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MOTION FOR CLARIFICATION AND/OR
PARTIAL RECONSIDERATION OF DECISION AND ORDER NO. 36230
HAWAIIAN ELECTRIC COMPANY. INC. ("Hawaiian Electric"). HAWAIT
ELECTRIC LIGHT COMPANY, INC. (’‘HawaiT Electric Light’*), and MAUI ELECTRIC
COMPANY, LIMITED (“Maui Electric”) (collectively, the “Hawaiian Electric Companies” or
the "Companies") hereby respectfully move the Honorable Public Utilities Commission of the
State of HawaiT ("Commission") to clarify and/or partially reconsider Decision and Order No.
36230, filed on March 25, 2019 in Docket No. 2018-0141 (“D&O 36230”). A hearing is not
requested on this Motion.
I.

INTRODUCTION
By this Motion, the Companies seek clarification and/or partial reconsideration of the

following areas of D&O 36230 - (1) MPIR recovery of deferred costs for Hawaiian Electric; (2)
depreciation rates and useful life of advanced meters; and (3) the calculation and timing of the
variable cost recovery cap. The Companies also lay out their ancicipated deployment approach
given the Commission's deployment guidance.

’

As to MPIR recovery in general, the Commission found that MPIR recovery for the costs
of Phase 1 should be allowed, with certain modifications.* However, with regard to deferred
costs (/>., meter headend and MDMS costs) in particular, although the Commission approved
recovery of deferred costs through the MPIR mechanism for Hawaii Electric Light and Maui
Electric, it did not expressly include recovery of Hawaiian Electric's deferred costs through the
MPIR mechanism.^ Without such approved recovery, all deferred costs would need to be
recovered as part of Hawaiian Electric's 2020 test year rate case. This could leave Hawaiian
Electric with a gap in its ability to recover all prudent costs incurred, as there will not be a full
year of amortization incurred in the 2020 test year in light of the anticipated in-service date in
late 2020 (or in the event the in-service date were to extend past 2020). The Companies
therefore respectfully request that the Commission clarify and/or partially reconsider its finding
in D&O 36230 in order to allow all three Companies to recover deferred costs through the MPIR
mechanism, to the extent such costs are not included in base rates.
Regarding depreciation rates and useful life of advanced meters, the Companies
respectfully request clarification and/or partial reconsideration of the Commission's finding of a
30-year useful life-^ to instead reflect the accounting and ratemaking treatment proposed by the
Companies in the Application and as supported in the record in this proceeding. In particular,
the Companies note that the 30-year useful life was intended for purposes of estimating bill
impact only, and that the Companies had otherwise proposed and intended to use the latest
Commission-approved depreciation rate and average service life for the advanced meters, and to

‘ D&O 36230 at 36.
^ See id at 41, footnote 114,
5 See D&O 36230 at 58.

thereafter reassess the advanced meters' depreciation rate and average service life in the next
depreciation studyThe Companies believe that such partial reconsideration and/or clarification
is necessary to ensure the Companies are not precluded from taking appropriate action with
respect to advanced meters in the next depreciation study proceeding.
With regard to the variable cost cap, the Companies respectfully request clarification that:
(1) the variable cost recovery caps as calculated in this Motion accurately reflect the
Commission’s intended variable cap dollar figures; and (2) actual costs will be compared against
the variable cost recovery cap at the end of Phase 1.
Finally, for the Comission’s information, the Companies describe their anticipated
deployment approach, consistent with the Commission's guidance in D&O 36230, which
encouraged the Companies to look beyond participation in customer programs to determine
optimal timing, location, and sequencing of new investments and to deploy faster and more
broadly.
II.

LEGAL STANDARD
“A motion seeking any change in a decision, order, or requirement of the commission

should clearly specify whether the prayer is for reconsideration, rehearing, further hearing, or
modification, suspension, vacation, or a combination thereof The motion shall be filed within
ten days after the decision or order is served upon the party, setting forth specifically the grounds
on which the movant considers the decision or order unreasonable, unlawful, or erroneous.”
Hawai-i Administrative Rules ("HAR”) § 16-601-137.^

* See Application, Exhibit C at 2, Exhibit 1 at 6.
^ As D&O 36230 was filed by the Commission on March 25, 2019, and served on the Companies via U.S. Mail, the
present Motion is timely.

