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On the following measure:
S.B. 2474, SD2, RELATING TO RENEWABLE ENERGY
Chair Lowen and Members of the Committee:

My name is Dean Nishina, and | am the Executive Director of the Department of
Commerce and Consumer Affairs’ (Department) Division of Consumer Advocacy. The
Department offers comments on this bill.

The purpose of this bill is to require the Public Utilities Commission to establish
reliability standards and interconnection requirements for renewable energy projects;
and, to require implementation of the Hawaii Electricity Reliability Administrator Law.

The Department appreciates the intent of this bill to aid in the timely
interconnection of renewable energy generation projects and how delays in
interconnecting cost-effective renewable energy projects will delay the benefits
associated with those projects being delivered to consumers and progress in complying
with the renewable portfolio standards. The Department notes, however, (as does the
Legislature in Section 1 of this bill) that the Commission is already investigating utility
interconnection processes in Docket No. 2021-0024. This topic is also being reviewed

in the context of specific proceedings related to the approval of the purchased power
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agreements. The Department respectfully suggests, instead of this bill’s prescriptive
approach to HRS Ch. 269 Part IX, that the Legislature allow the Commission to pursue
this issue with the current flexibility in HRS Ch. 269 Part IX and through the
aforementioned proceedings.

Strict time limitations could result in unintended consequences. Past
interconnection agreements have taken time to complete for various reasons, such as
the independent power producer requesting modifications after the initial review had
started and disagreements over certain interconnection requirements, to name two
examples. Interconnecting utility scale projects to the electric grid requires appropriate
care to avoid reliability and service quality issues. Imposing time limits on the
interconnection design and agreement between the utility and independent power
producer could, for instance, result in: (1) the utility agreeing to interconnection terms
that jeopardize system reliability so that the utility does not forfeit incentives or face
penalties; (2) the adoption of a standard interconnection agreement that would not be
subject to modifications requested by the independent power producer, which might
discourage developers from submitting proposed projects; or (3) potentially eliminating
the opportunity for community and public concerns to be addressed.

The Commission has already expedited its review process of both power
purchase agreements and interconnection agreements. To that effect, the Commission
reviewed phase 1 and 2 projects in Docket No. 2017-0352 pursuant to very aggressive
procedural schedules that taxed the Department’s resources to prioritize review of these
applications. The Department generally defers to the Commission on whether the
proposed 180 days for action on power purchase agreements is reasonable, especially
when those reviews must include a thorough analysis of greenhouse gases. However,
the Department believes exceptions should be allowed to allow due consideration of
customer and community concerns that may be raised with the renewable energy
project or the interconnection facilities that may require evidentiary hearings.

The Department also notes that requiring the start-up of HERA will establish an
additional administrative layer of review, which could result in additional delays. While

well intentioned, HERA may result in unintended consequences and will require
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additional funds that will be diverted away from other priorities and may duplicate some
of what the Commission already seeks to accomplish. The Department defers to the
Commission regarding the impact that “standing-up” HERA at this time may have on its
operations and available funds.

Thank you for the opportunity to testify on this bill.
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Chair Lowen and Members of the Committees:

MEASURE: S.B. No. 2474, SD2
TITLE: RELATING TO RENEWABLE ENERGY.

DESCRIPTION: Requires the Public Utilities Commission to establish reliability standards
and interconnection requirements for renewable energy projects. Requires
implementation of the Hawaii Electricity Reliability Administrator Law. (SD2)

POSITION:

The Public Utilites Commission (“Commission”) offers the following comments for
consideration.

COMMENTS:

The Commission supports the intent of this measure to facilitate the timely interconnection
of utility-scale renewable energy projects. The Commission is committed to creating a
regulatory environment that fosters improvement in the interconnection process, while
mitigating risks to ratepayers and facilitating achievement of the State’s energy goals.

The Commission shares the concerns expressed in Section 1 of this measure regarding
delays in bringing on needed renewable energy projects due to the ultility’s
interconnection process. As a result, the Commission has prioritized this matter in its
decision-making in several interrelated dockets, including the convening of multiple public
conferences with utility executives regarding their performance in this area, ordering
specific improvements to the interconnection process managed by the utilities, and
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requiring monthly or more frequent reporting from utilities and independent power
producers regarding pending renewable energy projects.’

As a component of these efforts, the Commission is currently investigating the
establishment of a Hawaii Electricity Reliability Administrator (“HERA”), as authorized
under HRS Section 269-146. The Commission has issued a Request for Information
(“RFI”) to solicit input from qualified entities to serve under contract as the HERA (a copy
of the RFI is attached to this testimony and is available at
https://hands.ehawaii.gov/hands/opportunities/opportunity-details/21007).

