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Issues
Whether the Proposed Transaction is in the public interest

P-

Whether approval of the Proposed Transaction would be in the best interests of
the State's economy and the communities served by the HECO Companies
Whether the Proposed Transaction, if approved, provides significant, quantifiable
benefits to the HECO Companies' ratepayers in both the short and the long term
beyond those proposed by the HECO Companies in recent regulatory filings
Whether the proposed transaction will impact the ability of the HECO
Companies' employees to provide safe, adequate, and reliable service at
reasonable cost.
Whether adequate safeguards exist to prevent cross subsidization of any affiliates
and to ensure the commission's ability to audit the books and records of the
HECO Companies, including affiliate transactions
Whether the proposed financing and corporate restructuring proposed in the
Application is reasonable
Whether adequate safeguards exist to protect the HECO Companies' ratepayers
from any business and financial risks associated with the operations of NextEra
and/or any of its affiliates
Whether the Proposed Transaction, if approved, will enhance or detrimentally
impact the State's clean energy goals
Whether the transfer, if approved, would potentially diminish competition in
Hawaii's various energy markets and, if so, what regulatory safeguards are
required to mitigate such adverse impacts
Whether the Applicants are fit, willing, and able to properly provide safe,
adequate, and reliable electric service at the lowest reasonable cost in both the
short and the long term.
Whether the Proposed Transaction, if approved, will result in more affordable
electric rates for the customers of the HECO Companies
Whether the Proposed Transaction, if approved, will result in an improvement in
service and reliability for the customers of the HECO Companies
Whether the Proposed Transaction, if approved, will improve the HECO
Companies' management and performance
Whether the Proposed Transaction, if approved, will improve the financial
soundness of the HECO Companies
Whether the Proposed Transaction, if approved, would diminish, in any way, the
commission's current regulatory authority over the HECO Companies,
particularly in light of the fact that the ultimate corporate control of the HECO
Companies will reside outside of the State
Whether the financial size of the HECO Companies relative to NextEra's other
affiliates would result in a diminution of regulatory control by the commission
Whether NextEra, FPL, or any other affiliate has been subject to compliance or
enforcement orders issued by any regulatory agency or court
Whether any conditions are necessary to ensure that the Proposed Transaction is
not detrimental to the interests of the HECO Companies' ratepayers or the State
and to avoid any adverse consequences and, if so, what conditions are necessary
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LEGAL CITATIONS
Hawaii Revised Statutes ("HRS") §§ 91-1, 91-9, 91-10, 269-6, 269-7, 269-7.5, 269-12,
269-16, 269-17.5, 269-19(a)
Public Utilities Commission's Inclinations on the Future of Hawaii's Electric Utilities,
Exhibit A to Decision and Order No. 32052, issued on April 28, 2014, in Docket No. 2012-0036
("Inclinations"), page 1.
In the Matter of the Application of The Gas Company, LLC, HGC Holdings, LL, kl
Ventures Limited, and MacQuarie Gas Holdings, LLC For Approval of Transfer of Upstream
Membership Interests and Matters, Decision and Order No. 22449, filed on May 3, 2006, in
Docket No. 2005-0242
Public Utilities Commission's Orders in Docket 2015-0022: (1) Order No. 32695, dated
March 2, 2015, re Initiating Proceedings; Establishing Standards of Review; (2) Order No.
32739, dated April 1, 2015, re Establishing Issues; (3) Order No. 33429, dated January 4, 2016,
re Granting Applicants' Motion to Admit Revised Stipulated Commitments into Evidence.
REFERENCES AND CITATIONS
All citations to information requests refer to Applicant Responses. Abbreviations include
Exhibit (“EXH”), Page(s) (“p.” or “pp.”). Transcript (“Tr.”), Page and line numbers
(“page;line(s)”), HECO and NextEra ("Applicants"), Blue Planet ("BP"), Division of Consumer
Advocacy, Consumer Advocate (CA), County of Hawaii ("COH"), Department of Business,
Economic Development and Tourism ("DBEDT"), Department of Defense ("DOD"), Friends of
Lanai (“FOL”), Florida Power & Light (“FPL"), Hawaii Gas ("HG"), Joint Parties, LOL-KLMAPPA (“JP”), Planning Office ("PO"), SunPower ("SP"), and The Alliance for Solar Choice
("TASC").
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PREFACE
In 2014 the Public Utilities Commission noted the phenomenal changes occurring in the
Electric utility sector in Hawai'i. “As the Commission noted last year, the nature of the electric
utility business is evolving rapidly in light of technical, market, and public policy changes that
have and will continue to occur in Hawai'i.” (Inclinations)' "It would be difficult to understate
the importance of this docket, not only to the ratepayers of the HECO Companies, but to the
State of Hawaii's citizens and its economy." (Public Utilities Commission Order 32695, page 2)

Kat Brady is Life of the Land’s Vice President for Social Justice (JP EXH-31), testified
“Hawaii is the most extraordinary and isolated archipelago on the planet.” (JP EXH-3, p.7)
Consumer Advocate witness Ian Chan Hodges asserted,
“Hawaii is different in large part because of the relationship Hawaii's
people have to water. The thousands of miles of the Pacific Ocean that must be
crossed to reach Hawaii from the U.S. Mainland or Asia mean that the Hawaiian
Islands are the most geographically isolated population center on Earth.
Everything about life in Hawaii is shaped by this fact of geographic isolation in
the middle of the Pacific. The waters of the Pacific also define our relationship
to each other in Hawaii.” (CA EXH~5. 18:1-7)

The merger is occurring in and as part of a massive global energy industry transformation
in which Hawai'i is at the leading edge and Florida is far behind. In this decade Hawai'i has
leapfrogged past everyone else, having by far the greatest number of rooftop solar systems per
capita of any modem grid in the world. The islands also have extremely high levels of
intermittent electrical generation of non-interconnected island grids. It is against this distributed

' Public Utilities Commission's Inclinations on the Future of Hawaii's Electric Utilities, Exhibit
A to Decision and Order No. 32052, issued on April 28, 2014, in Docket No. 2012-0036
("Inclinations"), page I.
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energy revolution that a centrally-oriented vertically-integrated monolithic foreign corporation
has proposed buying the Hawaiian Electric Companies. While giving lip service to distributed
generation, NextEra has asserted that it is not cost effective. Instead NextEra would like to build
centralized fossil fuel and renewable energy systems and import ffacked liquefied natural gas to
our islands.

INTRODUCTION
On January 29, 2015 NextEra Energy (“NextEra”), Hawaiian Electric Industries (“HEI”)
subsidiary Hawaiian Electric Company (“HECO”) and HECO subsidiaries Maui Electric
Company (“MECO”) and Hawai'i Electric Light Company (“HELCO”), (hereinafter
“Applicants”), filed an Application with the Public Utilities Commission (“Commission”) for a
proposed change of control.
On March 2, 2015 the Commission issued Orders No. 32695 and 32739 which
established the parties, issues and schedule. Commission Order No. 32695 described the
companies, the nature of the transaction, and the relevant legal standards. The Commission
decision-making process will be guided by several statutory provisions, including Hawaii
Revised Statutes ("HRS") §§ 269-6, 269-7 and 269-17.5
Three of the intervenors, Life of the Land (“LOL”), Ka Lei Maile Ali'i Hawaiian Civic
Club (“KLMA”) and Puna Pono Alliance (“PPA”), filed separate motions and Information
Requests but joined together in filing testimony (hereinafter, “LOL-KLMA-PPA,” or “Joint
Parties,” or “JP”). Life of the Land (“LOL”) is a community action group that, since 1971. has
intervened in numerous commission proceedings involving both policy and specific projects.
LOL is concerned about cost, reliability, cultural impacts, economic diversification.
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environmental impacts, externalities, geographic concentration, and environmental justice. (JP
EXH-1, 2:1-14) Ka Lei Maile Ali'i Hawaiian Civic Club (KLMA) was formed in 2003 and
advocates for historical accuracy, environmental justice, renewable energy and limiting
greenhouse gas emission (JP EXH-1, 2:17-3:2) Puna Pono Alliance (PPA) supports
environmentally safe, culturally sensitive, economically viable, and sustainable energy
alternatives for Hawaii County. Puna Pono Alliance is the main organization seeking geothennal
safeguards, regulation and oversight. (JP EXH-1, 3:5-11; JP EXH-34 18:11-19:7)

STANDARDS OF REVIEW
Several sections of state law apply to this merger. HRS § 269-7(a) sets forth the
commission's investigatory powers. HRS § 269-19(a) requires the commission to approve
mergers and acquisitions. HRS § 269-17.5(c) requires the commission to approve allowing a
corporation or individual to own more than a quarter of a public utility.
The commission established merger criteria in 2006.
“When reviewing a proposed transfer and related financing requirements under
PfRS § 269-19, the commission has applied the standard of review of HRS §
269-7.5, which states that the applicant must be "fit, willing, and able properly
to perform the service proposed." Thus, when reviewing Applicants' proposed
Transfer of Control and proposed Financing Arrangements under HRS § 26919, the commission must find [] that the transfer is reasonable and in the public
interest (collectively and generically referred to as the "Fitness and Public
Interest" standard)."-

The commission also established the “standards of review” in this proceeding.

