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1 Executive Summary
In April 2018, the Hawaii Public Utilities Commission ("Commission") initiated a proceeding to
investigate performance-based regulation ("PBR") (Docket No. 2018-0088) to explore new
opportunities for evaluating and updating the State's utility regulatory framework In light of a
transforming electric power system.
To guide the State's PBR process, the Commission has adopted a conceptual framework that
begins with identifying priority goals and outcomes for utility operations, products, and services.
These regulatory goals and outcomes will anchor and inform the subsequent steps of the
framework, including evaluation of the current regulatory model to determine which outcomes
are not sufficiently being supported. For each priority outcome identified, there will be an
assessment of which regulatory mechanisms have the potential to best drive utility performance.
New performance incentive mechanisms ("PIMs") or other regulatory tools will be developed
and implemented accordingly.
Commission staff authored this concept paper to provide the Parties with an initial set of
proposed goals and outcomes to respond to, to expand upon, and to offer alternatives.
Specifically, this paper: (a) provides an overview of Phase 1 of the proceeding; (b) discusses the
terms and concepts that form the PBR process framework; and, (c) proposes three overarching
goals along with a preliminary set of associated outcomes to help guide PBR evaluation and
development.
The three goals proposed in this paper are framed according to the three key elements of utility
regulation: the customer, the utility, and broader public policy. For each of the three goals, staff
provides illustrative descriptions for a limited number of key outcomes.
•

For the goal of enhancinR customer experience, outcomes include: affordability,
customer satisfaction, customer engagement, reliability, and utility bill stability.

•

For the goal of improving utility performance, outcomes Include: cost control, cost of
power supply, Investment efficiency, operational efficiency, DER asset utilization, and grid
planning effectiveness.

•

For the goal of advancing societal outcomes, outcomes include: RPS achievement, social
equity, risk distribution, capital formation, resilience, and electrification of
transportation.

A complete list of proposed outcomes can be found in Table 1.

To host discussion and solicit input from stakeholders on which areas of utility performance to
focus on in this proceeding, the Commission will be holding a Technical Workshop on
July 23-24, 2018. Workshop participants will hear from subject matter experts and engage in
dialogue around which regulatory goals and outcomes should provide the foundation for
subsequent activities in this proceeding. After the Technical Workshop #1, the Parties will file
briefs by August 24, 2018, stating their positions and outlining a proposed set of goals-outcomes
by which to evaluate and assess the utility regulatory framework.

2 Introduction
Hawaii's electric power industry is in the midst of a significant transition from predominantly
centralized fossil-fuel-based generation systems towards increasingly distributed and renewable
generation systems. In response to this dynamic and evolving landscape, the State's electric
utilities are undertaking substantial efforts to adapt system operations, engineering, and
planning.

These adaptations, In turn, are evolving the role of the electric utility in certain

respects, including the type of operations and services provided, the proportion of utility-owned
versus contracted-for generation resources, and the nature of the utilities' relationship with
customers.
The Commission has acknowledged that the factors driving this energy transition are such that
Hawaii's regulatory framework must also continue to evolve to enable the State's electric utilities
to meet new challenges, maintain safety and reliability, offer new value-added customer
opportunities, and result in affordable rates.

Consequently, in April 2018, the Commission

opened Docket No. 2018-0088 to investigate the economic, technical and policy Issues associated
with PBR for the Hawaiian Electric Companies.^ The State has also stressed the need to "urgently
and proactively" ensure that "the existing utility business and regulatory model is updated for
the twenty-first century."^
In the Opening Order, the Commission outlined a two-phase process for this docket. Phase 1 of
the docket is intended to "identify those areas of utility performance that are deserving of further
focus for PBR framework development and/or Performance Incentive Mechanisms ('PIMs') in
Phase 2."^ Subsequently, In the Phase 1 Convening Order,^the Commission set forth a process
and procedural schedule, which includes Technical Workshop #1 on July 23-24, 2018, centered
^Docket No. 2018-0088, Order No. 35411, "Instituting a Proceeding to Investigate Performance-Based
Regulation," filed April 18, 2018 ("Opening Order").
^2018 Haw. Sess. Laws, Act 005; S.B. 2939, 29’^ Leg. (Haw. 2018) ("Act 5" or "Ratepayer Protection Act").
^Opening Order at 53.
^Docket No. 2018-0088, Order No. 35542, "Admitting Intervenors and Participant and Establishing a
Schedule of Proceedings," issued on June 20, 2018 ("Phase 1 Convening Order").

around the topic of regulatory goals and outcomes. The Commission also noted that Commission
staff will release, prior to Technical Workshop #1, a staff report that "will provide Parties a
discrete proposal upon which to provide feedback and will help facilitate a focused discussion
around the appropriate set of goals and outcomes."^
The purpose of this report is to propose specific regulatory goals and outcomes to inform the
evaluation and assessment of the regulatory framework and the subsequent design and
development of PBR elements. Staff stresses that the goals and outcomes specified in this report
are merely staffs suggestions, and do not necessarily represent the Commission's view at this
time. The proposed goals and outcomes are offered as a starting point for discussion at the
Technical Workshop #1 and to provide a discrete proposal for Parties to respond and offer
alternative recommendations.
This report begins with a brief summary of the PBR Design Process, as articulated by the
Commission in the Phase 1 Convening Order, and provides definitions for several key terms. The
report then identifies three overarching regulatory goals as well as several outcomes associated
with each of those goals.

’Phase 1 Convening Order at 58.

Phase 1 - Evaluation and Assessment
3.1 Overview
Phase 1 will establish a basis from which to implement modifications or refinements to the
current regulatory framework. In order to establish a robust, yet flexible process to focus
objectives and deliberately advance the proceeding, the Commission has set forth a series of
collaborative technical workshops, facilitated by the Rocky Mountain Institute, with each
followed by focused briefs from the Parties. This approach encompasses three major steps:
■

Identification of regulatory goals and outcomes to serve as guiding principles and to
ground an assessment of the regulatory framework;

■

Assessment of which outcomes are currently well-served by the regulatory framework
and which require greater focus and examination; and

■

Determination of which regulatory mechanisms are best-suited to achieve each outcome.

More specifically, as shown In Figure 1, next page, the Commission has identified the following
timeline and procedural milestones for Phase 1.

