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Chair Keohokalole, Vice Chair Fukunaga, and members of the Committee, the
Hawai‘i State Energy Office (HSEO) supports SB 3195, SD1, that would revise a
section of Chapter 171 of the Hawaii Revised Statutes (HRS) having to do with the
process for leasing of state lands. The proposed change would simplify the definition of
‘renewable energy producer”’ in HRS section 171-95 that authorizes the Board of Land
and Natural Resources to perform certain transactions without public auction.

HSEO believes that (1) clarifying the definition would be helpful, and (2) the
anticipated need for renewable energy extends beyond the electricity sector, since the
state’s decarbonization goals include the reduction in greenhouse gases from fuels
used in the transportation sector, utility gas, and nonregulated fuel gases.

The statutory language, as it currently exists, is somewhat complex. The
proposed revision, referencing HRS 269-91, provides welcome consistency between
statutes.

The contents of the definitions are shown side-by-side in the table below for

comparison.
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HRS Section 171-95(c)

From HRS Section 269-91

For the purposes of this section, "renewable energy
producer" means:
(1) Any producer or developer of electrical or thermal

energy produced by wind, solar energy, hydropower,
geothermal resources, landfill gas, waste-to-energy,
ocean thermal energy conversion, cold seawater, wave
energy, biomass, including municipal solid waste,
biofuels or fuels derived from organic sources, hydrogen
fuels derived primarily from renewable energy, or fuel
cells where the fuel is derived primarily from renewable
sources that sell all of the net power produced from the
demised premises to an electric utility company
regulated under chapter 269 or that sells all of the
thermal energy it produces to customers of district
cooling systems; provided that up to twenty-five per
cent of the power produced by a renewable energy
producer and sold to the utility or to district cooling
system customers may be derived from fossil fuels; or

(2) Any grower or producer of plant or animal materials

used primarily for the production of biofuels or other
fuels; provided that nothing herein is intended to
prevent the waste product or byproduct of the plant or
animal material grown or produced for the production of
biofuel, other fuels, electrical energy, or thermal energy,
from being used for other useful purposes.

For the purposes of this part:
"Renewable energy" means
energy generated or produced
using the following sources:

(1)
(2)
(3)
(4)

(5)
(6)

(7)

(8)
(9)

Wind;

The sun;

Falling water;

Biogas, including landfill
and sewage-based digester
gas;

Geothermal;

Ocean water, currents, and
waves, including ocean
thermal energy conversion;
Biomass, including biomass
crops, agricultural and
animal residues and wastes,
and municipal solid waste
and other solid waste;
Biofuels; and

Hydrogen produced from
renewable energy sources.

HSEO recommends a slight adjustment to ensure that district cooling and sea

water air conditioning are able to continue as recognized technologies eligible for these

provisions, consistent with Act 205, Session Laws of Hawaii 2007. Using renewable

is consistent with the other reference to HRS section 269-91.

resources to directly provide energy-efficient cooling (i.e. not having to be converted into
electricity first and then into cooling) is a potentially powerful means of reducing energy
imports and avoiding emissions. Since “sea-water air-conditioning district cooling” is

recognized in HRS sections 269-91 and 269-96 as an efficiency technology, this change

Since there are already two paragraphs, (1) and (2), a simple approach that

would retain district cooling would be to add a third paragraph, as follows:



https://www.capitol.hawaii.gov/hrscurrent/Vol03_Ch0121-0200D/HRS0171/HRS_0171-0095.htm
https://www.capitol.hawaii.gov/hrscurrent/Vol05_Ch0261-0319/HRS0269/HRS_0269-0091.htm
https://www.capitol.hawaii.gov/slh/Years/SLH2007/SLH2007_Act205.pdf
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“(3) Any provider of district heating or cooling services

utilizing renewable energy.”

The paragraph would then (without Ramseyer marking) read as follows:

(c)

For the purposes of this section,

"renewable energy producer" means:

(1)

Any producer or developer of renewable
energy as defined in §269-91 that sells
the net power produced from the demised
premises; or

Any grower or producer of plant or
animal materials used primarily for the
production of biofuels or other fuels;
provided that nothing herein is
intended to prevent the waste product
or byproduct of the plant or animal
material grown or produced for the
production of biofuel, biogas,
hydrogen, or other fuels from being
used for other useful purposes; or

Any provider of district heating or
cooling services utilizing renewable

energy.

HSEO defers to the appropriate agency on the administration of this measure.

