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SB 1045

RELATING TO ELECTRIC COOPERATIVES.

Electric Cooperatives; Waiver; Exemption; Public Utilities Commission;
Division of Consumer Advocacy

Directs the Public Utilities Commission and the Division of Consumer
Advocacy to specifically consider the ownership structure and
interests of an electric cooperative; and authorizes the Public Utilities
Commission to waive or exempt an electric cooperative operating in
the State from compliance with the provisions of chapter 269, Hawaii
Revised Statutes, as well as any other applicable charters, franchises,
rules, decisions, orders, or any other laws.
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TESTIMONY OF JEFFREY T. ONO, EXECUTIVE DIRECTOR, DIVISION OF
CONSUMER ADVOCACY, DEPARTMENT OF COMMERCE AND CONSUMER
AFFAIRS, TO THE HONORABLE ROSALYN H. BAKER, CHAIR,

AND MEMBERS OF THE COMMITTEE
SENATE BILL NO.*1045 - RELATING TO ELECTRIC COOPERATIVES

DESCRIPTION:

This measure proposes to direct the Public Utilities Commission (“PUC") and the
Division of Consumer Advocacy (“DCA") to specifically ¢consider the ownership structure
and interests of an electric cooperative; and authorizes the PUC to waive or exempt an
electric cooperative operating in the State from compliance with the provisions of
Chapter 269, Hawaii Revised Statutes, as well as any other applicable charters,
franchises, rules, decisions, orders, or any other laws.

POSITION;

The Division of Consumer Advocacy (Consumer Advocate} supports
S.B. No. 1045.
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COMMENTS:

Electric utility cooperatives are required to act in the best interest of their
member/owners. Unlike investor owner utilities (IOU), cooperatives are not
profit-driven.

In various dockets involving Kauai Island Utility Cooperative (KIUC), the
Consumer Advocate took the position that the Consumer Advocate would apply the
same level of scrutiny to KIUC, in spite of its cooperative ownership model, because
Hawaii Revised Statutes Chapter 269, did not provide for any exceptions for electric
utility cooperatives. S.B. No. 1045 would provide the necessary exception, but at the
same time provide adequate protection to the cooperative’s memberfowners by
requiring the cooperative to apply for a waiver or exemption to the Public Utilities
Commission,

Thank you for this opportunity to testify.
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MEASURE: S.B. No. 1045
TITLE: Relating to Electric Cooperatives

Chair Baker and Members of the Committee:
DESCRIPTION:

This bill would direct both the Public Utilities Commission (“Commission”) and the
Division of Consumer Advocacy of the Department of Commerce and Consumer Affairs
("Consumer Advocate”) to take into consideration the ownership structure and interests
of electric utility cooperatives ("Cooperative”) when dealing with relevant matters.
Further, the Commission is authorized to waive or exempt Cooperatives from having to
comply with certain regulatory laws when such compliance is determined by the
Commission to be unjust, unreasonable, or not in the public interest.

POSITION:

The Commission strongly supports this measure and would also like to offer the
following comments for the Committee's consideration.

COMMENTS:

Chapter 269, Hawaii Revised Statutes, is structured to provide regulatory oversight of
investor-owned electric utilities. Cooperatives are member-owned and operate on a
not-for-profit basis. Therefore, the Commission believes it would be appropriate to
review laws and administrative rules for their applicability to the Cooperative model.
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An application for a waiver or exemption must go through a proceeding, which includes
the Consumer Advocate as a party, and may, at the discretion of the Commission,
include other qualified interveners or participants. The Commission believes this is a
safeguard to protect the Cooperative member/ratepayer's and the public inferest.

There were concerns raised at an earlier hearing on how such a waiver or exemption
would impact statewide energy policy mandates, like the State’s Renewable Portfolio
Standards and Energy Efficiency Portfolio Standards. It is not the intent of the
Commission to utilize its discretionary authority to usurp statewide policies but to apply
its discretionary authority judiciously where, for example, existing laws such as
methodologies in the regulation of utility rates or ratemaking procedures may not
directly apply to the Cocperative structure. The Commission would be happy to work
with the Legislature to further clarify the intent of this measure, if necessary.

Thank you for the opportunity to testify on this measure.
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitied in my capacity as
Council Chair of the Kauai County Council.

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kaua‘i Island Utility Cooperative (KIUC) here on Kauz'i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. Hawai'i Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawaii and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State’s renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

For the reasons stated above, | am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitted in my capacity as
Vice Chair of the Kaua‘i County Council.

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kaua Island Utility Cooperative (KIUC) here on Kaua‘i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. Hawai'i Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawai‘l and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State’s renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

For the reasons stated above, I am in strong support of 8.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,
NADINE K. NAKAMURA
Vice Chair, Kaua‘i County Council
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitted in my capacity as
an individual Councilmember of the Kaua‘l County Council.

I am in full support of S.B. No., 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kaua‘l Island Utility Cooperative (KIUC) here on Kaua‘l based on KIUC's

not-for-profit ownership structure instead of an investor-owned structure. Hawai‘i Revised
Statutes (HRS) Chapter 269 was enacted well before any eleciric cooperatives existed in
Hawaiil and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State’s renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

For the reasons stated above, I am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,

t‘\-—’
GARYY.. HOOSER
Councilmember, Kaua‘i County Council
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives, My testimony is submitted in my capacity as
an individual Councilmember of the Kaua‘i County Council.