Figure 1: Phase 1 (Evaluation and Assessment) Timeline and Procedural Milestones

Technical Workshop #1: Goalsand Outcomes
■ Commence PBR process
■ Outline common set of PBR concepts and terms
■ Discuss appropriate set of regulatory goals and outcomes

Parties’ Briefe: Goalsand Outcomes

Technical Workshop #2: Regulatory Assessment
■ Evaluate and assess existing regulatory framework

Parties’ Briefs: Regulatory Assessment

Technical Workshop #3: Metrics
■ Identify best-suited regulatory mechanisms
■ Identify appropriate performance metrics

Parties’ Briefs: Metrics

Phase 1 Staff Proposal
• Establish goals-outcomes
• Identify specific outcomes to be addressed
■ Identify best-suited regulatory mechanisms for each outcome

Parties’ Responses
• Statements of Position
•Simultaneous Information Requests
• Reply Statements of Position

Phase 1 Decisionand Order

3.2 PBR Design Process
As described by the Commission in the Phase 1 Convening Order, the steps of this proceeding
follow a conceptual framework that can be used to transform broad policy goals into actionable
outcomes for utility operations and service delivery. The framework is meant to be thorough and
transparent, with opportunities for consensus-building throughout the process. Figure 2 below
illustrates the steps required in this framework and the different directions the Commission may
take.

Figure 2: PBR Design Process
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This process framework has been presented in several other publications and been used in other
states' PBR initiatives. Most notably, the Office of the Attorney General of Minnesota, Residential
Utilities and Antitrust Division's comments to the Minnesota Public Utilities Commission provides
a thorough description of the framework and recommendations for how it should be applied in
Minnesota.® As described in the Phase 1 Convening Order, the Commission has expanded this
approach to fit the regulatory landscape of Hawaii. Key terms and concepts of the framework are

®See In re Comm'n Investigation to Identify and Develop Performance Metrics and, Potentially, Incentives
for Xcel Energy's Electric Utility Operations, Docket No. E-002/CI-17-401, Comments of the Office of the
Attorney General, filed December 21, 2017 ("OAG's Comments").

further described in this section, to support their application by the Parties to the development
of appropriate PBR mechanisms.
Phase 1 of the proceeding will begin with attention to articulating a set of goals and outcomes
applicable to Hawaii's power sector. Phase 1 will progress from: (i) Identification of policy goals
and outcomes; to (ii) assessment of the current regulatory framework; and conclude with
(iii) development of performance metrics and reporting requirements. Successive Phase 1
workshops will be focused on each of these three areas. Phase 2 will then focus on the design
and implementation of regulatory mechanisms to achieve the goals and outcomes identified in
Phase 1.
At the outset of the proceeding, staff does not hold a predetermined view on which PBR tools
are best suited to support Commission objectives for regulatory reform. The process approach
and conceptual framework adopted by the Commission should provide ample opportunity to
review available PBR mechanisms to understand their suitability to Hawaii's utility system and
State policy goals. Attention to outlining a set of goals and outcomes as a first step in the process
will provide the lens through which to evaluate the existing regulatory framework (Technical
Workshop #2) and develop subsequent refinements to utility regulations.

3.2.1 Goals and Outcomes; Foundation for PBR Development
Goals provide the highest-level orientation for what utility regulations and ratemaking seek to
achieve. As described in the Phase 1 Convening Order and elsewhere, PBR goals anchor and
inform consideration of specific outcomes that result from the regulated utility system.
Traditional cost-of-service utility regulation ("COSR") has long held a goal to deliver reliable,
affordable electricity to all customers through prudently incurred costs and efficient utility
business operations. Over time, goals for the power sector have expanded to include a broader
set of customer and public policy oriented goals, including concepts of customer engagement,
innovation, environmental performance, and competition. Existing statutory requirements and
laws can inform the identification of appropriate goals.
Outcomes are a more specific set of factors that derive, in whole or in part, from utilities'
operations and business decisions. Outcomes represent the many ways that the power sector is
experienced by customers and market participants, as well as throughout the economy and
society at large. Outcomes are usually observable, whether through quantitative or qualitative
measures, and in many cases can be measured through one or more metrics.

In some cases, an identified outcome could arguably fit under multiple goals. At a minimum,
however, each outcome should fit under at least one goal or the outcome itself may be
incompatible with the overarching goals of utility regulation.^
Outcomes can also be interrelated or partially dependent on other outcomes; for example,
multiple outcomes might touch on aspects of greenhouse gas emissions, including RPS
achievement, carbon intensity of power supply, total fossil fuel imports, and more. It is helpful
to Identify many outcomes that are significant for established PBR goals, from which a subset of
outcomes will be particularly important to Inform development of PBR mechanisms, as well as
for future performance tracking and adjustments to utility ratemaking.

Figure 3 illustrates the relationships between two particular outcomes, reliability and service
quality, and the broader regulatory goal of enhancing the customer experience.
Figure 3: Goals-Outcomes Hierarchy
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3.2.2 Metrics and Targets Lead to Incentives for Some Outcomes
Although not the immediate focus of Technical Workshop #1, metrics, targets and incentives are
briefly described here to illustrate planned extensions of the PBR design framework.
Metrics are the ways that outcomes are measured. A metric should be quantifiable and verifiable,
when possible, as well as consistent with State energy policies. Metrics are frequently defined by
a specific unit of measure (for example, tons of CO2 avoided; MW of installed DER). In some cases,
more than one metric can be attached to a single outcome (for example, reliability can be
measured by SAIDI, SAIFI, and numerous other metrics). It may be appropriate to adopt many
metrics across the complete list of outcomes, from which a subset is used for target setting and
associated incentives. Many metrics may be tracked without specific targets attached as part of
a benchmarking scorecard effort, which can still be useful to inform utility performance, ongoing
market evaluation, policy assessments, and input to the development of metrics or performance
targets in the future.

Targets should be adopted for a limited set of priority outcomes and metrics, to provide
expectations for what level of performance is desired or expected. Where feasible and
appropriate, targets should be aspirational to encourage exemplary utility performance and
market outcomes. Some targets might have specific incentives attached to them, while others
can be set without explicit incentives. Especially for newer or more Innovative metrics, a target
can support future evaluations to understand how regulations do or do not serve this desired
result, and to adopt and/or refine regulations appropriately.
Incentives provide financial or other motivation for utilities to improve performance toward
established goals, including specific targets where established. PIMs are one important tool to
directly associate measured outcomes with financial incentives for the utility. In some cases,
however, regulatory outcomes might be better achieved through other regulatory reforms,
which can serve to address multiple outcomes or reorient utility priorities beyond singular
metrics.
Incentives do not need to be directly tied to financial adjustments in all cases; for example, public
scorecard tracking of key metrics can serve to provide a reputational incentive, as well as
motivation to maintain or improve performance in order to avoid future regulatory adjustments.
Scorecards also provide a means to begin collecting and tracking metrics that historically have
not been observed, serving as a testing ground for development of future PIMs and other
mechanisms.

3.2.3 Regulatory Avenues to Achieve Desired Goals and Outcomes
An important element of the process design for this docket Is the determination of which
regulatory mechanisms are best suited to address each regulatory outcome.

