








o This credit is available for electric generation from biofuels, but only for units
placed in service after 1892 and before 2006. That timeframe excludes Hawaiian
Electric’'s CIP CT-1 and several MECO Maalaea units.

ENVIRONMENTAL ISSUES

* Include Volcano National Park volcanic air emissions in the background baseline for the
Regional Haze Program,

o EPA's Regional Haze Rules, designed to protect visibility in National Parks, are
ambiguous as to the effect of naturally occurring haze. Controlling visibility
impairing emissions from Company units would be fruitless and very expensive.

* Allow electrical generation units to switch to green fuels (biofuels) without triggering New
Source Review (NSR).

o Fuel switching could result in increased emissions (primarily NOx), potentially
triggering NSR. Costs of NOx control on existing units switching to biofuels
would be exorbitant with no appreciable benefit since we do not have a NOx
problem in Hawaii.

35 Greenhouse Gas (GHG) Issues

Transforming the state’'s energy dependence on oil to higher levels of efficiency and
renewable energy will substantially reduce Hawaii's Greenhouse Gas (GHG) emissions.
Therefore, the parties agree:

e All parties will support a policy for non-carbon or low carbon alternatives in future energy
resource planning and selection (i.e. no coal);

« The parties will support and select alternatives which help the State and utility meet the
GHG requirements;

+ Guiding principles in GHG reduction measures include freedom of choice for energy
consumers, a preference for incentives and market-based measures over regulatory
penalties, and a balancing of the climate change mitigation burden fairly across all GHG
emitters;

* The parties will work collaboratively on State and federal GHG legislation to support the
HCEI agreements and measures that take Hawaii’s unique conditions into account (e.g.,
HPOWER, potential federal exemptions, etc.);

» Because of the uncertainties of GHG legislation at the State and federal level, the parties
agree to suspend any decision to implement a State REC system until such time when
these legislative actions become clear;

* The State shall support and expedite approvals of necessary infrastructure and rate
structures, including smart metering, which enable and accelerate measures designed to
reduce GHG emissions;

s As a goal during the renewal of power purchase contracts, the parties agree to move the
Independent Power Producers to “green” alternatives and GHG compliance.
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Telling the Energy Story

Public understanding of the Hawaii Clean Energy Initiative's long-term energy security
benefits for the State of Hawaii is critical for its success. Taking real action to achieve a
clean energy future for our State requires commitment from all stakeholders — State
government (including administration, legislature and regulators), utilities, other businesses
(including transportation), communities, environmental groups and others. To that end, the
parties agree to the following:

The State will take the lead in educating its citizens and businesses on the value of the
Hawaii Clean Energy Initiative.

The State, with inputs from the utilities, and other stakeholders, will develop a common set
of messages about the importance, rationale for and scope of the Hawaii Clean Energy
Initiative. These may include:

+ As an island state, without interconnections to a mainland grid, developing clean local
energy sources and fully embracing energy efficiency is critical to increase Hawaii's
energy security.

¢ Many solutions for our islands will be different than elsewhere and must take into
account the unique conditions of our small, remote, independent utility grids.

¢ Reducing our dependence on imported oil must address both electricity and
transportation.

» Maintaining and upgrading the electric grid is essential to supporting reliable, renewable
energy and to using technologies (such as advanced metering) that give customer
options for better managing energy use.

¢ Variable renewable sources -- such as wind, solar, ocean and hydro -- must be an
important part of our energy mix. To reliably add large amounts of intermittent
renewable energy sources to our small island grids, we need proper planning, new and
developing technologies, a mix of fuel-flexible generation resources, and new
operational practices.

¢ Substantial investment will be necessary to develop local renewable energy fuel
sources. Energy costs may be higher at first, but in the long run can be more stable
than with current volatile oil pricing. In addition, future greenhouse gas or carbon taxes
will increase the cost of fossil fuels even further.

These are investments in Hawaii's future we must be willing to make. These are benefits,
including energy security and protecting the environment, which we cannot put a price on.
By ensuring energy security and protecting Hawaii's special environment, we are creating a
more responsible, cleaner future for our families, our communities and our islands. The utility
and the State will work together to communicate these key messages to the public.