The overall goal of the HERA is to ensure the reliable design and operation of the Hawaii
electric systems. The initial focus of the HERA will be on the systems operated by the
Hawaiian Electric Companies. The key objectives currently envisioned for the HERA
include: (1) establish effective and transparent reliability standards; (2) oversee
interconnection-related matters including dispute resolution; (3) oversee grid operations,
system planning, and related studies; and (4) oversee and advise on cybersecurity
issues.

Establishing the HERA will be a complex and potentially costly effort. The intent behind
the RFI process is to understand the capabilities, concerns, and receive constructive
feedback from entities that could potentially serve in the role of the HERA, as well as
experts in the development, administration, or management of a process, program, or

1 The Commission has beenreviewingthe interconnection process and has solicited feedback from stakeholders in
DocketNo.2021-0024. Throughthis docket, the Commission has developedimprovements to the interconnection
processthatare beingincorporated into the next round of Requests for Proposals (“RFPs”). The Commission has
also set up tracker accounts to quantify and monitor the costs of project delays. As of the monthlyupdate
submitted by Hawaiian Electricon February 18, 2022, this cost adds up to $12,545,170.87 across several projects.
Accounting for these costs will allow for the Commission to assess and remedy these costs through regulatory
action and ensurethat ratepayers are not burdened by the costs of project delays.

Furthermore, through its efforts in the Distributed Energy Resources(“DER”) docket (Docket No.2019-0323), the
Commission has worked with stakeholders to reformthe utilities' interconnection process for small-scale systems,
reducinginterconnectiontimelines by up to 50%. In its performance-based regulation (“PBR”) order, issued on
December 23,2020, in Docket No.2018-0088, the Commission also established a performanceincentive
mechanism that uses both penaltiesand incentives to encourage the timely interconnection of DER resources by
electricutilities. The Commissionis currently considering performance incentive mechanisms for timely
interconnection of large-scale projects in the PBR docket.
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system similar to that envisioned for the HERA. The RFI process will gather information
to develop an effective and practical scope prior to requesting formal proposals. This
process will provide an indication of the pool of potential contractors who may be qualified,
including skill sets, expertise, and potential cost to perform the functions of the HERA.

The Commission appreciates the amendments included in Section 4 of Senate Draft 2 of
this measure, which will provide the Commission with the necessary authority and
discretion to determine the appropriate assessment of the surcharge and ensure that the
burden of this surcharge does not fall to ratepayers.

However, the Commission respectfully requests that the Legislature continue to allow the
Commission the discretion to determine the scope and functions of the HERA, including
the ability to contract for specific functions as appropriate, and the ability to prioritize
aspects of the envisioned scope of the HERA that should be addressed first. In addition,
requiring the Commission to follow interconnection procedures established in statute
could shackle the State to processes that could become outdated and could limit the
Commission’s ability to innovate and order the utilities to improve upon the
interconnection procedures currently in place.

The Commission believes that the flexibility to implement the HERA legislation based on
the responses the Commission may receive from the RFI and subsequent request for
proposal (“RFP”) processes will best serve the interests of electric customers and the
State.

Thank you for the opportunity to testify on this measure.



Request for Information
on
Hawaii Electricity Reliability Administrator
Organizational Considerations and Related Issues

The Public Utilities Commission of the State of Hawaii (“Commission”) issues this Request for Information
(“RFI”) to solicit input from qualified entities to potentially serve under contract as the Hawaii Electricity
Reliability Administrator (“HERA”) pursuant to the provisions in HRS 269 141-149.

I General Submission Requirements

A. Statement of Qualifications. Detail any experience you may have with the administration and
implementation of electric system reliability oversight programs.

B. Inclinations. In addition to providing qualifications, respondents should provide inclinations that
they would have towards performing some or all of the functions for which they provided
qualifications and whether they are inclined to subcontract certain functions.

C. Questions. All questions should be directed to the contact person shown below.

D. Format. All submissions must be signed and provided in electronic format to
stephen.m.mariani@hawaii.gov by Friday, April 8, 2022, 2:00 p.m., Hawaii Standard Time. The
Commission will not accept submissions made by means or in a format other than that described
above, including responses submitted in an oral, hardcopy, or other digital/electronic format.

E. Contact Information. Name: Stephen Mariani
Email Address: stephen.m.mariani@hawaii.gov

1. Background

This RFl is being issued to solicit information from:
e Entities having an interest in serving under contract with the Commission as the HERA; and/or,
e Experts in the development, administration, or management of a process, program, or system
similar to that envisioned for the HERA.

The Commission is in the process of exploring the opportunity to exercise its statutory ability to establish,
by contract, a body to function as the HERA. Enacted by Act 166 in 2012, the legislature created new
sections under Hawaii Revised Statute (“HRS”) Chapter 269 providing a framework for the establishment
of the HERA and its potential roles in Hawaii.