PIMs and

scorecards represent but one path for achieving desired regulatory goals and outcomes. As
Illustrated In Figure 2, above, other PBR pathways Include some well-established revenue
adjustment mechanisms, as well as a suite of more strategic alternative regulatory mechanisms
that are proposed or in development in other jurisdictions.
Revenue adjustment mechanisms include multi-year rate plans, revenue decoupling, and
earnings sharing mechanisms. Especially for policy outcomes where a single corresponding
metric Is difficult to create, a revenue adjustment mechanism may be preferred to a PIM.
Achievement of desired outcomes targeted by revenue adjustment mechanisms can be
monitored though assessment of a suite of established metrics. Including evaluation of the
overall performance of the utility as well as the broader electricity sector.
Alternative regulatory mechanisms provide options for more comprehensive changes to the
regulatory framework. Where the conventional COSR utility structure arguably was well-suited
to historical objectives to build an expanding power system based on a limited set of technology
options, that structure may not be suited to modern needs and objectives. New generation
technologies, opportunities for demand-side resource aggregation, and modern business
approaches afforded by digital communications capabilities, suggest that the existing utility
Incentive structure needs to be re-evaluated. In this emerging context, certain regulatory
outcomes (e.g., encouraging service innovation and promoting energy resilience) may not be
sufficiently addressed by traditional PBR tools such as incentive mechanisms and revenue
adjustments. To achieve more encompassing goals for Hawaii's power sector, more
comprehensive changes to the regulatory framework may be needed. These might include
reforms to shift the existing capital Investment paradigm to an approach that puts utility-owned
capital expenditures and third-party service-based solutions on more equal footing, or
establishing new revenue opportunities to enable a future electric utility platform business
model (e.g., provision of new value-added services to customers and third-parties and collection
of "platform fees").®

®As distribution system capabilities evolve, utilities have an opportunity to serve as a neutral platform
responsible for the integration and coordination of third-party energy services. In exchange for these
services, utilities can potentially earn market-based revenues for providing multi-directional services to
DER developers and customers. For example, in New York's Reforming the Energy Vision process,
regulators encouraged investor-owned utilities to transition to become distributed system platform (DSP)
providers. As DSP providers, utilities will be focused on Integrating DERs to achieve system goals, such as
network efficiency and greenhouse gas reductions. Utilities will be able to earn platform-service revenues

3.3 Proposed Goals and Outcomes
3.3.1 Three Goals to Guide Performance-Based Regulation in Hawaii
By this concept paper, ahead of Technical Workshop #1, staff introduces three overarching goals
and an intentionally broad, preliminary set of associated outcomes to seed discussion and help
guide PBR evaluation and development. These goals and outcomes are provided to support a
constructive dialogue among Parties and orient activities to accelerate alignment toward an
adopted set of regulatory outcomes at the conclusion of Phase 1. The three goals are linked to
strategic priorities and objectives of the Commission: (l)to enhance how utilities provide
services to customers; (2) to improve how utilities manage their own operations; and (3) to
advance broader societal and policy objectives.
Figure 4 shows staff's vision for the goals-outcomes hierarchical structure. Each of the three goals
is further described below. As shown, goals will contain a set of discrete outcomes that relate to
how the goal is experienced by customers, the utility, and other stakeholders.
Figure 4: Proposed Goals for Hawaii
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by selling the products and services that facilitate the operation of DSP markets (e.g., data analysis,
transaction and/or platform access fees, and engineering services for microgrids).

Enhance Customer Experience: Delivering affordable and reliable service to customers has
always been a core utility responsibility. Needs and expectations are changing, however, as
customers transform from mere consumers of energy to active participants in the electricity
system. Utilities should be expected to facilitate additional choices and options for customers as
they interact with service providers to procure DER and other services and seek to manage their
energy use and costs.
Improve Utility Performance: Optimizing utility planning processes, investment choices, and
system operations ensures that utilities make decisions necessary to provide exemplary service
at the least cost to customers. As Hawaii's energy portfolio becomes increasingly renewable,
diverse, and distributed, utilities will need to invest in a grid with greater capabilities. To protect
customers from unnecessary rate increases or other costs resulting from these potentially large
investments and new functions, utilities are expected to operate in an economically efficient and
strategically effective manner.
Advance Societal Outcomes (i.e.. Public Policy): To achieve Hawaii's ambitious clean energy
goals and other policy objectives, there is a need to reevaluate underlying assumptions for how
regulated utilities serve societal and public policy goals. Modern electricity needs extend beyond
traditional objectives for universal, reliable and affordable energy supply. Additional societal
goals have been layered onto these, including environmental performance, market development,
data sharing, transport electrification, and more.
Together, these three goals provide a cohesive and encompassing framework to orient electricity
regulation in Hawaii. Initiating the proceeding from these will ensure that any resulting PBR
reform, whether PIMs or other mechanisms, will serve one or more of these overarching goals.

3.3.2 Suggested Outcomes for Tracking Goals and PBR Development
The next layer in the PBR design framework is identification of outcomes. Outcomes can be
related to traditional expectations for utilities, such as affordability and service quality, or can
describe more modern roles and responsibilities, such as beneficial electrification and utilization
of distributed energy resources. Outcomes will serve as the basis for evaluating the existing
regulatory framework, a subset of which will directly inform development and implementation
of PBR mechanisms.
Regulatory outcomes established for the PBR proceeding should encompass both those
conventional, more established areas as well as newer areas that reflect the need and
opportunity for a transformed electricity sector. In some cases, outcomes may not be directly
controlled by utilities, resulting instead from a variety of factors related to broad market
conditions, customer adoption of services or programs, and future technology developments.

Staff provides a deliberately broad set of potential regulatory outcomes In Table 1, below,
demonstrating a range of outcomes: from the conventional, with well-established metrics, to the
more novel, which reflect a rethinking of objectives and expectations for the electricity sector.
This list of outcomes is intended for stakeholder feedback in Technical Workshop #1, and further
refinement through the course of Phase 1. It is expected that this list will be narrowed and
focused further before moving into the next step of the PBR design process. Where some
proposed outcomes may relate to more than one goal, an effort is made to assign each outcome
to its most directly applicable goal. Some outcomes necessarily relate to others in this proposed
list; further discussion and feedback will be helpful to explore these further and how best to
consider these interrelationships in utility regulations.
Table 1: Potential Regulatory Outcomes to Inform PBR in Hawaii
Goals
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Possible Metrics

Affordability

Average total bill; average bill as percent of household
income (i.e., energy burden); $/kWh rate

Utility Bill Stability

Percent change in average customer bill; absolute
change in average customer bill

Reliability

SAIDI, SAIFI, CAIDI, MAIFI^

Service Quality

Call center answer time; number of complaints; number
of disconnections

Customer Satisfaction

Customer satisfaction surveys
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Customer Engagement

Time in queue for DER connections; "Interconnector"
survey
Percent of customers participating in DR and/or TOU
rate programs; program administration/execution;
program retention rate; access to data by third-party
services; percent of customers with access to hourly or
sub-hourly usage data; customer education

^SAIDI (System Average Interruption Duration Index) measures the average interruption time for all
customers served during a given period. SAIFI (System Average Interruption Frequency Index)
measures the average number of interruptions experienced by all customers served during a given
period. CAIDI (Customer Average Interruption Duration Index) measures the average interruption
duration per customer interrupted during a given period of time. MAIFI (Momentary Average
Interruption Frequency Index) measures the average frequency of known momentary interruptions
per customer during a given period of time.

