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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

---- In the Matter of

Docket No. 2014-0192

Order No. 3 3 2 5 8 "

PUBLIC UTILITIES COMMISSION

Instituting a Proceeding to
Investigate Distributed Energy
Resource Policies

et et e et et et g

DECISION AND ORDER RESCLVING PHASE 1 ISSUES

By this Decision and Order (“Order”), the commission
approves revised interconnection standards to streamline and
improve the HECO Companies’! interconnection process, closes the
HECO Companiesgs’ net energy metering program to new participants,
and approves new options for customers to interconnect
distributed energy resources to the HECO Companies’ electric grids
{self-supply and grid-supply options).

Thig Order initiates the first step in an evolution of

distributed energy resource (“DER”)2 policies 1in the State of

1The “HECO Companies” or the “Companies” are Hawaiian Electric
Company, Inc. (“"HECO”), Hawali Electric Light Company, Inc.
(“HELCO”), and Maui Electric Company, Limited (“MECO”).

Pistributed energy resources include distributed generation,
energy efficiency, demand response, electric vehicles,

and distributed energy storage.




Hawaii (“State”)}, which will significantly advance the integration
of DER throughout the State. The commission has approved revisions
to interconnection standards for inclusion in the HECO Companies’
Tariff Rule 14H and has approved new self-supply and grid-supply
tariffs to expand customer options and ensure that customers can
efficiently interconnect new DER systems that are configured to
provide grid-supportive benefits. During Phase 2 of this
proceeding, the commission will consider further modifications
of DER policies to ensure Hawaii continues to benefit from the
gsafe and reliable integration of these resources.

After review of the record in this docket, the commission
has also capped the HECO Companies’ net energy metering (“NEM”)
program at existing levels. This is necesgsary to ensure a
smooth transition to a re-designed, market-based structure for
distributed resources in Hawaii. Nothing about the NEM program
will change for existing NEM customers or customers who have
already applied and are waiting for approval. The HECO Companies
will continue. to process new interconnection applications as
they normally would, and new customers will be able to apply f&r
fast-track approval to interconnect their DER systems under the
self-supply option or standard review for the grid-supply option.

This evolution in DER policies is essential given the
extraordinary levels of distributed renewable energy already

achieved in Hawaii, and the 8State’'s commitment to meet a
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100% renewable portfolio standard by 2045. As Hawail expands
ites portfolio of renewable energy, new market .structures,
including competitive markets, should be developed to assist the
State in ensuring costs and benefits of all forms of renewable
energy are appropriately considered. Creation of these markets
for DER is a central objective of this proceeding.

Hawaii is at a critical juncture in pursuit of achieving
a 100% renewable portfolio standard in the electric power sector.
Extraordinarily high retail electricity prices, combined with
dramatic cost declines in renewable energy and storage
technologies, have combined to transform the competitive landscape
facing/ the 8State's electric utilities. The availability and
economic attractiveness of NEM in particular, has led to widespread
adoption of DER among electricity customers statewide within the
span of only a few vyears. Despite the planning, operaticnal,
technical, and regulateory challenges, no other wutility in
the country rivals Hawaii's electric utilities in their
accomplishments integrating distributed renewable energy into the
power system.

However, successes to date have not come easily
or predictably to the utilities or their customers.
Continuing frustration and confusion relating to the

interconnection queue for thousands of customers waiting

to install solar photovoltaic (“"PV”) and other forms of DER is

2014-0192 3




just one example of the challenges that the commission is
addressing in this proceeding.?

It is abundantly clear that distributed energy resources
can provide benefits to Hawaii. It is also clear, for both
technical and economic reasons, that the policies established more
than a decade ago must be adapted to address the reality of
distributed energy rescurces as they exist today - and as they are
likely to develop in the near future. The challenge facing the
State now 1is ensuring that DER continues to scale in such a way
that it benefits all customers as each utility advances towards
100% renewable energy.

The focus of Phase 1 of this docket is to establish a
transitional market structure for distributed energy resources,

one that will allow the Parties* to this docket sufficient time to

3In addition to this proceeding, the commigsion is addressing
numerous overlapping issues in parallel dockets. For example,
the HECO Companies’ Power Supply Improvement Plans (“PSIPs”) are
under review in Docket No. 2014-0183, while the Integrated Demand
Response Portfolio is the subject of Docket No. 2007-0341.

iThe Parties are the HECO Companies, KAUAI ISLAND UTILITY

COOPERATIVE ("KIUC"), and the DEPARTMENT OF COMMERCE AND
CONSUMER AFFAIRS, DIVISION oF CONSUMER ADVOCACY
{"Consumer Advocate"), an ex officic party, pursuant to
Hawaii Revised Statutes ("HRS") § 269-51 and Hawaili Administrative
Rules ("HAR") § 6-61l-62({(a}. Those entities whose motions to
intervene in this proceeding have Dbeen granted are the
"Intervenors". In this Order, the term “Parties” is used to refer

to both Parties and Intervenors for convenience.
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fully examine the issues inherent in expanding DER deployment
statewide, such that these resources wili continue to provide value
to Hawaii in the future.>

By this Order, the | commission instructs the
HECO Companies to revise their interconnection rules and offer
new tariffs to their customers that expand customer choice and
provide new options for managing energy use, enable DER to provide
technical and economic benefits to each island grid, and establish
a foundation for further DER policy adjustments that will be made

as part of Phase 2 of this proceeding.

L.

BACKGROUND

On August 21, 2014, the commission initiated this docket

via Order No. 32269, "“Instituting a Proceeding to Investigate
Distributed Energy Resource Policies” {("Order No. 32269"),
to investigate the technical, economic, and policy issues

associated with DER as they pertain to the electric operations of

each of the HECO Companies and KIUC.® The docket seeks to resolve

See Instituting a Proceeding To Investigate Distributed
Energy Resource Policies, Docket No. 2014-0192, Order No. 32737
{("Order No. 32737"}, filed on March 31, 2015, at 1.

