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Good afternoon, Chair Morita, Vice Chair Coffman, and Members of the Committees.

House Bill 1843 establishes electric generation and delivery initiatives necessary for and

contributing to the achievement ofHawaii Clean Energy Initiative's goal to transition Hawaii's

energy sector to 70% renewable energy sources by 2030. The Department of Business,

Economic Development, and Tourism (DBEDT) strongly supports this bill, with the exception of

sections 2, 7,8 and 9, where the Department has concerns and would like to respectfully request

that the Committee consider suggestions that we would like to offer in these comments. DBEDT

also respectfully requests that this bill address some improvements to net metering, and will offer

comments and suggestions below to that effect.
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The transformation to a clean energy economy and the increased use and development of

renewable energy resources will greatly benefit Hawaii's economy, environment, energy security

and sustainability in many ways including achieving the following:

1. Energy security through reduced reliance on imported oil supplies and exposure

to the volatile prices of the world oil market;

2. Risk management by increased diversification of the electricity generation

portfolio;

3. Economic benefits including increased quality job creation, economic

development and diversification, and fewer dollars leaving Hawaii's economy;

4. Reduced greenhouse emissions and the attendant negative impact on climate

change, global wanning, and Hawaii's environment.

On January 28,2008, the signing of a Memorandum of Understanding between the State

of Hawaii and the U.S. Department of Energy launched the Hawaii Clean Energy Initiative. The

HCEI utilizes clean, renewable energy technologies, and will enable Hawaii to foster and

demonstrate innovation, help build the workforce of the future, and serve as an integrated model

and demonstration test bed for the U.S. and other island communities.

The significance of this bill towards achieving Hawaii's energy goals cmmot be

overstated. Currently, the Hawaii utilities use fossil fuel to generate over ninety per cent of the

total electricity they sold, which represents approximately twenty-five per cent of Hawaii' s total

oil imports. Only about nine per cent of the electricity sold is generated from renewable

resources.
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Any new fossil fuel-based generation installed in the future will have a useful lifetime of

30 to 50 years or more, which will perpetuate Hawaii's dependence on imported oil,

compromising Hawaii's future energy security and sustainability as well as the attendant negative

impact on Hawaii's economy and environment. Furthermore, the price risks of Hawaii's heavy

dependence on imported fossil fuel for electricity generation are currently bome entirely by

Hawaii's consumers. To the extent possible, future requirements for additional energy must be

met by electricity generation and biofuel production from renewable resources.

In particular, this bill lays out a number of important and achievable measures which

codify elements of the Energy Agreemellt between the State and Hawaiian Electric (HECO)

companies.

The first major area this bill addresses is strengthening the Renewable Portfolio Standard

(RPS). In Section 1 the bill amends Section 269-91, Hawaii Revised Statues, to require that

stal1ing in 2015 electrical energy savings alld efficiency measures will not count towards the

RPS. In Section 2 the bill amends Section 269-92, Hawaii Revised Statutes, to change the

amount required to be derived from renewable sources from twenty per cent to twenty-five per

cent of net electricity sales by December' 31, 2020; and by adding requirements for ten per cent

by 2010, fifteen per cent by 2015, and forty per cent by 2030 - doubling the 2030 objective.

Section 2 also supports the achievement of the State's RPS goals, by prohibiting approval

by the Public Utilities Commission of ally new electric generation units thatproduce electricity

solely from the combustion of fossil fuels. While the Depal1ment supports the intent of this

section of the bill to help to achieve the RPS objectives by curtailing new fossil-based
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generation, we believe that in order to optimally strengthen and accelerate the reaching of the

RPS objectives, this prohibition should not be limited to fossil-only generation units. Rath<?r, we

believe that for optimal effectiveness in achieving the RPS, the prohibition also needs to extend

to any generation units which have fossil fuels components.

Also, we believe that the prohibition should apply only to electric generation with a rated

capacity greater than two megawatts, because most distributed generation facilities -- which help

the system to preserve a stable electric grid to minimize disruption to service quality and

reliability -- are under two megawatts, as opposed to the large central-station generation units

which are typically two megawatts and above. As Hawaii moves from central-station, oil-based

firm power to a much more renewable and distributed and intermittent powered system, there is a

need to assure that Hawaii preserves a stable electric grid to minimize disruption to service

quality and reliability.

