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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

FORM 10-Q

     x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2006

OR

     ¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Exact Name of Registrant as

Specified in Its Charter

Commission

File Number

I.R.S. Employer

Identification No.
HAWAIIAN ELECTRIC INDUSTRIES,

INC.
1-8503 99-0208097

and Principal Subsidiary
HAWAIIAN ELECTRIC COMPANY, INC. 1-4955 99-0040500

State of Hawaii
(State or other jurisdiction of incorporation or organization)

900 Richards Street, Honolulu, Hawaii 96813

Edgar Filing: HAWAIIAN ELECTRIC CO INC - Form 10-Q

Table of Contents 1



(Address of principal executive offices and zip code)

Hawaiian Electric Industries, Inc. � (808) 543-5662

Hawaiian Electric Company, Inc. � (808) 543-7771

(Registrant�s telephone number, including area code)

Not applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether Registrant Hawaiian Electric Industries, Inc. (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes   x    No  ¨

Indicate by check mark whether Registrant Hawaiian Electric Company, Inc. (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes  x    No  ¨

Indicate by check mark whether Registrant Hawaiian Electric Industries, Inc. is a large accelerated filer, an accelerated filer, or a non-accelerated
filer (as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filer  x                 Accelerated filer  ¨                Non-accelerated filer  ¨

Indicate by check mark whether Registrant Hawaiian Electric Company, Inc. is a large accelerated filer, an accelerated filer, or a non-accelerated
filer (as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filer  ¨                Accelerated filer  ¨                Non-accelerated filer  x

Indicate by check mark whether Registrant Hawaiian Electric Industries, Inc. is a shell company (as defined in Rule 12b-2 of the Exchange
Act).  Yes  ¨    No  x

Indicate by check mark whether Registrant Hawaiian Electric Company, Inc. is a shell company (as defined in Rule 12b-2 of the Exchange
Act).  Yes  ¨    No  x

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuers� classes of common stock, as of the latest practicable date.

Class of Common Stock Outstanding October 27, 2006
Hawaiian Electric Industries, Inc. (Without Par Value) 81,349,570 Shares
Hawaiian Electric Company, Inc. ($6-2/3 Par Value) 12,805,843 Shares (not publicly traded)
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Glossary of Terms

Terms Definitions

AFUDC Allowance for funds used during construction

AOCI Accumulated other comprehensive income

ASB American Savings Bank, F.S.B., a wholly-owned subsidiary of HEI Diversified, Inc. and parent company of American Savings
Investment Services Corp. (and its subsidiary, Bishop Insurance Agency of Hawaii, Inc.) and AdCommunications, Inc. Former
subsidiaries include ASB Realty Corporation (dissolved in May 2005).

BLNR Board of Land and Natural Resources of the State of Hawaii

CHP Combined heat and power

Company Hawaiian Electric Industries, Inc. and its direct and indirect subsidiaries, including, without limitation, Hawaiian Electric
Company, Inc., Maui Electric Company, Limited, Hawaii Electric Light Company, Inc., HECO Capital Trust III*, Renewable
Hawaii, Inc., HEI Diversified, Inc., American Savings Bank, F.S.B. and its subsidiaries, Pacific Energy Conservation Services,
Inc., HEI Properties, Inc., Hycap Management, Inc. (in dissolution), Hawaiian Electric Industries Capital Trust II*, Hawaiian
Electric Industries Capital Trust III*, The Old Oahu Tug Service, Inc. and HEI Power Corp. and its subsidiaries (discontinued
operations, except for subsidiary HEI Investments, Inc.). (*unconsolidated subsidiaries)

Consumer
Advocate

Division of Consumer Advocacy, Department of Commerce and Consumer Affairs of the State of Hawaii