The objective of the HERA is to ensure the reliable design and operation of the Hawaii electric systems on
a continuous basis, with an initial focus on the systems operated by the Hawaiian Electric Companies
(“Hawaiian Electric”). Under the authority of the Commission, the HERA is intended to establish effective
and transparent Reliability Standards and oversee interconnection-related matters affecting Hawaii’s
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electric systems, with the goal of maintaining safe and efficient grid operations for all users. Pursuant to
HRS § 269-142, the HERA’s scope also includes non-utility entities that operate on electric systems (i.e.,
independent power providers, ancillary service providers, etc.).

The purpose of this RFl is to gather information from entities interested in contracting with the
Commission to serve as the HERA. The Commission seeks to understand the capabilities and expertise of
prospective entities to provide the services envisioned for the HERA. Based on the responses to the RFlI,
the Commission may consider the following next steps:

1. Discuss with Hawaiian Electric and key stakeholders the intended functions and responsibilities of
the HERA.

2. Establish the necessary funding sources for the contract dictated by HRS 269-146.

3. Develop a tailored RFP for a component or components of the Scope of Work (“SOW”) for the
HERA, following the procurement provisions outlined in HRS 269-147b.

The following sections lay out in detail the information the Commission would like to receive from RFI
respondents which the Commission believes will be useful to this development process. However,
respondents should feel free to provide additional information, insights, and recommendations that they
think may support the development of a HERA.

lll.  Purpose or Need

In this section, the Commission puts forth a list of issue areas on which the HERA could potentially oversee,
implement, study, and otherwise advise the Commission. For each sub-area, the Commission requests
that respondents provide up to two examples and/or descriptions of expertise that exemplify their
capability to serve in this sub-area. Respondents should consider including in their responses Hawaii-
specific examples or expertise, if possessed. In addition to providing their applicable qualifications,
respondents should include a brief narrative describing their inclinations on the breadth of work that they
could perform, including the extent to which they would intend to sub-contract for any work, if applicable.

The following broad scope is organized into four key issues and their sub-areas, with examples and
descriptions of the nature of work products and tasks involved with each. Intheir responses, respondents
should use the same numbering of the sub-areas to organize their responses and note where they do not
have qualifications or responses for specific sub-areas.

1. ISSUE: RELIABILITY STANDARDS

A. SuUB-AREA #1A: DEVELOPMENT, REVISION, AND REPEAL OF STANDARDS
It will be under the HERA's direction to create a set of reliability standards that can be
adopted by rule or order by the Commission to apply to Hawaiian Electric and other users
of their electric systems. The HERA’s work in this sub-area may include:

e Developing a framework for the creation of the standards (e.g., creating working
groups, engaging with stakeholders, reviewing the practices of the utility and
other users of the electric system)



e Reviewing the past reliability studies conducted in Hawaii and past proceedings
in this area

e leveraging and adapting existing reliability standards from the North American
Electric Reliability Corporation (NERC) and other industry standards (e.g.,
Institute of Electrical and Electronics Engineers (IEEE), RTO/ISO and other regional
planning standards)

e Performing or evaluating studies in Hawaii and on similar systems to determine
appropriate reliability standards to meet Hawaii’s particular system
characteristics

e Evaluating current practices and recommending standards that will ensure
continued expansion of Distributed Energy Resources (DER) adoption in a reliable
manner

e Putting forth written materials with the recommended reliability standards for
the Commission to review and adopt

e Monitoring the impacts of the adopted standards and recommending revisions,
repeal, and replacement of certain standards, as necessary, per changes in the
industry, technologies, or system needs

Itis expected that the HERA’s early work in this area will be interrelated with the planning
standards currently being discussed in the Integrated Grid Planning (IGP) proceedings.
Respondents are encouraged to look into the recent filings in Hawaiian Electric’s Grid
Needs Assessment and describe their familiarity with the planning standards in use in
Hawaii and elsewhere in the industry (e.g., Energy Reserve Margin, Loss of Load
Probability, Expected Unserved Energy, etc.).}

Efforts to these ends were taken up in the past in Docket No. 2011-0206, wherein the
Reliability Standards Working Group (RSWG) was charged with drafting a set of reliability
standards to apply to Hawaiian Electric’s systems. The RSWG’s work concluded in 2013
with the submission of a Final Report? submitted by an Independent Facilitator (IF)
representing the working group. Additionally, a Technical Review Council (TRC) reviewed
and responded to the IF’s Final Report.® Docket 2011-0206 remains active today as a
repository for monthly filings related to reliability metrics.* It is recommended that
respondents review these materials as examples of potential work products in this area.

