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MEASURE: S.B. No. 3001 S.D. 2 H.D.1
TITLE: Relating to Energy Efficiency.

Chair Oshiro and Members of the Committee:

DESCRIPTION:

This bill proposes to clarify provisions in chapter 269, Hawaii Revised Statutes,
(“HRS”) relating to administration and use of moneys supporting
energy-efficiency and demand-side management (“DSM”) programs and
services. Among other things, the bill makes consistent the wording of
chapter 269, part VI, HRS, with the processes and procedures applicable to
third-party administration of energy-efficiency and DSM programs and services.

POSITION:

The Public Utilities Commission (“Commission”) strongly supports this
Administration bill.

COMMENTS:

This bill aligns the language of the law with the regulatory process and
procedures that the Commission will establish through a pending docket
that will apply under a third-party administrator structure for
energy-efficiency and DSM programs and services in Hawaii.

For example, the bill changes “public benefits fund” to “public benefits
fee,” and makes other related amendments within chapter 269, part VI,
HRS, to clarify that the moneys collected for purposes of funding
energy-efficiency and DSM programs and services will not actually be
deposited into a state fund for expenditure by the Commission.

o As presently worded, chapter 269, part VI, HRS, can be inaccurately
interpreted to mean that upon the establishment of a public benefits fund,
moneys collected by the public utilities through current DSM surcharges
will be transferred to the Commission, and the Commission will then
deposit them into the state treasury and expend those moneys subject to
legislative appropriation.
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o In actuality, under a third-party administrator structure, the Commission
will require an initial transfer of DSM surcharge moneys from public
utilities to the third-party administrator, which will receive the public
benefits fees and expend them consistent with Commission-approved
programs and services. In effect, the third-party administrator will act as
public utilities currently do.

o For this reason, the bill makes explicitly clear that public benefits fees shall
not be considered state or public moneys subject to legislative
appropriation and shall not be required to be deposited into the state
treasury.

Also under the bill, the State has express authority to participate in any
energy-efficiency and DSM programs and services offered by the
third-party administrator.

o This clarification removes possible misinterpretation that the law prohibits
state agencies from participating in these programs and services or
deriving any benefit from them.

In addition, the bill clarifies language contained in § 269-122(b), HRS,

relating to regulation of the public benefits fee administrator.

o The current language is not clear as to whether the public benefits fee
administrator is a public utility under Commission regulation.

o Under the clarifying language, the public benefits fee administrator will be
regulated under certain sections of chapter 269 that are also applicable to
public utilities, but would not itself be a public utility.

The House Committee on Energy & Environmental Protection, reported in
its Standing Committee Report No. 1123-08 that concerns were raised
regarding the possible applicability of the Hawaii Public Procurement Code
to the energy efficiency and DSM program.

o Under HRS § 103D-102, chapter 103D applies to “all procurement
contracts made by governmental bodies.” The Commission and the
Consumer Advocate have agreed upon an amendment to the bill's
proposed HRS § 269-122(a) that would confirm that the public benefits fee
administrator is not covered under chapter 103D, because it is not a
governmental body. We propose the addition of the language below in
bold/italics:
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[118§269~-122[}] Public benefits [fund] fee
administrator; establishment. (a) [Ff—+thke] The
public utilities commission [establishes—a—publie

benefits—fund—the—publie—utilities—<commission
shall-appoint] may contract with a [fusd] third-
party administrator, to be known as the public
benefits fee administrator, on such terms and
conditions that it deems necessary to manage the
public benefits fee moneys collected pursuant to
section 269-121. The public benefits fee
administrator, which shall not be deemed to be a
"governmental body" as defined in section 103D-
104, shall operate and [merage] administer any
programs established under section 269-121. The
[£und] administrator shall not expend more than
ten per cent of the [furnd] public benefits fee
moneys in any fiscal year, or other reasonable
percentage determined by the public utilities
commission, for administration of the programs
established under section 269-121.

Thank you for the opportunity to testify.
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RELATING TO ENERGY EFFICIENCY.

Chair Oshiro, Vice Chair Lee, and Members of the Committee.