6see Instituting a Proceeding To Investigate Distributed
Energy Resource Policies, Docket No. 2014-0192, Order No. 32269
("Oxrder No. 32269"), filed on August 21, 2014, at 1.
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issues that have been identified and discussed in several previous
commission orders related to the future of Hawaii's electric
utilities in general and DER in particular,’” as well as the
“Commission's Inclinations on the Future of Hawail's Electric
Utilities; Aligning the Utility Business Model with Customer
Interests and Public Policy Goals” (“Inclinatioﬁs"), which was
filed as Exhibit A to Decision and Order No. 32052 in

Docket No. 2012-0036.8

"This includes decisions in Docket No. 2002-0051,
which modified the HECO Companies' Rule 14 by adding a new
paragraph "H" and appendices that established interconnection
standards; Docket No. 2003-0371, which the c¢ommission opened
to investigate and establish guidelines for distributed
generation development; Docket No. 2010-0015, which resolved
issues related to the interconnection of distributed generating
facilities operating in parallel with the utilities' electrical
systems; and Docket No. 2011-0206, which was established
to facilitate the Reliability Standards Working Group
("RSWG") process. ‘

- 8In the Matter of PUBLIC UTILITIES COMMISSION Regarding
Integrated Resource Planning, Docket No. 2012-0036, Decision and
Order No. 32052, filed on April 28, 2014, (“Order No. 32052")
Exhibit A, "Commission's Inclinations on the Future of Hawaii's
Electric Utilities; . Aligning the Utility Business Model with
Customer Interests and Public Policy Goals."
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In the Inclinations, the commission observed:

With approximately 10% of residential
customers already operating rooftop BV
systems, Hawaii 1s a frontrunner in the
initial growth stage of DER.

Coupled with continued innovation in other
distributed energy resources, such as electric
vehicles and distributed energy storage,
the utilities will need to plan proactively
for future additions of DER. The rapid
adoption of these technologies will

require the utilities to design programs and

develop distribution system infrastructure

to optimize the system and maximize

customer benefits.®

The Inclinations also highlighted the fact that
“[elurrent electric utility rate structures in Hawaii are not well
suited for a future environment where there are significant
gquantities of variable renewable energy, customer-sited
distributed energy resources and increasingly smart grid
technologies, ” nor do current rate structures “provide the correct
market signals to customers and market actors to address periods
with an excess supply of energy to the grid.”10

The commission was compelled to offer its Inclinations

as a result of the failure of the HECO Companies to adequately

Inclinations at 11, 165.

10Inclinations at 25.
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address these critical issues in its Integrated Resource Planning
(“"IRP”) process.l?

As a result, in OCrder No. 32053, “Ruling on the RSWG Work
Product,”?? (“Order No. 32053”), the commission requirgd the
HECO Companies to file a Distributed Generation Interconnection
Plan (“DGIP”), stating that the *“preferred course of action”
is “a proactive approach to distributed generation planning
in a transparent manner with the opportunity for
stakeholder participation.”?3 The commission resolved that
“*further information and analysis 1is necessary in order to
analyze potential constraints that exist due to high penetration
of solar PV systems” and instructed the HECO Companies to develop
“strategies and plans to mitigate these constraints.”!* The Ruling
required thét the HECO Companies develop a DGIP, which was required

to include:

11In Order No. 32052, the commission rejected the
HECO Companies’ IRP Report and Action Plan as fundamentally flawed
and inconsistent with the IRP Framework and numerous commission
orders governing the HECO Companies' planning process. See Docket
No. 2012-003s6.

l2Instituting a Proceeding to Investigate the Implementation
of Reliability Standards for Hawaiian Electric Company, Inc.,
Hawaili Electric Light Company, Inc., and Maui Electric Company,
Limited, Docket No. 2011-0206, Order No. 32053, Ruling on RSWG Work
Product, filed on April 28, 2014, at 62.

130rder No. 32053 at 50.

H0rder No. 32053 at 50.
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1) A “Distributed Generation
Interconnection Capacity Analysis” to
"proactively identify distribution circuit
capacity to safely and reliably interconnect
distributed generation resources and the
system upgradel[] requirements necessary to
increase circuit interconnection capability
in major capacity increments;"15

2) An “Advanced DER Technology Utilization
Plan” that “set[s] forth the near, medium and
long-term plans by which customers would
install, and utilities would utilize,
advanced inverters, distributed energy
storage, demand response and EVs to mitigate
adverse grid 1impacts starting at the
distribution 1level and up toc the system
level;“1® and

3) A  “Distribution Circuit  Improvement
Implementation Plan” that “summarize[s] the
specific strategies and action plans,
including asscociated costs and schedule,
to implement circuit wupgrades and other
mitigation measures to increase capacity of
electrical grids to interconnect additional
distributed generation.”?!?

The commission also expressed its intention to open the
instant docket to “address the technical, economic and policy
issues associated with distributed energy resources,”!® noting that

the DER docket would benefit from the work products of the RSWG,

150rder No. 32053 at 51.
160rder No. 32053 at 52-53.
170rder No. 320853 at 54-55.

80rder No. 32053 at 62.
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the HECO Companies’ DGIP, and other submittals related to
distributed generation and interconnection issues.!®
In Order No. 32503, the commission further observed:

The commission submits the distributed solar PV
industry in Hawaii will, out of necessity due to
their accomplishments thus far, have to migrate to
a new business model, not unlike what 1is expected
for the HECO Companies as a result of disruptive
technologies. The distributed solar business model
will need to shift from a customer-value
proposition predicated upon customers avoiding

the grid financially - ©but relying upon it
physically and thereby creating circuit and system
technical challenges - to a new model where the

customer-value proposition is predicated upon how

distributed solar PV benefits both individual

customers and the overall electric system,

and hopefully becomes a key contributor to Hawaii's

grid modernization . . . .20

Subsequently, when the commission initiated this docket,
it invited *“[alny interested individual, entity, agency or
community or business organization [to] file a motion to intervene
or participate  without intervention in this  docket.”?2!
The commigssion's “Orderx Granting Motions to Intervene,

Consolidating and Incorporating Related Dockets, and Establishing

Statement of Issues and Procedural Schedule”?? included an attached

13See Order No. 32053 at 62.
200rder No. 22053 at 49-50.