B. SuB-AREA #1B: ENFORCEMENT
Pursuant to establishing a set of reliability standards, the HERA may be tasked with
enforcing these standards for electric utilities and non-utility users of the grid. To

1 See the November Update of the Grid Need Assessment, Appendix C at
https://www.hawaiianelectric.com/documents/clean energy hawaii/integrated grid planning/20211105 grid n
eeds assessment methodology review point book 1.pdf
2 See the Final Report submitted by the Independent Facilitator in Docket No. 2011-0206 at
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A13C27B50604E73541.
3 See Report of the Technical Review Committee in Docket No. 2011-0206 at
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A13E30B31018F69022.
See documents filed in Docket No. 2011-0206 at the Hawaii PUC DMS website at
https://dms.puc.hawaii.gov/dms/index.jsp.
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effectively carry out this work, the HERA's role may include a combination of monitoring,
reporting, reviewing interconnection agreements, developing violation ramifications, and
providing recommendations to the Commission for determining any violation penalties.
Experience in this area may include familiarity with reporting requirements, evaluation,
and other forms of performance studies for reliability issues.

Enforcement of reliability standards in Hawaii may look different than in other
jurisdictions due to its lack of regulated markets and its unique regulatory framework that
was recently adopted in the Performance-Based Regulation (PBR) proceedings.> Where
applicable, respondents may describe their experience working in Hawaii’s or other
jurisdictions’ performance-based frameworks.

2. ISSUE: INTERCONNECTION OVERSIGHT

A. SUB-AREA #2A: INTERCONNECTION PROCESS EVALUATION

The Commission has expressed ongoing concerns with delays occurring in the
interconnection process for both large-scale projects and DERs. Regarding large-scale
projects, several factors have been identified as causes of delays in commercial
operations dates for key renewable projects. The utility has taken various measures to
improve their interconnection process, but these efforts have largely been through
incremental changes to the process through various competitive solicitations for new
projects. Similarly, customers installing DERs have faced delays in interconnection
approvals and utility action. In this area, the Commission’s objective is for oversight of an
improved interconnection process that is transparent, efficient, cost-effective, and fair to
non-utility grid users. Areas of expertise in this area include but are not limited to
interconnection of small to large systems, with necessary knowledge of inverter
technologies, transmission and distribution system requirements, and the respective
interconnection approval steps.

The HERA may be charged with conducting periodic evaluations of the interconnection
processes, vetting recommendations to process changes, and serving as a resource for
interconnection best practices. The HERA should be familiar with past iterations of the
interconnection processes, previously suggested process improvements that were
considered, but not adopted, and comparable interconnection processes in other
jurisdictions.

For references in this sub-area, respondents may consider reviewing recent
interconnection process improvements that Hawaiian Electric compiled from
stakeholders in the Community Based Renewable Energy program RFP® and the large-
scale interconnection process evaluation conducted by one stakeholder as a part of that
docket.” For DER interconnections, respondents may review the recent actions taken

5 For more information on the PBR framework, see the Commission’s website at
https://puc.hawaii.gov/energy/pbr/.

5 For examples of the types of recommended interconnection improvements, see Exhibit 1, Attachment 2 in the
recent CBRE RFP at https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A21H26B10808D00791.
7 See Interconnection Process Improvement Recommendations filed drafted by Roland Berger, filed by Ulupono
Initiative at https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A21C25B62628C00249.
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under the PBR framework to address the customer interconnection experience® as well
as recent process improvements for interconnection of DER systems, such as the Quick
Connect Pre-Approval Program.®

B. SUB-AREA #2B: INTERCONNECTION COST REVIEW
One key consideration in the large-scale interconnection process is the cost that is
charged to non-utility parties seeking to interconnect to the grid. Relatedly, the
Commission is concerned with the level of transparency around interconnection costs and
the justification for interconnection requirements.

The HERA may be charged with conducting a cost audit for large-scale interconnections
which could include the full cost of interconnection, including estimates for both costs of
Company-Owned Interconnection Facilities (COIF) which are paid for by non-utility
entities consistent with utility’s standards and requirements and costs of Seller-Owned
Interconnection Facilities (SOIF), which are paid for by non-utility entities and typically
not disclosed to the utility. The Commission is interested in the development of an
accurate unit cost guide that can ensure a fair interconnection process across all islands,
as well as within each individual island system.

For reference in this sub-area, respondents may consider reviewing the Cost Guides
included in Appendix H which provide parties intending to interconnect utility-scale
projects to the grid with estimated costs of COIF.°

C. SUB-AREA #2C: DISPUTE RESOLUTION
Pursuant to the HERA’s work ensuring fair costs and efficient process steps for
interconnection, the HERA may also be responsible for resolving interconnection disputes
as they arise. These disputes will be technical in nature, related to the interconnection of
resources, as opposed to contracting or other legal disputes under the purview of the
Independent Observer.