DBEDT also opposes the following segment in Section 2: "provided that, under

extraordinary circumstances, as detemlined by the commission, a permit may be issued."

Allowing the Public Utilities Commission tIllS ability to make exceptions for some fossil-based

generation units would potentially decrease the effectiveness of Section 2. Thus, we believe that

this phrase should be dropped from the bill.

The Department would respectfully request and support the inclusion of language in

Section 2 to these effects, such as that provided for in the Hawaii Clean Energy Initiative electric

generation and delivery bill, H.B. 1052.
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These measures to enhance the RPS have already been agreed to in the Energy Agreement

between the State and the HECO companies, and will significantly accelerate the mandated

replacement rate of fossil-based electrical generation by renewable sources of generation, thereby

enabling significant progress towards reducing Hawaii's current ninety per cent dependency upon

petroleum-based products for electricity generation, and moving the State towards the goal of

seventy per cent reliance upon renewable sources for generation.

A second major area which this bill enhances, in Section 4, in order to contribute to the

goals of the Hawaii Clean Energy Initiative, is the creation and designation of renewable energy

zones to increase the use and development of renewable energy resources, as well as the

identification and qualification of transmission projects and infrastructure crucial to the

development of renewable energy resources, and which should receive assistance in accessing the

use of special purpose revenue bonds for [mancing. We believe that the functions of creating and

designating renewable energy zones, and identifying, qualifying, and assisting access to the use

of special purpose revenue bonds to finance, transmission projects and infrastructure, are best

served and incorporated in the Energy Resources Coordinator's statutory roles and functions as

established in Section 196-4, Hawaii Revised Statutes.

The creation ofrenewab1e energy zones and construction of transmission projects and

infrastructure are vital elements in the transformation of Hawaii's economy from one that is

heavily dependent on impOlied fossil fuel for over 90 per cent of its energy to one that is 70

percent powered by clean indigenous renewable energy.
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The statutory functions and activities of the Energy Resources Coordinator already

include preparing energy studies and analysis, including the collection, development and

management of energy data. The Energy Resources Coordinator's relationships and partnerships

with federal entities and national laboratories such as the US Department ofEnergy and the

National Renewable Energy Laboratory will effectively enable the collection and analysis of data

and information necessary in identifying geographic areas that are rich with renewable energy

resource potential that may be designated as renewable energy zones. Likewise, these links will

also enable the Energy Resource Coordinator to most effectively identify and qualify

transmission projects and infrastructure crucial to the development of renewable energy

resources, and to assist them with access to the use of special purpose revenue bonds for

financing.

We believe that these are vitally important elements in Hawaii's energy transformation

and that such functions are best served by the Energy Resources Coordinator and incorporated in

the Energy Resources Coordinator's statutory functions specified in Section 196-4, Hawaii

Revised Statutes.

Thirdly, in Section 5 this bill amends and expands the definition of "qualified business"

in Section 209E-2, Hawaii Revised Statutes, to include enterprises engaged development or

production of various types of renewable energy which may qualify for State enterprise zone tax

incentives and regulatory flexibility which stimulate business, agricultural, and industrial growth

in areas that would result in neighborhood revitalization. Adding other forms of alternative

energy from renewable resources including sun, falling water, biogas, geothermal, ocean water,

currents, and waves, biomass, biofuels and hydrogen production from renewable energy sources
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into the Enterprise Zone (EZ) program is a good fit with the current approved business activities

which presently includes wind energy production. The incentives provided for in the EZ

program such as the construction GET exemption and various county benefits will provide the

impetus to help attract these businesses to Hawaii. The need to move forward on alternative

energy development is imperative to Hawaii's future energy security, and the addition of

alternative energy activities into the EZ program will help to add further impetus to the progress

we are pursumg.

The fourth major issue addressed by this bill is renewable energy permitting and

facilitation. DBEDT supports Section 6, which enhances the definition in Section 201-12.5,

Hawaii Revised Statutes, of which renewable energy projects are included in the duties of the

renewable energy facilitator, by specifying the inclusion of renewable energy facilities' land

parcels, production structure or equipment, energy transmission lines, and on-site infrastructure

necessary for production of renewable energy.

