
that are encountered, including meter reading errors and each type of rate schedule
change.

Explain whether the Companies got behind on their normal schedules for performance of
billing adjustments, explaining any manual reviews that are required, how these reviews
are performed, and whether procedures have been adopted to automate or otherwise
expedite billing adjustment review procedures.

Explain what is being done differently to accomplish “reviewing accounts on a monthly
basis” as referenced in informal IR #15 and why this should result in fewer large, muliti-
customer, multi-month adjustments.

Are the Companies responsible, under Rule 11(C)(1), to calculate the impact of any
“incorrect application of the rate schedule” for a specified historical period and provide
bill credit refunds to affected customers?

If your response to part (c) is affirmative, please explain how this requirement is
interpreted and administered, indicating procedures employed to periodically review and
determine the applicable rate schedule, the responsibility (if any) the customer has to
review and approve rate schedule changes, and the authority relied upon to determine the
period of any refunds that are credited to customers.

If your response to part (d) is negative, please identify and provide copies of any other
authority relied upon for recurring forms of billing adjustments or refunds to customers.
Do the Companies add any accrued interest to amounts refunded to customers? Why or
why not?

If your response to part (g) is negative, for what reasons should interest ever be added to
customer billing adjustments on Schedule B?

Given the period of time decoupling has now been in effect for each utility, please
explain whether it would be appropriate to simply allow billing adjustments to flow
through the reported billed revenue accounting, without analysis of prior periods
impacted and without the calculation of interest.

Provide copies of any supporting analyses, workpapers, projections and other documents
associated with your response to part (i).

Hawaiian Electric Companies' Response:

The most common type of recurring billing adjustment is the rate transition from

Schedule J to Schedule G. When customer’s usage pattern changes (reducing their usage
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below 5,000 kwh / month and 25.0kw for consecutive 12 months), they are eligible to be
billed in Schedule G.
The system report generated for Schedule J customers requiring rate review had been
difficult to use and had not been reviewed in a timely manner.

Instead of using the system report, the Companies are currently using a system
extract of Schedule J customers and Microsoft EXCEL. Utilizing filters, the Companies
are able to identify accounts that have met the rate change criteria (e.g. below 5,000
kwh/month and below 25.0kw for the past 12 months). These accounts are reviewed by a
Customer Service billing representative to determine whether a rate change from
Schedule J to Schedule G can be made at the next billing period.

The Customer Service bill review team is also working with the Customer Service
Support & Improvement (CSSI) team to refine the system report to identify accounts
requiring rate changes in a timelier manner.

Using the system extract and Microsoft EXCEL, the Companies are able to identify
accounts that have met the rate change criteria quickly. By reviewing these accounts
promptly, the rate is changed as soon as the account is eligible for a rate change.

Per Rule No. 11, Section C. Adjustment for Billing Error, Provision 1, where a customer
has been overcharged as a result of incorrect application of the rate schedule, the amount
of the overcharge shail be adjusted, refunded or credited to the customer. There is no
provision in the tariff for applicable historical period or limit on the application of this

section. Because of this, the Companies’ practice under this provision of Rule No. 11 has

been to refund or credit to the customer for all billing periods where the customer has

been overcharged, without limitation as to when the error occurred.
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This response reflects an affirmative response to subpart d above, rather than subpart ¢
referenced in the request to subpart e. The procedures employed to periodically review
and determine the applicable rate schedule are described in the responses to subparts b
and c above. These rate schedule reviews are performed for tariff provisions where
customers are moved to different rate schedules based on kWh and/or kW usage. In such
cases, customers do not have a choice of rate schedule under which to be served, and
there is no customer review and approval of any rate schedule changes implemented
under such tariff provisions. The Company’s Rule No. 11 is the authority relied upon to
determine the period of refunds, as described above in the response to subpart d.
Not applicable.
The Companies do not add any accrued interest to amounts refunded to customers under
the provisions of Rule No. 11, part C, which does not provide for accrual of interest
whether a customer has been overcharged or undercharged.
In concept, interest should be added to customer billing adjustments on Schedule B where
the billing adjustments represent corrections to prior periods. However, see the
Companies response 1o subpart i. below.
The Companies have suggested changes to billing adjustment RBA treatment in the past,
and are open to allowing billing adjustments flow through the reported billed revenue
accounting, without analysis of prior periods impacted and without the calculation of
interest, subject to a certain threshold.

As discussed in Docket No. 2013-0141, HECO Reply SOP — Schedule B, Exhibit

N, the Companies proposed that any billing correction adjustments with an impact to the

RBA balance of less than $50,000 be run through the current month’s RBA calculation.
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Because this is the same threshold for retro-active interest calculation, as stated in the
RBA Provision Tariff, the only difference between processing billing adjustments as an
adjustment to the RBA balance versus incorporating the billing correction adjustment
into the current month calculation would be a half month of interest. With the relatively
low interest rates in effect’, this difference would be nominal. This treatment would also
streamline the RBA calculation by eliminating the need to process and review an
additional journal entry. Under this treatment, the adjustment would also not be called
out as a separate line item on Schedule B2 and would not appear in the “Adjustments”
column in Schedule B, In proposing this, the Companies seek to strike a balance between
precision/accuracy and the time and effort involved in analyzing and reporting the lower
level billing adjustments, with the acknowledgment that the adjustments could go either
way (increase or decrease the RBA balance). The Hawaiian Electric Companies are not
proposing a change to the treatment of billing correction adjustments with an impact of
$50,000 or greater to the RBA balance.

Also, see the Companies’ response to Informal CA-IR-5 regarding the
Companies’ Reply Statement of Position, Exhibits M and N, in Docket No. 2013-0141,
originally submitted on October 15, 2014 with revisions submitted on December 4, 2014.
The revised response stated: “A billing adjustment threshold of $50,000 for this revised
approach could be utilized to strike a balance between accuracy, efficiency, and
simplification. This threshold would apply to individual billing adjustments, as well as

the aggregation of billing adjustments equal or greater than $10,000 that result from the

! In accordance with Decision and Order No. 31908, effective March 1, 2014 the Companies have utilized the short
term debt rate as established in deriving the consolidated cost of capital in each company’s last full rate case in
computing interest on the outstanding RBA balances.




CA-IR-14

TRANSMITTAL NOS. 15-03,-04,-05

PAGE 50F 5
same event. In the spirit of streamlining, this threshold would also be used as the
reporting threshold in the informal responses (Question 4.b. of the monthly RBA
packets), as adjustments subject to this revised approach (i.e., adjustments that fall below
the proposed threshold) would not be separately identified in the supporting workpapers
and would require additional time and effort for Customer Service to provide.”

Attachment | was also previously provided in the Companies’ revised response to

Informal CA-IR-5, flowcharting the current and proposed processes. After the
Companies provided these suggestions, no response was received from the Consumer
Advocate. However, the Companies are interested in continuing the discussion in the
spirit of further streamlining RBA calculation and reporting.
See Attachment 2 for a listing of billing adjustments for 2014. Billing Adjustments for
the period January through September 2014 were previously provided at the Consumer
Advocate’s request on December 3, 2014 as a follow-up to the October 30, 2014 meeting

on the RBA simplification. Attachment 2 updates the previous file through the end of

2014.
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Notes:

The impact of the adjustment is included in the monthly “Variance to RBA" column of Schedule B. There is no reporting of these
billing adjustments in the monthly RBA packets provided to the Consumer Advocate.

