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	By this Order, the State of Hawaii Public Utilities Commission ("commission") institutes a proceeding to investigate the integrated grid planning ("IGP") process proposed by Hawaiian Electric Company, Inc, ("HECO"), Hawaii Electric Light Company, Inc. ("HELCO"), and Maui Electric Company, Limited ("MECO") (individually "Company," collectively, the "HECO Companies" or "Companies") in the IGP Report,^ and the resulting plans.
	^"Planning Hawaii's Grid for Future Generations, Integrated Planning Report", filed on March 1, 2018
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	Electric utilities use resource planning to identify long-term investments that can reliably meet electricity demand and public policy goals at a reasonable cost.^ with their IGP Report, the HECO Companies propose an ambitious and holistic new approach to power system planning. If implemented successfully, this new IGP process could accelerate the State's progress towards a clean energy future.
	2See Fredrich Karl, Andrew Mills, Luke Lavin, Nancy Ryan, and Arne Olsen, The Future of Electricity Resource Planning, LBNL {September 2016) ("The Future of Electricity Resource Planning"), at 3, available at https;//emp.Ibl.gov/sites/all/files/lbnl- lQ06269.pdf.
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	POWER SYSTEM PLANNING OVERVIEW AND CONTEXT
	A.
	Electricity Resource Planning Resource planning for electric generation began in the late 1970s during an era of transition with declining electricity demand, rising costs, and new federal environmental regulations.^ The resource planning process provides a forum for regulators, electric utilities, and stakeholders "to evaluate the economic, environmental, and social benefits and costs of different investment options."^ At its best, this process: (1) facilitates a discussion on goals, challenges, and strate
	^See The Future of Electricity Resource Planning at 3, 8
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	®See Rachel Wilson and Bruce Biewald, Best Practices in Electric Utility Integrated Resource Planning: Examples of State Regulations and Recent Utility Plans, Regulatory Assistance Project and Synapse Energy Economics, (June 2013) at 2, available at https://www.raponline.org/wp-cont6nt/uplQads/2016/05/ rapsynapse-wilsonbiewald-bestpracticesinirp-2013-jun-21.pdf.
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	In California, distribution resource planning is maturing into an annual grid needs assessment, a method for distribution investment deferral, and guidance for grid modernization.® Similar efforts are underway nationwide.® Although many of these efforts are in their early stages, collectively, they clearly signal a new focus on the distribution system and deeper consideration of its role in serving evolving customer needs.
	®See CPUC Rulemaking (r.) 14-08-013.
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	Meanwhile, utilities in Arizona, Indiana, New Mexico, North Carolina, and Oregon have proposed energy storage solutions in their integrated resource plans.
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	Evolution of Planning in Hawaii
	1.
	Integrated Resource Planning: 1990 - 2014
	http://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M209/K771/2 09771632.PDF.
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	environmental issues and cost-effective technologies and our unabated heavy dependency upon fossil fuel oil, the commission opened a proceeding in January 1990 to implement integrated resource planning in the State of Hawaii.In 1992, the commission adopted a Framework to govern integrated resource planning ("IRP")-^^ Between 1993 and 2007, each Company filed integrated resource plans, pursuant to the Framework. In November of 2008, the commission suspended its review of the HECO Companies' integrated resour
	^^In re Public Util. Comm'n, Docket No. 2009-0108,
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	variations in planning assumptions and forecasts as well as high level planning estimates of the costs and benefits of resource options [,]" and an independent entity to promote a timely, transparent, and meaningful process.^®
	i^Framework Order at 2.
	In the Inclinations, the commission concluded that it was incumbent on the HECO Companies to develop "a sustainable business model that explicitly governs the Companies' capital expenditure plans, major programs, and projects submitted for regulatory approval."22
	22inclinations at 29-30.
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	load generation resources."^s xhe commission directed the Companies to:
	250rder No. 32257 at 2.
	26Qrder No. 32052 at 72-73.
	27See In re Public Util. Common, Docket No. 2011-0206, Order No. 32053, filed on April 28, 2014 ("Order No. 32053"),
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	and distribution-level planning and operations.The commission approved the Proactive Approach in 2014.29
	2®Order No. 32053 at 16, 18 (citations omitted).
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	acquisition alternatives."^3 jn accepting the December 2016 PSIPs, and in response to the HECO Companies' June 2017 Draft Report, "Modernizing Hawaii's Grid for Our Customers,the commission directed the HECO Companies to file with the commission, by March 1, 2018, "a report that details the Companies' planning approach and schedule for the next round of integrated planning.