Disputes which the HERA would be expected to resolve may include, but are not limited
to, the following matters:

e Accuracy of analysis performed in studies and engineering conclusions

e The necessity for equipment or facilities required by the utility

e Whether there is a feasible, lower cost alternative to a requested upgrade
e Whether modifications to an application should trigger a re-study

e  Whether current approval process for DERs is reasonable and efficient

8 See Interconnection Experience proposals under the PBR Framework in Order No. 37787, at 132
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A21E17B53226E00118.

9 See details of the QuickConnect program at https://www.hawaiianelectric.com/products-and-services/customer-
renewable-programs/private-rooftop-solar/quick-connect.

10 see Appendix H in the Stage 3 All Source RFP for Hawaii Island at
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A21J18A92625I00035.
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The process of invoking a dispute will be initiated by the non-utility entities engaging in
the utility’s interconnection process so this work will be intermittent and performed on
an as-needed basis.

The HERA will also be influential in the development of a formal dispute resolution
process as a part of the development of reliability standards in Sub-Area #1A. In this
section, respondents may describe their familiarity or experience with dispute resolution
processes in other jurisdictions.

D. SuUB-AREA #2D OVERSEEING INTERCONNECTION QUEUE
The HERA is also expected to oversee the interconnection queue. Currently, through
Docket No. 2011-0206, the Commission receives monthly reports on the number of
interconnection requirement study (IRS) applications received across the various
distributed energy resource (DER) programs, while also monitoring the utility scale
interconnections that have been approved through this docket.!

The information currently shared with the Commission includes the total requests,
request dates, max kW of the system applying, locational attributes, proposed in-service
dates, length of time the request has been pending, and any information regarding delays.
The report includes additional information about mitigation measures, costs, and the
program name.

The HERA may be responsible for monitoring these reports and requesting additional
information, if necessary, to ensure that interconnection queues are operating efficiently
across all programs. Additionally, the HERA may be responsible for validating the system
reliability as a result of the proposed interconnections, leveraging the necessary hosting
capacity data on the relevant system. Both tasks are intended to improve the
Commission’s oversight over the interconnection process.

Accordingly, the HERA could operate in a similar way to an independent system operator
(1SO). In addition to overseeing the queue, the HERA might serve as a liaison for providing
relevant details about hosting capacity and other interconnection queue related data to
non-utility entities interested in interconnecting.

3. ISSUE: SYSTEM OPERATIONS OVERSIGHT

A. SUB-AREA #3A GRID OPERATIONS MONITORING AND DATA-SHARING
Through the development and enforcement of reliability standards and oversight of the
interconnection process, the HERA will be well positioned to monitor and share real-time
information related to grid conditions and system operations. While historically the
Commission has relied on data reporting from the utility, the establishment of the HERA
presents an opportunity to improve transparency and data sharing, by enabling the HERA
to review, curate, and share pertinent information with interested stakeholders beyond
what is currently available through Hawaiian Electric’s resources. The HERA would take

11 See Monthly IRS reports filed in Docket No. 2011-0206 at the Hawaii PUC DMS website at
https://dms.puc.hawaii.gov/dms/index.jsp.
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responsibility for coordinating with the utility’s system operators to develop a process for
data-sharing, while maintaining the appropriate levels of security and privacy.

Respondents are encouraged to review an example of current data sharing by the utility
through their Locational Value Maps.*?

B. SuUB-AREA #3B SYSTEM PLANNING AND OPERATIONS STUDIES

The Commission envisions the HERA as being comprised of a core team of experts in
electric system reliability and planning. From time to time the HERA may be called upon
to perform, draft, and review technical studies related to the Hawaii electric system. This
could include conducting studies on resource adequacy, ancillary services, transmission
planning, and other topics related to grid operations. The HERA’s responsibilities could
also include reviewing and evaluating studies performed during the interconnection
process and reports filed annually by the utility regarding their resource adequacy.

In this area, respondents are encouraged to provide examples of their experience with
reliability studies, specifically with grid characteristics similar to the Hawaii electric system
and with rapid expected growth of renewable, distributed, and inverter-based resources.
With respect to these resources, the Commission is interested in determining the role for
advanced inverter functionality on the Hawaiian Electric systems, which is a topic of
review in the DER Technical Track in Docket No. 2019-0323%3, Such studies may lead to
HERA taking action through establishing reliability standards (Sub-Area #1A), resolving
disputes (Sub-Area #2C) , and overseeing the interconnection queue (Sub-Area #2D).