- The impact of the adjustment is excluded from the “Variance to RBA” column and included in the “Adjustments” column of
Schedule B. These billing adjustments are reported in the monthly RBA packets provided to the Consumer Advocate.
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Billing Adjustments - Summary

2014
Billing Adjustments Hawaiian Electric Maui Electric Hawaii Electric Light
Jan-Sept | Oct-Dec Jan - Sept Oct-Dec |® Jan-Sept | Oct-Dec”
$5,000 - $20,000 7 .61 2 0 SR - A A
20,001 to 49,999 1 . 0 0 0 -0 v 0
$50,000 and above 2 0 0 0 3 D R B
Total 10 61 2 0 6 s~ 20
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Billing Adjustments PAGE 2 OF 3
2014
Month of Billing Billing Adj Impact to RBA
Line Adjustment Pre-Decoupling Post-Decoupling Total (Principal)
Hawaiian’Electric - $5,000-320,000 = # o f § o7 v cipoiow A e e L7
1 |August 2014 % - $ 5323 % 5323 % 5,057
2 |September 2014 $ - $ 5591 (% 55911 % 5,123
3 _|August 2014 $ - $ 6,488 | $ 65488 | $ 8,154
4 |September 2014 3 - 3 7232 1% 72321% 6,608
5 |[September 2014 $ - $ 7559 % 7,559 [ % 6,968
6 |September 2014 $ - $ 10,114 | $ 10,114 | $ 9,264
7 [April 2014 3 - $ 11,499 | § 11,499 | § 2,887
Hawaiian Electric - $20,001 - 49,999 _ ‘ . R s
8 [March 2014 6,916 | $ 18,576 | § 25492 | § 17,678
Hawaiian Electric - $50,000 and above ~ ; : T . ;

9 |January 2014 $ - 18 60,916 | § 60,916 | $ 55,522
10 [May 2014 $ - b 2713221 % 271322 | § 245,812
Hawaiian Electric - $5,000 - $20,000 (Oct - Déc 2014} i - N T o
11 |October 2014 $ - 3 6,449 | § 6,449 5,877
12 |October 2014 3 - 3 86091 % 8,609 7.934
13 |October 2014 $ - 3 5675 % 5675 5173
14 |October 2014 3 - 3 58151 % 5,915 5,429
15 |October 2014 3 - 3 5216 (% 5216 4,845
| 16 |October 2014 $ - |8 63383 6,338 5,779
17 |{October 2014 3 - 3 6,147 | $ 6,147 5,645
18 |Qctober 2014 $ - $ 5240 % 5,240 4,804
19 [October 2014 $ - $ 8532 1% 9,532 8,718
20 |October 2014 $ - 3 56371 % 5,637 5,239
21 |October 2014 $ - $ 7,444 | § 7,444 6,826
22 [October 2014 $ - $ 7669 % 7,669 7.188
23 |November 2014 $ 803 % 11197 | § 12,000 10,294
24 |November 2014 3 - b 6,519} % 5,519 6,174
25 |November 2014 3 - 3 B306 | $ 8,306 7,766
26_|November 2014 $ - $ 6,328 | $ 6,328 5,970
27 |November 2014 $ - 3 6,642 | % 6,642 6,221
28 [November 2014 $ - $ 8118 % 8,118 7,397
29 |November 2014 % - 3 6,129 | $ 6,129 5,627
30 |November 2014 3 - 3 5299 | % 5,299 5,057
31 |November 2014 3 323 1% 5585]% 5,908 5,416
32 |November 2014 3 - 3 7673 1% 7.673 7,225
33 _|November 2014 $ - $ 65,398 | § 6,398 5,853
34 [November 2014 $ - |8 7,353 [ % 7,353 6,788
35 |November 2014 $ - $ 8934 (% 8,934 8,147
36 |November 2014 $ - $ 6,762 | $ 6,762 6,242
37 |November 2014 $ - 5 6,344 | $ 6,344 5,802
38 [November 2014 3 - $ 5483 ([ % 5,483 5,071
39 [November 2014 [ - $ 5325 % 5,325 4,852
40 |November 2014 $ - $ 6013 | % 6,013 5,507
41 {November 2014 $ - 3 7662 (% 7,662 6,981
42 1December 2014 $ - $ 87241 % 8,724 8131
43 [December 2014 $ 3,087 | $ 12,155 $ 15,242 11,144
44 |December 2014 $ - 3 5803(% 5,803 5,375
45 |December 2014 $ - 3 71121 % 7,112 6,531
46 |[December 2014 % - $ 5909 |% 5,909 5,652
47 |December 2014 $ - $ 7862 ]% 7,862 7.245
48 |December 2014 $ - 3 6,245 % 6,245 5,802
49 |December 2014 3 - $ 7.800]% 7,809 7,115
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2014
Month of Billing Billing Adj Impact to RBA
Line Adjustment Pre-Decoupling Post-Decoupling Total {Principal)
50 |December 2014 $ - $ 77961 % 7,796 7,103
51 {December 2014 3 - 5 5012 1% 5,012 4 567
52 {December 2014 $ - $ 6,499 | % 6,499 6,045
53 |December 2014 ] - $ 6,303 1% 6,303 5,898
54 |December 2014 3 - 3 6,068 | $ 6,068 5,618
55 |December 2014 3 - 5 6,442 | $ 6,442 5,044
56 |December 2014 3 - $ 5468 | § 5,468 5215
57 |December 2014 $ - $ 5299 1% 5,299 4 978
58 |December 2014 $ - 3 10,551 [ % 10,551 9,646
59 |December 2014 3 - 3 7238 |5 7,238 6,803
60 [December 2014 $ - 3 5,085] % 5,065 5,768
61 |December 2014 5 - $ 6,906 1% 6,906 6,392
62 |December 2014 $ - $ 6823 | % 6,823 6,319
63 |December 2014 $ - 3 6892 | % 6,892 6,551
64 |December 2014 $ - $ 721318 7.213 6,583 |
65 |December 2014 3 - $ 59611 % 5,961 5,637
66 |December 2014 § - 3 5191} % 5,191 4,790
67 (December 2014 3 - $ 10,4151 § 10,415 9,490
68 |December 2014 $ - 3 10,140 1 § 10,140 9,346
69 [December 2014 3 - $ 5401 % 5,401 5,165
70 [December 2014 $ - % 12902 1% 12,902 11,756
71 [December 2014 3 - $ 8885(% 8,885 8,145
Madi-Electric - $5,000 -'$20,000; ¢ : SN ol N
1 March 2014 3 - [] 7121 1% 7121 1% 4,829
2 |March 2014 & July 2014] $ - % (14,843)| $ {(14,843)| (13,524)
I:‘fawiiiii%Eié“éti'ib"f;i%ight%f@b%%ﬁ’{ﬂﬂﬂg"%ﬂﬂ?000“ W g ; = il
1 [June 2014 $ 4227 [ $ 1096 | § 5322 | % 998
2 |August 2014 3 4545 | § 1,007 | $ 5556 | § 918
3 [March 2014 3 - ] 57791 % 5779 (% 5,265
4 |August 2014 3 4967 | § 914 | $ 5880 1% 833
5 |April 2014 $ - |5 (2,487)] $ (2,487) § (2,266)
April 2014 $ N I E - |s (370)
April 2014 3 - 3 -(7,474)| $ (7474)] % {6,810
6 |January 2014 $ - 3 17,644 | $ 17,644 | § 16,077
7 |October 2014 $ - $ 55653 (% 5553 |% 5,060
B8 [November 2014 3 - $ 5063 (% 5063(% 4613




CA-IR-15
TRANSMITTAL NOS. 15-03,-04,-05
PAGE 1 OF 3

CA-IR-15

Ref: Schedule A. line 8; WP A-001 (GWH Forecast Reasonableness).

In the conference call discussions with Commission personnel on April 27, the Companies
indicated that sales forecasts being used for RBA rate determination may not be the most current
available updates and, at least for HECO, may be forecasting excessive load growth, relative to
recent actual downward sales trends. Please explain the basis of the forecasts that are utilized in
the amended decoupling transmittals and provide any updates with supporting documentation
where more current forecasted GWH values are now available.

Hawaiian Electric Companies' Response:

The forecasts used in the decoupling transmittals as shown in the Companies” WP-A-001 were
developed in the middle of 2014 to support various planning efforts for the Companies including
the filing of the Power Supply Improvement Plans.

As mentioned in the April 27" meeting, several factors contribute to sales such as
economic trends and projections, electricity price and the adoption of energy efficient measures
and customer-sited renewable generation systems, primarily photovoltaic (“PV”) systems. The
economic forecast used in the development of the “underlying” sales forecasts was based on an
outlook prepared by the University of Hawaii Economic Research Organization (“UHERO”) in
the first half of 2014. UHERO assumed a moderate economic expansion would continue in each
of Hawaii’s counties. The construction industries’ expansion was largest on Oahu but was
expected to continue its growth momentum to all counties going forward. In the broader
economy, job growth was expected to continue which would lay the foundation for growth in
personal income. Jobs and personal income have been identified as drivers to both the
residential and commercial customer sales. The underlying sales forecast which is driven by

economic activity and excludes the impacts of PV, energy efficiency and electric vehicles are
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shown in the response to PUC-HECO-IR-1 in Docket No. 2014-0183 pages 10 through 17, filed
on October 10, 2014,

A major component of the forecast which adjusts the sales downwards is the impacts
related to customers installing distributed generation (“DG”), primarily PV systems. In the near-
term (2014-2016), DG projections were based on simplified assumptions about the release of
applications in the queue and the pace of new applications. Since the forecast was developed
about a year ago, there has been a significant increase in the amount of applications received and
systems installed resulting in lower sales than forecasted.