Cost Control

Capacity costs; total energy costs; fuel costs; customer
costs; O&M expense; O&M (transmission, distribution,
generation) per customer

Investment Efficiency

CapEx:OpEx ratio; amount of third-party owned
generation (MW) as percent of total system generation
(MW)

Grid Planning Effectiveness

Planning milestones achieved; stakeholder engagement
efforts

Resource/Grid Solutions
Procurement Transparency

Stakeholder engagement efforts; MWs of grid solutions
obtained in competitive procurements

Operational Efficiency

Load factor; average heat rate; system losses; dispatch
efficiency; usage per customer; aggregate power plant
efficiency; reduction in peak load; MWh reduction of
renewable energy curtailment

Cost of Power Supply

Purchased fuel costs/purchased power costs

DER Asset Utilization

MWs participating in DR programs; number of CBRE
Interconnections; number of behind-the-meter
batteries; MWs of DER; number of DER installations per
year; MWs installed by program type (e.g., CSS, CGS+,
Smart Export); percent of DER controlled by aggregators;
percent of DER participating in a DR grid service tariff

Project Management/Execution

Cost overrun; final project cost vs. budgeted project
cost; cost of overhead

Safety

Number of Incidents per year, by severity of outcome
and activity type
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Innovation

Number of platform and/or value-added services
available; R8tD budget; R&D partnerships

Risk Distribution

Percentage of cost that is hedged or fixed; how much of
power supply is on fixed price contract or declining (in
real terms) over time vs. how much Is associated with
escalators

RPS Achievement

Energy Efficiency and
Conservation (EEPS)

activities; line losses; voltage optimization; auxiliary
loads; facilitation of EEPS reporting
Dollar amount spent on imported energy

Carbon Intensity

Tons C02 per customer; system carbon emission rate
(tons C02 per MWh sold); fossil fuel generation (percent
fossil fuel [MWh] of total generation [MWh])
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Partnerships with Public Benefits Fee Administrator
("PBFA"); coordination of customer service/DR/PBFA

Energy Independence
M
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Percent of energy from qualified renewables

Number of EVs added to the grid each year; percent of
customers with EVs enrolled in DR programs; percent of
customers with EVs on TOD rate

Beneficial Electrification

Percent of (grid-interactive) electric water heaters

Capital Formation (sector wide)

Annual total investment in electricity sector; annual
non-utility investment in electricity sector; credit rating
of utility

Resilience

MW of fast ramping capacity; quantity and capacity of
microgrids

Environmental Goals

Tons of pollution per customer and per MWh; water

(visual, air, water pollution)

consumption

Access to System/Planning Data

Types of planning data electronically available

Social Equity

Percent of LMI households participating in customer
programs (DER/DR/CBRE/EE)

A subset of outcomes from Table 1 are described in more detail below. These outcomes
represent a limited sample of those that should be considered in Phase 1 of the proceeding.

Goal: Enhance Customer Experience
■ Affordability: Affordability has long been an important regulatory outcome, particularly in
Hawaii where customers experience the highest retail rates in the nation. Historically, the
proliferation of electricity service was powered by growing economies of scale related to
generation and, for many decades, utilities delivered on the promise of providing affordable
electricity. Today, however, these assumptions no longer hold In a number of jurisdictions.
In Hawaii, changing customer preferences, declining retail sales, and investments needed to
address aging infrastructure, emphasize the growing need to focus on affordability and to
bring down the total cost of energy services. Potential metrics might include, average bill as
a percent of household income (I.e., energy burden) or, for commercial customers, average
bill as a percent of business operating expenses.
■

Customer Satisfaction: Utilities should be held accountable for treating customers the way
they would if customers had the option to take their business elsewhere. There are elements
of customer satisfaction built into service quality reporting, namely in metrics such as number
of complaints and service disconnections. As the Commission considers regulatory outcomes
anew in this proceeding, customer satisfaction should be considered separately from service
quality. Changing customer preferences regarding electricity service and methods of
communication may not be captured by traditional customer satisfaction metrics. For
example. If a utility does not offer an innovative product or service that a consumer is
interested in, that consumer is unlikely to file a complaint to express his or her displeasure.
Nonetheless, the consumer may be dissatisfied with the utility's service. This outcome could
consider a broad range of services to customers.

■

Customer Engagement: Traditional notions of the "customer" are changing as customers
today can better manage their electricity service, including producing it, storing it, and even
selling it themselves. Utilities will need to adequately and equitably facilitate this move
toward a participatory electric grid, as customers migrate from passive consumers of a
commodity (kWh) to active participants in a dynamic market for grid services. Expectations
for customer engagement and education have increased along with technological advances.
To that end, it may be important to track customer participation In DER and DR programs, as
well as the level of quality program administration and innovative product and service
offerings on the part of the utility.

■

Reliability: Having a reliable supply of electricity is more than just a convenience. It's a
necessity. Our economy - and our way of life - depend on It. For utilities, maintaining a
high level of reliability requires constant commitment and is central to the core functions of
providing safe, reliable, and affordable electricity for all customers. The North American
Electric Reliability Council's definition of reliability encompasses two concepts: adequacy and
operating reliability. Adequacy Is defined as "the ability of the system to supply the aggregate

electric power and energy requirements to the consumers at all times." Operating reliability
Is defined as "the ability of the system to withstand sudden disturbances such as electrical
short circuits." The level of reliability Is typically measured by the frequency, duration, and
magnitude of the loss of service to total customers. The HECO Companies already report
several metrics commonly used in the industry as a method of measuring system reliability
performance, including SAIDI, SAIFI, CAIDI and MAIFI. Additional metrics may need to be
considered through the course of this proceeding.
■

Utility Bill Stability: For families and businesses to make informed budget decisions, it is
Important that the total cost of energy services remain relatively stable, without extreme
volatility over short time periods. Possible metrics of utility bill stability include percent
change in average bill per customer class between months and years, or absolute change in
average customer bill between periods, including payments or credits for non-utility energy
services.

Goal: Improve Utility Performance
■ Cost Control: Utilities should take measures to manage investments, projects and business
operations in an efficient manner without undue waste or cost overruns. Transparently
tracking specific utility expenditures can help ensure that utilities are prudently managing
costs In a manner that does not negatively impact service to customers. Cost control can be
measured via a variety of trackers on costs of capital investments, operations, and other
components of the business, and may require comparison to industry indexes or other
references to evaluate effectiveness. Although Cost Control is an outcome that will likely
overlap with others, namely Cost of Power Supply and Investment Efficiency, there may be
value in setting forth distinct regulatory outcomes to separately account for Cost Control
(particularly operations and maintenance); Cost of Power Supply (utility and independent
power); and Investment Efficiency (focused on capital bias and asset management). Possible
metrics for Cost Control could be: costs of providing electric service; and, O&M costs per
customer, including specific metrics related to functional categories of O&M.
■

Cost of Power Supply: A large share of customers' bills is attributable to power supply costs.
Although overlapping with other cost-focused regulatory outcomes, it Is critical to measure
and track this component, as It also maps back to the customer-centric regulatory outcome
of Affordability. Possible metrics for Cost of Power Supply could include purchased fuel
costs/purchased power costs per MWh.