DBEDT also supports the intent of Section 7, which amends Section 201N-l, Hawaii

Revised Statutes, to enable renewable energy facilities between five and two hundred megawatts

to apply to the Energy Resource Coordinator for approval to receive permitting process

assistance from the renewable energy facilitator. However, we believe the language as proposed,

would only include new renewable energy facility projects with capacity between 5 megawatts

and 200 megawatts, or new biofuel production facility projects with capacity of exactly one

million gallons annually, to qualify to apply to the State Energy Resources Coordinator for

designation as renewable energy facilities for the purpose of receiving permitting facilitation

process assistance. This proposed language effectively excludes new renewable energy projects
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with capacity greater than 200 megawatts, and new biofuel facilities with capacity greater than

one million gallons annually. The Department respectfully requests and supports the amending

of the language in this section to define "renewable energy facility" or "facility".as new facilities

above two hundred megawatts of produced electricity, provided that biofuel production facilities

ofat least one million gallons annually, and electricity production facilities with capacities

between five and two hundred megawatts may apply to the Energy Resources Coordinator for

designation as renewable energy facilities, with such designation to be at the sale discretion of

the Coordinator.

In Section 8, this bill speeds and clarifies the expediting process for renewable energy

facilities pelmitting by amending Section 201N-4, Hawaii Revised Statutes, such that the

pertinent permitting agency must provide the Energy Resource Coordinator with the report

identifying diligent measures by the agency to process and act upon the pennit, within thirty days

follow~ng the twelfth month after any permit which is part of an approved permit plan has not yet

been approved or denied. DBEDT strongly supports this amendment, but believes that there is a

strong need for additional language to facilitate the improved speed of pennitting, which has

often languished at various agencies. We therefore would respectfully request and support

inclusion of language to indicate that if no further processing and action are reported by a

pem1itting agency within five months, the pennit shall be deemed approved.

In Section 9, we would comment that the language should reflect that the sums

appropriated will be expended for the purposes of the fund created in Section20IN-ll, Hawaii

Revised Statutes.
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Finally, the Department believes that there is an outstanding area vital to the development

of renewable energy generation and delivery in Hawaii, which this bill does not yet address: net

energy metering. We would respectfully request and support the addition of provisions into this

bill to enhance in a way such as H.B. 1052 does, the net energy metering provisions of Chapter

269, Hawaii Revised Statutes, by giving the Public Utilities Commission the authority to

eliminate the caps and limits on the capacity size for customer-generators and to allow the

utilities to assign eligible customer-generators to other applicable tariffs such as Feed-in Tariffs

to promote the increased use and development of renewable energy systems and resources.

These proposed amendments to the net energy metering statute are also included in the Energy

Agreement between the State and HECO, and will serve to increase adoption and integration of

customer-sited renewable energy systems and technology.

Hawaii can achieve all of the objectives set by tIns bill, which will facilitate the

development of a secure, renewable energy economy that keeps in Hawaii the billions of dollars

annually being lost to fossil fuel sources overseas, and wInch will deliver strong growth of green,

high-quality jobs, businesses, and income, teclmological ilmovation and advancement, and

reduced greenhouse gas emissions for a cleaner enviromllent, to our people. The islands of

Hawaii are blessed by an abundance of renewable energy resources from the sun, wind, ocean,

and em1h. The sun provides us abundant and free energy resource for solar water heating and for

photovoltaic generation of electricity. Assessment of opportunities to harvest our mnple wind

and bioenergy resources have been identified and continued to be updated. The use of wave

energy for electricity generation is being tested and explored, and we possess extensive and as yet

untapped geothermal resources on the Big Island.
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In conclusion, this bill will go a great distance to substantively enable the achievement of

the State's goal of a secure, clean energy future via increasing the use and development of

renewable energy resources.