Clarification and modification is proper where ”[i]t was not the commission's intent" to
cause or bring about a result or consequence through the language of an existing order, see In re
Hawaiian Elec. Co., Inc., Docket No. 03-0036. Order No. 21463 (Nov. 17, 2004), or where it is
necessary to correct “implications" or to ensure “consistency" with existing law. see In re
Hawaiian Elec. Co., Inc., Docket No. 05-0276, Order No. 22858 (Sept. 15, 2006), or where a
particular finding or statement constitutes an “inadvertent error,'" see In re Laie Water Co., Inc.,
Docket No. 00-0017. Order No. 18479 (Apr. 11,2001), or where "there may be some confusion
regarding" the applicability of an order, see In re Waikoloa Water Co., Inc., Waikoloa Sanitary
Sewer Co., Inc., Waikoloa Resort Utilities, Inc., & Hawaii Water Serv. Co., Inc., Docket No.
2008-0018 (Mar. 12.2009).
A motion for clarification should be granted, and the language of an order appropriately
modified, where it is reasonable to do so. In re Haw’aiian Elec. Co., Inc., Docket No. 05-0276,
Order No. 22858 (Sept. 15. 2006) (“Accordingly, the commission finds it reasonable to grant
HECO's Motion for Clarification and amend ordering paragraph no. 1 [.]"); In re Polynesian
Adventure Tours, LLC, Roberts Tours & Transp., Inc., & Carry-All, Inc., Docket No. 2016-0160,
Order No. 34101 (Nov. 9. 2016) ("the commission finds the requests for clarification,
reconsideration, and/or modification ... to be reasonable, and therefore orders the
following ....”).
“[T]o succeed on a motion for reconsideration, the movant must demonstrate that the
commission’s decision or order was “unreasonable, unlawful, or erroneous.’" In re Hawaiian
Elec. Co., Inc., Docket No. 05-0069, Decision and Order No. 22921. In evaluating a motion for
reconsideration, the Commission considers "whether matters have been overlooked or
mistakenly conceived." Id. {citing In re Gray Line Hawaii. Ltd.. Docket No. 96-0217. Decision

and Order No. 15380 (Feb. 25, 1997) and In re Kauai Elec. Div. of Citizens Utilities Co., 61
Haw. 166, 195 (1978)).
III.

DISCUSSION
A.

Clarification and/or Partial Reconsideration Regarding Cost Recovery.

The Companies respectfully request clarification and/or partial reconsideration regarding
two aspects of D&O 36230 that touch upon the Companies* proposed cost recovery: (1)
Hawaiian Electric's recovery of deferred costs; and (2) the depreciation rates and useful life of
advanced meters.
1.

Hawaiian Electric's Recovery of Deferred Costs

In D&O 36230, the Commission found that Phase 1 is an eligible project and meets the
specific qualifying criteria in the MPIR Guidelines; however, the Commission noted several
matters that will require further examination or exception to specific aspects of the Companies’
proposed interim cost recovery. With respect to the Companies' recovery of deferred costs, the
Commission stated;
The commission approves the proposed deferral of the software
and other costs for the meter headend and MDMS elements of
Phase 1, and the requested recovery of the deferred costs through
the MPIR mechanism for HELCO and MECO.'
D&O 36230 at 41 (footnote numbering per original). Footnote 114 provides:
The commission notes that the meter headend and MDMS projects
for HECO are scheduled to go into service in the 2020 test year in
HECO next general rate case and that the deferred costs for these
projects are not expected to be recovered through the MPIR
mechanism.
Application, Exhibit J.
Id. (underline in original).

