STAND. COM. REP. NO. 205?

Honolulu, Hawaii

FEB 0712012
RE: S.B. No. 2752
S.D. 1

Honorable Shan S. Tsutsuil
President of the Senate
Twenty-Sixth State Legislature
Regular Session of 2012

State of Hawaii

Sir:

Your Committee on Commerce and Consumer Protection, to which
was referred S.B. No. 2752 entitled:

"A BILL FOR AN ACT RELATING TO ELECTRIC UTILITIES,"
begs leave to report as follows:

The purpose and intent of this measure is to authorize the
Public Utilities Commission to allow electric utility companies to
recover all non-energy power purchase costs that have been
approved by the Commission.

Your Committee received testimony in support of this measure
from the Public Utilities Commission; Hawaiian Electric Company,
Inc.; Mauil Electric Company, Limited; Hawaii Electric Light
Company, Inc.; Blue Planet Foundation; and Hawaii Renewable Energy
Alliance. Your Committee received testimony in opposition to this
measure from Friends of Lana‘i and one individual.

Your Committee finds that credit agencies impute debt
associated with power purchase contracts when establishing a
utility's credit rating. Credit ratings measure credit risk and
can have an impact on the cost of capital to an electric utility
company and the cost of power purchase contracts. Your Committee
further finds that these costs ultimately impact the cost of
electricity to customers, as the costs of financing and purchased
power are recoverable in customers' rates.

Your Committee additionally finds that this measure will
reduce the imputed debt levels of local electric utility
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companies, thus enhancing the financial strength and credit
ratings of the companies. Fiscally strong electric utility
companies can ultimately benefit electric utility customers in the
form of cheaper rates from lower costs of capital.

Your Committee has amended this measure by:

(1) Clarifying the effects of independent power purchase
contracts from a credit rating agency perspective and a
credit rating agency's reason for imputing debt;

(2) Clarifying which power purchase costs arising out of
power purchase agreements are allowed to be recovered by
an electric utility company and how they may be
recovered; and

(3) Making technical, nonsubstantive amendments for the
purposes of clarity and consistency.

As affirmed by the record of votes of the members of your
Committee on Commerce and Consumer Protection that is attached to
this report, your Committee is in accord with the intent and
purpose of S.B. No. 2752, as amended herein, and recommends that
it pass Second Reading in the form attached hereto as S.B.

No. 2752, S8.D. 1, and be referred to the Committee on Ways and
Means.

Respectfully submitted on
behalf of the members of the
Committee on Commerce and
Consumer Protection,

CTy e

ROSALYN H. BAKER, Chair
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The Senate
Twenty-Sixth Legislature
State of Hawai‘i

Record of Votes
Committee on Commerce and Consumer Protection
CPN

Bill / Resolution No.:* Committee Referral: Date:

SR 752 | cpPN, WANM 2-2- {72

D The committee is reconsidering its previous decision on this measure.

If so, then the previous decision was to:

The Recommendation is:

|::| Pass, unamended Pass, with amendments |:| Hold |:| Recommit
2312 » 2311 2310 2313
Members Aye , Aye (WR) Nay Excused
BAKER, Rosalyn H. (C) v,
TANIGUCHI, Brian T. (VC) v,
GALUTERIA, Brickwood vV,
GREEN, M.D., Josh v/,
NISHIHARA, Clarence K. v /
SOLOMON, Malama v /
SLOM, Sam v

TOTAL < \ \ 0

Recommendation: '
@/Adopted |:| Not Adopted

Chair's or Designee’s Signature: m 3 N
- “‘\/(/\

Distribution: Original Yelow Pink \Gcr)gnrod
File with Committee Report Clerk's Office Drafting Agency Committeg File Copy

*Only one measure per Record of Votes
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