210rder No. 32269 at 6.

220rder Granting Motions to Intervene, Consclidating and
Incorporating Related Dockets, and Establishing Statement of Igsue

2014-0192 10




Staff Report and Proposal (“Staff Report”) that identified several
high priority technical and economic challenges associated
with continued growth in DER, offered policy suggestions for
consideration by the Parties to the DER docket, and outlined a
roadmap for addressing these challenges and designing new policies
to facilitate the next wave of DER deployment in Hawaii.??

The Staff Report also addressed the HECO Companies'
DGIP, which was filed on August 26, 2014,2¢ finding that despite
the clear requirements that the commission had set forth for the
DGIP in Order No. 32053, “the utility's proposed plans [did] not
adequately address the immediate or long-term issues associated
with integrating distributed energy resources and achieving the

state's energy goals.”?% The Staff Report stated that;

and Procedural Schedule, Docket No. 2014-0192, Order No. 32737

{(“Order No. 322737"), filed on March 15, 2015, at 23.

23gee Staff Report at 1. This included addressing
gystem-level issues such as PV over-generation and grid resiliency
during contingency events, and distribution-level issues such as
reducing contingency rigsks on circuits with high levels of solar
PV, and minimizing oversupply of solar energy during midday hours,
as well as addressing economic integration challenges.
Staff Report at 17-30.

24pocket  -No. 2011-0206, “HECO  Companies' Distributed
Generation Interconnection Plan,” filed on August 26, 2014, °
transferred to Docket No. 2014-0192 via Order No. 32292, filed on
September 12, 2014.

25gtaff Report at 12. See Order No. 32737 at 30 ("The Staff
Report, among other things, provides a preliminary review of the

2014-0192 11




[dlespite the significant flaws in the
DGIP filing, [clommission staff does not
believe ordering a complete redo of the plans
at this time would promote a speedy resolution
of the near-term technical and economic issues
associated with further interconnection of
distributed generation. Instead, the proposed
docket work scope described in [the Staff
Report] is intended to help focus the efforts
of the Parties to resolve the current
interconnection queue and establish new
pathways for further DER development.?2°

To achieve “urgent resolution of the interconnection
backlog and re-establishment of clarity and certainty in the DER
market in Hawaii,”?” Order No. 32737 set forth proposed DER policy
docket issues and a scope of work?® through the attached Staff
Report, and adopted a procedural schedule for the instant docket.??

To foster effective and efficient resolution of
DER 1issues, the commission has repeatedly made clear its
requirement that “participation [must] reflect a high standard of

quality, relevance, and timeliness”3? and that “[i]lntervenors and

HECO Companies' DGIP and suggests that the DGIP is not sufficiently
responsive to the requirements set out in Order No. 32053.").

28gtaff Report at 13.
27Gtaff Report at 42.
28gtaff Report at 41-50.
2%0rder No. 32737 at 44-46.

300rder No. 32737 at 23.
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participants will not be allowed to broaden the issues or to unduly

delay the proceeding.”3 The commission set forth its intention to:

preclude any attempts to broaden the issues or
to unduly delay the proceeding, and reconsider
any Intervenor's participation in this docket
if, at any time during the course of this
preceeding, the commission determines that any
Intervenor 1is attempting to unreasonably
broaden the pertinent 1issues established by
the commission in this docket, is unduly
delaying the proceeding, or is failing to
meaningfully participate and assist the
commission in the development of the record in
this docket .32

The commission emphasized the necessity of
collaboration, mandating that “the standard of conduct in this
docket and the technical conferences . . . ig preoductive

collaboration based on reasonable dialogue.”33

II.

PROCEDURAL HISTORY

On August 21, 2014, the commission issued Order No. 32269

initiating this proceeding.3*

I10rder No. 32269 at 8.

320rder No. 32737 at 23-24.
330rder No. 32737 at 43.

34The HECO Companies, KIUC, and the Consumer Advocate were
named individually as parties to this proceeding.
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The HECO Companies subsequently filed ‘their
DGIP in Docket No. 2011-0206, and by *“Order No. 32292
Transferring Distributed Generation Interconnection Plan ¢to
Docket No. 2014-0192" {*Order No. 32292"), the commission
transferred the DGIP from Décket No. 2011-0206, into the instant
proceeding for review.

Between August 25, 2014, and September 10, 2014, ten (10)
motions for intervention were timely filed in this docket.35

Thereafter, on September 12, 2014, the commission
issued “Order No. 32293 Inviting Public Comment on the
HECO Companies’ Distributed Generation Interconnection Plan”
{(*Order No. 322937). The commission received over 700 pages of
comments from the public, including from entities who requested

intervention in this proceeding.

33The motions were filed by the following entities:
Hawaii Solar Energy Association (“HSEA”) on August 25, 2014;
Life of the Land (“LOL”} on September 2, 2014; Renewable Energy
Action Coalition of Hawaii, Inc. (“REACH”)} on September 9, 2014;
Hawaii Renewable Energy Alliance (“HREA"”) on September 9, 2014;
Hawaii PV Coalition (““HPVC”) on September 9, 2014; The Alliance
for Solar Choice (“TASC") on September 10, 2014;
Sunpower Corporation (“Sunpower”} on September 10, 2014;
Department of Business, Economic Development, and Tourism
( “DBEDT” ) on September 10, 2014 ; Blue Planet Foundation
{*Blue Planet”) on September 10, 2014; and Ron Hooson on
September 11, 2014.

