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RULE NO. 19

Interconnection and Transmission Upgrades

A. GENERAL
1. Definitions

a. “Betterment” means and includes any upgrading to a facility made
solely for the benefit of and at the election of the Company, not
attributable to the interconnection requirements. The Betterment
includes any provisions for future expansion which cannot be
charged to replacement. It also includes any related system work
beyond that required for interconnection. If an existing facility
is replaced with one of greater functional capacity or capability,
the difference between the upgraded facility and a replacement
facility of equivalent functional capacity is considered
Betterment. It does not mean the substitution of a replacement
facility for an existing facility, that is, an underground facility
for an overhead facility, unless otherwise provided for in the RFP.

Example 1: A substation with a three breaker scheme is required to
connect the Generating Facility to the grid. If the Company
installs a substation with a six breaker ring bus scheme, the
difference between installing a substation with a three breaker
scheme and one with a six breaker scheme would be the Betterment.

Example 2: A transmission line needs to be upgraded to accommodate
a new Generating Facility. The existing line is designed to

withstand a 56 mph wind speed. The project includes upgrading the
facilities to withstand a 100 mph wind speed. The increase iIn the
design to the 100 mph wind speed criteria would be the Betterment.

Example 3: A transmission line needs to be upgraded to accommodate
a new Generating Facility. In response to the Company’s
application to upgrade the line, the Commission orders that the
line be placed underground. The cost difference between the
overhead upgrade and the installation of the underground facilities
would not be considered Betterment.

b. “Company®s Dispatch” means the Company’s sole and absolute right to
control, from moment to moment, through Supervisory Control, or
otherwise, and in accordance with good engineering and operating
practices in the electric utility industry, the rate of delivery of
energy offered by the bidder to the Company.

c. “Company"s System” means the electric system owned and operated by
the Company (to include any non-utility owned facilities)
consisting of power plants, transmission and distribution lines,
and related equipment for the production and delivery of electric
power to the public.
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“Distribution System” means all electrical wires, equipment, and
other facilities at the distribution voltage levels (such as 25kV,
12kV, or 4kV) owned or provided by the Company, through which the
Company provides electrical service to its customers.

“Framework” means the Framework for Competitive Bidding dated
December 8, 2006, adopted by the Commission in Docket No. 03-0372,
Decision and Order No. 23121, which provides the mechanism for
acquiring a future energy generation resource or a block of
generation resources by the Company.

“Generating Facility” means a bidder or utility-owned electrical
energy generation resource that is interconnected to the Company
electrical grid.

“Grid Connection Point” means the point at which Interconnection
Facilities connect to the Company’s System, normally the Company’s
transmission grid. Facilities from the Generating Facility to the
Grid Connection Point shall be considered Interconnection
Facilities (see examples given in Attachment A). The Grid
Connection Point will be identified in the IRS.

“Interconnection Agreement” means a contract with the bidder that
specifies the terms and conditions under which Interconnection
Facilities (and, in some cases, certain System Upgrades) will be
designed, installed, paid for, owned, operated and/or maintained.
In some instances, such terms and conditions may be included in the
PPA with a bidder, instead of in a separate Interconnection
Agreement.

“Interconnection Facilities” means the equipment and devices
required to permit a Generating Facility to operate in parallel
with and deliver electric energy to Company’s System and provide
reliable and safe operation of, and power quality on, the Company’s
System (in accordance with applicable provisions of the
Commission’s General Order No. 7, Company tariffs, operational
practices and planning criteria), such as, but not limited to,
transmission and distribution lines, transformers, switches, and
circuit breakers.

Example 1: A wind farm facility constructed on a neighbor island
(e.g- Molokai) that exports to the Company the energy it produces
would be required to install undersea transmission lines to
interconnect the Generating Facility to the Company’s System. The
undersea transmission lines and related facilities would be
considered Interconnection Facilities.
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Example 2: A proposed Generating Facility is remotely located in a
region of the island where there are no existing Transmission
System facilities. In this case, if the size of the Generating
Facility requires that it be tied to the existing Transmission
System, the new Transmission System facilities (i.e. all electrical
wires, equipment, and other facilities at the transmission voltage
level) constructed from the Generating Facility to the Company’s
existing Transmission System facilities would be considered
Interconnection Facilities.

J- “Interconnection Requirements Study (IRS)” means a study, performed
in accordance with the terms of the IRS Letter Agreement and with
the applicable terms of the RFP and any resulting PPA, to identify
the Interconnection Facilities, System Upgrades and other system
requirements and all associated costs to integrate the proposed
Generating Facility with the Company’s System, and includes a
detailed steady-state and a dynamic analysis. The IRS is conducted
by the Company or its consultant and the bidder is responsible for
the cost of conducting the IRS.

k. “Interconnection Requirements Study Letter Agreement (IRS Letter
Agreement)” means the letter agreement and any written, signed
amendments thereto, between the Company and the bidder that
describes the scope, schedule, and payment arrangements for the
IRS.