To maximize public awareness and understanding of this big picture, the communications
campaign should utilize a full range of communication vehicles including utility advertising,
free media and person-to-person communications with interested groups. Resources for
such communications shall be authorized and recoverable.
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How We Stay on Track

With the Hawaii Clean Energy Initiative, the State, the Consumer Advocate and Hawaiian
Electric Company have reached a series of agreements that are critical to shaping Hawaii's
energy future. We are each committed to doing our respective parts to carry out our
agreements. To that end, the parties agree that:

The State and utilities will identify a set of metrics that capture and quantify the important
elements of the HCEI, and will set up a program to collect that information, calculate the

. metrics, and regularly report to citizens and stakeholders on the accomplishments of the
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HCEI relative to its goals;

The Hawaiian Electric utilities commit to integrate the renewable energy resources, and
our responsibilities for achieving the target goals of the programs specified in the
Hawaiian Electric's Renewable Energy Commitments provided in Exhibit A;

The Hawaiian Electric utilities’ implementation plan and activities are detailed in Exhibit
B. The Parties will meet quarterly and work collaboratively to ensure and monitor the
performance and progress in achieving these commitments;

if one party feels another is not living up to their obligations, they will first raise that issue
directly with the other party;

If there is a substantive breach of this agreement by a party(ies), the other party(ies) is
not bound by any provisions that remain unexecuted of this agreement, and may change
their position on any dockets already pending before the Commission; and

Any amendment or modification of this agreement shall not be valid unless it is in writing
and signed by the parties. Any waiver hereunder shall not be valid unless it is written
and signed by the party against whom waiver is asserted.



HECO TIMELINE
HAWAIIAN ELECTRIC COMPANY, INC. (HECO)

Cumulative Target Goal (MW by year-end)

Renewable Energy Commitments 2010 2015 2020 2025 2030
RENEWABLE GENERATION
IPP Projects (info based on IPP proposals)
Kahuku Wind 30.0 300 30.0 30.0 30.0
Sea Solar OTEC 25.0 100.0 100.0 100.0
Lockheed Martin OTEC 10.0 10.0 10.0 10.0
Molokai and/or Lanai Wind 400.0 400.0 400.0 400.0
Honua Waste-to-Energy ' 6.0 6.0 6.0 6.0
C&C Waste-to-Energy 11.0 11.0 11.0 27.0
RFP Non-firm RE 100.0 100.0 100.0 100.0
Utility Projects
Airport DSG (Bio-fuel) 8.0 8.0 8.0 8.0 8.0
DG at substations (Bio-fuel) 30.0 30.0 30.0 30.0
CIP CT-1 (Bio-fuel) 110.0 110.0 110.0 110.0 110.0
CIP CT-2 (Bio-fuel) 110.0 110.0 110.0 110.0
Military DG (Biofuel) 50.0 62.5 75.0 75.0
Total RE Generation 148.0 890.0 977.5 990.0 1,006.0

ENERGY EFFICIENCY/CUSTOMER SITED GENERATION

PV (through feed-in tariff or PPA) 6.5 23.0 65.0 108.0 140.0
Solar Opportunity
Mandatory Solar Roofing, SB644 1.0 3.0 6.0 9.0 11.0
Pay-As-You-Save Solar Program 20 6.0 10.0 15.0 19.0
PV Host Program 2.0 12.0 22,0 32.0 420
Net Energy Metering 5.0 23.0 57.0 97.0 127.0

Distributed Generation & Distributed Energy

Resources 0.0 8.0 15.5 23.0 35.0
Seawater Air Conditioning 0.0 16.0 16.0 16.0 16.0
Total EE/DG 16.5 91.0 191.5 300.0 390.0
TOTAL RE & EE/DG 168.5 1,015.0 1,220.0 1,358.0 1,481.0

PEAK REDUCTION/PEAK SHIFTING
Demand Response Program & Load

Management 60.0 73.0 89.0 103.0 116.0
Pricing Programs
Residential TOU Rates
Commercial TOU Rates 2.0 10.0 20.0 31.0 41.0
Industrial TOU Rates
Critical Peak Pricing 2.0 24.0 31.0 37.0 44.0

TRANSPORTATION ELECTRIFICATION
Plug-In Mybrid Cars 600 36,000 66,000 96,000 126,000
{# of Cars, Oahu Only)

10/15/2008



HELCO TIMELINES

HAWAII ELECTRIC LIGHT COMPANY, INC. (HELCO)