^ In the Matter of the Application of The Gas Company, LLC, HGC Holdings, LL, kl Ventures
Limited, and MacOuarie Gas Holdings, LLC For Approval of Transfer of Upstream Membership
Interests and Matters, Decision and Order No. 22449, filed on May 3, 2006, in Docket No. 20050242, pages 21-22
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“There are a number of statutory provisions that guide the commission's review
of this Application. To begin, the commission has extensive general powers with
respect to utilities and their activities pursuant to Hawaii Revised Statutes
("HRS") §§ 269-6 and 269-7. [] The commission has previously addressed the
standard of review under HRS § 269-19 in reviewing KIUC s proposed buyout
of Citizens Kauai Electric Division. In that case, the commission concluded: []
Finally, the commission has authority over the Proposed Transaction pursuant
to HRS § 269-17.5 [] These are the standards that the commission will apply in
its review of the Proposed Transaction.” (Order No. 32695, filed March 2,2015,
in Docket No. 2015-0022, pages 13-18).

The Commission has also provided guidance on this scope of issues in this proceeding
through Order No. 32695, which lists the six overarching issues and the twelve sub-issues that
are to be addressed. These eighteen issues are within the scope of the Commission’s broad
statutory authority to review this transaction. The Order stated on p. 7
In short, the HECO Companies are in the midst of addressing a series of complex and
challenging issues that will determine how they will develop and implement a
sustainable and progressive business model that results in quantifiable benefits for
ratepayers and the State's citizens and economy. While the Proposed Transaction will
be addressed on its specific merits, the commission cannot ignore the current
regulatory landscape in conducting its review. Thus, in this Order, the commission is
establishing procedures to determine not only whether the benefits promised by the
Applicants would be realized if the Application is approved, but whether the
Applicants will adequately address those issues currently before the commission, as
well as the State's renewable energy goals.

Alan M. Oshima is President and Chief Executive Officer of Hawaiian Electric
Company. (Applicants EXH-1 1:10-18). Oshima testified,
"In the summer of 2014, based on the direction and guidance provided by the
Commission in its Inclinations on the Future of Hawaii’s Electric Utilities, our
Companies set in motion a companywide transformation effort that will change
the way we do business and, even more importantly, deliver the value and results
our customers want.” (Applicants’ EXH-1, 7:1-4)
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DBEDT asserted, and the Joint Parties concur, that the correct measure is not whether the
future NextEra acquisition will be better than the current HECO, but whether the future NextEra
acquisition will be better than the future stand-alone HECO. That is, which trajectory is better.
“In various directives issued in the four April 28, 2014 Orders, the HECO
Companies have been required to improve their planning and operational
practices and to develop and implement various plans that, among other
improvements, will accelerate the integration of substantial amounts of
renewable energy onto the State's island grids. In addition, the Inclinations white
paper outlined the vision, strategies, and regulatory policy changes necessary to
align the HECO Companies' business model with customers’ expectations and
State energy policy. These regulatory actions demonstrate that significant
reviews are currently underway regarding the entire framework of the HECO
Companies’ future planning, operations, and business model. Consequently,
these regulatory actions demonstrate that a comparison to the status quo is not
an acceptable baseline forjudging the merits of NextEra's proposals. Rather, the
question of whether NextEra will be fit, willing, and able to perform must be
made by comparing NextEra’s proposals to a no transaction future where the
State's distribution utilities have concrete, actionable plans for achieving the
State's energy goals within specified time frames." (DBEDT EXH-1 20:11-21:2)

BURDEN OF PROOF
It is undisputed that Applicants bear the burden of proof in this case. The Commission
asserted that the proceeding is a contested case proceeding (In its Order No. 32695, filed on
March 2, 2015, p. 24). In contested cases, “the party initiating the proceeding shall have the
burden of proof, including the burden of producing evidence as well as the burden of
persuasion." HRS § 91-10(5).
Thomas Travis is retired as a national security analyst who served as Studies Director for
the Joint Center for Operational Analysis (JCOA), US Joint Staff and US Joint Forces Command
(2005-12), and was the primary author and editor for two foundational studies on the Iraq War
and as editor and contributing author on USG participation in Hurricane Katrina response. He
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also served as study coordinator and editor for over forty classified and unclassified reports for
Department of Defense senior leadership. Before retiring from the military. Captain Travis
served as Commander, Submarine Squadron Deputy Commander for the USS Theodore
Roosevelt (CGN 71) Battle Group, director of the Navy's experimentation program, and
submarine commanding officer aboard USS New York City (SSN 696). (JP EXH-30)
‘‘Because little about NextEra's plans for Hawaii has been revealed through
testimony, NextEra subsidiary FPL must be examined for evidence of company
processes and values. FPL has supported some sustaining innovations, but the
company has used political maneuver, poor responsiveness, and outdated
business model arguments to try to delay or halt development of rooftop solar in
Florida.” (JP EXH-34 15:4-8)
“Furthermore, NextEra has not provided straightforward answers to information
requests.” (JP EXH-34 17:6-7)

Substantial Net Benefits
To date, the commission has declined to rule on Substantial Net Benefits.
“In its position statement, while agreeing that the proper “test" to apply is the
"Fitness and Public Interest" standard, the Consumer Advocate recommends that
the commission require a demonstration of "substantial net benefits" rather than
a "no detriment" policy. The Consumer Advocate contends that "[bjefore
approving the sale or merger of regulated utility operations, and exposing
ratepayers to the risks and costs of changing ownership and operations, it is
imperative that utility customers be assured of substantial and tangible positive
net benefits."^ While the commission understands the underlying rationale for
the Consumer Advocate’s argument in favor of the adoption of a "substantial net
benefits" policy, the commission finds it unnecessary to make a decision
regarding this matter at this time. Since Applicants have agreed to all fourteen
(14) of the Stipulated Regulatory Conditions, adoption and imposition of the
Stipulated Regulatory Conditions will provide the assurances that the Consumer
Advocate is seeking and the commission surmises that the stricter standard
would be met, regardless of our decision on this matter.'*” ^

^ See CA's Statement of position at 15.
"* This position is consistent with the cormnission's stance regarding a similar request under
similar circumstances in a recent proceeding. See Decision and Order No. 21696 at 14.
Decision and Order No. 22449. filed on May 3, 2006. in Docket No. 2005-0242, page 23
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The Joint Parties support the Substantial Net Benefits criteria. Only a “substantial net
benefits” standard captures the enormity of these stakes and provides protections against the
significant negative repercussions of this proposal. If approved, the Proposed Transaction would
entrust an out-of-state corporation with control of the State’s largest publicly traded company
while that company undergoes a fundamental transformation to adopt a new business model and
implement the most stringent RPS possible. (Order No. 32695 at 7)

EVIDENTIARY HEARING
The arrogance of the NextEra proponents came across load and clear. They felt they had
the right to buy HECO and that the Commission should approve it. Moray Dewhurst is Vice
Chairman and Chief Financial Officer of NextEra Energy, Inc. (Tr. 2350:6-7). “I naturally am
extensively involved in all corporate development activities.” (Tr. 2351:12-14) Dewhurst was
part of the senior management team that approved Eric Gleason’s proposal. Gleason is employed
by NextEra Energy, Inc. and serves as the president of NextEra Energy Hawai'i, EEC (NEEH)
and NextEra Energy Transmission, EEC (“NEET”). (Applicants EXH-7 1:9-16)
Dewhurst was the only member of the management team to testify. Dewhurst was the
highest ranked NextEra employee to testify and to be cross-examined. Dewhurst described
Hawaiian Electric Company employees.
“These people want to do the right thing. They are very limited in capacity. This
is a small organization in a huge industry. And it's trying to do a lot of different
things at once. In our company for many years, we've had a catchphrase that’s
driven part of our strategy, which is skills, scale, and scope. This company lacks
scale, and it lacks scope, and it lacks a lot of skills. So, absolutely, I know these
people give it their best. But I have serious concern about how much can be done
how quickly given the nature of the challenge here in Hawaii.” (Tr. 2629:12-25)
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“I honestly believe the HECO companies' culture needs to change. It has many
good aspects, but it is not sufficiently accountable. It's not sufficiently actionoriented. And it's not sufficiently swift. [] So we do need to drive cultural
change.” (Tr. 2630:16-23)
“I can't say I've gotten into it very deeply. And probably the words that I just
said will be potentially a bit of a shock to some people, but they are what I
believe.” (Tr. 2631:4-7)
“I think there is a significant cultural change that needs to occur. And one of the
ways that you induce cultural change is mixing in some people with a different
background, different skill set, not dominating whafs there, but challenging and
showing people a different way of doing things. That’s part of how you change.”
(Tr. 2637:9-15)

Nathan A. Skop was a witness for the Sierra Club. He was a Business Manager for
NextEra Energy from 2000-02 who went on to become a Commissioner for the Florida Public
Service Commission from 2007 to 2011. (SC Rebuttal Testimony, p. 1)
“I think they're very heavy-handed tactics from regulatory practice and tactics
standpoint. And based on my testimony, I don't feel that the culture is the right
fit. I think there’s substantial doubt that exists as to whether NextEra would be
a good fit in achieving the state’s goals and the Commission's inclinations. (Tr.
4228:1-12)