1. “IRP” means an electric utility’s Integrated Resource Plan that has
been submitted to the Commission for review and approval in the
utility’s IRP proceeding, in accordance with the Commission’s IRP
Framework.

m. “IRP Framework” means the Commission’s Framework for Integrated
Resource Planning, dated May 22, 1992, as amended by In re Public
util. Comm”’n, Docket No. 05-0075, Decision and Order No. 22490,
filed on May 26, 2006.

n. “Point of Interconnection” means the point of delivery of Energy
and/or Capacity supplied by the bidder to the Company, where the
facilities owned by the bidder interconnect with the facilities
owned or to be owned by the Company. The bidder shall own and
maintain the facilities from the Generating Facility to the Point
of Interconnection. The Company shall own and maintain the
facilities from the Point of Interconnection to the Company’s
System (see examples given in Attachment A). The Point of
Interconnection will be identified in the IRS.

0. “PPA” means a power purchase agreement or contract by the Company
to purchase firm capacity, energy, or both.
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p- “Renewable Energy Facility” means a Generating Facility that
generates electricity using renewable energy as the source.

q- “RFP” means a written request for proposal issued by the Company to
solicit bids from interested third-parties, and where applicable
from the Company or its affiliate, to supply a future generation
resource or a block of generation resources to the Company pursuant
to a competitive bidding process.

r. “Subtransmission System” means all electrical wires, equipment, and
other facilities at the subtransmission voltage levels (such as
46kV, 35kV, or 23kV) owned or provided by the Company, through
which the utility provides electrical service to its customers.

S. “Supervisory Control” means remote monitoring and/or control of a
Generating Facility’s power output and interrupting device status
by means of a communication channel that is acceptable to the
Company. For Generating Facilities intending to export power with
an aggregate export capacity greater than 250kW, computerized
supervisory control may be required to ensure the safety of working
personnel and prompt response to system abnormalities iIn case of
islanding of the Generating Facility. The Company shall determine
the need for supervisory control based upon the results of the
initial technical screening and/or IRS. Supervisory control shall
include at a minimum monitoring of: (a) gross generation by the
Generating Facility; (b) feedback of Watts, Vars, WattHours,
current and voltage; (c) Vars furnished by the utility; and (d)
status of the interrupting device. In addition, the supervisory
control will allow the Company to trip the interrupting device
during emergency conditions. Monitoring will be performed by
system dispatchers or operators at the Company’s control center.

t. “System Benefit” means a material increase in power flow capability
or in the reliability of the Company’s electrical system from a
system-wide perspective.

u. “System Upgrades” means improvements made to the Company’s System,
other than the Interconnection Facilities, required to provide
reliable and safe operation of, and power quality on, the Company’s
System (in accordance with applicable provisions of the
Commission’s General Order No. 7, Company tariffs, operational
practices and planning criteria) when the Generation Facility is
interconnected with the Company’s System (see Attachment A). Such
improvements may include, but are not limited to, new transmission
or distribution lines, reconstruction or reconductoring of existing
lines, circuit breakers, switches, transformers, buses, protective
devices, communications, and substation equipment and facilities.
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v. “Transmission System” means all electrical wires, equipment, and
other facilities at the transmission voltage levels (such as 138kV
or 69kV) owned or provided by the utility, through which the
utility provides electrical service to its customers.

2. Application of Tariff

This Tariff shall apply to an RFP issued pursuant to the Framework and
Interconnection Requirement Studies arising from the RFP process. In
the event that there is a conflict between any provision of this
Tariff and that of an RFP issued pursuant to the Framework and
reviewed by the Commission in accordance with Sections I11.B.2 and
IV.B.6.e. of the Framework, the provisions of the RFP shall prevail.
The terms and conditions established in a PPA arising from the RFP and
approved by the Commission shall ultimately control over the
requirements and terms of both this Tariff and the RFP.

3. Independent Observer

As established in the Framework, the duties and responsibilities of an
Independent Observer (10) include, among other duties and
responsibilities, reviewing and monitoring the Company’s
communications, methods, and implementation of this Tariff, the RFP
and related IRS processes.