The Companies’ refreshed December 2014 forecasts, which reflect an updated DG
forecast, are presented in Attachments 1, 2 and 3 of this response. The table below provides a
summary of the sales forecasts that was provided in the March 31, 2015 and April 15, 2015 RBA
Rate Adjustment Transmittal filings compared to the updated December 2014 sales forecasts in
Attachments 1-3. The updated sales forecasts includes the Companies’ anticipated impact of

higher penetrations of customer-sited renewable generation systems under Net Energy Metering

(*NEM?”), Standard Interconnection Agreements (“SIA™) and Feed-In-Tariffs (“FIT”).

Forecast Sales Hawaiian { Maui ll‘:-l]a“;al:i
in GWh Electric | Electric ]ﬁc re
ight

3/31/15 and 4/15/15

Decoupling Tariff| 6,892.8 | 1,101.0 1,068.6
|_Transmittal filings

Updated December
2014 forecasts

6,810.6 | 1,087.5 1,054.9

At the next opportunity, the Companies plan to incorporate the updated December 2014
sales forecasts to calculate their revised RBA Rate Adjustments, to be effective beginning June

1, 2015 through May 31, 2016. Based on the April 15, 2015 amended RBA Rate Adjustment

S
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filings, implementing the updated December 2014 sales forecasts would result in a slight

increase to the RBA Rate Adjustments and estimated monthly customer bill impacts (ranging

from $0.09 to $0.16) as shown below.,

4/15/15 Decoupling | Using Updated
Tariff Transmittal December 2014 | Difference
Filings Forecasts
Hawaiian Electric
RBA Rate Adjustment {cents per kWh) 2.2201 2.2469 0.0268
Monthly Bill Impact - 500 kWh 13.32 1348 [ § 0.16
Maui Electric
RBA Rate Adjustment {cents per kWh) 1.7229 1.7443 0.0214
Monthly Bill Impact - 600 kWh Maui 10.34 10.47 | § 0.13
Monthly Bill Impact - 400 kWh Molokai, Lanai 6.89 698 1% 0.09
Hawaii Electric Light
RBA Rate Adjustment (cents per kWh) 1.4424 1.4611 0.0187
Monthly Bill Impact - 500 kWh 7.21 731 (8% 0.10
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Total

Source:

Hawaiian Electric Company, Inc.

Sales Forecast for June 2015 to May 2016

in GWh
2015 2018
Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Total
1241 129.7 1311 127.0 134.2 128.8 1326 140.2 117.9 126.9 118.2 1253 15360
266 281 28.4 271 28.2 261 258 257 252 26.5 259 277 321.3
166.9 171.9 179.6 175.2 178.1 166.1 163.9 159.8 159.5 165.7 162.0 1731 2,021.8
237.3 2497 254 8 24590 2554 2387 239.3 236.7 226.2 236.7 2296 2462 28956
2.9 29 3.0 2.9 3.1 3.0 3.1 3.1 3.0 3.0 2.9 3.0 35.9
557.8 582.3 596.9 577.2 599.0 562.7 564.7 565.5 531.8 558.8 538.6 5753 6,8106
-
g
December 2014 Sales Update é
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Hawaii Electric Light Company, Inc.

Sales Forecast for June 2015 to May 2016

in GWh
2015 2016
Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Total
R 28.554 30.790 31.213 28.869 31.022 32117 35.034 35.843 28.827 32.080 29.966 28.741 373.056
G 34.789 35.851 37.494 36.860 39.027 36.657 37.110 35.040 34.104 36.060 34.581 36.433 434.005
P 19.797 20.761 21.441 20.196 21.191 20.678 20.386 19.703 18.800 19.900 19.246 20.244 242.344
F 0.424 0.460 0.452 0.448 0.464 0.459 0.459 0.476 0.453 0.455 0.440 0.484 5.483
Total 83.564 87.862 90.609 86.373 91.704 89.912 92.989 91.062 82.184 88.495 84.232 85.902 1,054.887
Source: December 2014 Update
-
2
&
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=
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Maui Electric Company, Ltd.
2015 -2016 Revenue and Expense Forecast

MWH SALES

Maui

Lanai

Molokai
Total

Source:

Jun 1l Aug Sep Oct Dec Feb Mar Apr  May Total

84,773 88,668 91,222 85,547 92,223 86,912 88,524 88,097 79,894 83,749 80,344 83,307 1,033,260
2,209 2,273 2,300 2,229 2,225 2,154 2,150 2,246 2,017 2,216 2,170 2,214 26,445
2,264 2,350 2,436 2,381 2,449 2,324 2,355 2,311 2,151 2,277 2,206 2,322 27,826

89,246 93,291 95,558 90,156 96,897 91,431 93,029 92,655 84,062 88,242 84,720 87,843 | 1,087,530 l

December 2014 Update
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Ref: Schedule F-1, Note 1 (2015 Bonus Depreciation).

The Companies’ projected ADIT balances calculated on Schedule F-1, prior to consideration of
RAM Cap impacts, have assumed no bonus tax depreciation will be available for vintage 2015
property additions. Please respond to the following:

a. Confirm that no bonus depreciation has been assumed available for vintage 2015
additions, or explain any inability to provide such confirmation.

b. Provide revised Schedule F-1 and Schedule F-2 calculations for each utility, assuming
50% bonus depreciation is ultimately extended for tax year 2015.

c. If the tax laws associated with bonus depreciation for 2015 are again revised retroactively

(as occurred in 2014 under the Tax Increase Prevention Act), will the Company commit
to recalculation and consideration of any needed adjustments to the RBA balance to
account for the availability of bonus depreciation?

d. Please explain your response to part (b), with supporting documentation associated with
your explanation.

Hawaiian Electric Companies' Response:

a. Yes, no bonus depreciation has been assumed available for vintage 2015 additions.

b. See Attachment | of this response for revised Schedule F1 and F2 for the three utilities.
This calculation hypothetically assumes that bonus depreciation, as enacted in 2014,
applies to all property placed into service in 2015, except for land and 39 year property.

c. The Company believes that the “exogenous tax change” provision in the RAM tariff was
instituted for all tax changes that might occur after the tariff rates are instituted. The
consideration of bonus depreciation should be no different and the thresholds set in the
tariff should therefore apply in the interest of keeping the RAM tariff simpler and
administratively efficient.

However, in light of the fact that the term “exogenous tax changes™ has not been

clarified and the status of Congressional action on bonus depreciation is similar to 2014,

the Company is agreeable to this exception from the RAM tariff. Consequently, should
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the bonus depreciation provision be extended to apply to the entire 2015 tax year, the
Company would not view 2015 bonus depreciation as an “exogenous tax change” subject
to the applicable thresholds.

[f this exception is made, the impact of bonus depreciation should consider all the
relevant facts at the time of enactment, including the date of enactment relative to the
Companies’ obligation to pay its estimated taxes based on the law as currently in effect.

Ordinarily, the impact of the change in law would be effected through the amount
of accumulated deferred income taxes (ADIT) in rate base RAM. The increase in ADIT
associated with bonus would reduce rate base assuming these benefits were realized over
the entire year. If bonus depreciation were enacted after any quarterly estimated income
taxes are paid (the 15" of April, June, September and December), the Companies would
not have realized the full year’s benefit of the tax deferral. Consequently, any adjustment
to the Rate Base RAM — Return on Investment should factor in the actual benefits
realized, or not realized, by the Companies. For example, if bonus depreciation is
enacted after December 15, 2015, the Companies will have made all its federal estimated
payments for 2015 as if bonus depreciation was not enacted and therefore, would have
received no tax benefit in 2015. Thus, in this example, no adjustment to the Rate Base
RAM — Return on Investment would be warranted. Additionally, as a result of Order No.
32735, the Companies are now subject to a RAM Cap as defined Order No. 32735.
Because the 2015 RAM Cap is determined based on an escalation of 2014 adjusted target
revenues, 2015 ADIT projections have no impact on the determination of the 2015 RAM

Cap. Therefore, an adjustment to target revenues would only be made if the total




CA-IR-16
TRANSMITTAL NOS. 15-03,-04,-05
PAGE 3 OF 3

Adjusted RAM Revenue Adjustment determined based on the “existing tariff'” is less

than the RAM Cap.

d. The attachment to part b shows the calculations in the excel format.

