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DESCRIPTION:

This measure requires electric utilities that use a time-of-use feature in its rate
structure to include a credit to the eligible customer-generator for any net electricity
produced during peak hours of usage.

POSITION:

The Division of Consumer Advocacy (“Consumer Advocate”) offers comments on
this bill.

COMMENTS:

The Public Utilities Commission (“PUC”) and dozens of stakeholders have been
immersed in the PUC’s Distributed Energy Resources (“DER”) docket for months, and
the relevant preceding dockets for years before that. Last October, the PUC issued a
decision and order in Phase | of the DER docket addressing immediate issues involving
time-of-use (“TOU”) rates by ordering the utilities to propose a TOU tariff for
consideration and review.
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In Phase Il of the DER docket, the proposed TOU tariff is playing a key role in
helping the PUC determine the value of the energy that customer-generators produce
for themselves and for the grid. High peak pricing under the proposed TOU tariff
increases the implicit value of any energy a customer-generator can avoid buying from
the grid, and it may persuade the PUC that the value of any energy exported to the grid
by customer-generators during peak hours should be more valuable than at other times
of day. Amendments to this bill to let the PUC effectuate the requirements therein
notwithstanding, the PUC’s continuing investigatory proceedings in Phase Il of the DER
docket, reviewing the proposed TOU tariff and determining the value of exported
energy, may still make this bill unnecessary.

Thank you for this opportunity to testify.
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COMMENTS ON HB 1730 HD1 Relating to Energy Tariffs
Chair McKelvey, Vice-Chair Woodson, and Members of the Committee,

The Hawaii Energy Policy Forum (“HEPF”), created in 2002, is comprised of over
40 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. Our vision, mission and comprehensive “10 Point Action Plan” guide us
in moving Hawaii toward its preferred energy goals and our comments on this
bill.

HB 1730 HD1 requires that time-of-use (“TOU”) electricity rate structures include
a credit to eligible customer-generators for any net electricity produced during
peak hours. The HEPF supports TOU electricity pricing and its ability to incent
behavior in customers and in markets that will help drive us toward our State
energy goals. This bill is unnecessary for the following reason:

In Docket No. 2014-0192, the Public Utilities Commission (“PUC”) is in its
second phase, with many stakeholders, of investigating how distributed energy
resources should be integrated into Hawaii’s electric systems in the most cost-
effective and reliable manner possible. This includes the use of TOU rate
structures. Furthermore, the currently running Hawaiian Electric Companies TOU
pilot program already works the way this bill contemplates. Eligible customer-
generators receive credit for exported energy that is equal to the rate at the time the
energy is exported, whether it a peak period or otherwise. This is the way TOU
pricing should work. Confusingly, this bill would apply only to peak periods and
is silent on the other periods that would be part of a TOU structure.

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.
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TESTIMONY IN SUPPORT OF HB 1730 HD1
Aloha Chair McKelvey, Vice Chair Woodson, and Committee Members,

Blue Planet Foundation supports HB 1730 HD1, which would apply a smart time-of-use pricing
concept to distributed energy generation (such as rooftop solar). As explained in this testimony,
this solution is fair, rational, efficient, and innovative, and it can lower energy costs for
consumers. We suggest a clarification at the end of this testimony.

Time-of-use (or “TOU”) pricing is a system under which the price of electricity varies based on
when that electricity is used or generated. This is a sensible way to match the real cost of
energy with the actual price paid by energy users. Attimes of day when excess energy
generation is available, the price can be set lower to incentivize residents and businesses to use
energy at that time. At other times of day, when energy demand is high, the price can be
increased to shift some of that energy demand to other times of day. This can encourage
energy efficiency and generation when demand is highest, and encourage energy consumption
and storage when demand is lowest.

In October 2015, the Public Utilities Commission formally expressed that it “is disappointed
with the HECO Companies’ apparent ambivalence towards establishing an effective TOU
option for DER customers.” The testimony opposing this bill displays the same disappointing
ambivalence. It is correct that the commission has already ordered the utilities to prepare time-
of-use tariffs for rooftop solar customer -- but this new time-of-use feature was created over
resistance and foot-dragging from the monopoly electric utilities. The resulting utility proposals
were only a half-measure, applying time-of-use only for consumption. The time-of-use concept
has not been applied to generation. This is asymmetrical and inefficient. HB 1730 HD1 fixes
that situation and makes time-of-use a full-time solution rather than a half-time solution.