COMMITMENTS
NextEra committed to various conditional and caveated commitments. The three relevant
documents are the Transaction Commitments (Applicant EXH-37), Updated Base Rate
Moratorium Qualifications (Applicant EXH-46) and Revised Transaction Commitments
(Applicant EXH-37A).
Mark Click serve as the Administrator of Hawaii's State Energy Office, a division of the
State of Hawaii Department of Business, Economic Development, and Tourism ("DBEDT")
(DBEDT EXH-1 1:3-8). Click asserted, “Exhibit-37A are an improvement [] However, the
revised commitments [] suffer from the same flaws that plagued the Applicants’ previous
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proposals and fail to address many of DBEDT’s concerns.” (DBEDT EXH-8, 2:3-13) Hill
testified, “[OJverall, those new commitments have not ‘moved the bar’ to any significant extent.’
(CA EXH-28 2:15-19)
Scott Hempling is a consultant to the Planning Office, an adjunct professor at the
Georgetown University Law Center, and served as Executive Director of the National
Regulatory Research Institute (NRRI) from 2006-11. (PO EXH-4 1:8-24) He testified on Jan.
27, 2016: “The revisions do not fix the transaction’s fundamental problems.” (1:20)
The Applicant’s attorneys noted that 110,000 pages have been filed in this proceeding,
and asked how many pages are needed before intervenors will stop stating that NextEra is being
evasive in their answers. Curtis replied, “You can supply 20 trillion pages and still be evasive.
It's not the number; if s the quality.” (Tr. 4650:18-19) “[I]f you're looking for a needle and
somebody supplies you with a haystack, they've supplied a great deal of information but they
found finding the gems much harder.” (Tr. 4651:2-6)

ISSUE 1: APPLICANTS HAVE NOT CLEARLY DEMONSTRATED THAT THE
PROPOSED TRANSACTION IS IN THE PUBLIC INTEREST.
The joint Parties included several articles on Disruptive Technology and Disruptive
Innovation.^ Disruptive innovation, a term of art coined by Clayton Christensen, occurs when a

^ Edison Electric Institute (EEI) Disruptive Challenges (JP EXH-14), Clayton Christensen:
Iimovator's Dilemma (JP EXH-15), Disruptive Innovation by Clayton Christensen (JP EXH-19),
The disruptive potential of solar power by David Frankel (JP EXH-20), Distributed Energy: A
Disruptive Force by Tom Baker et al (JP EXH-21), Meeting the Challenge of Disruptive Change
by Clayton Christensen and Michael Overdorf (JP EXH-22), Energy = innovation: lo disruptive
technologies by Matt Rogers (JP EXH-23), Embracing Disruptive Innovations: Organizational
Challenges by Irving Wladawsky-Berger (JP EXH-24), The Economics of Load Defection by
RMI (JP EXH-25). The Economics of Grid Defection by RM (JP EXH-26)
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product or service takes root at the bottom of a market and then relentlessly moves up market,
displacing established competitors (JP EXH-34 2:5-7) The electric utility is facing a disruptive
innovation in meeting the challenges of distributed energy generation (JP EXH-38 23:3-4) For
example, McKinsey and Company identified technologies that they believe could prove to be
disruptive in the short term. These include electric vehicles, solar, and LED lighting. In the
farther future are grid-scale storage and digital power conversion. (JP EXH-34 3:15-4:2)
Big companies have a poor record of dealing with major, disruptive change (JP EXH-34
9:14) NextEra's merger timeline freezes any serious discussion for two years after acquisition
approval. The timeline itself begs that the merger be disapproved. (JP EXH-34 14:7-9)
Additionally, NextEra has approached the merger by offering little insight as to what changes the
company envisions. (JP EXH-34 14:11-12) Neither FPL or other NextEra subsidiaries have
shown the ability to incorporate disruptive organizations (JP EXH-34 15:15-16)
NextEra has been unwilling to state what it will do to and with the HECO Companies
until after it has acquired the companies. "Unless and until the proposed change of control is
approved and consummated, NextEra Energy will be unable to identify the specific plans and
projects that NextEra Energy could and would implement." (FOL-IR-16) It can't be in the public
interest to transfer the HECO companies to a non-responsive corporate entity from offshore and
then determine years later whether it made sense.
Dean Nishina is the Public Utilities and Transportation Officer for the Consumer
Advocate. (CA EXH-1, 1:4-6).
“The Applicants have not met their burden of proof and have not justified that
the proposed transaction is in the public interest.” (CA EXH-1 3:11-12)
“In general, the Applicants provided very high level assertions or information
and did not provide sufficient evidence to support the conclusion that the
proposed transaction is in the public interest. Applicants, instead of utilizing this
Joint Parties Opening Brief. Docket 2015-0022. Proposed HECO-NextEra Merger. Page 13

proceeding as an opportunity to establish a good first impression, fell short and
appear to rely on a "trust us - the benefits will be there" approach. As a result,
the Applicants have not clearly identified and quantified the benefits of the
merger nor have they articulated how the customers will receive these benefits.”
(CAEXH-1 5:11-18)

Florida Power and Light (FPL) is very different from HECO, MECO or HELCO. While
MECO and HELCO run on diesel, oil, and renewables, FPL runs on natural gas (68.2%) and
nuclear (23.1%). Renewables accounted for just 0.4% in 2014 and is forecasted to be 1% in
2024. (JP EXH-1 8:5-7)
The HECO Companies purchase a significant portion of their electricity from
Independent Power Producers (IPPs). By contrast FPL only gets 7% of its firm energy from
others and most of that is from other utilities. (JP EXH-1 8:9-11) FPL does purchase non-firm
power Ifom renewable energy facilities, but NextEra sells those same entities over 300 times as
much energy as it buys from them. This is not remotely similar to the way the utilities currently
operate in Hawai'i. (JP EXH-1 9:2-4)
NextEra Energy Resources (NEER), FPL's non-regulated sister company, does have
some solar which "represents approximately 4 percent of NextEra Energy Resources' total
generation." Even counting FPL's solar, the total amount is small and most of NextEra Energy's
total solar portfolio is concentrated in southern California. (JP EXH-1 10:2-5)
The Edison Electric Institute released "Disruptive Challenges: Financial Implications and
Strategic Responses to a Changing Retail Electric Business." (JP EXB 14) In regions with high
rooftop solar penetration the load curve for traditional grid-based baseload electricity is
changing. The new curve has been labeled a "Duck Curve," a visual way to portray the reality by
which demand for firm utility power rises in the morning, falls during the sunny mid-day, rises to
the evening peak, and then falls to the night-time low. This dynamically changing load curve is
Joint Parties Opening Brief. Docket 2015-0022. Proposed HECO-NextEra Merger. Page 14

affecting interconnection requirements, business models and regulatory models. (JP EXH-1
12:19-20)
A comment by Jeff Watanabe, Chairman of Hawaiian Electric Industries (HEI), at the
June 10 Special Meeting is instructive: "Hawai'i is at the forefront of dealing with issues that
relate to renewables, whether it be rooftop solar, whether it be the ability to absorb uncontrolled
energy input into the grid. ...1 think they believe that we are a postcard from the future. That if
they can learn how to deal with advance renewables in a place like Hawai'i, that they can apply
that to other areas." (JP EXH-1 16:14-19)
Colton Ching is the HECO Vice President for Energy Delivery (Applicants EXH-25 p. 1;
EXH-26). Ching testified that as national leaders, HECO makes presentations at national
conferences. He asserted that NextEra, like others, wanted to understand what HECO is
experiencing. “They are curious. They want to understand what we have been able to do in
Hawaii.” (Tr. 1339:23-25) “They can gain a lot of knowledge based upon our experiences in the
direct issue of the integration of renewables.” (Tr. 1340:7-9)
If NextEra's plan - and they are mule on this subject - is to take lessons learned in Hawai'i
and export them elsewhere, they will be hampered because they have historically operated as a
vertically integrated monolithic utility with a very small number of interconnections and very
low intermittent penetration rate. (JP EX 1 17:1-4)
NextEra is not taking steps to learn about the issue. NextEra is not a party in any of the
California, New York and Hawai’i intermittent interconnection proceedings and has not been
involved in interconnection issues in Hawai'i, and they have refused to publicly reveal any
internal analyses conducted, if any. (JP EX 1 17:5-9) What is more ominous for utility
customers, is that NextEra does not appear interested in understanding the complex
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interconnection issues and issues related to the Duck Curve until after the merger is completed.
By that time, it will be too late to do anything should NextEra fail to grasp the issues and to
come up with reasonable solutions. One might argue that the HECO Companies will carry out
whatever needs to be done, but they will be controlled by NextEra. NextEra has not and will not
define future HECO positions or their responsibilities until after the merger is complete. (JP EX
1 17:1M7)
Kristin Mayes was a witness for the County of Hawaii. She served on the Arizona
Corporation Commission from 2003 to 2010. Mayes is currently the Director of the Utility of the
Future Center at Arizona State University. (COHEXH-1 1:31-33; EXH-4 1:3-21)
“I think one of our greatest concerns is that NextEra so far has not really responded to this
Commission's inclination in any sort of specific fashion in this docket." (Tr. 3739:3-6)
Thomas Starrs is SunPower Corporation Vice President for Market Strategy and
Policy. (SP EXH-1 1:9-13) Starrs testified that “FPL is not particularly amenable to DER.” (Tr.
3640:21-3641:5) Starrs is “skeptical based on their track record." (Tr. 3644:21) Mayes testified,
“But what I see from FP&L that scares me and that would scare me if I were a commissioner in a
state hke this is its unrelenting, repeated open hostility to customer-sited energy and technologies
on the grid edge and its failure to respond specifically to the inclinations of the Commission.”
(Tr. 3762:20-25)
James Van Nostrand was a witness for The Alliance for Solar Choice (TASC). His father,
Maurice Van Nostrand, served as Chairman of the Iowa Commerce Commission from 19711979. Professor Van Nostrand is the Director of the Center for Energy and Sustainable
Development at West Virginia University College of Law and prior to that served as the
Executive Director of the Pace Energy and Climate Center at Pace Law School. (TASC EXH-1
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1:9-13) Nostrand noted that FPL is locked into the last century. “That's the 20th century, frankly,
that looks at utility-scale central generation rather than a customer-centric distributed generation
model.” (Tr. 4174:10-13)
William J. Rolston is a Mechanical Engineering who serves as the Energy Coordinator
for the County of Hawai'i in the Department of Research and Development (2009-). (COH
EXH-1 1:3-20) Rolston noted the difference between continental and island grids. “1 think
Hawaii renewables may be different from Florida renewables, just from a[n] isolated island grid
perspective, different technologies.” (Tr. 3705:17-20) “[TJhere's a big difference between island
grids and interconnected grids, interstate and intrastate. So what grid you're talking about makes
a difference in cutting-edge technologies.” (Tr. 3691:3-7) Rolston added that transferring control
of HECO to a large outside entity would affect the nature of utility resistance to DG. (Tr.
3697:16-21)
According to Gleason, “utility-scale solar power provides two to four times the amount of
renewable generation for the same investment.” (Tr. 462:23-463:17) Dewhurst notes that
Distributed Resources will be part of the solution only due to land constraints preventing a
purely central station solution. (Tr. 2475:14-23)