■

Investment Efficiency: Given the already high cost of electricity for Hawaii customers, and
the increasing availability of alternatives to traditional electric service, it is important that
utilities pursue optimal solutions for identified grid needs irrespective of the nature of the

Investments (i.e., investment in utility-owned capital expenditures versus third-party
provided service-based solutions). Metrics for the Investment Efficiency outcome could
include the CapEx:OpEx ratio, or the ratio of contracted-for generation to utility-owned
generation, among others.
■

Operational Efficiency: Due to Hawaii's dynamic and evolving energy landscape, the HECO
Companies have engaged in significant efforts to adapt system operations. The Operational
Efficiency outcome relates to day-to-day utility system operations, with the objective that the
Companies commit and dispatch units and operate the system in an economically optimal
manner that is aligned with, and informed by, the State's energy and policy goals. Metrics for
Operational Efficiency could include: load factor; average heat rate; system losses; dispatch
efficiency; usage per customer; aggregate power plant efficiency; and reduction in peak load,
among others.

■

DER Asset Utilization: The HECO Companies' service territories experience some of the
highest DER adoption in the world. The trend toward more dynamic and distributed power
systems is expected to continue, as a result of underlying economics, customer preferences,
and the State's policy goals. As the electric utility network continues to transform from one
defined by central station generation and one-way power flow to a system in which there are
thousands of DER and multi-directional power flows, there is an emergent and increasing
need to ensure that these new resources are able to play an integral role in the functioning
of the network. From a customer perspective, there are benefits to deferring traditional
investment, increasing grid reliability and power quality, and procuring grid services in the
most cost-effective manner. Possible metrics could include: DER capacity under third-party
aggregation and percentage of DER that participate in a DR portfolio program, among others.

■

Grid Planning Effectiveness: As the price of renewable energy sources drop and capabilities
of new grid technologies advance, it is important that utilities make efficient decisions
regarding resource and infrastructure investments. Utilities increasingly have an opportunity
to design diversified and flexible plans to meet future electricity needs. Planning effectiveness
can be harder to measure than other outcomes, but could be tracked according to
stakeholder engagement efforts and timely completion of the planning process.

Goal: Advance Societal Outcomes
■ RPS achievement: Hawaii's 100% renewable energy portfolio standard Is a major policy
priority that should inform utility regulations, planning, operations, and investments. Annual
energy production from renewable energy sources will remain an important outcome to
track.

Social Equity; It is a public policy imperative that, to the extent possible, all customers fairly
share in the costs and benefits associated with Hawaii's energy transition. The total number
or percent participation by LMI customers in customer programs (DER/DR/CBRE/EE) may be
one approach to measuring this outcome.
Risk Distribution: Ratepayers have historically borne a significant share of risk from
investment decisions and other aspects of utility operations. This has supported some
attractive features of the electricity sector, Including a low cost of capital for utilities to
borrow money and make investments. It may also result in less incentive for utility managers
to make sound, long-term decisions in all cases, as compared to how other businesses in the
competitive economy must operate. Risk distribution is a particularly hard outcome to attach
precise metrics to, but it is an important outcome to consider and monitor as regulatory
reform is pursued.
Capital Formation: As described in Ulupono Initiative's comments in the docket, it may be
appropriate to track financial activities across a more broadly defined electricity sector than
the utility alone.^^ For the utility, capital formation is the ability to attract debt and equity at
a reasonable cost. Beyond the utility, capital formation also can refer to the ability of third
parties to attract capital at sufficient scale. While traditional utility regulations do not
consider broader capital flows in the electricity sector, the increasingly diverse and
competitive marketplace for electricity services suggests that regulations do not serve their
societal objectives through a narrowly constructed view to promote or maintain the financial
health of the utility. Rather, while indisputably an important goal of regulations, the utility's
financial profile should be evaluated In balance with other sources of market investment that
can serve customer and societal goals. As such, any proposed performance metrics and
incentives considered for this outcome should support capital formation at three related
levels: the utility level, third-party market participants, along with the consumer. An outcome
such as capital formation, however, may not directly lead to a PBR mechanism in and of itself,
but including it among other outcomes can provide a useful reference to monitor overall
conditions and place the utility in the context of broad market health. This could be measured
in many ways; for example, through a record of total annual investment in the State's
electricity sector, total non-utility Investment In the electricity sector, and the utility's credit
rating.

^“Docket No. 2018-0088, "Ulupono Initiative LLC's Motion to Intervene; Affidavit of E. Kyle Datta;
Affidavit of Counsel; and Certificate of Service," at 11, 25.

Resilience: Disruptions to the electricity system can result in a number of security, health
and safety, and economic consequences. From a utility's perspective, threats to the grid can
take many forms. Today, threats can be both external - physical- and cyber-related attacks
from adversaries - and internal - including aging infrastructure and the increasing adoption
of variable generation.In light of the inevitable risks facing the electric power system,
heightened further by Hawaii's geographic isolation and risk of exposure to natural disasters,
there is an increasing emphasis on the importance of resilience. Resilience is the ability of a
system or Its components to adapt to changing conditions and withstand and rapidly recover
from disruptions.^^ It can be thought of as having four dimensions: (1) robustness (the ability
to absorb shocks and continue operating); (2) resourcefulness (the ability to skillfully manage
a crisis as it unfolds); (3) rapid recovery (the ability to get services back as quickly as possible);
and (4) adaptability (the ability to incorporate lessons learned from past events to Improve
resllience).^^ Potential metrics for measuring resilience could be the amount of fast ramping
capacity (MW) on the system, and quantity of microgrids or percent of load within microgrids.
Electrification of Transportation: Beneficial electrification of vehicles can provide significant
economic and environmental benefits and represents a key component of the State's energy
policy goals.

As stated in the HECO Companies' Electrification of Transportation ("EoT")

Strategic Roadmap, "Renewable energy growth and electrification of transportation are
complementary, greater clean energy Impacts and customer value can be created by
achieving both in tandem." Through rate design and other programmatic offerings, electric
vehicles can help to manage a high-renewables grid, by providing grid services and optimizing
load shape. EoT also constitutes an emerging business opportunity for utilities, as it presents
an opportunity for increased customer engagement, as well as to grow utilities' energy
market share.