2014-018%2 14




The commission subsequently issued information
regquests (“IRs”) to the HECO Companies on September 30, 2014.
The HECO Companies provided timely responses to the
commission’s IRs on October 10, 2014, and supplemental responses
on October 31, 2014.

On January 20, 2015, the HECO Companies filed a

“Motion for Approval of NEM Program Mcodification and Establishment

of Transitional Distributed Generation Program Tariff”
("Motion for Approval”), for commission approval
to: (1) reinstitute a program capacity cap for the NEM program;

(2) allow customers who are currently waiting for interconnection
approval and those who may apply for interconnection until
March 20, 2015, to interconnect under the NEM program; (3) approve
an interim Transitional Distributed Generation (“TDG") tariff;
(4) approve an interconnection agreement for the TDG tariff;
and (5} allow the HECO Companies to modify Tariff Rule 14H* via

a 30-day tariff filing. On January 27, 2015, the Consumer Advocate

3Tariff Rule 14H relates to service connections to
facilities on customers’ premises, primarily interconnection of
distributed generating facilities operating in parallel with the
HECO Companies’ electric systems.
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responded to the Motion for Approval by filing a protest,??
while several other entities filed comments opposing the motion.?3®

On February 27, 2015, the commission’s Chairman and the
HECO Companies’ President signed a letter agreement, wherein they
agreed, among other things, that the sgixty (60) day timeline
proposed by the HECO Companies would not provide sufficient time
for commission and stakeholder review of the Companies’ motion,
and that regardless of whether the commission has ruled
(favorably or otherwise) on the Companies’ proposal for policy
changes, the Companies have an affirmative duty to interconnect
customers consistent with existing policy.3®

Thereafter, on March 31, 2015, the commission issued
Order No. 32737, by which it: (1) granted Intervenor status to

all entities that filed a motion to intervene; (2) consclidated

37Consumer Advocate’'s “Protest of Hawaiian Electric Companies’
Motion for Approval of NEM Program Modifications and Establishment
of Transitional Distributed Generation Program Tariff, filed on
January 27,2015."

38The comments include: Blue Planet’s letter in response to
HECO Companies’ Motion for Approval; (2) TASC’'s, HSEA's, HPVC's and
Sunpower’‘s “Request for Party Status and Opposition” to
HECO Companies’ Motion for Approval (joined by HREA on January 27,
2015}); and (3) DBEDT's “Response” to HECO Companies’ Motion
for Approval.

%See Letter Agreement by and between Randy Iwase
and Alan Oshima, dated February 27, 2015, avallable at:
http://puc.hawaii.gov/wp-content/uploads/2015/03/NewRelease.2015

0227.pdf.

2014-0182 16



http://puc.hawaii.gov/wp-content/uploads/2015/03/NewRelease.2

Docket No. 2014-0130 into this docket; {3) incorporated
by reference in this docket the evideqtiary record of
Docket No. 2011-0206, related to the First and Second Stipulations
of the PV Subgroup; (4) ordered the HECO Companies to comply with
certain directives and requirements; and (5) established a
preliminary Statement of Issues and Procedural Schedule to govern
this proceeding. Pursuént to the Procedural Schedule, the Parties
were required to file Initial Comments on the Statement of Issues
(*Initial Comments”) within twenty (20) days of the date of the
order, or by April 20, 2015. Initial Comments were timely filed
by several entities.49

éubsequently, the commission issued "“Order No. 32849
Confirming Statement of Issues” (“Order No. 32849") on May 15,
2015, wherein it: (1) determined that the modifications proposed
by the Parties were implicit in, and subsumed by, the issues as
stated in Order No. 32737; and, as such (2) confirmed that the

issues i1dentified in Order No. 32737 for resolution in Phase 1 of

this proceeding would remain unchanged.

4PREACH’'s “Initial Comments on the Statement of Issues”;
HPVC’s, HSEA‘s, TASC’'s, and Sunpower'’s “Comments on Statement of

Issues”; HECO Companies’ “Comments on the Statement of Issues”;
HREA‘s “Joinder to [HPVC’s, HSEA's, TASC's, and Sunpower’s]
Comments on Statement of Issues”; and the' Consumer Advocate’'s

“Initial Comments on Order No. 32737's Statement of Issues.”
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Pursuant to Order No. 32737, the Parties were also
required to file: (1) Preliminary Statements of Position (“PSOP")
by June 1, 2015; and (2) a jointly filed stipulated resolution of
the Phase 1 issues by June 29, 2015, with instructions to file
joint or individual Final Statements of Position (“FSOP”) if they
were unable to agree to a stipulated resolution of the issues.

On June 1, 2015, REACH, KIUC, the HECO Companies, DBEDT,
and the Consumer Advocate filed PSOPs; HSEA, HPVC, HREA,
Ron Hooson, LOL, Sunpower, and TASC {collectively the
“Joint Parties") filed a Jjoint “Statement of Position;”
and Blue Planet filed a “Joinder” to the Joint Parties’
Statement of Position.

On June 29, 2015, REACH, KIUC, HECO Companies, DBEDT,
the Consumer Advocate, and the Joint Parties filed FSOPs;
Blue Planet filed a “Joinder” to the Joint Parties’ FSOQOP; and,
all of the Parties to this proceeding, with the exception of KIUC,
filed a “Stipulation Setting Forth Proposed Revisions to Rule 14H".

Thereafter, two separate motiong were filed: (1) TASC’s
July 2, 2015 “Motion of the Alliance for Solar Choice to Initiate

Formal Evidentiary Hearings” ("Motion to Initiate Hearings”) ;%

410n July 10, 2015, KIUC and the HECO Companies filed responses
opposing TASC’'s Motion to Initiate Hearings. Blue Planet filed a
“Statement of No Position” on the Motion. On July 13, 2015,
DBEDT and the Consumer Advocate filed responses opposing the

2014-0192 18




and (2) the HECO Companies’ July 10, 2015 “Hawaiian Electric
Companies’ Motion for Order Requesting Removal of the Alliance for
Solar Choice from Proceeding” (“Motion to Remove”} .42 Both motions

are individually addressed herein.

