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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

————— In the Matter of -----

Docket No. 03-0372

Order No. 2 Al 70

PUBLIC UTILITIES COMMISSION

Instituting a Proceeding to
Investigate Competitive Bidding
for New Generating Capacity in
Hawaii.
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ORDER

By this Order,’ the commission: (1) instructs the HECO
Companies to file by May 30, 2008, an updated version of their
Updated Status Report on Non-Fossil Fuel Power Purchase Offers,
which was filed on March 31, 2008 {("Updated Status Report"); and
(2) sets a deadline of September 2, 2008, for HECO to reach
agreement on term sheets for three HECO projects that are
grandfathered from the competitive bidding process, as further

discussed in this Order, below.

'The Parties are HAWAIIAN ELECTRIC COMPANY, INC. ("HECO"),
HAWAII ELECTRIC LIGHT COMPANY, INC. ("HELCO"), MAUI ELECTRIC
COMPANY, LIMITED ("MECO") (collectively, the "HECO Companies"),
KAUAI ISLAND UTILITY COOPERATIVE ("KIUC"), HAWAII RENEWABLE
ENERGY ALLIANCE ("HREA"), and the DEPARTMENT OF COMMERCE AND
CONSUMER AFFAIRS, DIVISION OF CONSUMER ADVOCACY {"Consumer
Advocate"), an ex officio party to this proceeding, pursuant to

Hawail Revised Statutes § 269-51 and Hawaii Administrative
Rules § 6-61-62(a).



I.

Background

On December 8, 2006, the commission issued Decision and
Order No. 23121, in which it adopted a Framework for Competitive
Bidding as a mechanism for acquiring or building new energy
generation in the State ("Framework").z‘

Part II.A.3.e of the Framework states:

This Framework does not apply to: (i) the three
utility projects currently being developed:
Hawailian Electric Company, Inc.'s Campbell
Industrial Park CT-1, Hawaii Electric Light
Company, -Inc.'s Keahole ST-7, and Maui Electric
Company, Ltd.'s Maalaea M-18; (ii) offers to sell
energy on an ag-available basis by non-foggil fuel
producers that were submitted to an electric
utility before this Framework was adopted; and
(iii) offers to sell firm energy and/or capacity
by non-fossil fuel producers that were submitted
to an electric utility before this Framework was
adopted, or that resulted from negotiations with
regpect to offers to sell energy on an
as-available basis by non-fossil fuel producers
that were submitted to an electric utility before
this Framework was adopted; provided that
negotiations with respect to such firm energy
and/or capacity offers are concluded no later than
December 31, 2007.

Framework, Part II.A.3.e {(emphasis added).
Footnote 10 of Decision and Order No. 23121 states:

The offers from non-fossil fuel producers
that are exempt from competitive bidding under
Part II.A.3.e of the Framework are limited to
those set forth in: (1) KIUC's Oral Argument
Hearing Exhibit A, dated June 19, 2006; and
(2) the HECO [Companies'] 1list submitted to the
commission and the Consumer Advocate under
confidential protective order on June 27, 2006,
as updated by the HECO [Companies] on
September 11, 2006.

‘Decigion and Order No. 23121, filed on December 8, 2006,
with the Framework for Competitive  Bidding, dated
December 8, 2006, attached.
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Decision and Order No. 23121, at 7 n.1l0 (emphasis added).

On March 31, 2008, the HECO Companies filed "an updated
status report on the non-fossil fuel power purchase offers
desciibed in their June 27, 2006 and September 11, 2006

lists([,]1"’ in response to the commission's directive.

IT.

Discussion

On April 18, 2008, the commigssion held a conference
with the Parties' "for the.purpose of discussing and setting é
deadline date to conclude as-available energy negotiations for
those projects that are exempt from the Framework for Competitive
Bidding."® At the outset of the conference, the commission

explained its intent to set a deadline for the grandfathered HECO

HECO Companies' Transmittal Letter, dated March 31, 2008,
at 1, with the Updated Status Report on Non-Fossil Fuel Power

Purchase Offers enclosed. As instructed by the commission, the
HECO Companies filed redacted and unredacted versions of the
Updated Status Report. The redacted version identifies by name

only certain developers of the non-fossil fuel purchase offers,
while the unredacted version identifies under confidential seal
all of the developers. The HECO Companies served redacted and
unredacted versions of the Updated Status Report on the

Consumer Advocate, and only a redacted version upon KIUC and
HREA.