^^See generaiiy Benjamin L. Preston et al., Resilience of the U.S. Eiectricity System: A Multi-Hazard
Perspective, prepared for the U.S. Dep't of Energy (Aug. 18, 2016) {"Resiiience of the U.S. Electricity
System").
^^U.S. Dep't of Energy, Quadrenniai Energy Review, Chapter IV: Ensuring Electricity System Reliabiiity,
Security, and Resilience (January 2017).
^^See Resilience of the U.S. Electricity System, at 1, citing National Infrastructure Advisory Council, A
Framework for Establishing Critical Infrastructure Resilience Goals (Washington, D.C.: National
Infrastructure Advisory Council, 2010) available at https;//www.dhs.gov/natlonal'infrastructureprotection-plan.

Appendix A
HECO Companies - Currently Reported Performance Metrics^
Category

Performance Metric

Description
■ SAIDI measures the average interruption time for all
customers served during a given period, typically one
year.
■ SAIDI is calculated by dividing the sum of the
restoration time multiplied by the number of

System Average Interruption

interrupted customers for each interruption by the

Duration Index (SAIDI)

total number of customers served by the company.
■ SAIDI is an indication of overall system reliability
because it incorporates the impact of frequency and
duration of outages on the Companies' total customer
base.
SAIFI measures the average number of interruptions
experienced by all customers served during a given

JO

.2
■55

ec
o
u

System Average Interruption

period, typically one year.

Frequency Index (SAIFI)

SAIFI is calculated by dividing the number of customer
interruptions by the total number of customers served

0)

by the company.

(/)

CAIDI measures the average interruption duration per
customer interrupted during a given period of time,
typically one year.
CAIDI is calculated by dividing the sum of all customer
Customer Average

interruption durations by the number of customers

Interruption Duration Index

interrupted during that period.

(CAIDI)

CAIDI also can be calculated by dividing SAIDI by SAIFI.

*See Hawaiian Electric Companies, "Key Performance Metrics," available at
https://www.hawaiianelectric.com/about-us/key-performance-metrics.
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Category

Performance Metric

Description
MAIFI measures the average frequency of known
momentary interruptions per customer during a given
period of time, typically one year.

Momentary Average

MAIFI is calculated by dividing the total number of

Interruption Frequency Index

momentary customer interruptions by the total

(MAIFI)

number of customers served by the company.
The Companies define momentary interruptions as
outages that have a duration of one minute or less.

The Emergency Response Time metric measures the
average time it takes the Companies to respond to an
emergency event. The Companies define "emergency
event" as an event involving electric utility equipment
that may pose an immediate threat to public safety or
welfare. These events may include, but are not
limited to: fire calls, dislodged manhole covers,
energized lines down (sparking lines), downed poles,
motor vehicle accidents involving utility equipment
that result in lane closures or possible contact with
energized utility lines.
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This metric tracks (1) the start time when the utility
receives adequate and accurate information
concerning the emergency event, (2) the average time
it takes for the utility personnel to arrive onsite, and
(3) the average time to safely and adequately secure
the scene from any identified electrical hazard to the
public, and to report back to the Companies'
operations centers after the scene has been secured.
This metric will be tracked in minutes.

Emergency Response Time

The Companies began reporting this metric starting in
the first quarter of 2015. However, the Companies
did not previously track the minute intervals for the
measures listed above.
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Category

Performance Metric

Description
The IPP Generation metric is the percent of the total
net generation provided by IPPs (both renewable and
non-renewable).
This metric illustrates the portion of generation
portfolio and mix of resources that is not provided by
the Companies.

Independent Power Producer
(IPP) Generation

The renewable energy contributions by customersited resources are not included in this calculation.

WEFORd is a measure of the portion of time a fleet of
generating units is in demand but is unavailable to
operate due to forced outages and forced deratings.

c
o

WEFORd is one measure of a generating fleet's
reliability. The formula for WEFORd puts more weight
on forced outages and forced deratings that occur
during periods where the fleet's generation is in high
demand, and puts less weight on forced outages and
forced deratings that occur during periods where the
fleet's generation is in lower demand.
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WEFORd is also weighted for the size of generating
units such that larger units have a greater influence
on the calculated value than smaller units.

Weighted Equivalent Forced
Outage Rate - WEFORd

Lower WEFORd values are normally better than
higher values. However, In instances where returning
a unit to service as expeditiously as possible
(following an outage) is not required to maintain
adequate system reliability, utility management may
choose not to incur premium expenses to do so. In
these situations where adequate excess capacity is
available, returning a unit to service in an economic
manner will take precedence and may result in higher
WEFORd values.
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Category

Performance Metric

Description
■ WEFOF is the fraction of a given operating period In
which a generating unit is not available due to forced
outages and forced deratings.
■ WEFOF is another indication of a generating fleet's
reliability.

Weighted Equivalent Forced
Outage Factor (WEFOF)

■ It is weighted for the size of generating units such
that larger units have a greater Influence on the
calculated value than smaller units.

00

■ Lower WEFOF values are normally better than higher
values. However, In instances where returning a unit
to service as expeditiously as possible (following an
outage) is not required to maintain adequate system
reliability, utility management may choose not to
incur premium expense to do so. in these situations
where adequate excess capacity is available, returning
a unit to service in an economic manner will take
precedence, and may result in higher WEFOF values.
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Losses and Unaccounted for
Energy

Losses and Unaccounted for Energy measures the
amount of energy that is lost as heat or through other
means (such as theft) or used by the Company
between the point where energy generated at power
plants enters the grid to the point of measurement at
customer's meters.

■ Losses and Unaccounted for Energy is calculated as
follows:
N = Net-to-system energy, in GWh
S = Sales, in GWh
C = Company use, in GWh
L = Losses and Unaccounted for Energy, in GWh
N-S = L + C;L = N-S-C
L, as percentage of net-to-system energy = (L / N) x 100
■ A lower percentage means lower loss due to heat,
company use, or theft.

Appendix A

Category

Performance Metric

Description
■ The Companies' RPS Status Report is filed annually
with the Commission and calculates the RPS
percentage based on total sales for the previous
calendar year in accordance with the RPS law.

Renewable Portfolio Standard
("RPS") Compliance

■ This RPS Compliance metric estimates the percent of
total sales that is represented by renewable energy.
■ This metric reflects how the RPS has been calculated
since 2015, with electrical savings from energy
efficiency and solar water heating not counted
towards achievement of RPS compliance.

■ The System Renewable Energy metric differs from the
RPS Compliance metric because it estimates the
percent of total net generation that is represented by
renewable energy rather than being based on sales.
This metric also does not include customer-sited
renewable generation.
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System Renewable Energy
("System RE")

■ Net generation is the amount of electricity generated
from IPPs and utility power plants that is transmitted
to the utility grid from the source (I.e., power plant).

#Y'

■ Sales are lower than net generation due to losses in
transmitting the electricity from the source to
customers. Therefore, the System RE metric will result
in values lower than the RPS Compliance metric since
customer-sited renewable generation is not included
and net generation is used instead of sales.
■ The Total RE metric differs from the RPS Compliance
metric because it is based on total energy and not
sales.
■ Similar to the RPS Compliance metric, customer-sited
renewable generation is included as part of generated
renewable energy and is also added to the total net
generation of the system.