! Decision and Order No. 33258, filed Oct. 12, 2015 in Docket No. 2014-0192.

info@blueplanetfoundation.org
55 Merchant Street 17t Floor « Honolulu, Hawai'i 96813 « 808-954-6142 « blueplanetfoundation.org



The consumer benefits of this bill are numerous:

- Fair. By making time-of-use accessible for both consumption and generation, this measure
encourages the fair treatment of utility customers. Indeed, time-of-use pricing for generation
is already found in the utility’s contracts with fossil fuel power plants.

- Rational. Pricing electricity in closer relation to its actual cost and value is economically
rational. This injects a dose of economic sense into the otherwise closed monopoly electric
industry. Other industries, such as the cell phone industry, have long applied the time-of-
use concept (e.g. free weekend minutes).

- Efficient and cost-saving. With a more dynamic approach to pricing energy consumption
and generation, energy use will better match generation thus encouraging a system in
which renewable energy is not wasted. Work by Professor Matthias Fripp at the University
of Hawai‘i at Manoa College of Engineering also shows that matching consumption with
generation, e.g. through a time-of-use rate structure, can lower the cost of electricity for

everyone.
- Innovative. Time-of-use creates a much-needed mechanism for innovative new energy

solutions, such as energy storage, smart thermostats, and similar technologies that will help
to match energy supply and demand.

HB 1730 recognizes the power of this sensible policy solution by ensuring that some aspects of
the time-of-use concept are applied to both energy use and energy generation. HB 1730
ensures that energy generated during times of peak usage would be appropriately credited.
This will incentivize residents and businesses, if they utilize rooftop solar and export some
energy to the grid, to find ways to export that energy when energy demand is highest.

We suggest one clarification for the bill:

Presently, HB 1730 HD1 would amend H.R.S. § 269-102. This section is within the Part IV of
Ch. 269, regarding net energy metering (“NEM”). The language and intent of HB 1730 is
broader than NEM as it set forth in Part IV. And as the Committee is likely aware, the Public
Utilities Commission recently ended the prior version of the NEM program. Thus, it may be
necessary to clarify that the time-of-use structure required by this bill will be open to NEM
customers (without forcing the customer to cancel their NEM participation) and it can be applied
to distributed energy customers who are not NEM patrticipants. This could be achieved in part by
placing the amended language into another portion of Ch. 269. For example, H.R.S. § 269-16
covers the topic of utility ratemaking in general. In addition, Section 1 of the bill could include an
additional express clarification that the bill is intended to create time-of-use options for both
NEM and non-NEM utility customers.

Thank you for the opportunity to testify.

Blue Planet Foundation Page 2
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Dennis Lee
Manger, Pricing Department
Hawaiian Electric Company, Inc.
Chair McKelvey, Vice Chair Woodson, and Members of the Committee:

My name is Dennis Lee and | am testifying on behalf of Hawaiian Electric
Company and its subsidiary utilities Maui Electric Company and Hawai'‘i Electric Light
Company (“Hawaiian Electric Companies” or “Companies”) in opposition to H.B.
1730 HD 1.

This bill requires that the electric utility provide a credit to eligible customer-
generators for any net electricity produced during peak hours of usage if there is a
time-of-use feature in its rate structure.

The Hawaiian Electric Companies are supportive of grid supply credit rates,
including time-variant, that provide fair compensation for electric grid services and
other benefits provided by distributed generation customers while providing a net
benefit to all customers, including those who do not have distributed generation
and/or storage. The Companies believe that the best venue to determine these rates
for the energy exported to the electric grid by customer-generators is the current
investigative proceeding in Phase Il of the DER docket before the Public Utilities
Commission.

Matters related to customer-generators are currently being addressed by the

Public Utilities Commission (PUC) in the Distributed Energy Resources (DER) docket



(Docket No. 2014-0192) — where the PUC is evaluating and taking action upon the
various issues associated with rooftop solar and other distributed energy resources
(DER). The technical, economic and policy issues being addressed by the PUC are
complex and inextricably.