The Companies request clarification and/or partial reconsideration that Hawaiian Electric
will be allowed to recover the Deferred costs of Phase 1 "‘through the MPIR Mechanism until
base rates that reflect the revenue requirements associated with the ... Deferred Costs of the
project take effect in a future rate case. ..

It appears, the Commission approved this

requested treatment for purposes of Hawai‘i Electric Light and Maui Electric, but did not
expressly include Hawaiian Electric's recovery of deferred costs {i.e., meter headend and MDMS
costs) through the MPIR mechanism. Without approved recovery through the MPIR adjustment
mechanism, all such costs would need to be recovered as part of Hawaiian Electric's 2020 test
year rate case. This could leave Hawaiian Electric with a gap in its ability to recover all prudent
costs incurred, as there will not be a full year of amortization incurred in the 2020 test year in
light of the anticipated in-service date in late 2020.^ In addition, while the Companies anticipate
in-service of the meter headend and MDMS by the end of 2020,^ the deployment strategy in light
of D&O 36230 and/or other circumstances may result in an in-service date in 2021. If such
circumstances arise, without approval to utilize the MPIR adjustment mechanism for recovery of
these deferred costs. Hawaiian Electric may be without a mechanism to recover such prudently
incurred costs.
Accordingly, the Companies respectfully request that the Commission clarify and/or
reconsider its finding in D&O 36230 in order to allow all three Companies to recover deferred

5^^ Application, Exhibit D (Interim Recovery) at 1.
’ Moreover, Hawaiian Electric would not be able to realize a return on its full investment because when a project
goes into service in a test year, the test year revenue requirements are typically based on a simple average which has
zero in the beginning of year balance and the investment in the ending of year balance. Thus, effectively Hawaiian
Electric would only be able to realize a return on half of its investment. This half-year return on investment will
remain until the next rate case unless an additional recovery mechanism is allowed.
® See Application, Exhibit B (Project Justification M'ith Business Case Support) at 8, Figure 2.

costs through the MPIR mechanism, to the extent such costs are not included in base rates. If the
Commission is not inclined to allow Hawaiian Electric to recover its Deferred Costs through the
MPIR adjustment mechanism, then in the alternative, the Companies request approval for
Hawaiian Electric to recover its Deferred Costs using one of the proposed alternatives set forth in
the Application, namely through:
(i) the Renewable Energy Infrastructure Program (REIP) Surcharge approved in the
Decision and Order filed on December 30, 2009 in Docket No. 2007-0416, until base
rates that reflect the revenue requirements associated with the Deferred Costs take effect
in a future rate case; or
(ii) a rate case (/>., 2020 test year), with approval to forward-normalize the full year
amortization costs in the test year, with amortization of the Deferred Costs commencing
when base rates that reflect the Deferred Costs take effect, and include in the beginning
and ending rate base the full amount of deferred cost in determining rate base.
The Companies also note that the Application did not include a specific request to
recover incremental, ongoing post-in-service O&M costs related to the meter headend and
MDMS. These include maintenance and annual licensing related costs which, with an
anticipated late 2020 in-service date, may create circumstances that preclude the Companies
from recovery of some or all of such prudently incurred costs. Per the Commission’s direction,
the Companies are developing a “methodology for calculating and tracking Phase 1 's
quantifiable benefits, including identification and quantification of reductions in utility expense”^
which may offset these incremental O&M system costs. The Companies plan to file their

^ See D&O 36230 at 40.

proposal and additional details regarding incremental O&M recovery in their filing regarding the
timing and frequency of MPIR adjustments for Phase 1 for further review by the Commission.'*^
2.

