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IN SUPPORT OF SB 2809 — Relating to Utilities Regulation

I am Carl Freedman, Chair of the Regulatory Reform Working Group of the Hawaii
Energy Policy Forum (“Forum”). The Forum is comprised of 47 representatives
from Hawaii’s 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.

SB 2809 would implement the reorganizations of the Public Utilities Commission
(PUC) and the Division of Consumer Advocacy (DCA) that were approved by the
Legislature in 2007 in Acts 177 and 183. The Forum wholeheartedly agrees with
2007 Legislature’s findings that the reorganizations of these agencies “are essential
for providing sufficient regulation of Hawaii's public utilities; controlling utility
costs for Hawaii's people, businesses, and governmental agencies; and successfully
implementing meaningful energy policy reform in Hawaii.”

SB2809 js a cost saving measure. It would reduce the annual utility expenditures of
State government by several times as much as the annual cost of fully funding the
reorganization of the PUC and DCA. These agencies regulate over $3 billion of
annual telecommunications and electricity utility biils paid by Hawaii’s people,
businesses and government agencies. The Forum estimates that fully funding the
reorganizations would ultimately result in savings of at least $100 million annually
due to increased regulatory efficiency and consumer protection, bolstered utility
industry financial health and prudent allocation of utility investments and
expenditures. Funding for the PUC and DCA, including funding of the
reorganizations reestablished by this bill, derives from revenues collected by the
PUC from users of utility services, not from state general funds.

Sufficient utility regulation and consumer protection are especially essential in the
next several years as Hawaii prepares to invest billions of dollars in new utility and
private sector infrastructure associated with a transition from over-dependence on
fossil fuels to increased reliance on efficiency and renewable energy resources.

Based on the foregoing, the Forum supports SB 2809 and respectfully urges passage
of the bill.

Thank you for the 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 organizations.
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SENATE BILL NO. 2809 - RELATING TO UTILITIES REGULATION

DESCRIPTION:

This measure proposes to authorize sufficient funding for the operation and
staffing of the Public Utilities Commission (“Commission”) and the Division of Consumer
Advocacy (“Consumer Advocate”) in order to facilitate the agencies’ ability to meet their
expected objectives and to fulfill the intent of the reorganizations that were begun with
Act 177 and Act 183 from the 2007 legislative session. In addition, the measure
proposes to require that applicabie state and/or county agencies should assist in
carrying out the proposed measure.

POSITION: ,
The Consumer Advocate supports this measure.

COMMENTS:

This measure proposes to facilitate the efforts to ensure that the Commission
and the Consumer Advocate are sufficiently funded and staffed to handle the normat
ongoing workload that is associated with regulating various public utility industries, such
as the electric, natural gas, telecommunications, water, and wastewater industries, as
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well as the regulation of transportation companies, such as those engaged in intra-
istand shipping. It should be noted that the normal, ongoing workload generally consists
of rate change requests, capital improvement project applications, and other matters.
This normal, ongoing workload has been increased recently due to the Clean Energy
Initiatives that the State is actively pursuing. These initiatives are resuliting in dockets
that are novel, complex and resource consuming.

In order to manage the workload, the Consumer Advocate has been considering
and implementing various measures to meet the ongoing workload and the associated
procedural deadlines that are established. One of these measures is evaluating the
dockets to determine the general type of or specific applications in which the Consumer
Advocate will not participate, such as requests filed by companies seeking certification
of authority to provide telecommunications services in Hawaii and certain types of
applications related to financing. The Consumer Advocate has also implemented other
measures, including reducing the scope of analysis in order to minimize the time that
might be required by available staff or consultants to complete the review of the
application within the procedural deadlines.

Historically, the Commission and the Consumer Advocate have had difficulties
finding and retaining individuals to fili available vacancies. These difficulties are more
pronounced for the Consumer Advocate because of the expectations of analysts to
provide written and oral testimonies before the Commission under the applicable
deadlines. The Consumer Advocate had already implemented various measures meant
to be short-term in nature in order to address the staffing deficiencies experienced, but
with the additional budget cuts and elimination of vacant positions, the already difficult
situation was made even more difficult, which required even more exireme measures.
Such measures will adversely affect the effectiveness of the Consumer Advocate on
both short- and long-term bases, but are necessary to meet the ongoing workload and
procedural deadlines that are associated with the various dockets. The reorganizations
that were the subject of Act 177 and 183 were envisioned to remove some of those
difficulties.

Thus, the Consumer Advocate supports the proposed measure as the Consumer
Advocate contends that both the Consumer Advocate and the Commission should be
able to access sufficient resources to ensure efficient operations to handle the normal
ongoing workload. While the Consumer Advocate understands the current situation
with the State's budget crisis, the Consumer Advocate contends that if the Commission
and the Consumer Advocate are not able to adequately fulfill their existing duties, this
will have a much more adverse impact on consumers and businesses than the
incremental resources needed by the agencies. The need for adequately staffed and
funded operations of the two agencies is also highlighted by the ongoing efforts to
implement measures related to the Clean Energy Initiative, since if the agencies are not
able to meaningfully participate or timely meet applicable responsibilities, this will
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adversely affect the State’s ability to migrate towards weaning itself from its
dependence on imported fossil fuels.

Thank you for this opportunity to testify.