Thank you for the opportunity to offer these comments.
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Testimony on

H.B. NO. 1843 -
RELATING TO RENEWABLE ENERGY

Before the

House Committee on Energy & Environmental Protection
Thursday, February 5,2009, 9:00 a.m., Conference Room 325

By

David Rezachek, Consultant
Honolulu Seawater Air Conditioning LLC

WRITTEN TESTIMONY ONLY

Good morning Chair Morita, Vice Chair Coffman, and members of the

Committee. My name is David Rezachek and I am testifying on behalf of Honolulu

Seawater Air Conditioning, LLC (HSWAC).

HSWAC has previously stated its objection to removing renewable energy

electricity displacement technologies from the State's renewable energy portfolio

standard.

H. B. 1843 proposes to do just that by 2015 without any guarantee that an energy

efficiency portfolio standard would be in place, or that any of the renewable energy

electricity displacement technologies, such as SWAC, would be included.

HSWAC has also expressed other concerns about trying to redefine SWAC,

solar water heating, and solar air conditioning as something other than renewable

technologies.

Therefore, HSWAC cannot support Part I of this bill as it is currently written.
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Part II of this bill provides a list of methods that the Energy Resources

Coordinator can use to assist renewable energy development in Hawaii. It is not clear if

this assistance would apply to renewable energy electricity displacement technologies.

HSWAC respectfully requests that these technologies be included in this Part.

Part III of this bill adds a variety of renewable energy technologies to the

definition of "qualified business" under the State's enterprise zone program. HSWAC

supports the intent of this Part. HSWAC assumes that SWAC is included as thermal

energy from a renewable resource (ocean water). HSWAC would appreciate a

confirmation of this interpretation.

Parts V and VI, of this bill, facilitate the permitting of renewable energy facilities.

HSWAC respectfully requests that these sections be amended to provide similar

assistance to renewable energy electricity displacement technologies.

HSWAC respectfully requests that this bill be deferred until:

(1) there is agreement on consistent definitions of "renewable energy" and

"energy efficiency" in proposed legislation and in the Hawaii Revised Statues;

(2) any changes in the RPS, and the establishment of an energy efficiency

portfolio standard, occur together; and

(3) economic, siting, and permitting assistance is provided to all renewable

energy and energy efficiency technologies on an equitable basis and without regard to

technology type and/or project size.

HSWAC would be happy to work with other stakeholders to accomplish these

objectives.

Thank you for this opportunity to testify.

2
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Testimony before the
House Committee on

Energy & Environmental Protection

H.B. 1843 - Relating to Renewable Energy

Thursday, February 5, 2009
9:00 am, Conference Room 325

By Arthur Seki
Director of Technology

Hawaiian Electric Company, Inc.

Chair Morita, Vice Chair Coffman and members of the Committee:

My name is Arthur Seki-I am the Director of Technology at Hawaiian Electric

Company. I am testifying on behalf of Hawaiian Electric Company (HECO) and its

subsidiaries, Maui Electric Company (MECO) and Hawaii Electric Light Company (HELCO)

hereinafter collectively referred to as HECO Utilities.

We strongly support H.B. No. 1843, which proposes comprehensive measures for

increasing the production and use of renewable energy in Hawaii.

We respectfully offer a few amendments to Part I of the bill on Renewable Portfolio

Standards ("RPS"), where the bill proposes to modify the definition of "renewable electrical

energy" under Hawaii Revised Statutes ("HRS") § 269-91. Under the proposed change to

section (2) of the definition, electrical energy savings would not count towards RPS starting

on January 1, 2015. Those savings include "customer-sited, grid-connected renewable

energy systems." Without clarification, this language could mean that generation of

renewable energy using photovoltaic systems would no longer count toward RPS from 2015.

Therefore, we suggest that the language be clarified (in bold) as follows:

(2) Electrical energy savings brought about by the use of renewable

displacement or off-set technologies, including solar water heating,

seawater air-conditioning district cooling systems, solar air-conditioning, and

customer-sited grid-connected renewable energy systems; provided that.

beginning January 1, 2015, electrical energy savings brought about by the

use of renewable displacement or off-set technologies, except those
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savings brought about by the use of customer-sited, grid-connected

photovoltaic systems, shall not count towards renewable energy portfolio

standards; or

With this clarification to section (2) of the definition of "renewable electrical energy," the last

sentence of the proposed amendment to section (3) of the definition should be deleted. In

addition, we suggest the following clarifying language (in bold) to distinguish the reference to

"electrical energy savings" in the new language in section (3) from its reference in section (2):

(3) Electrical energy savings brought about by the use of energy

efficiency technologies, including heat pump water heating, ice storage,

ratepayer-funded energy efficiency programs, and use of rejected heat from

co-generation and combined heat and power systems, excluding fossil

fueled qualifying facilities that sell electricity to electric utility companies and

central station power projects[-:-]; provided that. beginning in 2015. electrical

energy savings brought about by the use of energy efficiency

technologies shall not count towards renewable energy portfolio standards.