III.

STATEMENT OF ISSUES

In Order No. 32737, the commission identified the following
issues for resolution in Phase 1 of this proceeding:*43

1. Have the HECO Companies met their
commitments and responsibilities to clear the
interconnection backlog and enable continued
DER growth?

a. What options to improve the
HECO Companies’ performance with
respect to processing customer
interconnection applications should
be considered in Phase 1 of
this docket? ’

2. What near-term revisions to applicable
interconnection-related tariffs should
be made to expedite the interconnection
process, mitigate DER integration challenges,
and enable beneficial DER investment,
deployment, and customer choice?

Motion; and the Joint Parties filed a “Statement of No Position”
on the Motion.

42Responses opposing HECO Companies’ Motion to Remove
were filed by the following parties: REACH on July 15, 2015;
TASC on July 16, 2015; and the Joint Parties on July 20, 2015.

On July 17, 2015, KIUC filed a “no position” response to
the Motion.

430rder No. 32737 at 36-38.
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a. What high priority revisions under
consideration by the PV Subgroup of
the RSWG should be made to Rule 14H?

b. What additional revisions
previously under consideration by
the Parties to Docket No. 2014-0130
should be incorporated into
Rule 14H, if any?

c. How should a customer self-supply
option be technically specified,
such that a customer opting to
self-supply with minimal arid
impact may be permitted to
interconnect immediately without
need for lengthy review or study?

a. What revisions to applicable
interconnection-related tariffs
should be made to accommodate a
customer self-supply option?

e. What other high priority revisions
should be made to applicable
interconnection-related tariffs

to enable cugtomer choice and
continued DER deployment, including
mandatory reguirements for advanced
inverter functionality?

f. Whether it isg necessary or
appropriate to include screening
criteria for system-level grid
integration iggues in the
interconnection review process?

How should existing HECO Companies and KIUC
DER policies and programs be modified to
create new DER market choices while a

longer-term DER market structure is
established?
a. How should a tariff to enable

a customer self-supply option
be specified?

20



b. How should a tariff to enable
a customer grid-supply option
be specified?

c. What other tariff(s) should be
developed to create new DER market
cheoices while a longer-term DER
market structure 1is established?
How should any proposed tariff(s)
be specified?

d. What modifications should be made,
if any, to the Net Energy Metering
Program to ensure DER will be
acquired cost-effectively until a
longer-term DER market structure
can be established?

e. To what extent, if any,
are non-participating customers
detrimentally or positively
impacted from customer DER

deployment options discussed in
Issues 2 and 37

Iv.

POSITIONS OF THE PARTIES

aAll fifteen Parties filed FSOPs. The HECO Companies
(collectively)}, KIUC, the Consumer Advocate, DBEDT, and REACH each
filed individual FSOPs. HPVC, LOL, HSEA, HREA, Ron Hooson, TASC,
and Sunpower (“Joint Parties”) filed a joint FSOP, and Blue Planet

filed a joinder to the Joint Parties’ FSOP.
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A.

HECO Companies’ Interconnection Queue

The HECO Companies, Consumer Advocate, Joint Parties,
and REACH agree that the HECO Companies met their commitment to
clear the 2,749 NEM applications from the October 22, 2014 queue. 4%
The Joint Parties state that 4,323 NEM applications
“remain unexecuted” in the post-October 22, 2014 queue.?s
The HECO Companies state they have "“conditionally approved 4,176
out of roughly 5,700 customers in the post October 2014 gqueue,”46
Blue Planet, DBEDT, and KIUC did not comment on this issue in
their FSOPs.

The HECO Companies c¢laim that pursuant to Ordering
Paragraph 4 in Order No. 32737, they developed and submitted weekly
and monthly reports to commission staff and the Parties on the
status of the interconnection backlog.*’” The HECO Companies also
assert that they have created-and launched an on-line Integrated
Interconnection Queue {(“"IIQ?) for customers to monitor status and

progress of their interconnection application. In addition to

448ee HECO FSCP at 19, Consumer Advocate FS0OP at 5,
Joint Parties FSOP at 62, REACH FSOP at 13.

45Joint Parties FSQOP at 62.
46HECO FSOP at 20.

478ee Order No. 32737 in Docket 2014-0192 at 46; HECO FSOP
at 21.
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proposed Rule 14H modifications, the HECO Companies also developed
a detailed Interconnection Improvement Program (“IIP”) with the
intent to provide an improved customer experience through greater
transparéncy and quicker processing speed.*8

The Consumer Advocate states that there is a need for an
on-going process to allow “econtinuous evaluation of
interconnection and pricing tariffs associated with DER. "4°
The Joint Parties add that in addition to an on-line portal for
application tracking, the HECO Companies should disclose status
and justification for each project that regquires an
Interconnection Requirements Study (“IRS”) to improve transparency

to both customers and solar contractors.>9

B.

Revisions to Applicable Interconnection Standards

Issue 2 concerns what near-term revisions to
applicable interconnection-related tariffs should be made to
expedite the interconnection process, mitigate DER integration
challenges, and enable beneficial DER invesgtment, deployment, and

customer choice.

48See HECO FSOP at 23.
43Consumer Advocate FSOP at 7.

308ee Joint Parties FSQP at 63.
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1.

What high priority revisions under consideration by
the PV Subgroup of the RSWG should be made to Rule 14H

Pursuant to Order No. 32737, the Parties filed a joint
“Stipulation Setting Forth Proposed Revisions to Rule 14H"

in Docket 2014-01%92 on June 29, 2015 (“PV Subgroup Stipulation”

or “Stipulation”). The Stipulation highlights several high
priority revisions, including: (1) new transient over-voltage
requirements (“"TrOV-2 requirements”) that mandate high speed

performance of PV inverter equipment during certain abnormal grid
conditions; (2) expanded frequency and voltage ride-through
settings, wﬁich enable DER systems to remain connected and provide
grid support during grid emergencies; and (3) revised return to
service settings, which would govern reconnection of DER systems
after disconnection. The Stipulation also includes several
comments and caveats agreed to by the signatories.?? In addition
to the PV Subgroup Stipulation, several Parties have proposed
further revisions to Rule 14H as part of their respective FSOPs,

as discussed below.