ISSUE lA: PROPOSED TRANSACTION IS NOT IN THE BEST INTERESTS OF THE
STATE’S ECONOMY AND COMMUNITIES SERVED BY HECO COMPANIES.
In order for the proposed transaction to be in the best interests of the State it must
advance desired state policies. But what NextEra would or intends to do is speculative at best.
NextEra is unwilling to reveal even the simplest of its plans, and most issues affecting Hawai'i
and the public interest are being withheld from review or discussion.
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The Commission’s Inclinations stressed “Developing a State-of-the-Art Distribution
System to Enable Clean Energy.” Within this concept there were four sub-categories which were
elaborated on: (1) Adopt Advanced Distribution System Technologies and Planning to CostEffectively Integrate Renewables and Improve Customer Service, (2) Develop CustomerFocused Advanced Metering Infrastructure Program, (3) Harness Distributed Energy Resources
(DER) to Benefit System and Customers, and (4) Develop and Maintain Cyber-Security
Requirements for New Distribution System Technologies (Inclinations, pp. 13-16)
Commissioner Akiba asked Dewhurst a series of questions on distributed energy
resources. “I cannot find any commitments in there that specifically address the significance or
the importance or how NextEra even thinks about or views distributed energy resources.”
Dewhurst replied, “I think that's probably a fair characterization. I would say that that
was not one that really came up a great deal. [] So that may have been more oversight than
anything else.” (2635:4-13) grid and baseload gen first (Tr. 2635:20-25)
Mayes testified, “I cannot understand why this company, given everything that this
Commission wrote in its initial order in this case, given the inclinations, given everything that's
going on in Hawaii right now, didn't come in here with a stronger case, with a stronger argument
for its vision for the utility of the future.” (Tr. 3761:4-9)
NextEra proposes, but does not want to be held to, lowering rates. Most of the savings
promoted by NextEra are simply a reiteration of HECO's plans. NextEra is not guaranteeing
lower rates (CA-IR-i65(a)), nor does NextEra believe rates should be frozen (CA-IR-i65(e)).
NextEra's Clean Energy goals are elusive.
"Since NextEra Energy has not reviewed the Hawaiian Electric Companies' construction
plans, NextEra Energy has not identified projects that it intends to modify, not pursue or not
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complete. Specific plans to modify, not pursue or not complete will not become available until
after the Proposed Change of Control is approved and consummated." (DOD-IR-33)
NextEra asserts that no analysis has been performed. (CA-IR-140(b), (c), and (g))
NextEra inexplicably insists that questions relating to "renewable and other energy projects in
Hawai’i," (TASC-IR-10) "increasing renewable energy,"(UL-lR-42) "modernizing its grid,"
(ibid) and "Hawaiian Electric Industries ...due diligence inquiries" (CA-IR-208) are beyond the
scope of the docket. NextEra wants to improve reliability but can't provide solutions until after
the issue is studied, which will be post-merger. (PUC-IR-88)
NextEra appears unwilling to acknowledge the environmental and social costs of LNG,
either here in Hawaii or at its production source, has minimized its own position on inter-island
cables (JP EXH-1 21:4-13), has overlooked any environmental or cultural impacts associated
with the cable and dodged issues on geothermal. (JP EXH-l 21:14-15; KLMA-IR-12). NextEra
has refused to state its position on public interest issues including the interisland cable (Tr.
2520:11-23). The future of Hawai'i should rest on more than a "let's take a chance" with a
secretive, wealthy out-of-town developer. (JP EXH-1 22:5-6)
DBEDT was troubled by the Applicants' view that reaching a 70% RPS by 2040 and a
100% RPS by 2045 ‘may prove to be very aggressive.’” (DBEDT EXH-1 26:4-6.

ISSUE IB: THE PROPOSED TRANSACTION, IF APPROVED, DOES NOT PROVIDE
SIGNIFICANT, QUANTIFIABLE BENEFITS TO THE HECO COMPANIES*
RATEPAYERS IN BOTH THE SHORT AND THE LONG TERM BEYOND THOSE
PROPOSED BY THE HECO COMPANIES IN RECENT REGULATORY FILINGS.
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NextEra is unwilling to even contemplate discussing how it might change the PSIPs.
"NextEra Energy does not currently have plans that are different from those of the Hawaiian
Electric Companies." (AES-IR-10(b)) Therefore the Applicants have failed to even address,
much less carry their burden of proof that the proposed merger would be in the public interest.
Applicants' proposed moratorium has the potential of benefiting the Applicants, not
customers, because any savings resulting from merger synergies could not be passed on to
consumers in the absence of a rate case. An immediate rate increase could occur at the end of the
four-year moratorium. (CA EXH-1 12:5-15) The proposed rate reductions are subject to
numerous exceptions and conditions. (CA EXH-1 12:16-18)
Karl Rabago is an independent energy consultant who testified on behalf of DBEDT. He
served as a Commissioner on the Public Utility Commission of Texas (PUCT) from 1992 to
1995 and is currently the Executive Director of the Pace Energy and Climate Center at Pace
University School of Law. (DBEDT EXH-3 1:3-l 1). NextEra has not demonstrated any ability to
transfer continental procurement, planning, and other functions to an island environment. There
are inherent challenges and logistical costs of working in the island environment which NextEra
has not investigated. Nor has NextEra sat down with HECO to explore where actual benefits
could arise and to develop plans to harvest those benefits. (DBEDT EXH-3 19:12-20:6)
Applicants have not proffered a capital expenditures plan on which any savings could be based.
Rather, the Applicants focus on hypothetical, ill-defined projects.'’ (DBEDT EXH-3 19:1-9)
Dewhurst reinforced this weakness in his testimony.
“I feel very confident that we can do a great job on that over time. But at the
same time, it is certainly true that Hawaii suffers from some structural
disadvantages that tend to drive costs and hence rates higher than many places
on the mainland. So I don't know what that comparison will be.” (Tr. 2393:1015) “So the very fact that it's a series of islands, you know, a couple of thousand
miles from the mainland, the nature of the terrain, the topography, conditions
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related to things like the Jones Act, those things, unless they change, are always
going to have some negative impact on the comparison of the cost structure with
other parts of the country.” (Tr, 2393:23-2394:5)

NextEra believes in the old capital expenditure model. But the upfront investment costs
for the shift to solar power have and can continue to be shifted from investors to residential and
business owners, providing additional sources of transition funding. (JP EXH-34 7:16-18) Costs
of manufacturing solar components (minus storage) typically drop about 20% every time total
production doubles. Some estimates show current solar use is about 0.5%. If it is assumed that
solar use will level out at about 65%, then production will double about seven times (JP EXH-34
8:1-4)