In Phase 1 of the DER docket, the PUC established broad reforms through a
collaborative process that will support sustainable growth in the market for rooftop
solar PV and other DER desired by Hawaii’s residents and businesses. The reforms
established by the Commission will: (1) promote rapid adoption of the next generation
of solar PV and other distributed energy technologies, (2) encourage more
competitive pricing of DER systems, (3) lower overall energy supply costs for all
customers, and (4) help to manage each island grid’s scarce capacity.

With respect to NEM, the PUC acknowledged that NEM has been an
extraordinary success in Hawai‘i, but also determined, after a comprehensive
investigation, that a transition away from NEM is essential to ensure all customers
benefit from continued growth in distributed energy, not just those who have the
ability to install solar PV or other forms of DER. The Commission has approved new
rooftop PV programs to replace NEM that will continue to allow customers to add
rooftop solar but in a manner that is fair and sustainable.

In Phase 2 of the DER docket, the PUC will focus on further developing
competitive markets for DER in Hawaii. As stated by the PUC, the PUC will closely
monitor the progress of the state’s electric utilities as they move towards 100%
renewable energy and will take further action to ensure the state’s electric utilities
continue to reduce costs to customers while ensuring the safety and reliability of each

island grid.



Accordingly, the Hawaiian Electric Companies oppose H.B. 1730 HD1 and
request that this bill be held.

Thank you for this opportunity to testify.
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Chair McKelvey, Vice-Chair Woodson and members of the committee, my name is
Hajime Alabanza, and I represent the Hawaii Solar Energy Association, Inc. (HSEA)

HSEA supports HB 1730 HD 1 with comments. This bill amends §269-102 to include a
credit to the eligible customer-generator for any net electricity produced during peak
hours of usage.

This bill is a step in the right direction as it pertains to grid modernization and valuating
ancillary services of renewable energy. It is important to provide a credit for excess
energy generated by a customer-generator, especially during peak hours. This creates fair
valuation of energy produced and fosters the use of renewables.

Furthermore, the same credit should be given to customers who have chosen or will
choose to add energy storage to their individual systems. Energy storage systems provide
benefits to the grid and should be incentivized with the same credit proposed in HB 1730.
Part of grid modernization is the ability of customer-owned energy storage to export
excess energy to the grid when requested by the utility in both peak and non-peak hours.
This export should be fairly valuated and credited to the generator.

Additionally, language protecting current NEM customers from violating their own NEM
agreements by modifying their solar systems with energy storage should be inserted.
There would be little incentive to add energy storage to an existing system if that addition
was to invalidate a preferable rate agreement.

Finally, HSEA concurs with the language inserted in HB 1730 HD1 that pertains to
authorities granted to the PUC. Ultimately, it is the PUC’s mandate to interpret and
enforce bills of this nature. This should be explicitly stated.

Thank you for the opportunity to testify.

P.O. Box 37070 Honolulu, Hawaii 96837
SOLAR HOTLINE (808)232-8371
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Representative Angus I.K. McKelvey, Chair
Representative Justin H. Woodson, Vice Chair
House Committee on Consumer Protection and Commerce

Testimony in Opposition to current form of HB 1730, HD1 Relating to
Wheeling. (Requires electric utilities that use a time-of-use feature in its
rate structure to include a credit to the eligible customer-generator for any
net electricity produced during peak hours of usage.)

CPC Hearing: Monday, February 22, 2016, 2:30 p.m., in Conf. Rm. 325

The Land Use Research Foundation of Hawaii (LURF) is a private, non-profit research
and trade association whose members include major Hawaii landowners, developers
and a utility company. One of LURF’s missions is to advocate for reasonable, rational
and equitable land use planning, legislation and regulations that encourage well-
planned economic growth and development, while safeguarding Hawaii’s significant
natural and cultural resources and public health and safety.