Slstipulation Setting Forth Proposed Revisions to Rule 14H,
filed on June 29, 2015, in Docket No. 2014-0192 at 9-15.
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2.

What additiocnal revisions previously under
consideration by the Parties to Docket No. 2014-0130
should be incorporated into Rule 14H, if any?

The HECO Companies reiterate the positions taken in
their Reply Statement of Position (“RSOP”) (filed on February 19,
2015 in Docket No. 2014-0130), which includes modifications to
(1} allow expedited interconnection of non-export systems with
"momentary parallel operation” of less than 100 milliseconds;
(2) allow systems with momentary parallel operation to be deemed
"non-exporting” and remove reverse power protection requirements;
and (3) remove ‘“certain proposed definitions” from Rule 14H
for clarity.>?

The Consumer Advocate provides separate revisions to
Rule 14H, attached to its FSOP. Overall, the revisions are
intended to (1) clarify that Rule 14H applies to interconnection
and not just “parallel” operations; (2) provide a
“screening process to address system impact of higp penetration on
solar resources on system daily load;” and (3) provide a screening
process for non-export and export ‘“right sizel[d]” systems with
advanced inverter functions to allow a quicker review ﬁrocess.53

The Consumer Advocate also provides additional recommended

S?HECO FSOP at 49-50.

53Consumer Advocate FSOP at 10-11 and Attachment B.
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next-step action items, which include ‘“revisions to customer
agreements, testing, monitoring, [and] assessment of costs.”54
KIUC asserts that any additional modifications or
revisions in this proceeding should not be applicable to KIUC's
Tariff No. 2 because KIUC has “substantially different” operations
and systems and any such modifications may be "too prescriptive
and limit KIUC’'s ability to work with individual members on an

interconnection solution, “55

3.

How should a customer self-supply option be technically
specified, such that a customer opting to self-supply
with minimal grid impact may be permitted to interconnect
immediately without need for lengthy review or study?

The HECO Companies propose detailed technical
specifications for self-supply systems, including the following:
(1) the maximum system size shall not be more than one hundred
kilowatts (100 kW); (2} all of the system output shall be consumed
by the customer-generator’s load; (3) inadvertent export is not
permitted, except for less than ten (10) seconds of reverse power
flow at no more than two percent (2%) of the inverter rating,

not more than twice per day; (4) the system must be in compliance

34Consumer Adveocate FSOP at 11 and Attachment B.

S5KIUC FSOP at 11.
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with proposed advanced inverter requirements set forth in Rule 14H,

Appendix III; and (5) energy storage must be available on a
daily basis.s®

The Joint Parties propose the following technical
specifications for self-supply systems: (1) the maximum system
size shall be no more than two-hundred and fifty kilowatts
(250 kW) ; (2) inadvertent export is not permitted, except for less
than sixty (60} seconds of reverse power flow, not more than twice
per day; (3) such systems must use advanced meters to monitor
compliance; and (4} non-exporting systems must abide by the
HECO Companies’ updated expanded voltage and frequency
ride-through settings. In addition, the Joint Parties
recommend that inverter manufacturers be allowed to submit
self-certification for non-export functions in the interim,
while the national standards and testing procedures are developed,
and until certification pursuant to standards developed by
Underwriters Laboratories, Inc. (“UL”) becomes available.3?

KIUC states that they have not encountered self-supply
gystems, but maintains that no further modifications to KIUC's

Tariff No. 2 are necessary at this time because its existing

56See HECO FSOP at 51-52.

57The Joint Parties claim thig is anticipated within a year.
See Joint Parties FSOP at 52-56,
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interpretation of self-supply systems would require: (1) no export
capability; (2) inclusion of an advanced meter to assist with
proper system gizing; (3) use of a reverse power relay for larger
systems to prevent and monitor inadvertent export; and (4) ability
for “dynamic real-time load following of the customer load whereby
the net output to the grid would be zero on a real time basis.”38

No other Parties provided comprehensive technical
specifications for a self-supply option, but rather commented on

individual technical matters addressed in Issues 24, 2e, and 2f.

4.

What revisions to applicable
interconnection-related tariffs should be made
to accommodate a customer self-supply option?

The HECO Companies propose revisions to Rule 14H to
establish advanced inverter standards, implement a circuit hosting
capacity analysis, and establish system-level screening for new
DER systems.®3 The HECO Companies further propose that qualifying
self-supply systems could bypass certain interconnection

review screens.é0

SBKIUC FSOP at 11-12.

°9See HECO FSOP at 27-44.

50gee HECO FSOP at 6, Figure 10.
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The Joint Parties recommend an ‘“expedited review

process” for self-supply systems, which would only require
application of a limited subset of Rule 14H screens that test for
safety and reliability issues that may be impacted by self-supply
systems.®l1 In addition, the Joint Parties believe self-supply
systems should be “presumptively allowed to interconnect even on
highly penetrated circuits without being subject to an
interconnection requirements study.”5?

The HECO Companies “strongly disagree with the notion
that Self-Supply systems may be interconnected to a circuit with
only guperficial consideration,” and, instead, propose the option
of a “minimal impact Self-Supply system . . . that has a hosting
capacity of zero (0) and upon passing a less extensive initial
technical review, which does not include penetration screens,
may be interconnected on an expedited basis.”&3

The Consumer Advocate proposes several screen options
in the “Initial Technical Review Screen 2" ({(for proposed
inverter-based systems with advanced inverter functions),

and emphasizes that the Reverse Power Protection and Minimum Power

6lSee Joint Parties FSOP at 58.
62Joint Parties FSQP at 58.