Thank you for the opportunity to testify.
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In consideration of
SENATE BILL 3195, SENATE DRAFT 1
RELATING TO RENEWABLE ENERGY

Senate Bill 3195, Senate Draft 1, proposes to amend the definition of “renewable energy producer”
in section 171-95, Hawaii Revised Statutes (HRS) to allow renewable energy producers to sell to
entities other than an electric utility company regulated under chapter 269, HRS. The Department
of Land and Natural Resources (Department) strongly supports this measure.

As written, to be eligible for a directly negotiated lease under section 171-95, HRS, a renewable
energy producer is required to sell all of the net power produced from the demised premises to an
electric utility company regulated under chapter 269, HRS. The Department believes that this
statute is outdated and in need of modernization. Evolving renewable energy technology now
includes far more than electricity generated by solar panels and governing statutes should reflect
that new reality. For example, a renewable energy project could produce energy in a form other
than electricity, such as hydrogen, that would not involve the sale of electricity or "wheeling,”
which Hawaiian Electric and other testifiers have expressed concern about in their testimony
during prior hearings of this measure and its house companion, House Bill 2020.

Removing the requirement that power be sold to an electric utility company would provide the
Department with greater flexibility to generate revenue to support its mission by expanding the
pool of potential applicants eligible for leases via direct negotiation rather than the cumbersome
and costly auction process.

Mahalo for the opportunity to testify on this measure.

BOARD OF LAND AND NATURAL RESOURCES
COMMISSION ON WATER RESOURCE

ACTING DEPUTY DIRECTOR - WATER

BOATING AND OCEAN RECREATION
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Chair Keohokalole, Vice Chair Fukunaga, and Members of the Committee:

MEASURE: S.B. No. 3195, SD1
TITLE: RELATING TO RENEWABLE ENERGY.

DESCRIPTION: Amends the definition of "renewable energy producer" in section 171-
95, HRS, to allow renewable energy producers to sell to entities other than an electric
utility company regulated under chapter 269, HRS. Takes effect 1/1/2060. (SD1)

POSITION:

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

COMMENTS:

The Commission appreciates the intent of this measure to expand the market for
renewable energy in order to complement the State’s efforts to achieve its renewable
energy goals. The Commission recognizes the potential advantages of a more diverse
energy market that would promote the production of clean electricity and understands
that producers of renewable energy play an important role in the State’s transition to
renewable energy. This measure could serve to increase the number of allowed
producers and provide more flexibility and options for sellers and buyers in the renewable
energy market.

The Commission observes that the measure provides consistency across statutes by
aligning the definition of “renewable energy” in HRS 8§ 171-95 with the definition in Chapter
269. The Commission notes that the two definitions are currently substantially similar and
supports this modification.
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The measure also proposes to remove language that renewable energy producers must
sell to an electric utility (page 3, lines 11 — 18). While HRS § 171-95 relates to the sale,
lease, and other actions by the Board of Land and Natural Resources related to public
lands, the removal of the referenced language creates confusion as to whether wheeling
(or sale of electricity to entities other than a utility) would be allowed through this measure.
The Commission appreciates the Committee’s consideration on this matter and
respectfully recommends language be inserted into this bill that clarifies that the bill does
not contemplate or authorize retail wheeling, as it is specifically addressed in S.B. No.
3194.

Thank you for the opportunity to testify on this measure.
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Dear Chair Keohokalole, Vice Chair Fukunaga, and Members of the Committee,

My name is James Abraham and | am testifying on behalf of Hawaiian Electric
offering comments on SB 3195, SD1, Relating to Renewable Energy.

The purpose of SB 3195, SD1 is “to allow renewable energy producers to sell to
entities other than the electric utility,” which is also known as “wheeling” of electricity.
Hawaiian Electric appreciates the intent of the bill to try to enable more renewable
development on State land; however, there are important equity concerns that should be
considered prior to focusing such development for purposes of wheeling rather than to
aid the State as a whole in achieving its renewable goals. Regulatory policies must take
into account these equity considerations and establish policy and technical requirements
that minimize cost shifting and consider the impacts on non-wheeling customers.