D&O Decision and order

DG Distributed generation

DOD Department of Defense � federal

DOH Department of Health of the State of Hawaii

DRIP HEI Dividend Reinvestment and Stock Purchase Plan

DSM Demand-side management

EPA Environmental Protection Agency � federal

Exchange Act Securities Exchange Act of 1934

FASB Financial Accounting Standards Board

Federal U.S. Government

FHLB Federal Home Loan Bank

FIN Financial Accounting Standards Board Interpretation

GAAP U.S. generally accepted accounting principles

HECO Hawaiian Electric Company, Inc., an electric utility subsidiary of Hawaiian Electric Industries, Inc. and parent company of
Maui Electric Company, Limited, Hawaii Electric Light Company, Inc., HECO Capital Trust III (unconsolidated subsidiary)
and Renewable Hawaii, Inc.

ii
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Glossary of Terms, continued

Terms Definitions

HEI Hawaiian Electric Industries, Inc., direct parent company of Hawaiian Electric Company, Inc., HEI Diversified, Inc., Pacific
Energy Conservation Services, Inc., HEI Properties, Inc., Hycap Management, Inc. (in dissolution), Hawaiian Electric
Industries Capital Trust II*, Hawaiian Electric Industries Capital Trust III*, The Old Oahu Tug Service, Inc. and HEI Power
Corp. (discontinued operations, except for subsidiary HEI Investments, Inc.). (*unconsolidated subsidiaries)

HEIDI HEI Diversified, Inc., a wholly owned subsidiary of Hawaiian Electric Industries, Inc. and the parent company of American
Savings Bank, F.S.B.

HEIII HEI Investments, Inc. (formerly HEI Investment Corp.), a subsidiary of HEI Power Corp.

HEIPC HEI Power Corp., a wholly owned subsidiary of Hawaiian Electric Industries, Inc., and the parent company of numerous
subsidiaries, the majority of which were dissolved or otherwise wound up since 2002, pursuant to a formal plan to exit the
international power business (formerly engaged in by HEIPC and its subsidiaries) adopted by the HEI Board of Directors in
October 2001

HEIPC Group HEI Power Corp. and its subsidiaries

HEIRSP Hawaiian Electric Industries Retirement Savings Plan

HELCO Hawaii Electric Light Company, Inc., an electric utility subsidiary of Hawaiian Electric Company, Inc.

HPOWER City and County of Honolulu with respect to a power purchase agreement for a refuse-fired plant

IPP Independent power producer

IRP Integrated resource plan

IRS Internal Revenue Service

KWH Kilowatthour

MD&A Management�s discussion and analysis of financial condition and results of operation

MECO Maui Electric Company, Limited, an electric utility subsidiary of Hawaiian Electric Company, Inc.

MW Megawatt/s (as applicable)

NII Net interest income

NPV Net portfolio value

PPA Power purchase agreement

PRPs Potentially responsible parties

PUC Public Utilities Commission of the State of Hawaii

PURPA Public Utility Regulatory Policies Act of 1978

RHI Renewable Hawaii, Inc., a wholly owned subsidiary of Hawaiian Electric Company, Inc.

ROACE Return on average common equity

ROR Return on average rate base

SEC Securities and Exchange Commission

See Means the referenced material is incorporated by reference

SFAS Statement of Financial Accounting Standards

SOIP 1987 Stock Option and Incentive Plan, as amended

SOX Sarbanes-Oxley Act of 2002

SPRBs Special Purpose Revenue Bonds

TOOTS The Old Oahu Tug Service, a wholly owned subsidiary of Hawaiian Electric Industries, Inc.

VIE Variable interest entity
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Forward-Looking Statements

This report and other presentations made by Hawaiian Electric Industries, Inc. (HEI) and Hawaiian Electric Company, Inc. (HECO) and their
subsidiaries contain �forward-looking statements,� which include statements that are predictive in nature, depend upon or refer to future events or
conditions, and usually include words such as �expects,� �anticipates,� �intends,� �plans,� �believes,� �predicts,� �estimates� or similar expressions. In
addition, any statements concerning future financial performance, ongoing business strategies or prospects and possible future actions are also
forward-looking statements. Forward-looking statements are based on current expectations and projections about future events and are subject to
risks, uncertainties and the accuracy of assumptions concerning HEI and its subsidiaries (collectively, the Company), the performance of the
industries in which they do business and economic and market factors, among other things. These forward-looking statements are not
guarantees of future performance.