Total Renewable Energy
("Total RE")
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Category

Performance Metric

Description
The Amount of Renewable Energy Generation
Curtailment metric estimates the amount of energy
that may have been available from renewable energy
resources but could not be accepted onto the grid. At
times when the output from renewable energy
resources exceeds the ability of the grid to accept
that energy, the output of one or more curtailable
resources must be reduced so that the balance of
total system generation and total system demand can
be maintained.

Amount of Renewable Energy
Generation Curtailment
>
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The output of renewable energy resources may be
curtailed by the system operator for other reasons
including (a) failure of a facility to meet performance
standards, (b) system constraints that are mitigated
by reduction in the facility output, and (c) localized
system maintenance requiring reduction in output
from the facility. There are also occasions where
curtailment occurred at the request of the facility,
such as high wind speed conditions, maintenance of
equipment, and other operational conditions.
The amount of curtailed energy is not a measurable
quantity. It can only be estimated by calculating a
theoretical production potential and comparing that
against the amount of energy actually accepted onto
the grid, which Is measurable. The amount of
curtailed energy is the difference between these two
quantities.
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Amount of Renewable Energy
Generation Curtailment by
Category

There are many specific reasons for curtailing
renewable energy. Some conditions and activities are
rare and occur very infrequently, while other
situations are more commonplace. To simplify and
categorize the causes of curtailment events, the
Companies have adopted the following three
curtailment categories:

Appendix A

Category

Performance Metric

Description
1.

Oversupply: Curtailment Is required to maintain
the balance of the total system generation and
total system demand. This condition includes the
commitment and dispatch of all system
generators that are required to operate for good
engineering and operating reasons. Curtailment
for oversupply usually follows the facility
curtailment seniority.

2.
Amount of Renewable Energy

System Constraint: A system problem or situation
that is best addressed with the curtailment of a
particular facility. Hence, curtailment does not
observe the curtailment seniority.

Generation Curtailment by
Category (cont.)

3.

>
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Facility Requested: Curtailment enacted in
accordance with a request from a renewable
energy generating facility. As an example, the
renewable wind energy facilities may make this
request during high wind speed periods to
prevent wind turbine generator equipment
damage.
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■

This metric estimates the amount of curtailed energy
in the three curtailment categories.
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This metric tracks the number of participants and
capacity of the Companies' Net Energy Metering
(NEM) program.

■

The NEM program is governed by the Rule 18 tariff
and enrollment Into the programs Is either through
the Appendix 1 agreement (for systems 10 kW and
below in capacity) or through the Appendix II
agreement (for systems above 10 kW up to and
including 100 kW in capacity). Residential customers
typically seek enrollment under the Appendix 1

Number of NEM Program
Participants and Capacity of
NEM Program

agreement.
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Category

Performance Metric

Description
On October 12, 2015, the Commission issued Decision
and Order No. 33258 which closed the NEM program
to new participants and approved interconnection
under new customer self-supply ("CSS") and customer
grid-supply ("CGS") options as a transitional market
structure for distributed generation resources. The
NEM program was fully subscribed as of October 13,
2015.

Number of NEM Program
Participants and Capacity of
NEM Program (cont.)
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The Amount of Energy Exported by NEM Program
Participants measures the total amount of energy (in
kilowatt hours [kWh]) exported to the grid by NEM
customers (all rate classes) on a consolidated and
individual company basis.
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Amount of Energy Exported by
NEM Program Participants

The total amount of energy exported to the grid is the
amount of energy produced by the customer's
renewable energy system net customer loads.
This metric contains data for NEM program
participants (those customers who have an executed
NEM contract and net meter installed as defined by
the Rule No. 18 tariff) and does not include other
renewable programs such as Feed-In-Tariff ("FIT") or
Standard Interconnection ("SIA").
The Customer Transaction Satisfaction Survey
measures satisfaction among customers who have
called the Company to request a change In service,
report trouble (e.g., power outages), or Inquire about
their bill.

o>
u

2

o>

{/)

w
0>

E
o

The results of this survey are used by the Customer
Service Department to monitor the quality of service
provided and to identify areas where that service can
be Improved.

Customer Transaction Survey
Results
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The overall satisfaction score Is based on a 0 to 100
point scale. The score measures customers'
satisfaction with the way the request was handled in
total, that is from the time the customer contacted
the Company until the service was completed.
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Category

Performance Metric

Description
The Call Center "Service Level" is an industry measure
of customer service performance and call distribution.
It is defined as the percentage of calls answered
within 30 seconds.

"Service Level" (Percentage of
Customer Calls Answered
Within Thirty Seconds)

In May 2012, the Companies implemented a new
Customer Information System ("CIS") which replaced
the previous 20-year-old billing system. With the
implementation of a new billing format and changes
In operational procedures associated with the new
CIS, call volumes temporarily Increased substantially.
As a result. Service Levels declined significantly.
Acclimation to the new CIS, additional staffing and
training, improved efficiencies and the phased-in
deployment of a new Interactive Voice Response
system has helped improve Service Levels.

9i

u

This metric reports the number of (1) informal
customer complaints, (2) formal customer complaints,
and (3) escalated executive complaints, received by
the Companies over a given period of time.
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Customer Complaints

By tracking customer complaints, the Companies can
resolve issues for individual customers through
corrective/preventative actions, where appropriate.
In addition, the Companies are able to analyze trends
that help prioritize customer service investment and
Improvement opportunities.
Billing Accuracy measures the average percentage of
bills that do not need to be rebllled or reprinted.

Billing Accuracy

The Companies calculate Billing Accuracy by dividing
the number of printed bills excluding rebilled and
reprinted bills by the total number of printed bills
produced during a given time period.

Appendix A

Category

Performance Metric

Description
Percentage of Meters Read measures the percentage
of bills produced that use actual meter reads as
opposed to estimated reads, during a given period.
The number of bills produced from actual meter reads
Is the difference between the total number of bills
produced and the number of bills produced from
estimated meter reads. A bill may be estimated when
the Company Is not able to access the meter. The
total number of bills includes bills that are reprinted
or rebilled.