" Excluding the 90% incremental Rate Base RAM limitation previously required under Order No. 31908.
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DECOUPLING CA| CULATION WORKBOOK

DEIERMINATION OF TAX DEPRECIATION
HECOWPFT-062
LireNo ure  FROJECTS  PROGRAMS OTAL PROJECTS PROGRAMS  JOTAL
() (b) () (L] (=) [U] el
1 Computerypy 5 830 4808 5,534 043% 24T% ZB5%
2 Communicaton 20 245 1,393 3438 105% 0T2% 177%
3 OMFum/Tooly 7 2,548 3,508 5,052 131% 1.80% 211%
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10 Transmssgrn 15 18,804 9,450 20,283 0 ET% 4 D% 14.53%
11 Vehicles - - 7,548 7,548 000% IEa% 3188%
12 TOTAL 3301 X 475 194 472 E T 54 27% 00 0%
Syr 043% 242% 285%
I3 131% 180% I11%
15y 1085% a0% 1581%
20y 30 09% 24101% 71.99%
vy 142% o 1% 181%
Land 08T% 008% 0Ta% FED FED STATE STATE
Vahicles 0 00% 388% 0% YR1 YR 1 YR 1 YR
Toml 43 TT% 100 00% BAsIS TAXRATE TAXDEPR _TAX RATE  TAX DEPR
Vritage 2015 - S0% Bonus [x
NDTE (1) Basis subyact to S0% benus desrecton 100 DY 100.00%
Sy 043% 242% 285%  Syr 4,722,965 60000% 2,833,702 20 00% 844,507
n 11% 1 B0% Iu% Ty 5,185,073 57.045% 295158 14 20% 738,080
15y 10 95% - 85% 1501% 15y 26.250,382 S2500% 13,781,451 500% 1,312,510
0yr 0 85% 4101% 180 20y 118,501 627 §1875% 61,401 489 175% 4,461,311
oy
Land
Vehiles
Total 43 86% 50 0o B3 7T%
2015 - Regular D
Bass subyect 1o regular depracarbon (Total sy amounts subect tn bonus}
Syr 000% 0 00% 000% Sy - 2600% - 20 00% -
Ty 0 00% a00% goo%  Tyr 1% 20% 14 26% -
Sy D DD% o 00% 000% 1M - 500% 5 00 -
20y 000% 000% 000% 20T - IT5% . 375% -
W/yr 142% 0 1% 181% 39y 2.873.002 1177% 21,481 1177% 31,481
TA7% 0 10% 161%
TOTAL ASSETS A3 10% i 75 38%
— Net Depreciabie Batstne Plar Adds TZ53130 “EIEE 7507 8
—_— PR L
Mapor Cuptial Projects from Schedule F2 1,029.266 534,454 _ :9exn
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Nt piant 3dd basis

Lesy Land and Vehcles {4 62% x 165.580.090)

NOTE (1) *’ﬂ-T-xmmmumummm“mmummmmmme1 W8T
\mmwdwmqsgmummm&hmmmmw 3
{medmﬁmh { wing to GAIR 38, X

NOTE (2) The numbers in columns ., <, d are rounded o the nearest thoussnd

NOTE (3} A new W4 wary, crewted for Trandmrssion - 15 yeat propany.

- S

194,452,000  Seneduie D2
28 503,010 <<supporied by Specml Study sach yesr,

165 988 !
775520
158.313.071

ongnal oupr.

Ornigrial versus bopus diff.

ADIT mpact
Impact an average RS

Ravenue tactor

Revenus tax tactor

Revenue mmpact

7.547.509

74570.009
035

28,101,812

13,050,907

01174

1532178

10975

1881 564

140 13DVd
14 1IIAHIS

940 199V

L INIWHIVLLY

SO-P0-"€0-S1 "SON TV LLIWSNVIL

91-¥I-¥vD


http://li4.Jl3.075

CA-IR-16
TRANSMITTAL NOS. 15-03,-04,-05
ATTACHMENT |

PAGE2OF 6
SCHEDLULE F2
PAGE | OF L
HAWAIIAN ELECTRIC COMPANY, INC,
DECOQUPLING CALCULATION WORKBODK
DEPRECIATIO M R CAPIT. ROJECTS ADDI S
Estimated
Line Na, Description PUC Docke!  In Service Date Amount
(a) (b} (c) (d) (e}
1 Assumed Value of 2015 Major Capital Projects Plant ltems $ 1,029,286 Schedule D3
2 Assumed Vatue of 2015 Major Capital Projects - CIAC nontaxable Schedule G2 *
3 Assumed Vatue of 2015 Major Capital Projects - Total $ 1,029,286
FED FED STATE STATE
YR 1 YR 1 YR 1 YR 1

4 Tax Classification of Major Capitat Project Addilicns Tax Basis Distnibution TAX RATE TAX DEPR TAX RATE TAX DEPR
5 Byr 60.000% - 20.00% -
8 Tyr - 57.145% . 14.29% .
7 15yr 81,914 52.500% 43,005 5.00% 4.096
8 20 yr 947,372 51.875% 491,449 375% 35,526
9 39 yr
10 Land o
11 Vahicles - . -

Total $ 1,029,286 § 534,454 $ 39,622

* Adjustment anly for non-taxable CIAC. CIAC for 2015 Major Capital Project Addilions are taxable.



CTRIC A .

COUPLI TION [ss]
MINATION O ECI
Line No. UFE PROJECTS PROGRAMS TOTAL PROJECTS PROGRAMS TOTAL
(2} ) ] [T (e} 1] 1]}
1 Communication 20§ 1218344 - s 1218344 27¥% - 2.7%
2 QOftce Fumitere 7 730,136 - T3a,188 1.65% - 1.85%
3 Distributon w0 28,783 445 - 28,783,445 64 49% - G4 49%
4 Information Systema/Data Handling 5 540,082 548,082 123% - 123%
5 Land - 114,099 - 114098 028% - 0.26%
§  Othet Production 15 2,294 044 - 2,294 544 514% - 5.14%
7 Steam & Hydiaufic Production 0 1,356,541 - 1356911 I04% - A.04%
& Swuctwal i 470,208 - 1470204 330% - A30%
9 Transmission 15 5,857,079 - 5357079 13.12% - 12.492%
10 Vehickes - 2.247 905 - 2.247 905 5.04% - 504%
11 Easeline Plant Agdbons. 3 44629783 - 5 44.629.783 100.00% 0.00% 100.00%
Projects and Program % Totals by Depreciatife Life:
Sy 1.23% - 1.23%
Ty 165% - 185%
t5yr 18.27% - 1527T%
20y 70.26% - 7026%
39y 31.30% - 330%
Land 0.26% - 0 26% FED FED STATE STATE
Vehicles 5.04% - 5 4% YR YR1 YR YR 1
Total 100.00% - 100.00% BASIS TAX RATE TAX DEPR TAX BATE TAX DEPR
— v m—
Vintage 2015 - 50% Bonws Deprogiation
Note 1 Baset gubject to 50% bonus et VOO I00.00% 0.00%
Sy 1.23% - 1.23% Sn 437183 60 000% 274010 20.00% 91,437
Ty 165% - 185% Iy 615,78 57.143% 351 sk 14.29% 847,995
15 yr 1827T% - 18.2T% 1y % 400 268 52.500% 3,570,140 5.00% 340,013
20y 10.26% - 7026% 20yr 26,158,850 51.875% 13.563.904 1.75% 980 957
Iy nis nia nin
Land nia nfa nia
Vehicles nia nia nia
Total $1 41% 0.00% 91.41%
Vintage 2015 - Reguiar Depreciation
Bases subject to regulsr depraciation (Total less amounts subect to 50% bonus)
Sy 0.00% - 0.00% Syr H - 2000% % - 2000% % -
Tyr 0.00% - Co0% Ty - 14 29% . 14.29% -
1591 0.00% - 0.00% 15y - S 00% - 5.00% -
20y 0.00% - 0 00% 20y - 375% - IT5% s
39 yr 330% - 330% 30y 1.226.929 1.18% 14441 1.10% 14441
Land nis na na
Vehicles n/a nla fa
Total 3.30% - 3 30%
TOTAL ASSETS 04.71% - 94.7 1%
Net Depreciable Basekine Plant Adds 3 35250.003 § 17780683 $ 1514 843
Mujor Capital Projects from Schedule F2 - - -
Totst Deprecladle Plan Adds S 35249003 3 17.780.683 $ 1514 843
Fod Tar Depracinvior At Tax Deprecistion
Ta Schedyle £ To Schedale F
Reconcitiation fom Basebne Plant Adds to Net Depreciable Plant Adds
Basefine Capital Projects Plant Adds 5 44629783 Schedule D2
Lexz: Repairs daduction HELCO-WFF100Y, pg. 1 T 400,438  <<supported by Specis! Study each year.
Netplant add basis 37228344
Lexs: Lund and Vehiddes (5 29% x net pland add basis) 1.970.340