In addition, the proposed HRS § 269-92(b)(4) - which would prohibit the Public Utilities

Commission from issuing a permit for the construction or operation of a new electric

generation unit using fossil fuel, unless under extraordinary circumstances - may need to be

modified to reflect the Commission's properly authority. However, the HECO Utilities defer to

the Public Utilities Commission on this provision.

As you are aware, the HECO Utilities are committed to increasing the amount of

renewable energy from sustainable resources in order to reduce Hawaii's dependence on

imported oil. There have been a number of renewable energy projects and initiatives related

to renewable energy that we have undertaken:

• Integrated wind generated electricity from 3 new wind farms--Hawi (10 MW) and

Pakini Nui (20 MW) at South Point on the Big Island and Kaheawa (30 MW) on

Maui;

• Negotiating for new contracts related to wind on Maui and Oahu, solar and

geothermal on the Big Island and ocean energy for Oahu;

• Short-listed renewable energy projects from the HECO 100 MW RFP for Oahu;

• Installing the 2009 power plant (100 MW) at Campbell Industrial Park to be 100%

biofueled;
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• Conducting wind integration study on Maui;

• Conducting wind and solar integration study for Big Wind from the neighbor island

to Oahu;

• Planning for a 30-day test at Kahe 3 biofuel co-firing demonstration in a steam

boiler generating unit for late 2009;

• Provided 2 years of seed funding to the Hawaii Agriculture Research Center

("HARG") and the agriculture departments at the University of Hawaii's Manoa and

Hilo campuses to conduct biofuel crop research and a 3rd to follow this year; and

• Evaluating micro-algae for biofuels and ocean energy projects.

In conclusion, the HEGO Utilities support H.B. No. 1843 with the above amendments.

Passage of this bill would provide further guidance and strong support for our concerted

efforts to have continued growth in the use of renewable energy throughout the State.

Thank you for the opportunity to testify.
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(3) Where fossil and
generate renewallie 'ele<
represented by the heat

SECTION 3. Section 269-95, Hawaii Revised Statutes, is

amended to read as follows:

US269-95

utilities commissi

public

(A) Determine the extent to which any proposed utility

ratemaking structure wou mpact electric

utility margins [aHa te

eflel:lre] .:...; _
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(3) Using funds from the public utilities special fund, contract with the Hawaii natural energy institute Oftne
University ofHawaii to conduct independent studies to . entities such as the
United States Department ofEnergy, National Renewa Power Research Institute,
Hawaii electric util .• ilar institutions with the required expertise.
These studies shall and recommendations regarding:

(A) The capability of Bawaiifs electric utility

companies t eve renewable portfolio

standards in a cost-effective manner and 1

assess factors such as the act on con

rates(,JL utility system reliability and

stabilitY[,}L costs and availability of

appropriate

techn

on th

community, environment, landL and

ets

(B)

five and ten

standards;

iesf,]l and other factors

et

beyond the then
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[~] un Adopt rules for the administration ofthis chapter pursuant to chapter 91, provided that the rules shall be
submitted to the legislature for review. fI

PART II!. RENEWABLE ENERGY RESOURCES

SECTION 5.

amended

read as

or sole

that is

ora
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(A) Wind;

ill he sun:

(C) water;

(D) Bio as, 1 and sewa e-based

digester gas:

J€} Q~2t~~E.maJ.:.1.

(F) ocean

(H) Biofuels; and

ill

PART IV.

SECTION 6. Section 20

sources."

.5, Hawaii Revised Statutes, is

amended by amending subsection (b) to read as follows:

n(b) The renewable energy facilitator shall have the

following duties:

(l) Facilitate the efficie
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