Risks, uncertainties and other important factors that could cause actual results to differ materially from those in forward-looking statements and
from historical results include, but are not limited to, the following:

� the effects of international, national and local economic conditions, including the state of the Hawaii tourist and construction
industries, the strength or weakness of the Hawaii and continental U.S. real estate markets (including the fair value of collateral
underlying loans and mortgage-related securities) and decisions concerning the extent of the presence of the federal government and
military in Hawaii;

� the effects of weather and natural disasters, such as hurricanes, earthquakes and tsunamis;

� global developments, including the effects of terrorist acts, the war on terrorism, continuing U.S. presence in Iraq and Afghanistan,
potential conflict or crisis with North Korea and in the Middle East, North Korea�s and Iran�s nuclear activities and potential avian flu
pandemic;

� the timing and extent of changes in interest rates and the shape of the yield curve;

� the risks inherent in changes in the value of and market for securities available for sale and pension and other retirement plan assets;

� changes in assumptions used to calculate retirement benefits costs and changes in funding requirements;

� increasing competition in the electric utility and banking industries (e.g., increased self-generation of electricity may have an adverse
impact on HECO�s revenues and increased price competition for deposits, or an outflow of deposits to alternative investments, may
have an adverse impact on American Savings Bank, F.S.B.�s (ASB�s) cost of funds);

� capacity and supply constraints or difficulties, especially if generating units (utility-owned or independent power producer
(IPP)-owned) fail or measures such as demand-side management (DSM), distributed generation (DG), combined heat and power
(CHP) or other firm capacity supply-side resources fall short of achieving their forecasted benefits or are otherwise insufficient to
reduce or meet peak demand;

� increased risk to generation reliability as generation reserve margins on Oahu continued to be strained;
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� fuel oil price changes, performance by suppliers of their fuel oil delivery obligations and the continued availability to the electric
utilities of their energy cost adjustment clauses;

� the ability of IPPs to deliver the firm capacity anticipated in their power purchase agreements (PPAs);

� the ability of the electric utilities to negotiate, periodically, favorable fuel supply and collective bargaining agreements;

� new technological developments that could affect the operations and prospects of HEI and its subsidiaries (including HECO and its
subsidiaries and ASB and its subsidiaries) or their competitors;

� federal, state and international governmental and regulatory actions, such as changes in laws, rules and regulations applicable to HEI,
HECO and their subsidiaries (including changes in taxation, environmental laws and regulations and governmental fees and
assessments); decisions by the Public Utilities Commission of the State of Hawaii (PUC) in rate cases and other proceedings and by
other agencies and courts on land use, environmental and other permitting issues; required corrective actions, restrictions and penalties
(that may arise with respect to environmental conditions, renewable portfolio standards (RPS), capital adequacy and business
practices);

� increasing operations and maintenance expenses for the electric utilities and the possibility of more frequent rate cases;

� the risks associated with the geographic concentration of HEI�s businesses;

� the effects of changes in accounting principles applicable to HEI, HECO and their subsidiaries, including the adoption of new
accounting principles (such as the effects of Statement of Financial Accounting Standards (SFAS) No. 158 regarding employers�
accounting for defined benefit pension and other postretirement plans), continued regulatory accounting under SFAS No. 71,
�Accounting for the Effects of Certain Types of Regulation,� and the possible effects of applying Financial Accounting Standards Board
(FASB) Interpretation No. (FIN) 46R, �Consolidation of Variable Interest Entities,� and Emerging Issues Task Force Issue No. 01-8,
�Determining Whether an Arrangement Contains a Lease,� to power purchase arrangements with independent power producers;