NOTE {1)5 Th Tai Incresss Pravention Act of 2014 stlows SO% baris depracinen for Bssats pladid i seivice
Consequently, the enfire basis of vintage 2015 is subiject fo regular deprecuion. In fiis o :
typottticalty nppled 10 a8 2015 aanets for pirposes of rmeponcing b CAIR 19,
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HAWAI ELECTRIC LIGHT COMPANY, INC,

(+]0] G CALC WORKB
TA PRECIATION ON MAJOR C, AL EC oDl
Estimated
Descriplion PUC Docket In Sarvica Date Amaount
(a} (b) {c) (d) (8}

Assumed Value of 2015 Major Capial Projects - Plant ltems $ -
Assumead Valua of 2015 Major Capital Projects - CIAC nontaxable $ -
Assumed Value of 2015 Major Capitaf Projscts - Totat $ -

FED FED STATE STATE

YR YR YR 1 YR
Tax Classification of Major Capital Project Additions Tax Basis Distribution TAX RATE TAX DEPR TAX RATE TAX DEPR
Syr H - 20.000% $ - 20 COD% $ -
7yr . 14.20% - 14.29% -
15 yr - 5.000% - 5.00% -
20yr - 3.750% - 3.75% -
Iy nfa
Land na
Vehiclas a
Total 3 - 3 - 3 -




MALIEI COMPANY,
DECOUPLING CALCULATION WORKBOOK
DETERMINATION QF TAX DEPRECIATION
Line No. UFE QJEC OG| TOTAL PROJECTS PROGRAMS TOTAL
1 Compute Data 5 397,108 101730 504,835 094% 0.25% 1.19%
7 CompONFumiTooks 7 19.960 139,892 158,852 0.05% 0.33% 0.38%
3 Strect Lights 7 90,1%4 13288 223,014 021% 0.31% 2.53%
4 Non-Steam Production 15 5906477 168,459 B8.074 346 13.91% Q40% 431%
5 Communication 2 1717580 21,087 1,730,447 405% 0.05% 410%
€& Steam Producton 20 B 441 46 401 404,842 1.06% 0.41% 1.17T%
7 Ganeral 20 1,442,381 441,303 1,884,164 140% 1.4% 444%
& Tranzmission o 2208383 464,708 3,073,091 5.20% 2.04% T24%
% Diztnbution 20 9,581,354 16.152.682 2373076 25T% LY LY 6061%
10 Stuctural k] 1,139,255 133,594 1,277,649 260% 0.33% I0%
11 ROW 50 5518 85,585 71,103 0.04% 0.15% 0.17%
12 fand - - JLAL ) [6.180) 0.00% -0 02% -R02%
13 Vehicles - 202,038 1,027,92¢ 1,229 958 0.48% 242% 2.90%
14 TOTAL 23,138,709 19,302 288 42 480 998 54 5% 45 46% 100.03%
Project and Program % Totals by Deprecisble Life:
Sy 0.84% 0Z5% 1.19%
n 0.26% 0.64% 0.80%
15y 1391% 0 40% 14.31%
209 IB2E% 41.20% 77.54%
Wy 2680% 0.33% 3.01%
* 50y 0.01% 0.15% G1T%
Lend 0.00% 0.02% £.02% FED FED BTATE STATE
Vehides 0 48% 2.42% 2.90% YR1 YR YR YR 1
Total S4% 45 46% 100.0 BASIS TAX RATE TAX DEPR TAXRATE TAXDEPR
Vimtage 2015 - 50% Bonus Depreciation
NOTE {1) Basis aubpect to 50% bonus depreciation L 00.00% 100.00%
Sy 0.94% 0 25% 119% 5y 405358 60 DOOY% 242211 20.00% 21,070
in 0.26% 054% 090% Ty 307.167 ST.145% 17550 4 29% 42,894
iy 1391% 0 4% 14 31% i5yr 4 877.509 52.500% 2,560,892 5 00% 2a307%
20p I526% 41.20% T7.54% 2w 26 435,099 5$1.875% 13713208 17%% 991,018
Wy nis nla nfa
S0y nia nia s
Land nis nia na
Vehides na Ll nm
Total $1.37% 42 57% 93 94%

Vintage 2015 - Regutar Depraciation

Hars subject o reguiar depreciation {Total less amounts subject to 50% bonus)
Sy 0.00% 0.00% 0% Sy . 20 00% - 20.00% -
Tyr 0.00% 0.00% 0.00% Ty - 14.29% - 14 20% -
15y 0.00% 000% Q.00% 15y - 500% - 5.00% -
qw 0 00% 0.00% 0.00% 20yt - 175% - I5% .
Wy 268% 01.29% XL Iy 1625821 1.171% 12,074 1.177% 12074
S0 yr 0.01% 0.15% 0.47% 50yt 56931 1.000% 569 1.000% 569
Land nia na nis
Vehices na n va
SUTTTIVO%  UAE%  396%
—
TOTAL ASSETS 54 06 % 43 05% 97.11%
Net Depraciable Baveiine Plant Adds 35.107.880 15,705 285 1,372.790
Major Ceprtal Projects from Schedule F2 - - -
Tetal Depreciable Ptant Adds 33,107 860 ll,ﬁi& 1&7: 79
Fed Tax Owpreciation St Tax Depreciation
HReconcliation fom Baseine Plant Adds to Net Depraciable Piant Adds: To Schedule F T Schedule F
Baseine Capital Projects Plant Adds 42,460,998 Schedule D2
Less: Repairs deduction MECO-WP-F1401. pg. 1 8.169.228 <<supported by Special Study sach year,
Mt plant sdd bass 34 091,789
Less: Land and Vehickes (2 58% x 34 081.768) 983,839

33,107 880

umem;m“ara“m—*—gmmw AL o 2014 hinie SO% bons depraiatin tor FIers plaoed 1 Tavics butoca Jariany 4 2018, T
{Corsequenty, tve aairw bl of vintage 2013 18 sibject fa reguiar deprécialion. ln this catdulation . 50% bonus deprecition 7., mn
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MAY ELECTRIC COMPANY, LIMITED
DECOUPLING CALCULATION WORKROOK
TAX DEPRECIATION ON MAJOR CAPITAL FROJECTS ADDITIONS
Estimated
Lina No. Dascription PUC Docket  In Service Date Amount
(a) {b) (c) (d) (L]
MECO Note: There were no Major Capital Projecis in 2015.
1 Assurmned Value of 2015 Major Capitat Projects Plant items $ -
2 Assumed Vaiue of 2015 Major Capilal Projects - CIAC nontaxable $ -
3 Assumed Valua of 2015 Major Capital Projacts - Total $ -
FED FED STATE STATE
YR 1 YR 1 YR 1 YR 1
4 Tax Classification of Major Capital Project Addiions Tax Basis Distribution TAX RATE TAaX DEPR TAX RATE TAX DEPR
& T yr - 57.145% - 14 29% -
8 15yr - 52.500% - 5 00% -
7 20 yr - 51.875% - 3.75% -
B 39yr n/a
] Land wa
10 Vehicles n/a
" Total L] - ] - [ N

—— ——
To Scheduls FT To Scheduis FT



CA-IR-17
" TRANSMITTAL NOS. 15-03,-04,-05
PAGE 1 OF 3

CA-IR-17

Refl® Companies’ response to PUC-IR-1, pape 8 {Rate Base Impacts of ED/PS Clearing

Changes).