For reference in this sub-area, respondents may consider reviewing the Adequacy of
Supply (AOS) reports filed annually with the Commission.** Additionally, a number of
studies have been completed in relation to the IGP process on Transmission Planning®®
and Grid Forming technologies.'® Respondents may also consider reviewing the Reliability
Analysis recently conducted by the Hawaii Natural Energy Institute related to the
retirement of the AES coal plant in September 2022.%

4. IssUE: CYBERSECURITY

12 see the current Locational Value Maps (LVMs) for Hawaiian Electric systems at
https://www.hawaiianelectric.com/clean-energy-hawaii/integration-tools-and-resources/locational-value-maps.
13 See the DER Technical Track under the PUC’s DER Policies at https://puc.hawaii.gov/energy/der/.

14 Adequacy of Supply (AOS) Reports for all the Hawaiian Electric Companies can be found on the PUC website at
https://puc.hawaii.gov/reports/energy-reports/adequacy-of-supply/.

15 See the Transmission Renewable Energy Zone Study in Exhibit 2 of the Grid Needs Assessment at
https://www.hawaiianelectric.com/documents/clean energy hawaii/integrated grid planning/20211105 grid n
eeds assessment methodology review point book 2.pdf.

16 See the Island Wide PSCAD Studies conducted by Electranix Inc. at
https://www.hawaiianelectric.com/documents/clean energy hawaii/integrated grid planning/stakeholder enga
gement/working groups/stakeholder technical/20210630 electranix report.pdf.

17 See HNEI’s AES Retirement Resource Adequacy Analysis Update at
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A21F21A85419100959.
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A. SUB-AREA #4A UTILITY CYBERSECURITY OVERSIGHT
To address the increasing risk of cybersecurity attacks on electric grids and other critical
infrastructure that the grid supports, the Commission anticipates that the HERA will
reviews and analyze threat levels and preventative efforts being taken by Hawaiian
Electric. In concert with the other sub-issue areas related to cybersecurity, oversight of
Hawaiian Electric’s cybersecurity practices may involve comparison to best practices and
standards in place in other jurisdictions.

For reference in this sub-area, respondents may review the initiatives that Hawaiian
Electric describes in the area of Safety and Cybersecurity® and testimony from the Chief
Information Officer describing Hawaiian Electric’s protection practices and awareness of
cybersecurity threats.®

B. SUB-AREA #4B CYBERSECURITY ADVISORY TO THE COMMISSION

The HERA may from time to time be asked to advise the Commission on issues related to
cybersecurity threats to the electric grid. This advisory role may be carried out through
studies on cybersecurity practices in other jurisdictions, analyzing cost-effectiveness of
cybersecurity-related investments, and helping the Commission in decision-making on
cybersecurity-related issues. In addition to providing and developing resources on utility
cybersecurity practices and frameworks for protecting against threats, the HERA may be
called upon to advise the Commission on Hawaii-specific cybersecurity issues as a result
of its unique geography and the nature of national defense and homeland security
infrastructure located in Hawaiian Electric’s service territory.

For reference in this sub-area, respondents may review the Cybersecurity Strategy
Development Guide published for regulators by the National Association of Regulatory
Utility Commissioners (NARUC). %

C. SUB-AREA #4C DEVELOPMENT OF CYBERSECURITY STANDARDS

Similar to sub-area #1A, the Commission may charge the HERA with establishing a set of
cybersecurity standards that could be adopted by rule or order by the Commission and
applied to grid operations and performance standards for Hawaiian Electric and non-
utility grid users alike. The development of these standards could be performed
concurrently with applying oversight and advising the Commission on cybersecurity issues
or after a period of time spent studying and overseeing the cybersecurity practices
currently in place. The Commission is interested in developing cybersecurity standards
that address threats from grid-scale and distributed resource assets as the number of
non-utility entities operating resources on the Hawaiian Electric systems increases.

18 See Hawaiian Electric’s Security & Cybersecurity Initiatives at https://www.hawaiianelectric.com/about-
us/innovation/safety-and-cybersecurity.

19 See HECO T-17 (Testimony from Hawaiian Electric’s Jason Benn, CIO and VP of IT) at
https://dms.puc.hawaii.gov/dms/DocumentViewer?pid=A1001001A19H22B50826A00417.

20 See NARUC's Cybersecurity Strategy Development Guide at https://pubs.naruc.org/pub/8C1D5CDD-A2C8-DA11-
6DF8-FCC89B5A3204.
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Initially, it may be helpful for the HERA to review and adapt existing cybersecurity
guidance published by NERC?! and the National Institute of Standards and Technology
(“NIST”)?2 to form prescriptive, enforceable standards that can be utilized by the
Commission to ensure proper practices are in place to mitigate cybersecurity threats.

V. References

Included throughout this RFI are references to helpful resources that may be considered by respondents
in providing their submission (see footnotes).

V. Additional Information

The issue of this RFl is solely for information gathering purposes, and not for solicitation related to any
potential future request for proposals (“RFP”) issued by the Commission. Expenses incurred by any person
or entity in responding to this RFI will not be reimbursed by the Commission or any other agency of the
State of Hawaii.