Hawaiian Electric agrees with the Public Utilities Commission’s (“Commission” or
‘PUC") suggestion of opening a new investigatory docket to explore whether
implementing wheeling in Hawaii is feasible and in the public interest. Specifically, we

believe that such a docket should examine intragovernmental wheeling (i.e., wheeling

from one government agency to another) as an initial step to consider the appropriate

Hawaiian Electric PO BOX 2750 / HONOLULU, HI 96840-0001
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balance of interests and priorities and address among other things risk of potential
significant cost and equity impacts to non-wheeling customers. Such a docket would
allow the Commission, the Consumer Advocate, Hawaiian Electric and other stakeholders
to establish a foundation for a balanced wheeling model which could be used to develop
similar programs for a wider range of customer-participants. This bill, however, could
allow energy developed on leased State land to be sold from one private entity to another
rather than being focused on benefits for the public.

In order to effectively balance many important objectives and produce
sustainable success in Hawaii’s unique renewable energy environment, a wheeling
program must be designed to consider and address the following key principles:

¢ Promote customer choice by increasing options. We seek collaboration to
establish and coordinate specific services between utilities and customers
needed to lower bills, increase renewable energy, and energy efficiency.

o Safety is paramount. Operating an electric grid is complex and should be the
responsibility of the utility without undue interference to ensure public safety and
the safety of utility crews.

¢ Reliability of the electric system. The reliability and resilience of the public
utility’s electric grid must not be compromised.

e Aiding renewable energy. Wheeling programs should be designed and
implemented to help increase the use of renewable energy for the benefit of the
whole community, not just the few who can afford it.

e Cohesion with existing renewable laws. A new wheeling model in Hawaii
must recognize existing laws, such as the utilities’ 100% renewable portfolio
standard, and ensure that wheeling does not interfere with or defeat these goals.

e Equity. Burden on other customers should be balanced with the benefits,
including the opportunity cost for non-wheeling customers. Regulatory policies
must minimize cost shifting, along with establishing other policy and technical
requirements.

e Avoid unintended consequences. Hawaii’s regulatory framework is
sophisticated and intended to serve many state and customer objectives. In
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fostering achievement of certain objectives, care must be applied to avoid
unintentionally undermining other priority objectives.

Hawaiian Electric has strong concerns about the feasibility of addressing and
balancing the above key principles in a full retail wheeling model and believes that a
reasonable first step would involve the PUC’s examination of intragovernmental
wheeling, which may have less impacts on non-participants and the community. As
currently drafted, this bill would allow State land to be developed to generate renewable
energy that could be wheeled for the benefit of a private entity. By removing the
limitation that renewable energy developed on State land be sold to the public utility,
potential equity concerns arise as that land will no longer be available for renewable
RFPs that lower costs and increase renewable energy utilization for the broader utility
customer base.

We welcome continued discussion of how wheeling concepts can be adapted to
fit the realities of the Hawaii energy system, with the understanding that the Company
must play a primary role in structuring such wheeling transactions to ensure safety,
reliability, and financial equity. Indeed, technology and the energy market have evolved
to the point where Hawaiian Electric now enables customers to enjoy many of the
benefits of wheeling through existing programs such as shared solar and the Microgrid
Services Tariff. We must address the State’s energy future as a whole and be cautious
not to simply adopt mainland solutions ill-fit for Hawaii, especially those used in larger
grids with large manufacturing and commercial loads.

Hawaiian Electric appreciates the Committee’s consideration of its comments on

SB 3195, SD1. Thank you for this opportunity to testify.
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Senate Bill No. 3195 SD1 - RELATING TO RENEWABLE ENERGY

To the Honorable Chair Jarrett Keohokalole, Honorable Vice Chair Carol Fukunaga and Members of the
Committee:

Kaua‘i Island Utility Cooperative (KIUC) is a not-for-profit utility providing electrical service to more than 34,000
commercial and residential members.

KIUC opposes this measure.

Over the past 10 years, KIUC has significantly increased its renewable generation. In 2010, KIUC's energy mix
included 10% renewable. Renewable production now stands at roughly 60%. This large growth in renewable
generation is not only well-ahead of established goals, it has significantly stabilized KIUC's rates: since May 2022,
KIUC has posted the lowest residential electricity rates in the state and is currently lower than rates recorded in
several localities on the mainland, such as San Diego.

Rate stabilization on Kaua‘i is largely attributable to KIUC securing long-term power purchase agreements for
utility-scale renewable projects. Solar facilities and battery storage systems connected to utility-scale solar
facilities account for roughly two-thirds of our renewable production and are among our lowest priced energy
sources. We believe that utility-scale projects owned or contracted by KIUC best serve our members, as they
deliver electricity at prices that smaller, privately-owned projects could not achieve.