Cumulative Target Goal (MW by year-end)

Renewable Energy Commitments 2010 2015 2020 2025 2030

RENEWABLE GENERATION
IPP Projects (info based on IPP proposals)
PGV Geothermal 8.0 8.0 8.0 30.0 300
Hamakua Biomass or Hu Honua 25.0 250 250 250
Hawaii County Waste-To-Energy 4.0 40 4.0 4.0
Sopogy Solar 0.5 0.5 05 0.5 0.5
Na Makani Wind and PSH 4.5 4.5 4.5 4.5
Total RE Generation 85 420 420 64.0 64.0
ENERGY EFFICIENCY/CUSTOMER SITED GENERATION
PV (through feed-in tariff or PPA) 1.8 7.8 18.0 30.0 39.0
Solar Opportunity

Mandatory Solar Roofing, SB644 1.0 4.0 8.0 12.0 16.0

Pay-As-You-Save Solar Program 0.2 1.0 3.0 40 5.0

PV Host Program 2.0 7.0 12.0 17.0 220
Net Energy Metering 1.3 6.0 14.0 240 32.0
Distributed Generation & Distributed Energy
Resources 2.7 6.6 10.0 12.6 12.5
Total EE/DG 8.0 324 65.0 99.6 125.5
TOTAL RE & EE/DG 17.9 80.4 115.0 172.6 2025
PEAK REDUCTION/PEAK SHIFTING
Demand Response Program & Load
Management 0.0 1.0 4.0 4.0 4.0
Pricing Programs

Residential TOU Rates

Commercial TOU Rates 0.2 2.0 3.0 3.0 5.0

Industrial TOU Rates

Critical Peak Pricing 0.2 4.0 5.0 6.0 8.0
TRANSPORTATION ELECTRIFICATION
Plug-In Hybrid Cars 1,200 7,200 13,200 19,200 25,200

(# of Cars, Hawaii Only)

10/15/2008



MECO TIMELINES
MAUI ELECTRIC COMPANY, LTD (MECO)

Cumulative Target Goal (MW by year-end)

Renewable Energy Commitments 2010 2015 2020 2025 2030
RENEWABLE GENERATION
IPP Projects (info based on IPP proposals)
Shell Wind 21.0 21.0 21.0 21.0
Lanai Solar 1.2 1.2 1.2 1.2 12
Oceanlinx Wave 2.7 2.7 2.7 2.7
Pulehu Biomass 6.0 6.0 6.0 6.0
Landfill gas (Waste-to-Energy) Unknown status.
KWP | 21.0 21.0 21.0 21.0
Total RE Generation 1.2 51.9 51.9 51.9 51.9

ENERGY EFFICIENCY/CUSTOMER SITED GENERATION

PV (through feed-in tariff or PPA) 1.8 7.8 18.0 30.0 39.0
Solar Opportunity
Mandatory Solar Roofing, SB644 1.0 3.0 6.0 9.0 11.0
Pay-As-You-Save Solar Program 0.1 20 3.0 5.0 6.0
PV Host Program 20 7.0 12.0 17.0 220
Net Energy Metering 22 10.0 240 42.0 54.0
Distributed Generation & Distributed Energy
Resources 1.8 4.8 7.8 10.8 12.0
Total EE/DG 8.9 346 70.8 113.8 144.0
TOTAL RE & EE/DG 10.5 92.5 131.7 177.7 209.9

PEAK REDUCTION/PEAK SHIFTING
Demand Response Program & Load
Management 40 8.0 9.0 10.0 10.0

Pricing Programs
Residential TOU Rates

Commercial TOU Rates 0.2 2.0 3.0 5.0 6.0
Industrial TOU Rates
Critical Peak Pricing 0.2 4.0 6.0 7.0 8.0

TRANSPORTATION ELECTRIFICATION
Plug-In Hybrid Cars 1,200 7,200 13,200 19,200 25,200
(# of Cars, Maui Only)

10/15/2008
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Existing renewable IPP contracts with energy charge tied to oil prices

Name

Prime Mover
[Primary Fuel]

Contract Effective
Term
[Term Years]

|Hawaiian Electric Company, Inc.

H-POWER

Steam Turbine
[Mun Waste]

Mar 31, 1986
{Jun 30, 1992 for
FCA) to
Jul 31, 2015 or at
least 52 months'
advance notice to
terminate

[25]

lHawaiI Electric Light Company, Inc.