Depreciation Rates and Useful Life ofAdvanced Meters

The Companies request clarification and/or reconsideration with regards to the proposed
30-year useful life of advanced meters, as this period was used for purposes of estimating the bill
impact of Phase 1 implementation and was not intended for purposes of determining depreciation
rates.
In the Application, the Companies may not have been clear that they proposed and
intended to use the latest Commission-approved depreciation rate and average service life for the
advanced meters, and reassess the advanced meters' depreciation rate and average service life in
the next depreciation study. Exhibit C to the Application provided:
The Companies propose to depreciate the new advanced meter
costs using the latest commission-approved depreciation rate for
meters, beginning January I following the year the meters are
capitalized. The Companies will address the impact to the meter
depreciation rate and average service life as a result of the
advanced meters in the Companies’ next depreciation study.
Application, Exhibit C {Accounting and Ratemaking Treatment) at 2.
As stated in Exhibit 1, which set forth the Companies’ estimated bill impact:
Depreciation and amortization assumptions are based on the
expected useful life of the investment. Depreciation is forecasted
to begin the year after the asset is placed into service. In reality,
depreciation will be based on current Commission-approved
depreciation rates.

See id. at 42.

Application. Exhibit I {Bill Impact) at 6 (emphasis added). The Companies reiterated this point
in their Reply Statement of Position:
The Companies propose to depreciate the new advanced meter
costs using the latest Commission-approved depreciation rate for
meters. The Companies also propose addressing any impact to the
meter depreciation rate and average service life, as a result of the
proportional advance meter deployment, in the Companies' next
depreciation study.
Companies’ Reply Statement of Position ("RSOP’') at 54.
Thus, while a 30-year useful life period for the advanced meters was assumed for
purposes of estimating bill impacts, the Companies did not intend for such period to supersede or
replace the latest approved depreciation rate and average service life, preclude a revision or
re-determination of the depreciation rate and service life in a future depreciation study
proceeding, or indicate that the useful lives of the advanced meters are 30 years.
However. D&O 36230 provides:
The commission accepts the Companies' proposed thirty-year
useful life for advanced meters for purposes of determining
depreciation rates. The commission does not, however, guarantee
continued return and depreciation on the advanced meters in future
years if meters are taken out of service prematurely due to
obsolescence or failure.
D&O 36230 at 58.
The Companies apologize for any confusion, but respectfully request that the
Commission reconsider and/or clarify the above finding to reflect the Companies' accounting
and ratemaking treatment proposed in the Application and supported in the record to this
proceeding. The Companies believe that such reconsideration and/or clarification is necessary to
ensure the Companies are not precluded from taking appropriate action with respect to advanced
meters in the next depreciation study proceeding.
9
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In addition, if the Companies are successful in deploying “more advanced meters, faster
and more broadly than [the Companies] proposed in the Application,"'* the Companies may need
to propose to the Commission alternatives to the approved accounting and ratemaking treatment.
B.

Clarification of Per-Meter Variable Cost Recovery Cap,

As part of D&O 36230, the Commission implemented variable cost recovery caps for the
advanced meters project and the telecommunications network project, resulting in a per-meter
cap on cost recovery for each project.'^ Specifically, for the advanced meter project, recovery is
capped for each meter at the lower of actual costs or the proposed aggregated costs for all
Companies divided by the estimated number of advanced meters deployed in Phase I
(175.170).'^ Similarly, for the telecommunications network project, per-meter recovery is
capped at the lower of actual costs or the proposed aggregated costs for all Companies divided
by the estimated deployed Phase I meters (175,170).''* However, D&O 36230 did not provide
the specific calculated dollar amount for the variable cost recovery cap. In addition, the timing
of implementation of the variable cap is not clear - whether the cap is to be compared against
actual deployment costs at the end of the five year Phase 1 project or at some shorter interval.
Based on the Commission's guidance, the Companies calculated the per meter cost
recovery cap for the advanced meters project'"’ and for the telecommunications network

'' See D&O 36230 at 26 (“In implementing these cost recovery caps, the commission wishes to make clear that the
Companies may deploy more advanced meters, faster and more broadly than they propose in the Application, and
should consider doing so.").
'-See D&O 36230 at 25.
'■’See D&O 36230 at 25-26.
See id
at
and the basis for conlidcntiality.