63HECO FSOP at 62.
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Protection screens ‘“appear feasible” to prevent export.f?
The Consumer Advocate also points to California‘s Rule 21 for
developing additional screens for “inadvertent export.”s&s

DBEDT recommends that the commission “consider a
flexible process by which the [HECQO] Companies define a reasonable,
maximum amount of “inadvertent” energy and/or timeframe to which
Self-Supply system providers can self-certify.”6s DBEDT also
references California, and suggests that besides allowing
inadvertent export, the other four options from Rule 21 could be
“potentially viable” for self-supply systems.¥¢’

Similar to their response to Issue 2c, KIUC contends
that no revisions are necessary to KIUC Tariff No. é at this time,
as KIUC ‘evaluates each customer’s proposed system customer
self-supply option on a case-to-case basis . . . and determines
what, if any, upgrades, controls, relays, or other requirement
needs to be met in order to facilitate an interconnection that

does not place KIUC grid safety or reliability at risk.”s®

€4See Consumer Advocate FSOP at 12. See also Consumer Advocate
FSOP, Attachment B Exhibit A at 4.

85Consumer Advocate FSOP at 12.
§6DBEDT FSOP at 7.
S7DBEDT FSOP at 8.

68KIUC FSOP at 12-13.
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5.

What other high priority revisions should be made to
applicable interconnection-related tariffs to enable customer
choice and continued DER deployment, including mandatory
requirements for advanced inverter functionality?

The Joint Parties 1list two interconnection-related
issues that require additional discussion and collaboration:
(1) development of additional proposed advanced
inverter functions, settings, and implementation timelines,
and (2) the HECO Companies’ “hosting capacity” analysis to update
penetraticon limits.

With respect to advanced inverter functionality,
the HECO Companies propose adopting California’s Rule 21
Smart Inverter Working.Group recommendations, with modifications,
to establish advanced inverter standards for Hawaii.%® KIUC states
it already has a streamlined process in Tariff No. 2
“including technology advancements in inverter functionality.®7°

REACH proposes a circuit hosting capacity analysis to
differentiate between a primary (grid-supply}) and a secondary
(self-supply) hosting capacity and further proposes details the

methodology based on generating capacity.”?

89HECO FSOP at 36 and Exhibit 5.
TOKTUC FSOP at 13.

713ee REACH FSQP at 15-16 and Attachment A.
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The remaining Parties address Issue 2e as part of their

positions on Issues 2a, 2b, 2c, and 2d.

6.

Whether it is necessary or appropriate to include screening
criteria for system-level grid integration issues in the
interconnection review process?

The HECO Companies, Consumer Advocate, and REACH agree
that screening criteria for system-level grid integration issues
are necessary and appropriate. The HECO Companies believe that
establishing this type of screen for each island grid in a hosting
capacity analysis would serve to “*balance reliability,
safety, and cost-effective service to all customers.”?? DBEDT is
supportive of developing system-level screens, but recognizes this
may take additional time.?® KIUC asserts that its current tariff
“contemplates all levels of grid impacts” and therefore does not
require modification.’ The Joint Parties and Blue Planet did not

comment on this specific issue.

T2HECO FSOP at 63; Consumer Advocate FSOP at 10; REACH FSOP
at 16.

738ee DBEDT FSOP at 4.

T4KIUC FSOP at 14.
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cC.

Modifications to Existing DER Policies and Programs

1.

How should a tariff to enable a customer self-supply
option be specified?

The Consumer Advocate and REACH specifically state that
no additional tariff is necessary if self-supply systems do not
export notable amounts of energy to the grid.”?” DBEDT's FSOP
summarizes the general consensus of " the Parties that
“all inadvertent export is uncompensated.”’® The HECO Companies
affirm this concept in their FSQOP, hut asgert that a tariff is
necessary that specifies “zero compensation for any export,”
and also raises the minimum bill, from $17 per month to
525 per month for new DER customers only (for both self-supply and
grid-supply options) .’

With respect to raising the minimum bill,
the Consumer Advocate supports a $25 minimum bill for

/

customers who applied for NEM approval after June 1, 2015.

Additionally, the Consumer Advocate supports “implementing a new

minimum charge applicable to all existing customers,” but states

58ee Consumer Advocate FSOP at 13, REACH FSOP at 17.
DBEDT FSQOP at 7.

TTHECO FSOP at 67.
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that implementing such a change requires additional regulatory
procedures and is unlikely to be feasible in Phase 1.7°

The Joint Parties similarly propose an increase to the
minimum bill (for both DER and non-DER customers), and reference
the HECO Companies’ customer-related costs (from its last rate
case in 2011) of $25.31.77 DBEDT states it *would not oppose an
increase in the minimum bill to $25 . . . applicable to interim
DER customers” but believes further analysis on the minimum bill
amount 1is necessary to allow DER to grow cost-effectively.®0

KIUC believes its current interconnection-related tariff
(KIUC Tariff No. 2) “is sufficiently flexible to address a
customer’s desire to supply its own load with or without the

capability of energy export.”8l

2.

How should a tariff to enable a customer
grid-supply option be specified?

The HECO Companies propose a “Grid-Supply tariff” with

fixed residential export credit rates ranging from 18 to 29.8 cents

78Consumer Advocate FSOP at 17.
7igee Jolnt Parties FSOP at 165.
80DBEDT FSOP at 11.

81KIUC FSOP at 16.
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per kilowatt-hour (“kWh”), and commercial and industrial credit
rates ranging from 16.2 to 30.2 cents per KkWh, wvarying by
individual island grid. The proposed residential credit rate is
18.0 cents per kWh for Oahu, 22.5 cents per kWh for Hawaii,
23.1 cents per kWh for Maui, 27.5 cents per kWh for Molokai,
and 29.5 ceﬁts per kWh for Lanai.®?