ISSUE 1C: THE PROPOSED TRANSACTION WILL IMPACT THE ABILITY OF THE
HECO COMPANIES* EMPLOYEES TO PROVIDE SAFE. ADEQUATE, AND
RELIABLE SERVICE AT REASONABLE COST.
NextEra is speculating that if they are allowed to acquire the HECO Companies they will
Improve reliability. Bryan Olnick is FPL’s vice president of distribution operations. Prior to that
he headed FPL’s Smart Meter and Smart Grid efforts. Olnick does not know what needs to
change. “Once these enhancement opportunities are identified, we will work together to
determine and prioritize solutions, prepare an implementation plan and then implement those
solutions so that we can cost-effectively maximize the service and reliability provided to the
Hawaiian Electric Companies' customers. (Applicants Exhibit-69, pp. 14-15) Meanwhile the
HECO Companies assert that they are in the process of improving reliability through various
pilot projects on Maui and elsewhere. There is no factual evidence to support the claims that
NextEra will in fact improve reliability, that it will be more effective than HECO's plans, or that
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it will be cost-effective. (JP EXH-37, 10:13-11:3) Olnick testified that the cost of reliability
upgrades is unknown (Tr. 1104:19-25)
NextEra has maintained that things are so much cheaper in Florida and surely they can
use some of their local expertise to lower prices here. Such talk, of course, is cheap: on June 2,
2015 the PUC issued a ruling regarding seven proposed solar facilities including NextEra's
proposed Ka La Nui Solar facility in Waianae, in which it pointed out that NextEra's solar
facility proposal had "the highest price of all the Waived Projects with risk-adjusted pricing." (JP
EXH-1 27:8-13 citing Order No. 32871, Docket No. 2014-0308)
It is not in the public's interest in Hawai’i to be taken over by a company that believes
that replacing one fossil fuel (oil) with another fossil fuel (Natural gas) is in the public interest.
The Joint Parties has grave concerns about switching from one type of fossil fuel (oil) to another
type of fossil fuel (gas). The Joint Parties assert that the environmental and cultural issues on
Liquefied Natural Gas (LNG) need to be carefully explored. (JP EXH-3)
The CA noted that FPL has a low level of penetration of rooftop solar (CA EXH-1 21:312). While NextEra does have large-scale wind and some solar across North America, “neither
NEE nor FPL has been responsible for balancins 2eneration and load in an isolated grid with no
interconnections to other grids and an increasing amount of intermittent renewable generation,
from both controlled (utility scale) and uncontrolled (rooftop solar) sources. Applicants have not
shown that NEE's expertise will benefit system reliability as the HECO Companies incorporate
greater amounts of distributed generation and variable utility-scale renewable energy into their
systems.’' (CA EXH-1 21:12-20)
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ISSUE IE: ADEQUATE SAFEGUARDS DO NOT EXIST TO PREVENT CROSS
SUBSIDIZATION OF ANY AFFILIATES AND TO ENSURE THE COMMISSION'S
ABILITY TO AUDIT THE BOOKS AND RECORDS OF THE HECO COMPANIES.
INCLUDING AFFILIATE TRANSACTIONS.
The Joint Parties believes that unbundling rates is key to being able to determine whether
there are cross-subsidies and whether third parties can supply better quality solutions at a lower
price. The Joint Parties concur with the position taken by the Commission; ”[T]he Commission
will be pursuing opportunities to 'unbundle' the provision of essential grid services to allow
independent producers to offer these services through non-traditional technologies, such as
demand response and energy storage systems, or non-utility owned generation, when more cost
effective." (JP EXH-28:5-21 citing Inclinations, p. 8) "The cost of utility generation, including
provision of individual ancillary services, has not been unbundled to provide appropriate price
signals. The lack of transparent ancillary service price signals in Hawaii hampers development of
non-fossil generation resources to provide ancillary services such as energy storage or demand
response." (JP EXH-29:2-6, citing Inclinations, p. 24) NextEra has not committed to unbundling
rates. (LOL-IR-232)

ISSUE ID: THE PROPOSED FINANCING AND CORPORATE RESTRUCTURING
PROPOSED IS NOT THE APPLICATION IS REASONABLE
ISSUE IF: ADEQUATE SAFEGUARDS DO NOT EXIST TO PROTECT THE HECO
COMPANIES' RATEPAYERS FROM ANY BUSINESS AND FINANCIAL RISKS
ASSOCIATED WITH THE OPERATIONS OF NEXTERA AND/OR ANY OF ITS
AFFILIATES.
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The Joint Parties adopt the positions of the Consumer Advocate (CA EXH-1 30-31), the
Department of Defense (DOD EXH-1 pp. 34-80), and the Planning Office (PO EXH-4 pp. 8694). NextEra has 900 subsidiaries including U.S. Gas which owns interests in oil and gas wells
(Tr. 2563:19-23). It is crucial that “regulators evaluate the risks associated with subsidies or
inappropriate transactions between affiliates.” (CA EXH-1 31:20-21)
Stephen Hill is a self-employed as a financial consultant, and principal of Hill Associates,
a consulting firm specializing in financial and economic issues in regulated industries. (CA
EXH-7 1:4-6) “Ring fencing is a term given to a set of techniques or guidelines that, when
employed together, will isolate the credit risks of a subsidiary Ifom the credit risks of the parent
company or other affiliates of the parent company.” (CA EXH-7 76:8-10)
Dr. Susan Tierney was a witness for Hawai'i Gas. She served as a Commissioner on the
Massachusetts Department of Public Utilities (1988-1991) and served as the Assistant Secretary
for Policy, U.S. Department of Energy (1993-95). (HG EXH-7 1:10-22) Tierney asserted,
“Ring-fencing mechanisms are structures that are put in places within a family of corporations to
separate the risks of one or more entities from affecting adversely or positively the risks in
another affiliate.” (Tr. 4014:21 -25, See Tr. pp. 4014-44).
Ralph Smith is a certified public accountant and a senior regulatory utility
consultant with the firm Larkin & Associates, PLLC, certified public accountants and regulatory
consultants under contract with the Department of Defense (DoD) Navy Utility Rate and Studies
Office. (DOD EXH-1 1:4-23) “NextEra has asserted that a full range of ring-fencing's
protections are not needed here. This is like saying 'Healthy people need not buy health
insurance.’” (DOD EXH-1 73:22-24) “Ring-fencing does not purport to remove, and does not
remove, five risks NextEra brings to the HECO Companies” (DOD EXH-1 73:8-15) “The
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strongest means of insulation are through either regulatory or legal barriers, which prevent
excessive dividend upstreaming, intercompany loans, or any 'non-arm length' transactions.”
(DOD EXH-1 70:21-71:2) In order to be effective, all of these ring-fencing provisions must be
implemented as preventive medicine prior to the occurrence of financial distress. (DOD EXH-1
71:9-11)
Ring fencing is crucial due to the unknown and changing nature of NextEra. Mays
testified, “I do think that the now-infamous snack e-mail suggests that NextEra has a pretty
healthy appetite for additional acquisitions going forward. And so this Commission doesn't
know what they’re going to bite off next.” (Tr. 3757:6-10)

ISSUE IG: THE PROPOSED TRANSACTION WILL DETRIMENTALLY IMPACT
THE STATE'S CLEAN ENERGY GOALS.
In reality, the only stated existing clean energy goals are what HECO has already set as a
target. NextEra claims they can achieve them quicker, but offers no details, and consistently
refuses to discuss their plans. This is unacceptable and translates into a realization that the
merger will not enhance the state's energy goals - and may detrimentally impact them. Just as the
Applicants have failed to establish why the proposed merger is in the public interest, and have
refused to divulge any plans on how they would either implement or modify the HECO
Companies' PSIPs, they have given no indication how they plan to speed up Hawai'i's clean
energy transformation. NextEra or an unregulated subsidiary may capitalize on Smart Grid
patents by providing third parties an incubator environment to test smart grid equipment under
real world conditions, but NextEra's lack of understanding of the Duck Curve places the
transformation at risk.
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The Joint Parties are extremely troubled by NextEra's answers to a series of questions
posed by the Consumer Advocate, DBEDT and others. It would be difficult for the Commission
to find the proposed transaction is in the public interest. (CA EXH-1 40:15-20) NextEra and FPL
failed to clearly articulate a vision supported by credible analysis and documentation (CA EXH1 38:16-17), and failed to demonstrate how they could assist HECO higher levels of intermittent
renewable energy in Hawaii (CA EXH-1 40:5-14) NextEra has a strong balance sheet but “it is
not clear, however, how readily that capital access will be made available. (CA EXH-1 39:3-7)
FPL has limited experience with rooftop penetration (CA EXH-1 40:1-5)
Ronald Binz was a witness for Blue Planet Foundation. He headed the Colorado Public
Utility Commission (2007-11) AND was nominated by President Obama to serve as a
Commissioner on the Federal Energy Regulatory Commission. (BP EXH-3, p. 1) Binz FPL is
openly hostile to DG (4096:5-11)
James Van Nostrand noted that NextEra and FPL have experience with utility-scale
systems (4176:1-3). They have no track record for distributed renewables (4176:1-3; 4180:1013) or other DER such as DR and EE (4176:23-25) (4179:11-16) FPL likes to rate base capital
expenditures. (4181:6-12). FPL is openly hostile to DG 4182:11-4183:1). While FPL asserts that
solar does not play well because rates are low, there are other states with lower rates and higher
DG solar penetration. (4176:23-25)
The Application lacks detail to demonstrate whether and how the Applicants will develop
a diversified energy portfolio that maximizes renewable generation. (DBEDT EXH-1 50:7-8) In
alignment with HECO’s PSIPs and DGIP filings, but “those filings are not consistent with the
State's energy objective.” (DBEDT EXH-1 50:17-23) Enhanced financial position will permit the
HECO Companies to pursue their plans at a faster pace and on a more cost-effective basis. But
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the existing plans are the wrong approach. (DBEDT EXH-1 55:3-18) NextEra's ability to execute
the plans in the PSIPs is not consistent with the public interest. (DBEDT EXH-1 51:18-20)
“NextEra brings size and economies of scale in operations, acquisition, and financing to mitigate
risks and challenges associated with the clean energy transition to an extent.” But there are also
unstated risks. (DBEDT EXH-3 21:22-22:11) NextEra is not aligned with “Commission's vision
of a competitive, distributed energy services utility for Hawaii” and would therefore face a
“steeper and longer learning curve for NextEra due to its lack of experience and expertise in
utility transformation, slowing and burdening the changes that the Hawaii companies are already
committed to undertaking.” (DBEDT EXH-3:22:12-22) Neither NER nor FPL brings any
additional skills or experience to benefit HECO Companies in meeting numerous objects
including the objective of modernizing the grid (DBEDT EXH-3 pp. 24-26) In spite of NextEra's
prodigious size and balance sheet, it brings to the Proposed Transaction very little directly
applicable experience or expertise in tackling some of the most significant electric utility and
electric service issues facing the HECO Companies, Hawaii ratepayers, and the State of Hawaii.
Based on the lack of affinnative evidence to the contrary, I therefore cannot conclude that the
Proposed Transaction will enhance the State's clean energy goals. (DBEDT EXH-3 27:1 -11)