Percentage of Meters Read

The Companies measure the interval for start service
orders, stop service orders, and meter re-read orders.
For start and stop service orders, the Interval is
defined as the average number of days between the
date a customer requests electricity service to start or
stop ("commitment date") and the actual date the
Companies' field personnel start or stop ("service
fulfillment date") service to the customer. Lower
order interval values are better than higher values.
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For start service intervals, the metric measures start
service requests for locations that already have
electrical service facilities (meter, service line, meter
socket) and just require the dispatch of Company field
personnel to turn on the meter and take a reading.
For stop service Intervals, the metric measures "stop"
service requests that involve Company field personnel
performing a final meter read and in some cases
turning off the meter.
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Orders and Appointments

For meter re-reading orders, the Companies measure
the interval from the time a customer submits a
reread request ("request date") to the actual date the
Companies' field personnel re-reads the meter
("fulfillment date").
The Companies also measure the Percentage of
Appointments Met as the percentage of requests for
start, stop, and meter re-read services as defined
above that have commitment dates that match the
service fulfillment date.
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Category

Performance Metric

Description

Shareholders help provide upfront funding for the
Companies' capital improvement projects. The
Commission determines a reasonable "return on
equity" {"Authorized ROE") or profit for shareholders.
Although this profit is what is authorized by the
Commission, it does not mean that shareholders are
guaranteed this level of profit. In each company's rate
case, the Commission determines the Authorized ROE
after reviewing the company's and interveners'
positions regarding the company's composite cost of
capital (which includes the return on equity).
Book ROE is a measure of a company's actual profit or
"return" on shareholders' investments. Ratemaking
ROE is a measure of a company's profit or "return,"
adjusted for Items not included in rates, on rate base
investments funded by shareholders.
Ratemaking Return on
(Q
U

Common Equity ("Ratemaking
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ROE")

The primary difference between the Book ROE and
the Ratemaking ROE is due to items that are not
included in rates. For example, incentive
compensation and certain other costs are incurred by
the Companies as part of running their business, but
those costs are not paid by customers. Therefore,
they are excluded when determining ratemaking
profit, resulting In a higher Ratemaking ROE than
Book ROE.
At the end of each year, the Ratemaking ROEs are
used to determine whether there will be any sharing
of actual earnings that exceed the Commission's
Authorized ROEs. Under the current method of
calculating rates called Decoupling, each Company's
Ratemaking ROE as of December 31 is compared to Its
Authorized ROE. If the Ratemaking ROE as of
December 31 exceeds the Authorized ROE, a portion
of excess earnings is credited to customers through
the earnings sharing mechanism.
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Category

Performance Metric

Description
■ Credit rating agencies evaluate a company's ability to
repay debt. Based on their assessment using their
methodology, they assign credit ratings (Grades A, B,
C, etc.).
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Credit Ratings

tZ

■ The credit rating impacts a company's ability to
borrow money and the interest rate which it has to
pay. The lower the rating, the higher the interest cost.
Conversely, the higher the rating, the lower the
interest cost. The cost of debt (weighted average
interest rate) is included in each company's
composite cost of capital which becomes the rate of
return on the average rate base embedded in electric
rates that the Companies charge their customers.
■ TCIR is calculated as follows: The number of
Occupational Safety and Health Administration
(OSHA) recordable cases multiplied by 200,000
productive hours (I.e. 2,000 work-hours per year per
employee multiplied by 100 employees) divided by
the total number of productive hours for the year.

Safety

Total Case Incident Rate

Lost Time Rate

■ OSHA defines a recordable injury or illness as a workrelated incident that results in death, days away from
work, restricted work or transfer to another job,
medical treatment beyond first aid, or loss of
consciousness. The lower the TCIR, the better the
performance.

■ LTR is calculated according to OSHA guidelines as
follows: The number of Lost Time cases (a workrelated injury or illness that results in an employee
being unable to work a full assigned work shift)
multiplied by 200,000 productive hours (i.e. 2,000
work-hours per year per employee multiplied by 100
employees) divided by the total number of productive
hours for the year.
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■

>
4-«

£
ra
(/)

■ This also excludes injuries and fatalities of utility
employees and contractors that are constructing,
maintaining, or servicing the electric power
generation, transmission and distribution system
(includes power plants, substations, and equipment
related to transmission and distribution lines), as
these are not general public Incidents and are
reported elsewhere.

Public Safety Incidents

Cost of Final Delivered Energy
to Customers by Rate Class for
Each island System

■ The Cost of Final Delivered Energy to Customers by
Rate Class is calculated as the average revenue per
kWh by rate class by island (In cents per kWh).

■
(/)
0)
c
>
0^

c
ra

Public safety incidents are injuries, which are caused
by or occur in connection with the utility's operations,
that result in a fatality or the injured being admitted
Into a hospital. This excludes motor vehicle accidents
involving utility equipment or facilities.

Vi

Contributing Cost Components

**
(D

to Customer Rates

For the Contributing Cost Components to Customer
Rates metric, the Companies provide the cost
components that comprise the average rate per kWh
for each island system, including both the base rates
set in rate case proceedings and surcharges that are
in effect at the indicated points in time.

■ The nine major cost components that comprise the
average rate per kWh are: (1) Fuel, (2) Purchased
Power, (3) Operations and Maintenance ("O&M"),
(4) Taxes, (5) Return, (6) Depreciation, (7) Revenue
Balancing Account ("RBA") Rate Adjustment, (8)
Public Benefits Fund Surcharge, and (9) Other. For
further details and definitions, please see HECO's
website on Key Performance Metrics.
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Description
■ The Companies recover fuel and purchased energy
costs through base electric rates and through the
Energy Cost Adjustment rates.
■ Cost recovery for the Companies' fuel costs for its
own generating units depends on how efficiently fuel
is converted to kWh output compared to a target
efficiency rate that is established in a rate case and
approved by the Commission.

Recovery of Fuel and
Qi
3
C

Purchased Energy Costs

>
0>

ec

■ The level of cost recovery depends on a certain range
of the target (the "deadband", approved by the
Commission). If fuel cost efficiency is within the
deadband, actual fuel costs are recovered in full.
■

■D
C
(D
tA

Q)

ra

If fuel cost efficiency is better than the high efficiency
point of the deadband around the target, cost
recovery will be higher than actual fuel costs.

■ If fuel cost efficiency is poorer than the low efficiency
point of the deadband around the target, cost
recovery will be lower than actual fuel costs.

oc

Time of Use Metric

■ The Time of Use metric has two categories: nonelectric vehicle customers and electric vehicle rate
customers.
■ The values reported represent the number of active
contracts in the Identified month.

&0

o

o
c
u
o
H

(3ifl

c
OJ

E

Demand Response

■ The Demand Response ("DR") metrics report the
Companies' total amount of capacity, in megawatts
("MW") (customer-level), that has been enrolled in
the Companies' current DR Programs (residential &
commercial sectors). These metrics will include other
DR programs implemented by the Companies in the
future. Additionally, utilization metrics, such as the
number of events, and event duration, are reported
as part of the Companies' metrics.

UJ
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■

The Companies' Energy Storage metric accounts for
both energy storage systems owned and operated by
the Companies and for those owned and operated by
IPPs.

■

The amount of power (i.e., capacity) in MW is
reported for the Companies, the IPPs and the
cumulative total for the both the Companies and IPPs
combined.

■

The amount of energy stored in megawatt hours
{"MWh") also is reported for the Companies, the IPPs
and the cumulative total for both the Companies and
IPPs combined.

0)

*5b
o
c

X

H

Energy Storage

QO

C

'5b
c

LJJ
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