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kauai Island Utility Cooperative (KIUC) here on Kaua'i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. Hawai'i Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawai‘i and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State’s renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

TFor the reasons stated above, I am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,
e
Zoss KAGAWA ¥
Councilmember, Kaua‘i County Council
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitted in my capacity as
an individual Councilmember of the Kaua‘t County Council,

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kauai Island Utility Cooperative (KIUC) here on Kaua‘i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. Hawai'i Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawai‘i and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State's renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

For the reasons stated above, I am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,
M%"”w

MEL RAPOZO
Councilmember, Kaua'i County Council
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Dear Chair Baker and Members of the Senate Committee on Commerce and Consumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitted in my capacity as
an individual Councilmember of the Kaua‘i County Council.

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kaua'i Island Utility Cooperative (KIUC) here on Kaua'i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. FHawaii Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawai‘i and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support both KIUC and the
State's venewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are infact.

For the reasons stated above, I am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,
T§M BYNUM v
Councilmember, Kaua'i County Council
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Dear Chair Baker and Members of the Senate Committee on Commerce and Congumer
Protection:

Thank you for this opportunity to submit testimony in strong support of S.B.
No. 1045, Relating to Electric Cooperatives. My testimony is submitted in my capacity as
an individual Councilmember of the Kaua‘i County Council.

I am in full support of S.B. No. 1045, which provides for the Public Utilities
Commission (PUC) and the Division of Consumer Advocacy (DCA) to specifically consider
and evaluate Kaua'i Island Utility Cooperative (KIUC) here on Kaua‘i based on KIUC's
not-for-profit ownership structure instead of an investor-owned structure. Hawaii Revised
Statutes (HRS) Chapter 269 was enacted well before any electric cooperatives existed in
Hawai‘i and this Bill will provide the PUC with statutory power to waive or exempt KIUC
from any statute or other requirements upon finding that such requirements are unjust,
unreasonable or not in the public’s best interest. This Bill will support hoth KIUC and the
State’s renewable energy initiatives by streamlining the regulatory process for electric
cooperatives, reduce cost of regulatory oversight of electric cooperatives and its members,
and avoid duplication of compliance efforts required by Federal and State Agencies. This
legislation was a collaborative effort by KIUC, the PUC, and the DCA to support the State’s
energy goals by easing the regulatory burden while still ensuring that regulatory oversight
and consumer safeguards are intact.

For the reasons stated above, I am in strong support of S.B. No. 1045 and ask for
your favorable support. Again, thank you for this opportunity to submit testimony.

Sincerely,

ﬁﬂ%& B
QANN A, Y&%MURAH
Councilmember, Kauai County Council
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Commerce and Consumer Protection

By Michael Yamane, P.E.
Chief of Operations
Kauai Island Utility Cooperative
4463 Pahee Street, Suite 1, Lihue, Hawaii, 96766-2000

Thursday, February 14, 2013, 9:00 a.m.
Conference Room #229

Senate Bill No. 1045 — Relating to the Public Utilities Commission

To the Honorable Rosalyn H. Baker, Chair; Brickwood Galuteria, Vice-Chair,
and Members of the Committee:

Thank you for the opportunity to testify on this measure. | am Michael Yamane, Chief of
Operations at Kauai Island Utility Cooperative (“KIUC”). | am here today to testify in
strong support of Senate Bill (*SB”) No. 1045.

As you know, KIUC is a member-owned electric cooperative. This means that KIUC is
essentially owned by the very customers it serves. Every customer of KIUC has the
right to be member/fowner of the cooperative, and currently over 99.5% of KIUC's
customers are members of the cooperative. Electric cooperatives are not-for-profit, are
owned by the very customers that they serve, and are member-run. KIUC has 9 Board
of Directors who are elected by its membership (i.e., the customers that it serves)
through a democratic process.

Without the need for profits and shareholder dividends, cooperatives utilize what would
normally be profits (cooperatives call them "margins") and invest them back for the
benefit of the cooperative — by either funding new capital projects and initiatives, by
allocating margins to the cooperative's members as capital credit contributions, and,
eventually, by making patronage capital refunds to its members; and otherwise
generally using the monies collected for the general welfare of the cooperative
members. In fact, in KIUC’s first ten years as a cooperative, KIUC has returned over
$20 million in patronage capital refunds back to its members.  These are all monies
that would not have been returned back to KIUC’s customers, and would have instead
gone to shareholders, if KIUC was instead an investor-owned utility.

The above underscores that, as a cooperative, KIUC is inherently sfructured and
committed to do what is in the overall best interests of its members — with one of those
commitments being to reduce the island’s dependency on imported fossil fuels. This
has been formalized in KIUC’s Strategic Plan, which calls for 50% renewable generation
by 2023.

{00022514-1} 1
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Senate Bill No. 1045 will authorize and direct the Hawaii Public Utilities Commission is
to specifically consider the ownership structure and interests of not-for-profit, consumer-
owned electric cooperatives, and to take actions consistent with how best to regulate
and oversee an electric cooperative. Specifically, this measure, if adopted, will provide
the Commission with the appropriate flexibility and discretion to establish, streamline
and ease the regulatory process and burden for an electric cooperative in the State to
the extent it deems reasonable and in the public interest, while still ensuring adequate
regulatory oversight and consumer safeguards as hecessary or appropriate.

Thank you again for the opportunity to inform you of KIUC's position on this matter.

{00022514-1}



SB1045

Submitted By Organization Testifier Position Present at Hearing

Ed Wagner Individual Support NO

Troy Abraham Individual Support No
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