ISSUE IH: THE TRANSFER, IF APPROVED, WOULD POTENTIALLY DIMINISH
COMPETITION IN HAWAIUS VARIOUS ENERGY MARKETS
The Joint Parties firmly believe that competition is healthy and that it would be harmful if
a monolithic organization were to comer the market regardless of how that control occurred. (JP
EXH. 37, 12:10-12) “Reed asserts that if NextEra undercuts competitors and corners the entire
market, the marketplace will still be competitive.” (JP EXH. 37, 12:4-5) “The Application is a bit
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at odds with itself with regard to competition in Hawaii's various energy markets that would flow
from the Proposed Transaction. The Applicants' assertions regarding benefits point to putative
efficiency and savings benefits that would accrue from having NextEra-scale companies
procuring goods, materials, and services; and developing utility-scale generation and other
energy infrastructure. This implies a diminished opportunity for competitive service providers in
Hawaii post-close.” (DBEDT EXH-3 27:15-28:4) This concern was also raised by the Consumer
Advocate (CA EXH-1 43:18-21; 44:1-45:6) Tierney asserted that the difficulty in getting
information on this issue raised a red flag. (4047:4-14) Hempling is concerned with the
acquisition of one vertically integrated monopoly by another vertically integrated monopoly “at a
time when technology, policy, environmental concerns, and customer preference are leading us
toward the potential for diversification and democratization of power supply and delivery.” (Tr.
3582:7-18)

ISSUE 2: THE APPLICANTS ARE NOT FIT. WILLING AND ABLE TO PROPERLY
PROVIDE SAFE. ADEQUATE. RELIABLE SERVICE AT THE LOWEST
REASONABLE COST IN BOTH THE SHORT AND LONG TERM
Rabago noted that “NextEra has acquired smart energy capital [] But I don't know how
that helps the Hawaiian Electric Companies on their path to the clean energy transformation.”
(Tr. 3837:18-24)
Henry Curtis is Executive Director and Vice President of Life of the Land, Treasurer of
Ka Lei Maile Ali'i Hawaiian Civic Club and Vice President for Governmental Affairs at Puna
Pono Alliance. (JP EXH-1 1:4-l 1; EXH-29). The Commission regulates public utilities and gets
detailed financial information from them. Traditionally the Commission does not examine the
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books of independent power producers (IPPs), being more concerned about whether the project
makes sense and is priced reasonably, rather than what profit is being made by the IPP. One
exception was made for the establishment of Feed-In Tariffs where detailed cost analysis was
conducted. If NextEra acquires the HECO Companies, it has asserted that it has access to
cheaper capital which will save money and that ratepayers will gain certain specific financial
benefits. NextEra has also asserted that its plans for the future have not been developed, and that
as the PSIPs are not part of this proceeding, any future plan is off limits for the purposes of
discussion of merger proceedings. Thus the near-term revenues and costs are unknown.
Furthermore, NextEra does not want a rate case for four years, at which point a rate case would
be proactive and not alter past actions. With such reasoning it is impossible to determine if
electrical service is being provided at the "lowest reasonable cost" in the short-term or whether
NextEra would be pocketing a windfall. (JP EXH-1 36:2-16)
By allowing acquisition decisions to be based on who is willing and able to pay a
premium to stockholders to acquire the HECO Companies rather than on who is willing and able
to offer the most to customers, the Commission would be rewarding acquirers based on ability to
pay rather than on ability to perform. Allowing such results denies utility customers what they
pay for: service at a quality and cost that replicates competitive market outcomes. (JP EXH-1
36:18-23)

ISSUE 2A: THE PROPOSED TRANSACTION WILL NOT RESULT IN MORE
AFFORDABLE ELECTRIC RATES FOR THE CUSTOMERS OF THE HECO
COMPANIES
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NextEra has not established that it will offer more affordable electric rates. NextEra’s
proposition is that ratepayer bills will go down, eventually, but that is entirely based on already
announced utility plans. "The estimated reduction in residential customer bills as shown in the
chart above is based on the assumptions set forth in the PSIPs, including a combination of
projected changes in rate design, cost structure, and customer usage. Note that forecasts of
residential customer bills will be revised as plans and assumptions change over time." (JP EXH-1
37:6-12) (UL-lR-10)
NextEra is not guaranteeing that rates will be decreased (CA-lR-165(a), and opposes a
rate freeze (CA-IR-165(e)). No post-merger rate analysis has been done, (CA-lR-i65(d)) and
NextEra appears unwilling to provide any analysis pre-merger. (JP EXH-1 37:14-16)
“I believe that the Consumer Advocate's consultants have demonstrated and
articulated how the Applicants have provided insufficient detail and support for
their claims that the proposed transaction will result in more affordable rates.
For instance, as discussed by Mr. Hill, insufficient evidence precludes a
determination that the HECO Companies' financial soundness will be improved.
Similarly, the discussions by Mr. Brosch, Mr. Comings, and Mr. Hill regarding
the potential impact of the proposed transaction on the HECO Companies' and
the underlying cost of service elements do not allow a finding that the proposed
transaction will result in more affordable rates without certain regulatory
conditions.” (CA EXH-1 52:3-12)

Rabago opined on the need for communication:
“No. Em sorry. Maybe Em not making myself clear. Eve seen lots of big
companies that don't communicate well across divisions. What 1 was looking
for in this application, in assessing, trying to find out how this thing is a good
thing, was evidence that NextEra, the parent, was going to put those capabilities
to work to advance the goals that Hawai'i has for its utilities. That's what I didn't
find. I find lots of 'we've done this, and we're big,* and 1 get it. 1 mean, those
are - - you know, you spend time telling me how did you do it? What did you
learn from it? How can we use that? Where do you see opportunities to apply
that experience in a way that could be helpful based on your assessment what
Hawaii is facing? We've never done this, but we’re willing to explore together
and we have these other capabilities. All those kinds of things, 1 would have
found persuasive in establishing that this application is in the public interest. Em
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not willing to make the leap based upon the fact of the experience and the fact
of the size that that automatically is going to translate into the benefits that I
believe the Commission is looking for or should be looking for.” (Tr. 3838:93839:7)
“I will tell you from personal experience that low rates is not at all what is
ultimately most important for customers. Bills are. When I ran Distributed
Energy Services for Austin Energy, our rates were middle of the pack. But the
average residential bill there was about 20 percent lower than the average bill in
the rest of Texas because we had concerted efforts to deliver distributed energy
services, energy efficiency, demand response programs, rooftop solar - encouraging rooftop solar, things like that. So an excessive focus on rates is
counterproductive in a transformational world in which we are empowering
customers to take more control, exercise more options regarding their energy
use and management.” (Tr. 3849:14-3850:4)

ISSUE 2B: THE PROPOSED TRANSACCTION WILL NOT RESULT IN AN
IMPROVEMENT IN SERVICE AND RELIABILITY FOR THE CUSTOMERS OF THE
HECO COMPANIES.
Thomas Travis testified, “NextEra does not appear ready to work with the legislature, the
regulators, and the public to coordinate change in the utility business model—taking advantage
of the opportunities of distributed generation.” (JP EXH-34 1:14-16) “With a combination of
micro-grids, small and large power producers, local and grid wide storage initiative, all with
various ownership schemes, the local control needed is the ability of the utility to work with
citizens, regulators, businesses, and legislators to "Imagineer" different ways of doing business.”
(JP EXH-38 27:3-6) “NextEra has a reputation for being very proactive with politicians and
regulators in Florida. But it is not clear whether the purpose of this relationship is to benefit the
public or the corporate good” (JP EXH-34 16:1-3)
The Commission’s Inclinations (pp. 12-13) refers to micro grids as Integrated Energy
Districts. Olnick asserted that he was not familiar with Hawai'i micro grids. (Tr. 1218:21 -24)
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NextEra states that it wants to improve reliability but lacks an understanding on how to
achieve it. NextEra has not conducted any independent analysis of the HECO Companies
electrical systems (FOL-IR-21(a)), and asserts it can't get the answers it needs until after the
merger is completed (PUC-IR-88). NextEra asserts that HECO offers reliable service but
NextEra will offer more reliable service, (FOL-IR-33) but no specifics are offered. NextEra
asserted that its smart meter experience can benefit HECO. But NextEra’s Smart Meters can’t
handle time-of-use. NextEra has never completed a cost benefit analysis of their Smart Meter
program. (JPEXH-1 38:1-4)
“Essentially, the position of the Applicants is that reliability will be improved simply
because NextEra will acquire the HECO Companies. All studies or plans to support that
assertion will not be conducted or produced until after the Proposed Transaction is approved.”
(DBEDT EXH-3 30:8-11) “The Applicants' position on reliability benefits is consistent with the
general pattern regarding numerous "commitments." That is, the Applicants make promises
about future benefits but provide no plans for actually providing those benefits.” (DBEDT EXH3 30:17-19)
“I've taken the opportunity to visit all four of the islands.” (Tr. 1053:2-3) “Some of the
islands are different.” (Tr. 1053:7-15) “We haven't completed any distribution system planning
for the HECO utilities. [] I've met the manager of their distribution system and planning
organization, so I know it exists. And I know that they do distributed system planning.” (Tr.
1094:13-20) “Q. I want to start first with your four visits to Hawaii. Can you tell me what
substations you visited? A. 1 cannot. [] I can share with you some of them were big; some of
them were small. Some of them were located on the outskirts; some of them were located right
downtown." (Tr. 1146:4-10) “What transmission lines did you visit? A. Here on this island. 1
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actually flew over, I think, just about all of the transmission lines on this island. [] On the other
islands [] I drove around those islands with some of the management team and some of the
linemen. And we visited, again, many of the substations, drove by many of the lines.” (Tr.
1146:12-24) “What generation stations did you visit? A. I didn’t take a detailed tour, but I flew
over, you know, all the generation facilities on this island.” (Tr. 1147:8-9)