KIUC is concerned that enactment of this measure would enable wheeling of electricity. Wheeling runs the risk
of creating a “have” and “have not” system of energy service where the majority would end up paying more in
utility bills for the benefit of a few. KIUC questions the need for wheeling on Kaua‘i given the success of the
cooperative in promoting and expanding renewable energy production. If there are good, cost-effective
renewable projects that KIUC is not pursuing, we are always open to receiving developer proposals and if the
project has merit, we believe the energy should be made available to the full grid and all ratepayers, not just a
few.



Kaua‘i Island Utility Cooperative
SB3195 SD1
Page 2

Franchised utility companies have a duty to serve all customers, the flip side is the utility needs to have the
opportunity to serve all customers to avoid subsidization. We encourage a cautious and comprehensive
approach to wheeling involving any non-franchise public utility operators. It is essential that any allowed
wheeling include proper costing of services from the franchise utilities, which should include consideration of
potentially stranded investments.

The Hawai‘i Public Utilities Commission (PUC) has rightly pointed out that wheeling “requires analysis of many
complex and interrelated issues to ensure reliability and cost effectiveness, such as interconnection, availability
of transmission and distribution capacity, appropriate rates and rate design, back-up power requirements, and
impacts on non-participating ratepayers.” KIUC would expect analysis of these costs to be conducted and
considered in any subsequent policies and procedures adopted by the PUC.

Mahalo for your consideration.

4463 Pahe’e Street, Suite 1 « Lihue, Kaua i, HI 96766-2000 « (808)246-4300 « www.kiuc.coop

KIUC is an equal opportunity provider and employer.
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Ulupono Initiative offers comments with amendments on SB 3195 SD1, Relating to
Renewable Energy.

Dear Chair Keohokalole and Members of the Committee:

My name is Micah Munekata, and I am the Director of Government Affairs at Ulupono Initiative.
We are a Hawai‘i-focused impact investment firm that strives to improve the quality of life
throughout the islands by helping our communities become more resilient and self-sufficient
through locally produced food, renewable energy and clean transportation choices, and better
management of freshwater resources.

Ulupono offers comments with amendments on SB 3195 SD1. This bill amends the
definition of “renewable energy producer” in section 171-95, HRS, to allow renewable
energy producers to sell to entities other than an electric utility company regulated under
chapter 269, HRS.

Based on previous hearings on this bill and its companion bill HB 2020, there are
conflicting views of how this measure is interpreted. On one hand, this measure seems to
unlock lease flexibility for the Department of Land and Natural Resources (DLNR) to enter
into direct negotiation with renewable energy producers or developers. On the other hand,
this measure’s purpose clause on Page 2 lines 15-16 states “to allow renewable energy
producers to sell to entities other than the electric utility” and further removes the
requirement that the renewable energy producer or developer sell the power produced to
an electric utility company, thus opening up an interpretation that allows for wheeling. We
believe that if the intent of this measure is solely to accommodate the former
interpretation, then language in the purpose clause must be changed. We recommend the
following amendment on pages 2, Section 1, lines 12-17:

“Accordingly, the purpose of this Act is to repeal the constraints of section 171-95,
Hawaii Revised Statutes, and the narrow definition of “renewable energy producer”,
to allow renewable energy producers to [sell-to-entities-other-than theelectrie
uﬂhty—mﬁuﬁherane&eﬁthe—ﬁateﬂenewableeﬂepgygeals] directly negotiate

leases with the department of land and natural resources.”

Investing in a Sustainable Hawai'i

999 Bishop Street, Suite 1202 | Honolulu, Hawai‘i 96813 & 808.544.8960 & 808.432.9695 | www.ulupono.com
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Currently, language in this bill raises several concerns regarding the concept of electricity
wheeling as it pertains to Hawai‘i as an island state and its potential implications to our
electricity markets, grid stability, and overall energy policy. If this bill does not seek to
establish a wheeling policy on DLNR lands, then language should be adjusted to meet the
bill’s true intention.

Additionally, we suggest adding a disclaimer language in this bill to reinforce this
legislative intent on page 3, section 1, to read as:

“(1) Any producer or developer of [eleetﬁeal—er—theemai] renewable energy as
defined in §269 91 § W 3 7 hy 3

provnded that this sectlon does not allow for the wheelmg of electr1c1tv

Thank you for the opportunity to testify.
Respectfully,

Micah Munekata
Director of Government Affairs
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