	33in
	Public Util. Comm'n, Docket No. 2014-0183,
	Order No. 34696, filed on July 14, 2017 ("Order No. 34696"),
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	identifying gross system needs, coordinating solutions, and developing an optimized, cost-effective portfolio of assets.^® Integrating the planning processes should allow a variety of distributed and grid-scale resources to provide power generation and ancillary services, potentially resulting in significant customer savings. The proposed IGP planning process is represented in the diagram below.
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	According to the IGP Report, . the first step in the process will begin before system planning commences. The HECO Companies propose to form a working group to assist in
	^^See IGP Report at 14 37IGP Report at 14.
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	development of the forecasts and input assumptions that will drive the planning process. The HECO Companies broadly categorize these inputs as: (1) Planning Requirements - such as system reliability and hosting capacity; (2) Input Assumptions - including market driven metrics like fuel costs; (3) Fixed Assumptions - i.e., metrics that the HECO Companies can control, such as PPA renewals or resource retirements; and (4) Customer Needs and Policy Goals,
	^^See IGP Report, Appendix B at 2 ^^See IGP Report at 2.
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	software, and optimize them based on cost and policy objectives The HECO Companies anticipate that this process will "produce an optimized portfolio of incremental resources and transmission and distribution assets to reliably and affordably operate the grid."^^ At the end of step four, the HECO Companies plan to submit a five-year plan with discrete investments, programs, and pricing proposals to the commission for its review.
	**^See IGP Report at 2. ^^IGP Report at 8.
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	with the first cycle beginning in 2019, resulting in the first plan by the end of 2020.^^
	^^See IGP Report at 15. ^~^See IGP Report at 19-20. ^®IGP Report at 19.
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	and more collaboration among stakeholders during the planning process.
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	regulations, practices, and service, and all matters of every nature affecting the relations and transactions between it and the public or persons or corporations.
	B.
	®^In re Public Util. Common, Docket No. 2017-0226, Order No. 35268, filed on February 7, 2018 ("Order No. 35268"), at 29.
	The IGP Report responds well to this guidance and the commission is optimistic it will afford the HECO Companies, stakeholders, and the commission the opportunity to realize long-standing goals. The commission supports an integrated planning approach that coordinates and informs planning across all levels of the power system (resource, transmission, and distribution), and that ensures safe, affordable, and reliable service to customers. The holistic approach to system planning described in the IGP Report pr
	54Certain aspects of the HECO Companies' distribution planning efforts, such as the integration capacity analyses included in the PSIPs, have been publicly accessible and the subject of stakeholder discussion in commission proceedings. However, the bulk of the distribution planning function has historically been conducted internally at the Companies.
	The commission supports the stated goals of the IGP Report, but recognizes that many critical details are yet unknown. Given the uncertainty inherent in this early stage of a new process, the commission, in conjunction with the Companies and stakeholders, intends to foster a process that is: (1) transparent; (2) inclusive; (3) coordinated with other planned capital investments and commission initiatives; (4) flexible so that it can improve with experience and adapt to new technologies, planning capabilities
	®®IGP Report at 19.
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	process will afford the HECO Companies, the commission, and stakeholders an opportunity to learn more about these potential structural changes. Thus, the commission will not rule on the request for a waiver from the Framework for Competitive Bidding at this time.
	^^See IGP Report at 19.
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	The commission appreciates the spirit of the HECO Companies' request and agrees that "it is essential that the comm\mity be engaged in a range of open, productive discussions to address the changes needed[,]" and that "we will all learn in this first IGP cycle and have the opportunity to improve going forward. Oversight through a docketed commission proceeding will not prevent the HECO Companies from accomplishing their stakeholder engagement objectives. The commission expects the HECO Companies to take a l
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	customer and stakeholder process will support and improve the resulting plans.
	®^See IGP Report at 18.
	Interested parties may review the IGP Report on the HECO Companies'
	®^see n.l, supra.
	®^With respect to public comments, the commission is not requiring the submission of hard copies of documents that are submitted electronically.
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	®'^The Consumer Advocate is statutorily mandated to represent, protect, and advance the interests of all consumers of utility service and is an ^ officio party to any proceeding before the commission. See HRS § 269-51 and Hawaii Administrative Rules ("HAR") § 6-61-62.
	2018-0165
	and to meaningfully participate in the discussion and resolution of same.
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	with HAR Chapter 6-61, Rules of Practice and Procedure Before the Public Utilities Commission.
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