B. INTERCONNECTION STUDY PROCESS FOR COMPETITIVE BIDDING
1. RFP Package Data -- available to all prospective bidders.

RFP packages issued by the Company shall contain general and regional
system information to provide prospective bidders with high level
guidance relating to the Company’s existing transmission
infrastructure. For example, RFP packages may include information in
the form of an island map with areas of the Transmission System
identified that are at or near their loading limits to provide high
level guidance to bidders on areas of the island with transmission
constraints. These constraints may include “load pockets”, which are
load-driven transmission constraints as well as areas of generation-
driven transmission constraints. Because transmission impacts are to
a large extent specific to the characteristics of supply-side
proposals, definitive transmission information cannot be provided in
these maps. Detailed geographic maps of the transmission system may
not be part of this information due to security concerns. Rather, a
map of the island with areas of the map shaded to identify areas
(rather than circuits) of transmission constraints, may be provided.
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In addition, the RFP shall include applicable transmission planning
criteria that will be used in the determination of interconnection
requirements and potential Transmission System impacts. The
information in the bid package will provide bidders with information
(a) that should help in the selection of the proposed project’s
characteristics, including project site, project size, and project
mode of operation, and (b) to estimate the interconnection
requirements associated with their Generating Facilities and the
opportunity to reflect the costs of the interconnection requirements
in their bids.

2. Information Requests During Bidding Process — available to all
prospective bidders.

During the bidding process, if a prospective bidder requires
clarification or additional technical or operational information
pertaining to the Company’s System, a written request with specific
questions may be submitted to the Company in accordance with the
requirements set forth in the RFP. The written request, specific
questions, and written Company response will be provided to all
bidders.

3. RFP Requirements and Threshold Criteria Screening — evaluation
performed on all bids received

Each bid received will be reviewed to ensure that it satisfies all of
the RFP and threshold criteria requirements. The Company will
determine whether each bid conforms to the specified RFP requirements
and meets the minimum threshold criteria. Applicable performance
standards may be part of the threshold criteria. These performance
standards may vary depending upon factors such as the size of the
generating resource(s) being acquired in the RFP, the Company’s
ability to dispatch the Generating Facility, the operational status
(e.g., as-available vs. firm) of the Generating Facility, and the fuel
type of the Generating Facility (e.g., run-of-the-river hydro may have
different performance standards from wind power).

4_. High Level Evaluation -- performed on all bids that pass threshold
screening in RFP process

a. All bids which pass the threshold screening in the RFP process will
undergo a high level evaluation consistent with the requirements
identified in the RFP, which will focus primarily on basic steady-
state analyses (e.g., identifying thermal line impacts, voltage
impacts, and any obvious “fatal flaws™).
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b. For each bid, a high level estimate of the costs of Interconnection
Facilities and required System Upgrades will be developed based
solely on the high level evaluation identified in Section B.4.a. of
this Tariff and on unitized cost estimates (e.g., $/mile for 138kV
line, $/transformer).

c. Results of the high level evaluation and high level estimate of the
costs of Interconnection Facilities and required System Upgrades
will be factored into the determination of which bids make the
short list based on the requirements specified in the RFP.

d. Basic curtailment analysis of the proposed Generating Facility and
related impacts to operations of existing Generating Facilities may
also be factored into the determination of which bids make the
short list based on the requirements specified in the RFP.

5. Full Interconnection Requirements Study — performed only on short list
bids.

a. An IRS shall be performed only for bid(s) that have met the RFP
requirements, passed the threshold criteria, and made the short
list, or as otherwise specified in the RFP.

b. An IRS would be performed either serially starting with the bid
evaluated as the most competitive at the point of the evaluation
process, then proceeding to the next most competitive bid on the
short list or in parallel on all or some of the short list bidders
simultaneously. The determination of whether or not IRS work is to
be performed serially, in parallel, or a combination of the two
will be based upon factors such as resource availability, number of
short list bids, RFP schedule, and relative competitiveness of one
bid to others, and the availability of all information and data
from bidders necessary to perform the IRS work

c. The Company may if practicable “bundle” IRS work for multiple short
list bids into a single IRS if the bids are, among other factors,
technically, operationally and geographically (e.g., size,
location, technology, timing, operating characteristics, etc.)
identical or sufficiently similar to each other.

d. The results of the IRS, including identified Interconnection
Facilities, System Upgrades, Point of Interconnection, and Grid
Connection Point, will be provided to the bidder.

e. Bidders shall be responsible for incorporating the costs of their
Interconnection Facilities into their bids. The RFP may provide
bidders with an opportunity to revise their pricing proposals under
certain circumstances. Any pricing change, if permitted under the
terms of the RFP, will prompt a re-evaluation of short list bidders
in the selection of the winning bid as provided for in the RFP.
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f. The Company may perform the analyses included in the IRS, or the
IRS or parts of the IRS may be contracted to an outside consultant
specializing in such analyses for complex situations or in
situations where the Company does not have available resources to
conduct the analyses in a time frame agreeable to the Company.

g- The scope and cost of the IRS will depend on the complexity of the
Company”’s System and Generating Facility that must be modeled, and
the degree to which the Generating Facility will affect the
Company”s System.

h. The bidder will be responsible for the cost of the IRS (or such
lesser amount as the Company may specify to facilitate the
processing of interconnection requests for similarly situated
facilities) to be performed in order to evaluate the impacts of the
Generating Facility’s interconnection to the Company’s System.