The HECO Companies state that the proposed Grid-Supply
tariff would be implemented in a fashion similar to the existing
NEM program, as eligible customers would “receive an energy credit,
equivalent to the export credit rates set forth above, to offset
energy charges on their monthly bills, and any excess energy
credits in a month will rollover with a twelve (12) month
reconciliation period.”83 The Consumer Advocate supports the
HECO Companies’' proposal of a reduced export credit rate
(referencing HECO’s proposed residential export rate of 18.0 cents
per kWh for Oahu), but as a pilot with rates subject to change
and predicated on system right-sizing.® DBEDT supports the
HECO Companies’ tariff structure as a “meaningful rate design

transition step.”8s

820ee HECO FSOP at 74-75 and Exhibit 4.
83HECO FSOP at 76.
84Gee Consumer Advcocate FSOP at 14.

8SDBEDT FSOP at 10.
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In contrast to the HECO Companies’ proposal, the Joint
Parties’ propose to reduce the NEM energy credit rate by way of an
interim *tolling revenue mechanism” of approximately 3.9 cents
per kWh, which would be subtracted from the retail rate for new
DER customers in high-penetration areas. The tolling mechanism
would be triggered by a thirty percent (30%) system penetration
threshold.® As discussed above (in Issue 3a), the HECO Companies,
Joint Parties, Consumer Adveocate, and DBEDT propose a revised
minimum bill of roughly $25, with varying conditions, applicable to

both the self-supply and grid-supply options.

REACH proposes a “Transitional Net Energy Metering

tariff? (“T-NEM”}, which references a wvalue of distributed
generation (“DG”) methodology {(summation of multiple avoided
costs, including environmental, distribution, transmission,

operations and maintenance, fuel, and generating capacity) to
calculate the appropriate export rate.?”
KIUC maintains the stance that no modifications to

KICU's Tariff No. 2 are needed at this time, but acknowledges

86Calculated as the “total NEM nameplate as a percentage of
the highest recorded peak demand in 2014." See Joint Parties FSOP
at 25. "NEM penetration is currently at or near the proposed 30%
system peak threshold everywhere but Lanal.” See Joint Parties
FSOP at 26.

87See REACH FSOP at 10-11.
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technical challenges with purposefully oversized customer-owned
systems. To address this issue, KIUC either (1) rejects
interconnection of such systems, or (2) allows interconnection
subject to curtailment at KIUC’s discretion based on utility

system need. 88

3.

What other tariff(s) should be developed to create new DER
market choices while a longer-term DER market structure is
established? How should any proposed tariff (s) be specified?

All of the Parties are, in general, supportive of a
time-of-use (“TOU”) tariff to provide DER customers with more
effective pricing =signals to drive efficient electricity
consumption behavior.

The HECO Companies propose a TOU pilot option
available to residential DER customers 1in current advanced
metering infrastructure (“AMI”) pilct areas (on Oahu only) as part
of Phase 1 of this docket, limited to 500 customers over a span of
three years. The on-peak rate would be 36.0 cents per kWh between
4pm and 9pm, and the off-peak rate would be 24.0 cents per kWh for

all other hours.®®

88See KIUC FSOP at 17.

898ee HECQO FSQOP at 85-87 and Attachment 17.
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The Joint Parties’ provide two TOU proposals in their
FSOP: a two-period design and an alternative three-period design.
The two-tier design consists of an on-peak rate of 45.7 cents per
kWwh between 2pm and 8pm, and an off-peak rate of 18.8 cents per
kWh for all other hours.?0 The three-tier design consists of
an on-peak rate of 41.2 cents per kWh between 4pm and 10pm,

N
a mid-peak rate of 31.4 cents per kWh between 2pm and 4pm, and an
off-peak rate of 18.2 cents per kWh for all other hours.?®
Blue Planet supports the Joint Parties’ TOU proposals and adds
that the tariff could “automatically adjust up and down as the
cost of other energy resources rises or falls.”s: Blue Planet
supports the Joint Parties’ TOU and teolling mechanism proposals,
because pricing is derived from a “broader palette of energy costs,
resourées, incentives, and opportunities” rather than “tying DERs
pricing to utility-scale renewable generation.”9?

The Consumer Advocate, DBEDT, and REACH support TOU
structures in concept but state that additional time and plaﬁning

is necessary, likely in Phase 2 of this proceeding, to develop an

0g5ee Joint Parties FSOP at 22 and Amended Beach Decl. at 4.
918ee Joint Parties FSOP, Amended Beach Decl. at 5.
?2Blue Planet FSOP at 5.

93Blue Planet FSOP at 12,
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appropriate pricing structure specific to Hawaii’'s needs.?
The Consumer Advocate raises concerns with the Joint Parties’
TOU proposal as it “may exacerbate system cost and
reliability issues.”?s

KIUC states it is considering an interim TOU rate option
to allow more rooftop PV, “to the extent technically feasible and
possible.”®¢ KIUC also states it is considering re-designing some
of the legacy rate structures (from ZXauai Electric) to be
“more responsive to a future regulatory and ratemaking environment
of increased customer-sited generation.”?’

On June 22, 2015, KIUC filed “Transmittal No. 2015-01,"
proposing to establigsh “TOU-R,” a Time-of-Use Solar Rate Pilot

Program.?® In addition, on July 31, 2015, HECO filed “Transmittal

%48ee Consumer Advocate FSOP at 14. See also DBEDT FSOP at 11;
REACH FSOP at 12.

BConsumer Advocate FSQOP at 14.

96KIUC FSOP at 15.
°TKIUC FSOP at 15.

S€Transmittal No. 2015-01, filed on June . 22, 2015,
KIUC requested that the proposed Schedule TOU-R take effect on
July 23, 2015. Thereafter, on June 25, July 7, and August 7, 2015,
KIUC filed certain amendments to Transmittal No. 2015-01,
primarily related to extending the transmittal’s effective date.
On September 21, 2015, the commission issued Decision and Order
No. 33146 approving, with conditions, KIUC's request to establish
a pilot TOU sclar rate.
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