� the effects of changes by securities rating agencies in their ratings of the securities of HEI and HECO and the results of financing
efforts;

� faster than expected loan prepayments that can cause an acceleration of the amortization of premiums on loans and investments and
the impairment of mortgage servicing rights of ASB;

� changes in ASB�s loan portfolio credit profile and asset quality which may increase or decrease the required level of allowance for loan
losses;

� changes in ASB�s deposit cost or mix which may have an adverse impact on ASB�s cost of funds;

� the final outcome of tax positions taken by HEI, HECO and their subsidiaries;

� the ability of consolidated HEI to generate capital gains and utilize capital loss carryforwards on future tax returns;
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� the risks of suffering losses and incurring liabilities that are uninsured; and

� other risks or uncertainties described elsewhere in this report and in other periodic reports (e.g., �Item 1A. Risk Factors� in the
Company�s Annual Report on Form 10-K) previously and subsequently filed by HEI and/or HECO with the Securities and Exchange
Commission (SEC).

Forward-looking statements speak only as of the date of the report, presentation or filing in which they are made. Except to the extent required
by the federal securities laws, HEI and its subsidiaries undertake no obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise.

iv
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements
Hawaiian Electric Industries, Inc. and Subsidiaries

Consolidated Balance Sheets (unaudited)

(dollars in thousands)
September 30,

2006
December 31,

2005
Assets
Cash and equivalents $ 146,917 $ 151,513
Federal funds sold 44,667 57,434
Accounts receivable and unbilled revenues, net 271,203 249,473
Available-for-sale investment and mortgage-related securities 2,357,012 2,629,351
Investment in stock of Federal Home Loan Bank of Seattle, at cost 97,764 97,764
Loans receivable, net 3,763,823 3,566,834
Property, plant and equipment, net of accumulated depreciation of $1,624,126 and $1,538,836 2,605,392 2,542,776
Regulatory assets 110,335 110,718
Other 424,712 456,134
Goodwill and other intangibles, net 88,011 89,580

$ 9,909,836 $ 9,951,577

Liabilities and stockholders� equity
Liabilities
Accounts payable $ 178,132 $ 183,336
Deposit liabilities 4,540,124 4,557,419
Short-term borrowings�other than bank 194,211 141,758
Other bank borrowings 1,511,956 1,622,294
Long-term debt, net�other than bank 1,133,137 1,142,993
Deferred income taxes 197,800 207,997
Regulatory liabilities 235,480 219,204
Contributions in aid of construction 265,739 256,263
Other 380,957 369,390

8,637,536 8,700,654

Minority interests
Preferred stock of subsidiaries - not subject to mandatory redemption 34,293 34,293

Stockholders� equity
Preferred stock, no par value, authorized 10,000,000 shares; issued: none �  �  
Common stock, no par value, authorized 100,000,000 shares; issued

and outstanding: 81,349,570 shares and 80,983,326 shares 1,025,312 1,018,966
Retained earnings 251,768 235,394
Accumulated other comprehensive loss, net of tax benefits (39,073) (37,730)

1,238,007 1,216,630

$ 9,909,836 $ 9,951,577
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See accompanying �Notes to Consolidated Financial Statements� for HEI.

1
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Hawaiian Electric Industries, Inc. and Subsidiaries

Consolidated Statements of Income (unaudited)

(in thousands, except per share amounts and ratio of earnings to fixed charges)

Three months

ended September 30

Nine months

ended September 30
2006 2005 2006 2005

Revenues
Electric utility $ 569,838 $ 491,339 $ 1,548,861 $ 1,295,844
Bank 103,338 97,431 305,898 286,601
Other 718 7,145 (934) 8,360

673,894 595,915 1,853,825 1,590,805

Expenses
Electric utility 521,187 443,806 1,414,784 1,174,058
Bank 82,760 71,493 232,146 209,508
Other 3,591 3,377 10,659 11,880

607,538 518,676 1,657,589 1,395,446

Operating income (loss)
Electric utility 48,651
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