ISSUE 2C: THE PROPOSED TRANSACTION WILL NOT IMPROVE THE HECO
COMPANIES’ MANAGEMENT AND PERFORMANCE
The Applicants have not established that they are fit, willing, and able to guarantee
reasonable management performance. The Applicants have provided no details regarding the
management structure of the post-merger utility, aside from jettisoning an independent board of
directors. In all likelihood NextEra will lay off a 1,000 people and transfer some functions to
Florida. From a management efficiency point of view, performance may increase as the result of
the merger, but from an economic perspective there will be less jobs in and income taxes paid to
Hawai'i.
The Joint Parties support the concerns raised by the Consumer Advocate. The issue of fit,
willing and able must apply to current and future timeframes. “Otherwise, simply looking at
whether the Applicants are fit, willing, and able to operate a traditional, vertically integrated
utility company would be an easier, but short sighted approach to this question.” (CA EXH-1
49:10-16) “Applicants may point to the low rates in Florida or the significant renewable energy
investments made by NEE in other jurisdictions as an example of how the proposed transaction
will improve the HECO Companies' performance, it is unclear how Applicants can assert that the
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proposed transaction will improve the HECO Companies' management and performance and
facilitate the realization of Hawaii's stated clean energy goals.” (CA EXH-1 56:4-22)

ISSUE 2D: THE PROPOSED TRANSACTION WILL NOT IMPROVE THE
FINANCIAL SOUNDNESS OF THE HECO COMPANIES.
The Applicants have not proven that they would be fit, willing, and able to guarantee an
increase in reliability. On paper, NextEra has a stronger balance sheet than the HECO
Companies, but it is unclear whether NextEra's reliance on continued business expansion, tax
breaks, tax credits, policy manipulation, and pro-wind legislation are primarily the reasons why
this is so. (JP EXH-10 & EXH-35)
A lot depends of whether NextEra can continue its favorite son role with legislators and
regulators. Capitol IQ by Business Insider Inc. noted that the federal tax rate is 35% and that
NextEra paid just 1.74% in federal taxes between 2005 and 2009. In 2010 NextEra liired its
seventh tax policy lobbying firm: "The alternative energy heavy NextEra Energy already had six
different firms helping it lobby on tax policy when it brought Akin Gump Straus Hauer and Feld,
one of the three biggest lobbying firms in Washington over the past decade, into the fray in the
last months of 2010." (JP EXH-1 42:9-14)
Integrity Florida issued a Report detailing NextEra's lobbying efforts. (JP EXH-10)
"Legalized Tax Fraud: How Top US Corporations Continue to Profit through Offshore Tax
Havens" was released by the U.S. Senate Budget Committee ranking member Bemie Sanders on
February 15, 2015. The Report described NextEra Energy: "Effective federal income tax rate
from 2008 through 2012: Less than zero. Received refunds of $178 million. Total federal income
tax breaks from 2008 through 2012: $4.2 billion. If NextEra Energy had paid the full 35 percent
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federal corporate income tax rate on its $11.4 billion in profits from 2008 through 2012, it would
have paid $4.2 billion more in federal income taxes than it did." (JP EXH-1 42:18-44:8)
In March 2015 Good Jobs First released "Uncle Sam's Favorite Corporations: Identifying
the Large Companies that Dominate Federal Subsidies. The report did not examine broad tax and
depreciation policies that affect the entire industry. Rather they examined tax breaks targeted to
individual companies. NextEra was the top U.S. Firm with subsidies totaling $1,938,811,949. (JP
EXH-1 43:10-14)
On April 18, 2015 NextEra Energy Inc. and subsidiary Florida Power & Light filed a
federal lawsuit seeking more than $97.5 million in alleged tax refunds NextEra contends it is
owed. (JP EXH-1 43:16-18) A shift in any of the favorable tax policies NextEra now enjoys
could send destabilizing shock waves through the company and its affiliates, and by definition,
through the new entity post-merger. (JP EXH-1 44:1-3)
The Joint Parties have similar concerns to those voiced by DBEDT. '‘While there may be
reasons to anticipate financial benefits due to the HECO Companies becoming part of the larger
NextEra group of companies, there is inadequate evidence to determine whether there will be net
benefits to the HECO Companies and Hawaii ratepayers.” (DBEDT EXH-3 37:2-5) “The
Commission will have great difficulty exercising efficient regulatory oversight of the successor
Companies. Audits and reviews will become more complex and prolonged. The sheer increase in
the size of the organization that the Commission has to deal with, especially during the several
years of transition following closing of the Proposed Transaction, will mean a more complex,
time-consuming regulatory relationship.” (DBEDT EXH-3 37:18-22)
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ISSUE 3: THE PROPOSED TRANSACTION WILL NOT DIMINISH THE
COMMISSION'S CURRENT REGULATORY AUTHORITY OVER THE HECO
COMPANIES
The Joint Parties firmly believe that the commission will continue to effectively regulate
the HECO Companies regardless of who owns them. With that said, under HEI's current
ownership, the utilities’ decision-making policy is subject only to Hawaii-based HEI. But if the
HECO Companies become only a small part of a multi-national holding company, the utilities'
decision-making process will be subject to the influences and orders of NextEra. These
influences and orders could become problematic if the holding company's business aims are not
aligned with the Commission's vision of how Hawai'i utilities should perform. (JP EXH-1 44:1217) The Commission will continue to effectively regulate the HECO Companies. If the merger
goes through we are confident that the Commission would impose requirements that maintain or
increase existing regulatory levels. At the same time, NextEra may strip significant decision
making authority from Hawai' i. Judging by the actions of lawyers under NextEra's control,
NextEra enjoys playing regulatory "hardball." Executives aspire to higher positions and are
promoted by pleasing decision-makers above them. HECO employees can rise within HECO or
seek jobs mostly in other Hawai'i companies. (JP EXH-1 44:19-23)
But when NextEra controls the utilities, this tendency weakens. The new layers and
ladders above the utilities can cause middle managers and executives to focus on the preferences
of higher executives—^NextEra executives. And with NextEra's priority being "growth" through
acquisitions, utility executives and managers who want to rise will be thinking about growth
through acquisitions—a goal unrelated to, and a distraction from, serving their existing
customers. It is not possible to say what will be the effects of NextEra's superimposed presence.
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But this new fact (NextEra executives above HECO's utility executives) means a new risk
(NextEra priorities influencing HECO's utility executives)—a risk not necessarily consistent
with Hawaii’s needs. (JPEXH-1 45:6-14)
The potential danger is that HECO’s upper management will shift their focus from
Hawai'i customers to promoting extreme cost-cutting efficiencies and national jobs for an out-ofstate corporate holding company focused primarily on acquisitions. (JP EXH-1 45:16-18)

ISSUE 4: THE FINANCIAL SIZE OF THE HECO COMPANIES RELATIVE TO
NEXTERA'S OTHER AFFILIATES WOULD RESULT IN A DIMINUTION OF
REGULATORY CONTROL BY THE COMMISSION
The Joint Parties have major concerns regarding NextEra's attempt to interfere with
proactive regulation. “FPL took actions seeking to prevent a Florida Public Service
Commissioner from participating in any proceeding that involved FPL’' (CA-1, 62:3-5) The Joint
Parties support the DBEDT position. Regulatory oversight could be improved “more
sophisticated and efficient reporting, data management, inventory, accounting, and other
systems.” (DBEDT EXH-3 40:21-25) Regulatory authority might be harder because the parent
company has more power to resist, the relative importance of the HECO Companies is smaller
relative to sister companies within the NextEra family, and/or because NextEra will import hard
core East Coast attorneys. () “However, this potential remains uncertain given the lack of
integration planning that the Applicants have conducted, and the lack of any proposed merger
conditions that would mitigate potential risks identified by such planning. Moreover, from my
own personal experience as a regulator, I know that financial and other audits are typically more
challenging, complex, and expensive with multi-state businesses than with wholly intra-state
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utility operations. In sum, I do not find sufficient evidence to conclude that the Proposed
Transaction would or would not result in a diminution of Commission regulatory control.”
(DBEDT EXH-3 40:25-41:7)