The table containing the “summary of 2014 impacts of the change in ED and PS on-cost
altocations for elements which impact the 2015 RAM calculations” references a footnote 2 that
indicates estimated impacts for CIAC are provided, but not estimated impacts to accumulated
deferred income taxes. Please provide the following additional information:

a, The most detailed available estimate of overall impacts of the ED/PS clearing change
upon each recorded element of RAM rate base, as of December 31, 2014, including net
plant in service, CIAC and ADIT for each utility, after ultimate distribution of all changes
to EC and PS clearings during 2014,

b. State assumptions and provide workpapers supporting your response to part (a).

c. Explain each reason whether and why the HECO Companies believe that the impacts of
the ED/PS clearing changes should not be reversed in determining RAM Cap rate base,
given that all expense savings resulting from the changes are ignored because the O&M
RAM does not rely upon recorded input data.

Hawaiian Electric Companies' Response:

a. The requested information was provided in the Companies’ response to CA-IR-1, filed on
May 4, 2015. CA-IR-1, Attachment 2, provides the estimated impacts to 2014 plant
additions, removal costs, and CIAC for each of the Hawaiian Electric Companies. CA-
IR-1, Attachment 4, pages 4 through 6, provides the estimated impacts to 2014
accumulated deferred income taxes resulting from the Companies’ change in allocation
for ED and PS clearing account charges.

b. The requested information was provided in the Companies’ response to CA-IR-1, subpart
¢, and CA-IR-1, Attachment 3.

c. The Hawaiian Electric Companies do not believe that the impacts of the 2014 ED and PS
clearing account allocation change should be reversed in determining the RAM Cap rate
base. The revisions made in the allocation method for the costs in the Companies’ ED

and PS clearing accounts to capital and O&M projects and / or activities were described
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in PUC-IR-1. These revisions, which were implemented in 2014, recognize that the
business operations have changed. Hawaiian Electric is increasing the use of outside
services for system improvement projects as well as projects performed at the request of
customers, such as new service or relocation projects. There was a need for consistent
application of on-costs to all work in Operations whether the project was completed by
internal abor or contract services for consistency in project costs and billing customers,
Without the new methodology, compensation for these on-costs would be allocated based
on internal labor hours and the overheads would be borne by other system and customer
projects performed by primarily internal labor resulting in an incorrect allocation of the
costs, The revised methodology results in a more equitable distribution of the
Company’s indirect cost to the work completed by internal labo:; and external outside
services.

As stated in the Companies’ response to PUC-IR-1, subpart f, filed on April 22,
2013, one of the effects of the 2014 change in allocation methodology was to allocate a
greater portion of ED and PS on-costs from expense to capital accounts. This created an
opportunity for the Companies to fund some of the necessary expense initiatives
described in PUC-IR-1, which customers benefitted from, and still control and manage
their expense spending. On the other hand, the on-costs that were allocated to capital
accounts under the new allocation method had nominal bill impacts.
In addition, Order No. 32735 specifically defined how the 2015 RAM Cap should

be calculated and the RAM Cap calculations in the Companies’ April 15, 2015 amended
RBA Rate Adjustment Tariff filings were prepared accordingly, including incorporating

recorded 2014 end-of-year actuals (plant in service, depreciation and amortization, CIAC
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and ADIT),l which include the effects of the Companies’ 2014 implementation of the
change in ED and PS clearing allocations. Order No. 32735 did not call for adjustments
to the O&M RAM and the RAM tariffs approved prior to that order do not allow for
changes to the O&M RAM other than the adjustments for bargaining unit labor
escalation, productivity factor and GDPPI adjustments to non-labor expense. Although
they do not allow for an adjustment to ED and PS clearing charges in the O&M RAM,
they also do not allow for other changes to expense, including higher expenses in other
areas and in new expense programs, as the Companies have explained in PUC-IR-1,
subpart f. In addition, customers have benefitted from the Companies foregoing the
opportunity to incorporate these higher expenses (which more than offset the lower
allocation of ED and PS on-costs to expense) into rates by withdrawing the Hawaii
Electric Light 2013 test year rate case and proposing no change to base rates in the
Hawaiian Electric 2014 and Maui Electric 2015 test year rate cases. If adjustments are

made to incorporate lower allocations of ED and PS on-costs to expense, then other

adjustments to expense such as those referred to above should also be allowed.

' Order No. 32735, paragraph 108, page 95.
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CA-IR-18

Ref: HECO Schedule D3 (Maijor Project in Service Dates).

The “Estimated In Service Dates” for several of the listed major projects has changed
significantly, comparing the 4/15/15 Schedule D3 to the prior year Schedule D3. Please respond
to the following:

a.

Please explain the in-service status of the Airport DSG project, indicating criteria used to
determine actual in-service status and whether/when each criteria was satisfied.

Please explain the in-service status of the BPT Tank 133 project, indicating criteria used
to determine actual in-service status and whether/when each criteria was satisfied.

Provide monthly to date accumulations of actual and forecasted construction costs for
Airport DSG and for BPT Tank 133 projects.

Provide any needed information to reconcile your response to part (¢) to the estimated
major project plant additions included in Schedule D3 of the current filing, at lines [ and
9, respectively,

Hawaiian Electric Companies' Response:

a. The Airport DSG project was placed in service on August 25, 2014. The Airport DSG

project has provided modifications at the Airport Substation and other work necessary for
the grid interconnection and utility dispatch of customer generators at the Airport
Emergency Power Facility (‘EPF”). The Company’s criteria for determining when a
project is considered complete are identified in its Accounting for Capital Project Costs
General Accounting Guidelines. These criteria are that construction is for the most part
complete, the facilities have been tested (if testing is possible and appropriate), and the
facilities are ready for use (i.e., they are able to perform their intended function, and can
be energized, pending completion of a related facility(ies), without a signiﬁcan't amount
of additional costs incurred). The Airport DSG project was placed in service in August

2014 because construction and testing of the Hawaiian Electric portion of the
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interconnection was completed and the project was considered useful for its intended
function given that the Company could dispatch the EPF if it was complete. The EPF
project is estimated to be complete in late 2015 or early 2016.
BPT Tank 133 was placed in service on December 16, 2014 because the project met the
criteria for determining when a project is considered complete, which are identified in the
Company’s Accounting for Capital Project Costs General Accounting Guidelines. As
stated above, these criteria are that construction is for the most part complete, the
facilities have been tested (if testing is possible and appropriate), and the facilities are
ready for use (i.e., they are able to perform their intended function, and can be energized,
pending completion of a related facility(ies), without a significant amount of additional
costs incurred). The Tank 133 Operational Readiness Review was conducted by the
operating jurisdiction (Chevron) and the tank was approved as ready to be returned to
service.

Subsequently, the physical retaining boundaries (for fluid storing integrity) and
physical flow prohibitors (for construction isolation) of Tank 133 were restored to normal
operational states. Restoration of the physical equipment to normal operational states
allowed the Company to deem Tank 133 as useful (able to store fuel).

Updated monthly actual and forecasted construction cost for the Airport DSG and BPT

133 projects are as follows:
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: lan Feb! Mar Apmt May, June July Aug Sepl; Oct Nov: Dec: Total'
‘BPT Tank 133 Imprave. | 254,086 . 678,877 | 688,899 . 43,619 | 185,304 ' 635,879 | 189,858 737,916 163,536 ' 2,186,585 225,507 ' 1,198,764 1 7,190,829
202 i ] 176 ¢ 181: 5401 1,700 : 1,799 1334 569, 67 57 LG 11,535 ¢

5262; 5418 691493  B293; 603,528  13B45 205,155 1,630,629
(182,682 45088 1S4675 1492990 211504 . 934369 4453623
: i 103042

837 2717
13429 39060 3

i 2013 . 182
253027 2613
806
203,534

519383 487,875 495,300 - x
12885 41812 12,951
L 18102 11786 7095
19,486 ;

577}
A7T

... 182832
11,1 . 2123 o 103,145 "
16,133 12,596  [1,965,152) 700; 27452 13,986 . 11,777.828):

27,787 365,891 ° 103,426 583434 120958 106,352 272,428 1,871,087
{179,382 47,778 91,429 143552! 70,832 116427 284,841 236086 139997 113064 1540029 :

‘2013 {20897

04 .5 B3ID4 D912 72325 456490 64.97B 1255950 117.072 . (5,139) 30287 29036 14267 9556 636851
Lo . 15768 4., 9971 523 5358 5338 5398 8926 8926 5398 539K 94,949
{6 9559 9558 9559 9559 9559 48559 9559  9,55%¢ 9559 5000 5000 144,589

d. The most recent 2015 forecast for the Airport DSG project ($94,949) shows costs higher
by approximately $13k. The higher forecast is primarily due to more labor being
expended for coordinating the Airport DSG project with the State Department of
Transportation.