Exhibit “A," attached hereto, identifies the redacted information
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project.'^ In addition, as further discussed in Section III.C.I. below, the Companies believe that
the variable cost recovery cap should be compared against actual costs at the end of Phase 1 as
this would most accurately reflect overall, aggregated project costs.
Accordingly, the Companies respectfully request clarification that: (1) the calculated
variable cost recovery caps accurately reflect the Commission's intended variable cap dollar
figures; and (2) actual costs will be compared against the variable cost recovery cap at the end of
Phase 1.
C.

Companies'Anticipated Deployment Approach, Consistent with
Commission Deployment Guidance.

As reflected in D&O 36230. although the Commission generally supports a proportional
approach, the Commission also gave guidance that this approach should not limit cost-effective
deployment, that exclusively tying investments to customer program participation may
unnecessarily limit value, and that the Companies should "comprehensively evaluate grid needs
to determine optimal timing, location, and sequencing of new investments." Specifically, the
Commission stated:
The commission generally supports the Companies' approach to
grid architecture and deploying grid and network investments
proportionally to meet customer needs. But this proportional
approach should not limit cost-effective deployment of distribution
automation, advanced meters, or other grid investments. Tying
such investments exclusively to customer DER adoption may
unnecessarily limit their value. Therefore, the Companies should
comprehensively evaluate grid needs to determine optimal timing,
location, and sequencing of new investments.'^

Estimated at|
”D&0 36230 at 26.

Consistent with these concerns, the Commission emphasized that by implementing the
variable cost recovery caps, it wished to “make clear that the Companies may deploy more
advanced meters, faster and more broadly than they propose in the Application, and should
consider doing so"'^ - in other words, D&O 36230 expressly allows cost recovery for faster and
broader deployment beyond that contemplated under the proportional approach proposed in the
Application:
The per-meter cost recovery cap allows the overall approved costs
of Phase I to be higher than the $86.7 million proposed in the
Application, if Companies exceed their proposed advanced meter
deployment in Phase 1.'^
As set forth below, the Companies intend to adjust their implementation approach to
factor in the impact of the telecommunications network project variable cost recovery cap so as
to foster higher density deployment and also will include assessment and deployment to address
grid needs.
Impacl of Telecommunications Netw'ork Project Variable Cost
Recovery Cap
The Companies anticipate that a mix of technologies will be deployed across the various
neighborhoods in the service territory, which will result in a range of telecommunication costs
per meter installed. The Companies are interpreting the Commission's order in line with the
illustration below where, in aggregate, telecommunication cost will be calculated per installed
meter and compared against the variable cost recovery cap, thereby encouraging higher density
telecommunications deployment.

Id.
D&O 36230 at 27. See also id. at 55 (“The cost recovery caps allow cost recovery for faster and broader
deployment of advanced meters than the Companies propose in the Application, and the Companies should consider
doing so.”).

The Companies note that the telecommunications network project cost cap encourages
the Companies to keep the telecommunications network cost as low as possible while
maximizing the number of advanced meters connected to the network. This introduces
economies of scale for the deployment of the telecommunications network. As illustrated in the
example below, there will be instances of deployments where the cost per advanced meter will
be higher because there was not an adequate quantity of advanced meters deployed and
connected by the associated network. This will especially be true for the following scenarios:
•

Less populated or rural areas that do not have the density of customers that will have
an advanced meter (illustrated in Figure I, below, as Site 1); and

•

Areas that have an adequate density of customers, but only a small percentage of
customers have signed up for programs that will require an advanced meter
(illustrated in Figure 1, below, as Site 3).