The Department of Business, Economic Develcpment, and
Tourism (DBEDT) supports the SBBOOl,‘SDZ, HD1 an Administration
bill which clarifies certain secticns of Chapter 269, Part VII,
relating to the public benefits fund which was established for
the implementation and administration of the electric energy
efficiency and demand-side management programs.

The bill proposes to amend Sections 269-121 to 269-124 to
clarify the language of the law relating to the administration
and regulation of the fund and fund administrator. DBEDT
supports the bill, and DBEDT defers to the Department of Budget
and Finance on the proposed changes with one comment, that the
language of the proposed bill explicitly clarify that the public

benefit fees will not be subject to the State procurement law
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since these fees are not State funds, but rather, ratepayers
money collected specifically to fund energy efficiency and
demand-side management programs.

Thank you for the opportunity to testify.
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IN SUPPORT OF S.B. 3001, H.D. 1 — Energy Efficiency; Public Benefits

| am Carl Freedman, Chair of the Regulatory Reform Working Group of the Hawaii
Energy Policy Forum (“Forum”). The Forum is comprised of 46 representatives
from the electric utilities, oil and natural gas suppliers, environmental and
community groups, renewable energy industry, and federal, state and local
government, including representatives from the neighbor islands. We have been
meeting since 2002 and have adopted a common vision and mission, and a
comprehensive “10 Point Action Plan,” which serves as a framework and guide for
meeting our preferred energy vision and goals. The Forum supports the passage
of SB 3001, HD 1 as it helps achieve several points of the Forum’s Action Plan.

The purpose of SB 3001, HD 1 is to ensure that statutory language regarding the
Public Benefits Fee is consistent with existing legislative intent and the regulatory
practices of the Public Utilities Commission (PUC). In particular, SB 3001, HD 1
clarifies that (1) the public benefits fee administrator is not a public utility but will be
subject to regulation by the PUC under provisions applicable to public utilities, and
(2) public benefit fee moneys collected from utility bills to fund the administration
and implementation of energy efficiency services are not state funds.

The clarifications provided by SB 3001, HD 1 will ensure that energy efficiency
programs will be administered efficiently in a manner consistent with practices
applied to existing public utilities, with oversight and regulation by the PUC. SB
3001, HD 1 clarifies that, identical to the way procedures are now applied to
existing public utilities, the state’s procurement laws and state budget appropriation
procedures do not apply to moneys collected from utility tariffs for utility programs.

SB 3001 HD 1 will therefore further the efficient implementation and accountable
regulation of Hawai'i’'s energy efficiency programs.

Thank you for this opportunity to testify.

This testimony reflects the position of the Forum as a whole and not necessarily of the
individual Forum members or their companies or organization
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Chair Oshiro, Vice-Chair Lee and members of the committee, my name is Rick Reed and
I represent the Hawaii Solar Energy Assn (HSEA) The HSEA is a professional trade
association established in 1977, and affiliated with the Solar Energy Industries
Association (SEIA) in Washington, D.C. HSEA represents manufacturers, distributors,
contractors, financiers, and utility companies active in the solar energy industry in
Hawaii. We strongly support the passage of S.B. 3001, S.D. 2, H.D. 1.

This measure clarifies that the public benefits fees collected by Hawaii’s electric utility
companies and then transferred to a new third-party DSM administrator appointed by the
PUC shall not be considered state or public funds subject to appropriation by the
legislature or for deposit into the state general fund.

State raids on dedicated funds are common. In a paper for the Regulatory Assistance
Project, or RAP, entitled “Who Should Deliver Ratepayer Funded Energy Efficiency?”,
Cheryl Harrington discusses raids on public benefit funds in Maine, Wisconsin, Ohio and
Connecticut. A raid has been threatened in Oregon. In the Connecticut example, the
legislature appropriated $12 million from a utility-held public benefic account to the
general fund.

S.B. 300, S.D. 2, H.D. 1 makes clear that the sole purpose of a public benefits fund in
Hawaii is to provide demand-side management and energy-efficiency services to
Hawaii’s residential and commercial ratepayers. The bill also makes explicit that the
State of Hawaii may participate in any of the DSM programs on the same basis as any
other ratepayer.

The transition of DSM and energy-efficiency programs from our electric utility

companies to a third party administrator is already underway. This bill provides
additional clarity to the law and guidance to the PUC.

Thank you for the opportunity to testify.
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