C. INTERCONNECTION COST AND SYSTEM UPGRADE COST ALLOCATION FOR COMPETITIVE
BIDDING

1. The bidder shall be responsible for the cost of Interconnection
Facilities and shall be responsible for the installation and
maintenance of Interconnection Facilities from the Generating Facility
to the Point of Interconnection, unless otherwise specified in the
RFP.

2. Interconnection Facilities from the Generating Facility to the Point
of Interconnection shall be built by the bidder, unless the Company
agrees otherwise.

3. Interconnection Facilities from the Point of Interconnection to the
Grid Connection Point shall be built by the Company and paid for by
the bidder, unless the Company agrees or determines otherwise. The
Company may elect to include Betterments to Interconnection Facilities
from the Point of Interconnection to the Grid Connection Point, and
such Betterments shall be paid for by the Company. The cost of
Betterments to such Interconnection Facilities will not be considered
in the bid evaluations. The bidder shall acquire the necessary land
and easements for Interconnection Facilities from the Point of
Interconnection to the Grid Connection Point, unless the Company
agrees otherwise. Interconnection Facilities from the Point of
Interconnection to the Grid Connection Point, if built by the bidder,
shall be transferred to the Company upon completion, along with the
necessary land rights and easements.
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4. The Company shall install and maintain the identified System Upgrades
arising from the interconnection of the Generating Facility and shall
be responsible for the cost of such System Upgrades.

a. The Company’s cost for System Upgrades will be considered as a
factor in the bid evaluations.

b. The degree to which the System Upgrades provide System Benefits
and/or Betterments will be considered in the bid evaluations.

5. Standards and Interconnection Agreements

a. Interconnection Facilities and System Upgrades owned or to be owned
by the Company shall be constructed in accordance with the
Company’s applicable standards and in accordance with the PPA or
the Interconnection Agreement, if there is a separate
Interconnection Agreement.

b. Generating Facilities and Interconnection Facilities owned by the
bidder shall be constructed in accordance with applicable State and
County code requirements and in accordance with the PPA or the
Interconnection Agreement, if there iIs a separate Interconnection
Agreement.

c. The bidder’s Generating Facility may be interconnected and operated
in parallel with the Company’s System in accordance with the terms
and conditions of the PPA between the Company and the bidder,
and/or the terms and conditions of an Interconnection Agreement
between the Company and the bidder, if there is a separate
Interconnection Agreement.

d. The bidder will be required to furnish, install, operate, and
maintain suitable and sufficient equipment, to maintain adequate
records, and to follow such operating procedures, as may be
specified by the Company to protect the Company®s System from
damage resulting from the parallel operation of the Seller"s
Facility, including the equipment, records and operating procedures
more fully described in the PPA and/or Interconnection Agreement,
if there is a separate Interconnection Agreement.

e. Interconnection Facilities shall be designed, installed operated
and maintained in accordance with good interconnection practice.
The objectives of good interconnection practice include, but are
not limited to,

1. Safety - To protect the safety of utility personnel, utility
customers, and the public.
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2. Reliability - To maintain the reliability of the utility system
for all utility customers.

3. Power Quality - To provide for acceptable power quality and
voltage regulation on the utility system and for all utility
customers.

4_. Restoration - To facilitate restoration of power on the utility
system.

5. Protect Utility and Customer Equipment - To protect utility and
customer equipment during steady state and faulted system
operating conditions.

6. Protect Generating Facilities - To protect generating
facilities from operation of utility protective and voltage
regulation equipment.

7. Utility System Overcurrent Devices - To maintain proper
operation of the utility system’s overcurrent protection
equipment.

8. Utility System Operating Efficiency - To ensure operation at
appropriate power factors and minimize system losses.

The bidder shall obtain, at its expense, any and all
authorizations, approvals, permits, and licenses required for the
construction and operation of its Generating Facility and the
interconnection of its Generating Facility with the Company®s
System, including but not limited to environmental permits,
building permits, rights of way, or easements.

Where any Company-owned Interconnection Facilities are to be
located on the site of the bidder’s Generating Facility, the bidder
shall provide, at no expense to the Company, a location and access
acceptable to the Company for all such facilities.

6. Renewable Energy Facilities

a.

Docket No.
Transmittal

In its IRP process, the Company may propose System Upgrades, to be
paid for, owned and maintained by the utility, to encourage the
development of Renewable Energy Facilities.

In its IRP process, the Company may propose to pay for
Interconnection Facilities between the Point of Interconnection and
the Grid Connection Point, in order to encourage the development of
Renewable Energy Facilities.
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Attachment A
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