LUREF supports the general intent of this bill, however, it must oppose of HB 1730,
HD1, which requires that electric utilities provide a “time of use” credit to eligible
customer-generators for any net electricity produced during peak hours of usage if there
is a time-of-use feature in its rate structure. LURF’s opposition is based on two facts:

1) The Legislature should not impose such a mandate, because it lacks the
factual information, technical expertise and collaborative process to
address the technical issues and complicated consequences relating to this
measure; and

2) This subject of this bill is currently being investigated by the Public
Utilities Commission (PUC). the current PUC Phase II Distributed Energy
Resources (DER) Docket, the PUC will review, evaluate and take action on
matters associated with rooftop solar and other DERs customer-
generators, including credits for peak-hour generation. Under the
circumstances, LURF respectfully recommends that the Legislature should
refrain from dictating any conclusions or outcomes through legislative
mandates; defer HB 1730; and allow the PUC to do its job in the Phase II
DER Dockets.
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HB 1730, HD1. This bill mandates that all electric utilities that use a time-of-use
feature in its rate structure to include in that rate structure, a credit to the eligible
customer-generator for any net electricity produced during peak hours of usage. It
also requires the PUC to determine the credits; and requires the PUC to effectuate the
intent of this measure.

LURF’s Position. LURF’s opposition is based on, among other things,

e Technical energy issues are best investigated, evaluated and
recommended by the PUC in a collaborative effort with utilities,
power producers and other stakeholders, and not by legislative
mandates. LURF supports the idea of utilities providing reasonable “time of
use” credits to eligible customer-generator for any net electricity produced during
peak hours of usage. However, the technical, economic and policy issues and
the impacts on other energy programs and rate payers are complex and are linked
with various issues associated with rooftop solar and other distributed energy
resources (DER). Thus, instead of legislative mandates that attempt to dictate
the outcome of the PUC decisions, such technical energy issues are best
investigated, evaluated and recommended by the PUC in a collaborative effort
with utilities, power producers and other stakeholders.

e HB 1730 is unnecessary, because the PUC already has a current
investigative proceeding that will address the issues of concern in the
bill. LUREF believes that the current investigative proceeding in Phase II of the
PUC’s Distributed Energy Resources docket (Docket No. 2014-0192), is the most
appropriate forum to determine rates and credits for eligible customer-generators
for any net electricity produced during peak hours of usage. LURF understands
that the in the current PUC Phase II DER Docket, the PUC will evaluate and take
action on matters associated with rooftop solar and other DERs customer-
generators, including credits for peak-hour generation. LURF respectfully
recommends that the Legislature should allow the PUC to do its job, and that the
Legislature should refrain from dictating any conclusions or outcomes through
legislative mandates.

For the reasons stated above, LURF must oppose HB 1730, HD1 and respectfully
requests that this bill be held in this Committee.

Thank you for the opportunity to present testimony regarding this matter.
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From: mailinglist@capitol.hawaii.gov

Sent: Saturday, February 20, 2016 6:17 AM

To: CPCtestimony

Cc: dylanarm@hawaii.edu

Subject: *Submitted testimony for HB1730 on Feb 22, 2016 14:30PM*
HB1730

Submitted on: 2/20/2016
Testimony for CPC on Feb 22, 2016 14:30PM in Conference Room 325

Submitted By Organization Testifier Position Present at Hearing
| Dylan Armstrong | Individual | Support | No |
Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please emalil
webmaster@capitol.hawaii.gov
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From: mailinglist@capitol.hawaii.gov

Sent: Sunday, February 21, 2016 2:19 PM

To: CPCtestimony

Cc: cbanni34@hawaii.edu

Subject: Submitted testimony for HB1730 on Feb 22, 2016 14:30PM
HB1730

Submitted on: 2/21/2016
Testimony for CPC on Feb 22, 2016 14:30PM in Conference Room 325

Submitted By Organization Testifier Position Present at Hearing
| CRYSTAL BANNISTER || Individual | Support | No |

Comments: | support HB173 in that "this will ensure fair compensation to the customer and also
create an incentive for more investment in storage for distributed energy, which will move Hawaii
closer to achieving its clean energy goals.” | further believe it should be considered that customers
should be credited for all energy, both on peak and off peak hours that they supply back to all
consumers. Furthermore, Hawaii should move towards a solar energy requirement for all NEW home
construction. Additionally, Hawaii Electric should be required to pay/credit FAIR rates to those who
supply back to the grid and have a requirement to connect every home solar system to the grid.
Currently there are too many stipulations and red tape to get connected to the grid. All homes who
have solar should be connected if they so desire and not on a waiting list for approval. It is in the best
interest of our environment.

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please emalil
webmaster@capitol.hawaii.gov
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