Participation is optional, and any person or entity responding to this RFl is not required to respond to any
subsequent procurement action a purchasing agency may take. Neither the purchasing agency nor the
interested party responding has any obligation under this RFI.

21 See NERC’s Cybersecurity Frameworks at https://www.nerc.com/pa/Stand/Pages/Cyber-Security-

Permanent.aspx.
22 See NIST’s Cybersecurity Framework at https://www.nist.gov/cyberframework.
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Chair Lowen, Vice Chair Marten, and Members of the Committee,

My name is Rebecca Dayhuff Matsushima and | am testifying on behalf of
Hawaiian Electric Company, Inc. (“Hawaiian Electric” or the “Company”)
respectfully in opposition to S.B. 2474 S.D.2, Relating to Renewable Energy.

S.B. 2474 S.D.2 proposes to amend the Hawai‘i Electricity Reliability
Administrator (“HERA”) law requiring, among other things, that the Public Utilities
Commission (“PUC”) develop reliability standards and interconnection requirements,
and to contract with a third party to serve as the Hawai'‘i electricity reliability
administrator. The bill also requires the PUC to establish certain interconnection
procedures including requiring the utility to complete interconnection design, reach
agreement with a renewable project developer on interconnection, and file with the
PUC, an interconnection or line extension approval request no later than 270 days after
the utility executes and files with the PUC for approval, a power purchase agreement
(“PPA”) with the developer.

While Hawaiian Electric understands the significance of the issues raised in the
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preamble of this bill, the Company has concerns that the changes proposed by the bill
could have unintended consequences and a detrimental impact on renewable projects
as further explained below. Hawaiian Electric understands the deep economic and
environmental importance of streamlining the interconnection process to accelerate
renewable energy projects and is currently working extremely hard to accelerate further
integration of renewable energy in the State.

The Company is committed to continuous improvement and is therefore
constantly looking for ways to improve the interconnection process. Based on its
experience with its Stage 1 procurement, the Company implemented changes that
have resulted in efficiencies and reduced interconnection study timelines in its Stage 2
procurement.

The Company has continued to improve the process and has incorporated
changes for interconnection of projects under its pending Stage 3 procurement, as well
as for the PUC’s community based renewable energy program. For example, the
Company plans to: (1) accelerate and streamline engineering aspects, (2) shorten the
interconnection requirements study (“IRS”) process by allowing for more parallel efforts
and an earlier equipment software model checkout process, and (3) provide developers
with preliminary interconnection requirements and circuit capacity information during
the bid submittal period so developers can prepare better bids. With the IRS
improvements, the Company should be able to be complete an IRS within ten months
of receiving working models from a developer.

For its Stage 3 procurement, the Company has also proposed a process where
the PPA would be executed after IRS completion, which has several benefits. This will
ensure project milestones match the results of the IRS and will incentivize both the

developer and the Company to move through the IRS process quickly. In addition, this
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would enable Hawaiian Electric to submit an application for PUC approval of a PPA
and any interconnection or line extension request via one filing, compared to the
current phased approach (i.e., PPA filed first, interconnection PPA amendment
executed after the IRS is completed, and a subsequent filing with the PUC for approval
of the line extension).

Timely completion and successful development of renewable projects are
critically important to Hawaiian Electric for several reasons, including meeting the
State’s Renewable Portfolio Standards (“RPS”) requirements, reducing reliance on
imported fossil fuels, stabilizing and reducing volatility of our customers’ bills, reducing
greenhouse gas emissions, and assisting with post-pandemic economic recovery.
Stakeholders, including Hawaiian Electric, developers, the community, government
agencies, and regulators must all work together in order to successfully interconnect
projects and for the State to meet the RPS. The interconnection process must have
the flexibility to adjust for changes due to permitting requirements, financing
restrictions, community feedback, and other factors that could impact the fundamental
design of an interconnection and change the scope and timing of the interconnection
process.

While Hawaiian Electric is working hard to keep renewable energy projects on
schedule and put them into service as quickly as possible, there are risks to setting rigid
deadlines. A potential, unintended consequence of the bill is that Hawaiian Electric
would have to drop projects that do not meet deadlines so as not to potentially cause
delays to other projects.

Developers can further help accelerate the process through various means
including bidding well-developed projects with minimal changes and timely providing

functional software models. Although project changes can cause delays, in some
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circumstances, changes may be beneficial. For example, developers may propose
project design modifications to address community concerns. In some situations, the
delay created by the change can avoid even more severe delays to a project’s
guaranteed commercial operations date if the project were to maintain its original
design. Setting deadlines by statute could create a deterrent to implementing these
desirable changes.