For BPT 133, the most recent forecast for 2015 ($1,095,042) is approximately
$4k lower than the 2015 gross plant additions amount shown on HECO-WP-D3-001, due
to updated estimates. Schedule D3 shows the amount of 2015 plant addition qualifying
for Rate Base RAM, which is approximately $199k less than the 2015 gross plant
additions amount. The $199k difference was determined by taking the total gross plant
additions estimated through 12/31/15 ($7,194,346) and subtracting the total gross amount

of qualifying Rate Base RAM ($6,995,582). See HECO-WP-D3-001, Note 1g, for

further details.
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Ref: HECO Schedule H, line  (Recorded Operating Income).

In 2014, HECO was allowed to record accrued RAM revenues in advance of collection of such
revenues, pursuant to the Stipulated Settlement Agreement in Docket No. 2008-0083. Please
respond to the following:

a. Provide a summary of the monthly entries, by NARUC account, that were recorded in
connection with RAM accruals, adjustments and amortizations in calendar 2014,

b. Using the information in your response to part (a), please explain and quantify the impact
of net RAM accruals upon reported Operating Income for HECO, as included in line 1 of
Schedule H.

c. What was the impact upon Return on Equity for Decoupling Earnings Sharing, at line 20

of Schedule H, caused by the net accruals of RAM revenues during calendar 2014?

Hawaiian Electric Companies' Response:

a. The requested information was provided in the Companies’ response to 2014 RBA
Packets Review Informal CA-IR-7. FY2014 Regulatory Assets - RBA & RAM Revenue
Tax Gross-up (the second tab) and FY2014 RAM Regulatory Asset (the third tab)
provide a summary of the monthly entries, by NARUC account, that were recorded in
connection with RAM accruals, adjustments and amortizations in calendar 2014.

b. Accrued 2014 RAM revenue was $12,259,613 as of December 31, 2014. The impact of

net RAM accruals upon reported Operating Income for the Company is $6,823,408.

The impact upon Return on Equity for Decoupling Earnings Sharing was 69 basis points

as computed beiow:

Description Return on Equity
Return As Filed in 2015 Decoupling Filing, Schedule H 9.85%
Return excluding the impact of 2014 Accrued RAM Revenue 9.16%

(CA-IR-19, Attachment 1, line 20)
Impact 0.69%

Please see CA-IR-19, Attachment |, page 1, lines 1a — le, for further details.
C
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Di [<] L [e] 'ORKBOOI
AN Amounts S000 (Except %)
Line Ratemaking Basis Retum on Equity
Ho. Oascripton Reference Cperating Income Rate Basp Rats of Ratum
{a} (b) © i) (e}
1 Reported Operating Income bafare ratemaking adjustmant Dec 2014 Mo. PUC 1p1, pg 24 filed 226/15  § 132224 871,756,301
& HECO-WP-H-0H
Fa0 T Afchund RaM Revenue” - 3 T T SET T nsgrma GAGRLT VDT TR TR TG0 1ag sy
i 10 Accrusd RAMRovenuo Taxss informal CA-R-7 : 1
3 1c; Accrued RAM Revenue, nstof Revenus Tax . .7 inforal CA-#-7 or Line 1a~1b | > § (11,968),
{ 1d7 mcome TexFacwiNotet) T - o : 1,636926121 ©
1, Ve Accrusd RAM Revenue, nstofincomeTax . ... .:.._ ... ... Leetcilicetd . . __ . 8%, (6823
2 Estersking Admstments o Line 1
2a Incentve Compansation Expenses (net of lax) HECO-WP-H-002 4552
2b  Discretionary and Other Expenses Not Recoverable {net of tax) HECO-WP-H-D02 543
2c  Amortization of Nvesiment income differeniial HECO-WP-H-003 185
2d  Incoms 16X on Mams 10 ba replaced by synchronzsd inersst HECO-WP-H-003 {18,253}
20 Remove Accruad Earnings Sharing Refund HECO-WP-H-005 Q
3 Ratemaking 8asis Amounis - Post Tax Sum Lines 142 s?:,,,:,::tﬁ.;léé} $ 1,756,301
4 Relemaking Capiakzation Balsncas Rabas Cost Rate Weighted Cost
5 Shon-Term Debt (12 mo. Avg) s 42,863 2.18% 083% DO1%
-] Long-Term Debt (Simple Avg) $ 784,273 39 54% 529% 2 08%
7 Hytind Secuntes (Smple Avg) 3 28322 1.43% T27% 0.10%
B Prefarred Stock (Simple Avg) 1 20872 1.06% 541% 0 06%
8 Common Equaty (Simple Avg} 3 1,107,140 55 51% 10.00% 5 58%
10 Totat Caprakzaton HECO-WP-H-DD4 $ 1,923 600 100 00% T.84%
11 Line 3 Rats Base Amount L] 1.756 30
12 Weighted Cost of Debt {Sum Lnes 5.7) 220%
13 Synchronizad Intarest Expense s 35838
Income Tax Factor (Note 1) 1636820121
13a  Synchronized nlarast Expensa, net of lax H 23,805
14 Post Tax Income Available for Prafarred & Commen (tne 3 - Line $3a) is.  [e0823:
17 Less: Preferred Income Requrameni {Lina 8 Waighted Cast tmags Rate Base) 1,054
18 Incoma Avadabia for Common Stock is [ 'ee.7e9;
19 Ratemaking Equity Investment (Line 8 Rabo tmes Rato Base) 980,274
20  Retum on Equily for Dacoupling Eamings Sharing (Line 18/Line 19) g6
21 Esmings Sharing Revenus Cradits: Basis Points
22  Achleved ROE (basia points) 916
23 Authorzad Retumn (basis points) (DAO 30505 i Dk No. 2040-0080, fied on June 28, 2012) 1,000
24 ROE for sharing (basis points) N
25  Sharing Gnd per RAM Provision First 100 bp Next 200 bp Allover 300 bp  Ratapayer Tolal
26 Odtribution of Excess ROE (basis points} ] [+] [H
27  Ratepayer Share of Excess Esmings 25% % 0%
28 Rasispayer Earnings Share - Basls Poins - -
29 Revenus Credit per Bams Pomnt (Nols 2) - 176
30 Egrninge Sharing Revenue Credis (thousands} ] -
Footnoies:
1 Compagia Feders) & State income Tax Rate 3001%
Income Tax Facior ( 1/ 1-lax sate) 1.838929121
2 Ratemaking Equity investimen (Ens 18) $ 980,274
Basis Pont = 1/100 of 8 percent 0.01%

Eammgs Required par Basis Foint (ihousands)
Times: Income Tax Conversion Factor

Pretax Income Required per Basis Poinl (thoussnds)
Times: Revenus Tax Conversion Facior

Ravenue Requiremant per Basis Poinl {thousangs)

[ B O3
1.836920121

[ 160
1.0975

$ 176




RATE BASE

TOTAL UTILITY PLANT
Adjustments:
Construction Work in Progress
Retiremant Work in Prograss
Asset Retirement QObligation
Regulatory Liability for Cost of Remaval
Other
DEPRECIATED COST OF UTILITY PLANT IN SERVICE

REGULATORY ASSETS - SFAS 109

REG ASSET- CONTRIB vs. NPPC

REGULATORY ASSET - PENSION NPPC vs. Rates
REGULATORY ASSET - OPEB NPBC vs. Rates
REGULATORY ASSET - RO PIPELINE

MATERIALS & SUPPLIES (Excluding Stores Expense)
MATERIALS & SUPPLIES ADJUSTMENT

FUEL STOCK

UNAMORTIZED DEFERRED OMS COSTS
UNAMORTIZED DEFERRED HR SUITE-PHASE 1
UNAMORTIZED DEFERRED HR SWNTE-PHASE 2
UNAMORTIZED DEFERRED BUDGET SYSTEM PROJECT
UNAMORTIZED DEFERRED CIS COSTS

UNAMORTIZED EQTP REGULATORY ASSET
UNAMORTIZED CIP REGULATORY ASSET

WORKING CASH:

DEDUCTIONS:
Unamortized Contributions in Aid of Construction
Customer Advances for Construction
Deferrad Income Taxas
Unamortized Investment Tax Cr - 1962 Revenue Act & STC
Rental Premiums - Kamoku
Customer Deposits
Lnamortized Gain on Sales
Regulatory Liability Tracker True-up
Regulatory Liability OPEB Trus-up
TOTAL DEDUCTIONS

