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HOUSE BILL NO. 1567, H.D. 1 - RELATING TO THE
PUBLIC UTILITIES COMMISSION

DESCRIPTION:

This measure proposes to authorize the Public Utilities Commission (“PUC” or
“‘Commission”) to establish preferential electricity rates for communities that serve as
geographic hosts for renewable energy projects.

POSITION:
The Division of Consumer Advocacy (“Consumer Advocate”) has concerns with
this bill and would like to offer the following comments for the Committee’s

consideration.

COMMENTS:

Any subsidized rates for one group of utility customers necessarily entail
increased rates for the remaining utility customers. Therefore, the cross-subsidization
inherent in this proposal is a matter of concern.

The Consumer Advocate recognizes the importance of communities that host
renewable energy facilities that will be required to fulfill the state’s transition to
100% renewable energy. The Consumer Advocate contends that it is important to
encourage community benefits programs where the developer of the projects provides
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significant, if not all of the, contributions towards the community benefits.
The Consumer Advocate appreciates the intent made clear in the amendment to this
bill, which forbids the Commission from allowing a preferential rate to absolve an energy
project developer from providing a meaningful community benefits package.

If this measure is to move forward, the Consumer Advocate asks the Committee
to consider additional provisions to clarify the provisions regarding community benefits.
As currently drafted, it might be argued that the Commission only needs to evaluate the
energy project developer’s contribution when a preferential electricity rate is sought for
the host community. The Consumer Advocate offers that the host community and other
customers may be better served if the draft language required evidence to be provided
to the Commission by the project developer that: 1) it has collaboratively developed a
community benefits program with the host community; and 2) makes clear that the
developer is funding most, if not all, of the contributions and support for the community
benefits program.

The Consumer Advocate acknowledges that the proposed language only
enables the Commission to consider preferential electricity rates. However, besides the
subsidization issues already discussed, the Consumer Advocate has remaining
concerns with the administrative effort and costs that may be associated with
establishing community based preferential rates.

Thank you for this opportunity to testify.
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TITLE: RELATING TO THE PUBLIC UTILITIES COMMISSION
Chair McKelvey and Members of the Committee:

DESCRIPTION:

This measure would authorize the PUC to establish preferential electricity rates for
ratepayers residing in communities that serve as geographic hosts for energy projects.

POSITION:

The Commission offers the following comments for the Committee’s consideration.
COMMENTS:

The Commission notes that establishing preferential rates for one class of customer
results in subsidization through the rates charged to all other customers. Establishing
preferential rates for one class of customer may be inconsistent with the fundamental
regulatory principles of establishing rates based on cost-causation and prohibiting undue

discrimination between similarly situated customers.

If it is the will of the legislature to provide a financial benefit to the geographic hosts of
energy projects, a tax credit or other incentive provided at the discretion of the legislature
may be more appropriate.

Thank you for the opportunity to testify on this measure.
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COMMENTS ON HB1567 HD1, Relating To The Public Utilities
Commission.

Chair McKelvey, Vice-Chair Ichiyama, and Members of the Committee,

I am John Cole, Chair of the Regulatory Reform Working Group of the Hawaii
Energy Policy Forum (Forum). The Forum, 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 and mission, and comprehensive “10 Point Action
Plan” serves as a guide to move Hawaii toward its preferred energy goals and
our support for this bill.

HB 1567 HD1 authorizes the PUC to establish preferential electricity rates for
communities that host energy projects.

The Forum provides the following comments:

Allowing the Commission to provide preferential rates to communities that host
energy projects could be a way to help balance the burdens on communities
hosting projects and the benefits the projects provide. It should be remembered,
however, that any discount is ultimately paid for by other ratepayers.
Additionally, it seems the bill would allow this treatment for any energy project.
That could mean, in order to be fair, the Commission would need to review all
projects in the State (existing and future), to determine the impacts on energy
project hosting communities and determine whether preferential rates, and the
amounts if any, are appropriate for each community.

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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