Given the importance of renewable development for the State, Hawaiian Electric
recognizes the concern over timely project completion. However, by statute, the PUC
already has broad supervisory oversight over the utility and the ability to set timelines
and penalties. There are overview mechanisms already in place, such as the
Performance Based Ratemaking (“PBR”) scorecards, which will be a mechanism for
reporting various milestones throughout the interconnection process. Moreover, the
performance incentive mechanism established in the PUC’s PBR proceeding for the
adjusted calculation of RPS, called RPS-A, already substantially incentivizes Hawaiian
Electric to have projects on-line sooner. Finally, Hawaiian Electric has participated in
numerous status conferences scheduled by the PUC to provide updates, and continues
to provide the PUC with monthly updates, making a change of law unnecessary for the
utility to provide updates. Requiring the PUC to adopt formal reliability standards and
interconnection requirements and procedures, and contract with a third party to serve
as the Hawai'i electricity reliability administrator will necessarily require time, increase
costs, and could hinder the progress of renewable project development in Hawaifi,
which would be contrary to the intent of this bill.

Thank you for this opportunity to comment on S.B. 2474 S.D.2.
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SB 2474 SD2
Chair Lowen, Vice Chair Marten, and members of the committee,

Hawaii Clean Power Alliance (HCPA) supports SB 2474, which establishes reliability
standards and interconnection requirements of public electric utilities for renewable energy
projects and requires implementation of the Hawaii Electric Reliability Administrator Law.

Hawaii Clean Power Alliance is a nonprofit alliance organized to advance and sustain the
development of clean energy in Hawaii. Our goal is to support the state’s policy goal of 100
percent renewable energy by 2045. We advocate for utility-scale renewable energy, which is
critical to meeting the state’s clean energy and carbon reduction goals.

As the legislature recognizes, moving with intention and urgency is needed to meet the
state’s ambitious renewable energy goals, bring relief to ratepayers, and reduce carbon
emissions. Independent power producers rely on a clear timeline and transparent costs to
ensure their proposed projects can be completed within budget and will positively
contribute to the state’s renewable energy portfolio goals.

By revising this existing statute — simply changing the word “may” to “shall” — the legislature
is taking a meaningful and substantive step towards meeting the ambitious renewables
targets.

In addition, power supply and electric grid system reliability are essential to everyone in the
state — utilities, consumers, and developers that bring new projects to market. The state’s
decision to mandate the retirement of the AES plant was based on the reasonable
expectation of timely completion of new replacement renewable generation. Significant
delays of these new renewable projects, due in part to interconnection delays, have
heightened concerns regarding the potential for outages and the increased use of dirty fossil
fuels at a higher price to ratepayers.

Developers look to two markers to determine the viability of renewable projects:

(1) timeliness of decision-making and execution by the regulatory and utility entities and (2)
the costs of interconnection. In Hawaii, these costs remain unknown until well into project
development, after power purchase pricing has been committed to, creating uncertainty for



the project’s successful completion. When these costs become apparent long after the
proposed price has been approved, without the ability to make adjustments due to factors
beyond thier control such as interconnection, can make the project no longer financially
viable, causing the project to terminate, setting back renewable energy achievement for
many years. This also leaves the developer and more importantly the industry wary of
developing future Hawaii projects. Timeliness and transparency in the interconnection
process can help to resolve some of these risks that delay the state’s achievment of the clean
energy goals.

Previously, the PUC created an independent observer to oversee the RFPs of renewable
energy projects. By creating the standards for electric grid reliability and the independent
administrator, Hawaii Electricity Reliability Administrator (HERA), to oversee electric grid
reliability, a qualified, independent entity can address the interconnection process,
timeliness, transparency, equity, and reliability. Notably, the PUC has just issued a Request
For Information (RFI) regarding a Hawaii Electricity Reliability Administrator.

The HERA does not create an additional cost to the state or ratepayers because it is funded
by the renewable developers needing to interconnect to the electric grid. Today, developers
bear the cost of uncontrolled and/or undetermined interconnection processes. As added
insurance to ratepayers, the current statute provides the PUC full authority as to whether any
costs should or should not be borne by ratepayers.

Put simply, when risks are controlled, so are costs. The HERA allows for the PUC to have more
oversight into grid reliability standards and provides for more transparency in the
interconnection process. It puts in place tools that address and control costs, eliminating the
unknowns that can derail a project. When variables and risks are controlled, ratepayers
benefit. This bill will support the state’s progress to 100 percent renewable electricity while
setting standards for grid reliability, a win-win-win for all stakeholders.

We ask the committee to pass this bill.

Thank you for the opportunity to testify.
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Comments:

Dear Honorable Committee Members:

Please support SB2474.

Thank you for the opportunity to present my testimony.
Andrea Quinn

Kihei, Maui
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