As a result, under the variable cost recovery cap, there needs to be deployments with a dense
population of customers who also have received an advanced meter (illustrated in Figure 1 as
Site 2), which in return reduces the per meter aggregate mesh telecommunication network costs.
Thus, as shown in Figure 1, aggregating Sites 1, 2, and 3 results in a lower overall cost of
network deployments per advanced meter, and is also supportive of the Companies' view that
actual telecommunications network project costs should be aggregated and compared against the
variable cost recovery cap at the end of Phase 1.
Figure 1 also illustrates some of the anticipated challenges with achieving the per meter
telecommunications cost recovery cap under the proportional deployment approach, including
that reliance on customer program participation is not indicative of and will not necessarily result
in geographical density; relatedly, as indicated above, geographically diverse participation and

deployment will result in a higher network cost per advanced meter. Therefore, consistent with
the Commission’s guidance in D&O 36230, the Companies anticipate that other approaches may
be needed to achieve this cap (including those described below), and will closely monitor the
impact of deployment approach on deployment costs as well as the variable cost cap.

Telecom Variable Recovery
(Illustrative Purposes Only)
Site 2

Site 1
$200K Network Cost

>100K Network Cost

2000 installed meters out of 2000 available

6000 installed meters out of 7000 available
$200,000

$100/meterfor telecom

2000 meters

$100,000

= $17/meter for telecom

6000 meters

Sites
Telecom deployment in aggregate for
comparison with the Variable Cap:
$150K Network Cost

$450,000

1000 installed meters out of 5000 available.

9000 meters

$150,000

$50/meterfor telecom

$150/meterfor telecom

1000 meters

Figure 1
2.

Anticipated Deployment Approach

In response to the Commission's guidance, noted above, which encouraged the
Companies to look beyond participation in customer programs to determine optimal timing,
location, and sequencing of new investments and to deploy faster and more broadly, the
14

Companies describe their anticipated deployment approach below. Although the proportional
deployment discussed in the Application emphasized program participation and new and
replacement meters,^^’ the proportional approach envisioned by the Companies under the Grid
Modernization Strategy also contemplates deployment in response to grid needs."'
In particular, the Companies will seek to systematically promote the benefits of advanced
meters to attract customers who have not already enrolled in customer programs that require an
advanced meter. By identifying these customers and their geographic locations, the Companies
plan to facilitate concentrated advanced meter deployments that will also yield the lowest cost
for the build-out of the associated telecommunication network (similar to Site 2 in Figure 1).
This approach will supplement deployment through customer programs and new and
replacement meters."^
In addition, the Companies will assess and identify areas of grid need that would benefit
from a broader deployment of advanced meters. For instance, areas where the Companies have
identified reliability issues may call for a broader deployment of advanced meters to enable the
Companies to monitor and respond faster to outages with immediate notification. Further, in
areas where there is already a high penetration of renewable resources, the deployment of
advanced meters will provide secondary voltage monitoring, helping to expedite review of
distributed energy resource applications and increase circuit hosting capacity. Broad deployment
of advanced meters will be used to validate existing circuit conditions and improve modeling
accuracy. The Companies will provide customers with reasonable advance notice of such grid

See Companies’ RSOP at 21.
See e.g., QMS at 33; Application at 37; Application, Exhibit A, at 7.
See Companies' RSOP at 21.

need deployments.^^ The Companies will further detail their proportional deployment plans in
their semi-annual report to be filed on July 1,2019,^^ which will include an assessment of
identified areas of grid need.
IV.

CONCLUSION
Consistent with the foregoing, and in light of the record in this proceeding, the

Companies respectfully request clarification and/or partial reconsideration of D&O 36230
regarding: (1) Hawaiian Electric's recovery of deferred costs through the MPIR mechanism; (2)
the Companies' depreciation rates and useful life of advanced meters: and (3) the calculation and
timing of the per meter variable cost recovery cap.
DATED: Honolulu, Hawai'i, April 8, 2019.

unisaki
Attorrfey for
HAWAIIAN ELECTRIC COMPANY, INC.
HAWAIT ELECTRIC LIGHT COMPANY, INC.
MAUI ELECTRIC COMPANY, LIMITED

Customers will have the ability to decline grid need deployments.
See D&O 36230 at 29. D&O 36230, at 57, provides that “[sjtarting on June 30, 2019, the Companies shall file in
this docket, semi-annual progress reports!,]” however, as June 30, 2019 falls on a Sunday, the Companies will file
the first such report on July 1,2019.
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