CA-IR-19
TRANSMITTAL NOS. 15-03,-04,-05
ATTACHMENT 1

PAGE2OF 3
HECO-WP-H-001
PAGE20QF2
HAWAIIAN ELECTRIC COMPANY, INC.
AVERAGE RATE BASE AND RATE OF RETURN
(% Thousands)
Month End Simple
REFERENCE Dec-14 Dec-13 Average
Note 2 2,706,767 2,504,342
(134,375) (124.484)
] (15,187) (13.477)
{28,954) (42,649)
¥ (227,390) (211,551)
GL#25365000 {7.736) 7771
Note 1 2 263 115 2,104,400 2,198,758
Note 2 67,153 65,455 66,304
GLH18676030 19,411 19,411 19,411
GL#18676040 52,359 43,062 47711
GL#18677040 380 380 380
Note 2 5,191 5,308 5,250
Note 2 30,863 35,036 32,550
HECO-WP-H-008 (2.626) (3,111 (2,869)
Note 2 74 515 99,613 87,084
GL#186070 2,159 2,630 2,395
GL#186060 2,376 2,733 2,555
GL#186061 898 1.024 960
GLH#1BBOT7 1,321 1,467 1,394
HECO-WP-D1-001B 12,705 13,925 13,315
GL#18670124, #185670125,
#1B670126 1,153 1,508 1,331
HECO-WP-D1-001A 4,215 5,169 4,692
HECO-WP-H-007 . . 24,836 26545 25591
Note 2 283,740 258,084 270,912
Note 2 2,300 2,408 2,354
Schedule D4 437,905 a76,180 407,043
GL#255200, #25503C 49,034 44,055 48,545
GL#25313000 o o 0
GL#23501000 14,603 13,339 13,971
GL#254001 59 149 104
GL#25400004 3,320 5,530 4425
GL#25400002 5574 5,497 5,536
796,535 705,242 750,869
[ v7eszer} [ 1.718.31a] [ 1.756.301]

MONTH ENDED RATE BASE

Footnotes:

1 Includes Property Held for Future Use balance of $0 for 2014 and 2013.
2 See Hawaiian Electric Company Inc. Monthly Financial Report - December 2014, page 8, 9 & 10, filed February 26, 2014,

* Amounts may not add up due to rounding.
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HECO-WP-H-007

PAGE | Of2
HAWAIIAN ELECTRIC COMPANY, INC.
WORKING CASH
2014
Net Collection
Line No. Descnption Refarenca 2014 Lag (Days} Amount
ta) o i<} ) (4)={c)268x{0;
Nate (1)
1 Fuet Oil Tnai Balance: B20 821,246 188 42,300
2 Purchased Power GL #5855 537,821 (1.6) (2,358)
3 Curmrent Income Taxas
Dec. 2014 PUC Monthly
.4 IncomeTax .. TROpOM, Page 2 .. (5189
{7 48 _ " incoms Tax relatad io AtCried RAM Ravenues ~ Schedula M Ling fc- e . ..(4.348}
5 Income Tax related to Disallowed ltems HECQ WP-H-002 3459
6 Reversal of Tax Related to Il Synch Replacement Sch H-Line 20 16,253
4 Tax Eff of AFUDC Equity GL 8420100 (3,875)
& Tax Related to Int Synch o SChH-ne 13-138 (I5.035) e e e
8 Toual {777 sumofline 4, SRR ¥ (- SN (% S SRS 1F
10 Revenue Taxes
11 Franchuse Gl #408016 53,307
12 PSC GL #a08020 127,721
.18 ..,  PUCFes v e OLEAOBO3G 10,851
138”2 1 Revenue Taxes relatad to Aconiad RAM Révenies Schedulg H Line 1t , (1,088 o o
14 Total Sum of Line 11-13 Y0784 T TT(s28) | (27.442)
15 O&M Labar
16 Q&M labor Acct. Dept. &M report 125,404
17 Fual D&M labor Acct. Dapl. O&M report {1,507}
18 Q&M Labor Exd Fuel Labor Ling 16 + 17 123 836
19 Disallow Q&M HECO WP-H-002 (3.419)
20 Total Ling 18 + 19 120,477 252 8318
21 O&M Non-Labor
22 Q&M Expense Tnal Belance: G30 282,232
(soe O&M Labor Exci Fuel
23 O&M Labor Excl Fual Labor Labor above) (123,896)
24 Disaliow O&M Non-Labor HECO WP-H-002 (5,135}
25 Bad Debt Expense GL #8904 (934)
26 Pansion Rag Asset/Liab Amort HECO WP-H-007 pg. 2 389
27 OPEB Reg Assetiiab Amort HECO WP-H-007 pg 2 1,349
28 Sys Davelop Amortization HECO WP-H-007 pg. 2 (1181}
Sum of Ling 22-28 152,802 a8 3,686
28 Payroll Taxes GL #408850 8,328 214 538
30 Interast on Customer Deposits GL #43105000 1,123 (145 7) (448)
Sumafbling 1,2.9, 14, 20, j
n Working Cash 27, 28, 29 24 828>

Footnotas:
1 See Dacket No. 2010-0080, PUC Intenm DAQ, Exhibit B, page 2, filed July 22, 2011.
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Ref: HELCO WP-D4-001A, page 2. Line 27, WP-D4-001B, line 27 (L.egal/Consulting Fees
ADIT).

Please explain the transactions and book/tax timing difference associated with the
$462,363/$84,547 Federal/State debit ADIT balances for “Legal/Consutting Fee PPA” and
explain whether and why such amount is properly included in RAM rate base. Provide
references to any prior rate case orders where these transactions are believed to have been
addressed (if applicable).

Hawaii Electric Light's Response:

The federal and state deferred tax balances related to “Legal/Consulting Fee PPA” are the result
of temporary differences between the book and income tax treatment of legal costs/consulting
fees incurred relating to purchased power agreements. Please refer to the Hawaii Electric Light’s
response to CA-IR-278 in its 2010 test year rate case, Docket No. 2009-0164. This account was
included in the rate base balance (ADIT), which the Commission approved in Decision and

Order No. 30168, issued February 8, 2012.
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Ref: MECO WP-D4-001, page [, line 41 (Legal Fees ADIT).

Please explain the transactions and book/tax timing difference associated with the
$109,020/$19,936 Federal/State debit ADIT balances for “Legal Fees Deferred for Tax” and
explain whether and why such amount is properly included in RAM rate base. Provide
references to any prior rate case orders where these transactions are believed to have been
addressed (if applicable).

Maui Electric's Response:

The federal and state deferred tax balances related to “Legal Fees Deferred for Tax™ are the
result of temporary differences between the book and income tax treatment of legal
costs/consulting fees incurred relating to purchased power agreements. This account was
included in ADIT of the rate base balance in Maui Electric’s 2012 test year rate case, Docket No.
2011-0092, which the Commission approved in Decision and Order No. 320535, issued April 28,

2014.
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Ref: MECO WP-D4-001, page 1, line 64 (Franchise Taxes ADIT).

Please explain the transactions and book/tax timing difference associated with the
$318,689/$58,275 Federal/State debit ADIT balances for “Franchise Tax Liability” and explain
whether and why such amount is properly included in RAM rate base. Provide references to any
prior rate case orders where these transactions are believed to have been addressed (if
applicable).

Maui Electric's Response:

The federal and state deferred tax balances related to “Franchise Tax Liability” are the result of
temporary differences between the book and income tax treatment of franchise taxes accrued on
the unbilled component of electric sales revenue.

In 2012, the Company changed its book method of accounting to accrue franchise taxes
on total electric sales revenues, including both billed and unbilled revenues as well. For tax
purposes, the Company continues to pay franchise taxes on billed revenues only. As a result, the
the franchise tax expense related to the unbilled component for which the book accounting
method change was made is not deductible for income tax purposes and creates a book tax
difference. In the Maui Electric Transmittal No. 14-05 RBA Rate Adjustment filing, the
Company and the Consumer Advocate agreed to exclude the resulting ADIT from rate base
RAM. (Refer to Maui Electric’s Response to the Division of Consumer Advocacy’s Statement
of Position and Revised RBA Rate Adjustment in Transmittal No. 14-05 dated May 14, 2014.)
Consequently, ADIT on this item is reflected as an exclusion from RAM rate base. Please refer

to MECO-WP-D4-001, line 101.