Geothermal Turbine

Mar 25, 1986
(Feb 14, 1930 for
FCA) to at least

5 steam (TG3 10, TG4
18, TGE 16, TG1 10,

(ten 3 MW) Dec 31, 2027
Puna Geothermal Ventures [{Geothermal] [minimum 35]
May 19, 2006
to at least
Wind Turbine [Wind] May 18, 2021
Hawi Renewable Development, Inc. [HRD] (sixteen 660 MW) {minimum 15)
Wind Turbine
(fourteen 1.5 MW:
Group A (8,6,4,13)-75
MW, Apr 3, 2007
Group B (13,12,7,5.2, fo at least
Tawhiri Power LLC (wholly owned subsidiary | 14,11,10,9)-13.5 MW) Apr2, 2027
of Apollo Energy Corporation) [Wind] [minimum 20]
Hydro Turbine
Waliluku River Hydroelectric Limited (two 5 MW) Mar 6, 1991 to May
Partnership [Water] 12, 2023 [30]
Maui Electric Company, Ltd.
Steam Turbine

TG2 2) and 3 hydro
(Kaheka 4.5, Paia0.9,{ Nov 30, 1990
Hawaiian Commercial & Sugar [HC&S] (a Hamakua 0.6) 1o at least
division of Alexander and Baldwin) [Bagasse] Dec 31, 2014
Jun 9, 2006
Kaheawa Wind Power, LLC —Owner; Wind Turbine to at least
UPC Wind Management, LLC —-Operator; (twenty 1.5 MW) Jun 8, 2026
Kaheawa Wind Farm —~Facility [Wind] [minimum 20}
Sep 22, 2006
fo at least
Hydro Turbine Sep 21, 2026
Makila Hydro, LLC [Water] [minimum 20]

Note:

Utility's fited short-term avoided energy cost and filed Schedule Q rate are tied to fossil fuel pri




AMENDMENT NO. 1
TO THE ENERGY AGREEMENT AMONG THE STATE OF HAWAII, DIVISION OF CONSUMER
ADVOCACY OF THE DEPARTMENT OF COMMERCE & CONSUMER AFFAIRS, AND HAWAIIAN
ELECTRIC COMPANIES
DATED OCTOBER, 2008

This Amendment No. 1 to the Energy Agreement Among the State of Hawaii, Division of
Consumer Advocacy of the Department of Commerce & Consumer Affairs, and Hawaiian Electric
Companies, dated October, 2008 (the “Agreement”’), is effective as of November __, 2008..

WHEREAS, the State of Hawaii, Division of Consumer Advocacy of the Department of Commerce
& Consumer Affairs, Department of Economic Development and Tourism, and the Hawaiian Electric
Companies (collectively referred to as the “Parties”) entered into the Agreement on October 20, 2008; and

WHEREAS, the Parties wish to amend the Agreement as herein stated:;

NOW, THEREFORE, in consideration of these presents and the covenants herein, the Parties
hereby agree that the Agreement shall be and the same is hereby amended as follows:

1. Section 2 (Renewable Energy Commitments), fourth full paragraph on Page 7, which read

as follows:

It is also understood that the Hawaiian Electric utilities shall not themselves add any new fossil-
based generation over 2 MW beyond those already approved by the Commission or under
construction without equivalent megawatthour retirements.

shall be amended and replaced with the following:

It is also understood that the Hawaiian Electric Utilities shall not themselves add new fossil-based
generation over 2 MW beyond those projects that have already been approved by the

Commission or are under construction.

2. As hereby amended, the Agreement is hereby ratified and confirmed and shall remain in
full force and effect, subject to all of the terms, covenants and conditions therein and herein set forth.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be executed as of

the day and year first above written.

Z<,Zéc

Linda Lingle
Governor
State of Hawaii

\Z m .

Theodore E. Liu

Director

Department of Business Economic
Development and Tourism

Catherine P. Awakuni

Executive Director

Division of Consumer Advocacy

Department of Commerce and Consumer Affairs

(e H. S

Constance H. Lau
Chairman of the Board
Hawaiian Electric Company, Inc.
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Robert A. Aim
Executive Vice President
Hawaiian Electric Company, Inc.