ISSUE 5: NEXTERA HAS BEEN SUBJECT TO COMPLIANCE AND ENFORCEMENT
ORDERS ISSUED BY REGULATORY AGENCIES AND COURTS
The Joint Parties support the DBEDT position. “NextEra has provided a list of 50 orders
issued by regulatory authorities addressing NextEra companies' violations of both Reliability
Standards and other directives issued by its regulatory authorities. NextEra does not claim that
this list is comprehensive.” (DBEDT EXEl-3 41:12-15) “NextEra has not provided any analysis
or comparisons to demonstrate its ability to comply with the Commission's directives on a
consistent basis is greater than that of the HECO Companies. Without such evidence, there is no
basis upon which to ascertain that NextEra's takeover will provide any quantifiable and
incremental benefits for its ability to comply with the Commission's directives. Rather, NextEra
merely suggests that it can maintain the status quo.” (DBEDT EXH-3 41:2142:4) “At this point
in the development of the record, there is not enough evidence to support a conclusion that the
Proposed Transaction will result in a stronger compliance culture in the combined companies.”
(DBEDT EXH-3 42:8-11)

ISSUE 6: WHETHER ANY CONDITIONS ARE NECESSARY TO ENSURE THAT THE
PROPOSED TRANSACTION IS NOT DETRIMENTAL TO THE INTERESTS OF THE
HECO COMPANIES* RATEPAYERS OR THE STATE AND TO AVOID ANY
ADVERSE CONSEQUENCES AND, IF SO, WHAT CONDITIONS ARE NECESSARY
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The Joint Parties support the Consumer Advocate, DBEDT and Planning Office
positions. NextEra has failed to meet its burden of proof. The Commission has the authority to
impose conditions but we “caution the Commission against feeling compelled to do so on its
own initiative.” (DBEDT EXH-1 64:11-23).

Dean Nishina, the Consumer Advocate's Public Utilities and Transportation Officer, asserted
that NextEra failed to make a compelling case.

Applicants have not fully utilized their opportunity to provide a compelling case
that supports the requested approval of the proposed transaction. (CA EXH-1,
62:11-14)
"As offered in my direct testimony, the Commission should evaluate whether
Applicants have demonstrated substantial net benefits to consumers and, to the
extent that the new commitments do not, the Commission must find that the
proposed transaction is not in the public interest." (CA EXH-24, 9:18-7:10-13)
"While the Applicants have identified amounts that may appear significant in
their responsive testimonies Hawaii’s consumers are still being asked to “trust
us” that the benefits will actually be there." (CA EXH-24, 9:18-10:2)
State Energy Administrator Mark Click concluded that the deal be rejected.
Given the Applicants' failure to demonstrate that the public interest would be
served by approving the Proposed Transaction, the Commission can reject the
proposal without further consideration. While the Commission certainly has the
authority to impose conditions that the Applicants can either accept (if they want
the Proposed Transaction to go through) or (reject if they deem the conditions
are burdensome), I caution the Commission against feeling compelled to do so
on its own initiative. In cases like this, acquiring entities have every incentive to
submit deficient proposals and rely on regulatory commissions to tell them what
conditions would satisfy the applicable standard. This strategy allows acquiring
entities to obtain approval while avoiding the risk that they may over-commit to
providing benefits that may not have been necessary. Regardless of whether that
is, in fact, NextEra's strategy here is beside the point. The Applicants, not the
Commission or any other interested party, bear the burden of presenting a
proposal that passes muster. (DBEDT EXH-1 64:11-23)
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My principal conclusion is that the Applicants' Responsive Testimony and the
new or modified Transaction Commitments contained therein appear to be a
good-faith attempt to respond to many of the concerns that have been raised with
respect to the proposal. As compared to the Applicants' original proposal, the
new or modified Transaction Commitments are a step in the right direction.
Unfortunately, however, many of the new or modified Transaction
Commitments suffer from the same flaws that plagued the original proposals.
(DBEDT EXH-6 4:1-7)
Planning Office Witness Scott Hempling recommended that the transaction be rejected.
I recommend the Commission reject the transaction. HEI's decision to sell out
to NextEra conflicts with its utilities' obligations to their customers. This
transaction brings all the risks and costs described in Part III, including the risks
from NextEra's current and unknown future holdings, the costs associated with
adding Commission staff to monitor those holdings, and the risks associated
with HECO's slninkage in size and importance relative to its new holding
company owner. HECO will face inter-family conflicts over capital access mid
cost allocation that it does not face today. Weighed against these risks and costs
are benefits which, as explained in Part IV, are nearly non-existent. (PO EXH-4
175:11-18)
Q. Does NextEra support its application with facts?
A. No. Since the mid-1980s, there have been dozens of utility mergers. These
transactions provide a large data set from which the Applicants could have
compiled drawn evidence to back up its many unsupported claims. Instead of
hypotheses, data, logic and conclusions—the foundations of serious
policymaking—^the Applicants offer vagueness, self-praise, and the same
adjectival formulas that appear in every merger case.
But words cannot offset risks. Each of the conflicts and risks discussed in Part
III causes some level of harm. How much harm is unknowable. One can try to
quantify the costs of the risks we know about, by identifying cost-causing
scenarios, then estimating the costs of each scenario and the probability of their
occurrence. NextEra has made no effort to do so; implicitly it treats the harm as
"zero." But treating the harm as "zero" does not make the harm "zero."
There is, therefore, an absence of proof for the very issue on which the statute
requires proof Even if NextEra had made the effort, and done so properly, that
effort would have addressed only the conflicts and risks that are known. There
still would be the unknown: all future acquisitions that NextEra will make,
without the Commission approval—all without geographic or type-of-business
limit, all without any customer benefitting rationale. NextEra's application, like
its future, is too indefinite to deserve the Commission's approval. (PO EXH-4
188:4-23)
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The Consumer Advocate, DBEDT and the Planning Office each offered conditions that should
be adopted should the Commission decide to approve the merger.

Dean Nishina, the Consumer Advocate's witness, asserted that NextEra failed to make a
compelling case, however, there are conditions which would make the deal acceptable. These
conditions are found at CA EXH-4 pp. 1-17: Consumer Advocate's Recommended Conditions.

If, however, the Commission adopts the Consumer Advocate's recommended
conditions, I believe that the results will reflect substantial net benefits, both in
the short and long term, that would support a finding that the proposed
transaction is in the public interest. (CA EXH-1, 62:14-18)

State Energy Administrator Mark Click concluded that the deal be rejected but gave an out.

The second and related point is that, should the Commission be inclined to
restructure the proposal and approve a modified version, it must distinguish
between risk mitigation measures that are necessary to avoid detrimental
impacts (i.e., provisions that keep customers and the State whole from the
consequences of the Proposed Transaction) and conditions that are necessary to
meet the public interest standard (i.e., provisions that result in incremental
benefits that would not materialize in the absence of the Proposed Transaction).
My discussion of Issue 6 focuses solely on risk-mitigation measures that are
necessary, minimal protections to ensure that the Proposed Transaction does not
degrade the status quo. However, these minimal protections are not, in
themselves, sufficient to ensure that the Proposed Transaction meets the public
interest standard. In Part IV below I discuss proposed conditions that result in
incremental benefits and help ensure that the Proposed Transaction meets the
public interest standard. (DBEDT EXH-1 65:1-12)
Planning Office Witness Scott Hempling recommended that the transaction be rejected but gave
an out.
Although I recommend rejection, I believe an expert witness should, where
possible, offer options that diverge from his recommendation. Part VLB
therefore presents conditions that could reduce the risk of harm. But as I will
explain in Part VI.C, even if all of these essential conditions were practical and
enforceable (and some are not, as I will explain), taken together they are
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insufficient to correct the transaction's imbalance between and benefit, and
between private and public interests. (PO EXH-4 175:19-24)
The Joint Parties oppose the acquisition. Further, they believe that if the Commission decides to
approve the transaction based on the suggestions of the Consumer Advocate, DBEDT and/or the
Planning Office, the Commission must re-open the Evidentiary Hearing to allow parties and
interveners an opportunity to test the credibility of each Recommended Condition through crossexamination.

CONCLUSION

“What I'm saying is that the Commission's inclinations talk about holistic solution
and not doing things piecemeal; and, therefore, you have to take into account what
is going on in completely separate dockets. You have to take note of it.” (Henry
Curtis, Tr, 4646:23-4647:2)

As the Commission so eloquently stated in their 2014 Inclinations, "Without such a
long-term, customer focused business strategy, it is difficult to ascertain whether
HECO Companies' increasing capital investments are strategic investments or
simply a series of unrelated capital projects to expand utility rate base and increase
profits appearing to provide little or limited long-term customer value." (JP EXH38 24:11-16)
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“I would argue that the precautionary principle should be defining for all
commissions in all environmental issues. It's a fundamental principle.” (Henry
Curtis, Tr. 4634:18-20)

In summary the Joint Parties believe that the proposed NextEra acquisition is a
piecemeal solution lacking detail as to how it might be part of a strategic
investment in the public interest. Therefore, we highly recommend that the
Commission use the precautionary principle and reject the proposed merger.
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