‘Chairman Carlito P. Caliboso presided over the conference,

with Commissioners John E. Cole and Leslie H. Kondo in
attendance. Representatives from the HECO Companies, KIUC, HREA,
and the Consumer Advocate also attended the conference. The
Independent Observer for In xe Public Util. Comm'n, Docket
No. 2007-0331 ("Docket No. 2007-0331"), the pending commission
proceeding that involves HECO's proposal to proceed with a
competitive bidding process to acquire approximately

100 megawatts of non-firm renewable energy for the island of
Oahu, also participated by telephone.

*Commission's letter, dated April 10, 2008, at 1.
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projects (at a minimum), so that the competitive bidding process
in Docket No. 2007-0331 could move forward without hindrance or
delay from any grandfathered project. The Updated Stétus Report
was utilized as the basis for discussions at the conference.’
The HECO Companies represented that except for Projects 1, 2, and
3 identified for the island of Oahu in the redacted wversion of
the Updated Status Report, all of the HECO grandfathered projects
identified for Oahu no longer qualified for the exemption or were
otherwise no longer viable.’ At the conclusion of the
discussions, the commission: (1) instructed the HECO Companies to
update the Updated Status Report; énd (2) found it prudent and
feasible to set a deadline date of September 2, 2008, for HECO to
reach agreement on term sheets for the three HECO projects
identified as Projects 1, 2, and 3 in the redacted version of the
Updated Status Report.® This Order memorializes the decisions

made by the commission as a result of the conference.

IIT.
Orders
THE COMMISSION ORDERS:
1. By May 30, 2008, the HECO Companies shall file a

current, Updated Status Report with the commission, with the

‘Based on the Parties' agreement, the HECO projects were
discussed in camera, with the representatives from KIUC and HREA
excused from the in camera portion of the discussions.

'"This order does not pertain to or address any grandfathered
projects identified by MECO for the County of Maui or HELCO for
the island of Hawaii.

!See Updated Status Report, at 1-5 (redacted version).
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applicable versions (redacted, unredacted) served on the other
parties.

2. HECO shall have a deadline of September 2, 2008,
to reach material agreement on any or all of three remaining HECO
grandfathered projects as evidenced in writing by fully executed
term sheets for any or all of the three HECO projects identified
és Projects 1, 2, and 3 in the redacted version of the Updated
Status Report, and to file fully executed copies of the same with
the commission. The items agreed upon in each term sheet shall
include information on: (A) the scope of. the project (i.e.,
technolbgy, capacity, and location); (B) the‘nanner in which the
energy will be delivered (i.e., as-available, scheduled); (C) the
term of the agreement, projected in-service date, and key
milestones, including, but not limited to, proof of concept and
any phases of the project; (D) performance standards; and
(E) pricing.

3. The grandfathered exemption shall no longer apply
to any remaining grandfathered HECO project on Oahu for which a
fully executed term sheet is not filed by HECO with the

commission by the stated deadline.
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DONE. at Honolulu, Hawaili APR 3 0 2008

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

oy (s [z

Carlito P. Caliboso, Chairman

Jopd'E le, Commissioner

v v 3> ) v
Leslie H. Kondo, Commissioner

APPROVED AS TO FORM:

% 'Mﬂ/ %_}M—-

Michael Azama
Commission Counsel
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-CERTIFICATE OF SERVICE

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

foregoing Ordexr No. 241 70 upon the following parties, by

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

addressed to each such party.

CATHERINE P. AWAKUNI

EXECUTIVE DIRECTOR

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
DIVISION OF CONSUMER ADVOCACY

P. O. Box 541

Honolulu, HI 96809

KENT D. MORIHARA, ESQ.
RHONDA I.. CHING, ESQ.
MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400
Honolulu, HI 96813

Counsel for KIUC

RANDALL H. HEE, P.E.

PRESIDENT AND CHIEF EXECUTIVE OFFICER
KAUAT ISLAND UTILITY COOPERATIVE

4463 Pahe'e Street, Suite 1

Lihue, HI 96766-2000

TIMOTHY BLUME

MICHAEL YAMANE

KAUAI ISLAND UTILITY COOPERATIVE
4463 Pahe'e Street, Suite 1
Lihue, HI 96766-2000

THOMAS W. WILLIAMS, JR. ESQ.
PETER Y. KIKUTA, ESQ.

GOODSILL ANDERSON QUINN & STIFEL
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, HI 96813

Counsel for HECO, HELCO, and MECO
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DEAN MATSUURA

DIRECTOR, REGULATORY AFFAIRS
HAWATIIAN ELECTRIC COMPANY, INC.
P. 0. BOX 2750

Honolulu, HI 96840-0001

WARREN S. BOLLMEIER II, PRESIDENT
HAWAII RENEWABLE ENERGY ALLIANCE
46-040 Konane Place, #3816
Kaneohe, HI 96744

Ve (L4 &)

6% Karen Higashi

oarep:  APR 30 2008



