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MEMORANDUM:

TO: Ms. Dee Dee Letts
Judiciary ADR Program

FROM:  Maurice H. Kaya )@(M‘é/{ﬁr

RE: PCC Roundtable, September 21, 1989

I have been able to obtain the following information after
researching SB 2362-88 which was a subject of discussion by PDF and Ron
Phillips. You will recall that I stated at the meeting that I was unaware of
any bill that would have "allowed utilities to pay more for geothermal energy
compared to the price paid for oil fired generation.”

This bill became law as Act 246 (1988) and amends Section 269-27.2
HRS. You will note that it is not a geothermal bili. In fact, this bill was
introduced to support payments for alternate energy produced by sugar
companies. Accordingly, there was favorable testimony from several sugar
people on the Big Island, including Hilo Coast Processing and the independent
cane growers association. I do not recall any testimony from geothermal
developers. ODBED did submit supportive testimony. The bill allows the PUC to
grant permission to the utility companies to charge additional rates for
capacity payments negotiated with alternate energy producers, in this case,
sugar producers, before a formal rate case, upon the conduct of an evidentiary
hearing. This was NOT a geothermal bill.

Thank you for the opportunity to set the record straight on this
matter.
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RELATING TO ALTERNATE ENERCY.

BL IT ENACTED BY THE LEGISLATURL OF THE STATE OF HAWAIL

SECTION 1. The legislature finds and declares that section
269-27.2, Hawaii Revised Statutes, is intended to encourage the
' development and use of nonfossil fuel sources of electric energy
! and to provide for the public utilities comrission to determine
the just and reasonable rate for the nonfossil fuel generated
electricity. The recovery of peyments made to nonfossil fuel
producers by an electric public utility will encourage the public
. utility to utilize the nonfossil fuel sources.
' SECTION 2. Section 269-27.2, Hawaii Revised Statutes, is
' amended to read as follows:
"§269-27.2 Utilization of electricity generated from
' nonfossil fuels. (a) The public utilities commission shall
! investigate and determine the extent to which electricity
! generated from nonfossil fuel sources is available to public
' utilities (which] that supply electricity to the public, which

' electricity is in excess of that utilized or otherwise needed by
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the producers for their internal uses anc which [such] the

producers are willing to make ava.labie to [such] the electric

public utilit.es.

(b} The pudblic utilities cormmission may direct public
utilities [which] that supply eleciricity to the public to
arcange for the acquisition of and to acquire [such) electricity
generated from nonfossil fuel sources as is available from and
which the producers of same are willing and able to make
available to [such] the public utilities, and to employ and
dispatch [such] the nonfossil fuel generated electricity in a
manner consistent with the availability thereof to maximize the
reduction in consumption of fossil fuels in the generation of
electricity to be provided to the public.

{c) The rate payable by the public utility to the producer
for [such] the nonfossil fuel generated electricity supplied to
the public utility shall be as agreed between the public utility
and the supplier and as approved by the public utilities
commission; provided that in the event the public utility and the
supplier fail to reach an agreement for [such] a rate, [such] the
rate shall be as prescribed by the public utilities commission
according to the powers and procedures provided in this chapter.

In the exercise of its authority to determine the just and
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reascnable rate for the nonfossil fue. generated electricity
supplied to the public utility by the producer, the commission
shall establish that the rate for purchase of electricity by a
public utility shall not be leus than one hundred per cent of the
cost avoided by the utility when the utility purchases the
electrical enerqgy rather than producing the electrical energy.
In determining the amount of the payment in relation to avoided
cost, as that cost is or shall later be defined in the rules of
the commission, the commission shail consider, on a generic
basis, the minimum floor a utility should pay, giving
consideration not only to the near-term adverse consequences to
the ultimate consumers of uEilxty provided electricity, but also
to the long term desirable goa. of encouraging, to the greatest
extent practicable, the development of alternative sources of
energy.

Nothing in this subsection shall affect existing contracts
between public utilities and suppliers of nonfossil fuel
generated electricity.

(d) Upon application of a public utility that supplies

electricity to the public, the comnission, after an evidentiary

hearing, may allow payments made by the public utility to

nonfossil fuel producers for firm capacity and related revenue

SB LRB F-0¢73 ' e8399



Page &

4N 2%

azxes to be recovered by the pubi.ic utiiity through an interinm

—

inctease in rates until the effective date of the ra‘e change

approved by the comrission’s firal deciaior an the public

utility's next general rate procend.ng under section 269-16,

notwithstanding any fequifementr t< the cortrary of any other

provision in this chapter or in the commiss.:on's rules or

practices; provided that recovery shall be allowed only if the

commission finds that the recovery:

{1} 1s in the public interect:;

(2) Will encourage the ma.ntenance or development of
ourcer ©! enerqgy:

{3) wWill increase energy celf-syffic.ency:
)

Is not unduly prejudicial to the public ut:lity's

customers: andg

{S5) 1Is reasorab.e in amount,.

The evidentiary hear.ng prov:.dec for in th:s subsection shall be

conducted expedi1tiously and sha.. be lirnited to evidence re.ated

to the above findings. Notwithstanding section 269-16, no publie

hearing shall be required, except as the commission in its

discretion may require.”

SECTION 3. Statutory material to be repealed is bracketed.

New statutory material is underscored.

»
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SECTION 4. This Act shall take effect upon\iLs approval.

(Approved Jupe 9, 1988.) /?g@ M( ;,-V\_ LAW%

ACT 246 S.B. NO. 2362

A Bill for an Act Relating to Allernate Encrgy.
Be It Enacted by the Legislature of the Siate of Hawaii:

SECTION 1. The legislature finds and declares that section 269-27.2, Hawaii
Revised Statutes, is intended to encourage the development and use of nonfossil
fuel sources of electric energy and 1o provide for the public wtilitles commission
to determine the just and reasonable rate for the nonfossil fuel pencrated electricity.
The recovery of payments made 1o ponfossil fuel producers by an electnic public
utility will encourage the public utility to utilize the nonfossit fuel sources.

SECTION 2. Section 269-27.2, Hawaii Revised Statutes. is amended to
read as follows:

*¢$269-27.2 Utilization of electricity generated from nonfossil foels. (a}
The public utilies commission shall investigate and determine the extent to which
electricity generated from nonfossil fuel sources is available to public utilities
[which] that supply electricity to the public, which electricity is in excess of that
utilized or otherwise needed by the producers for their internal uses and which
[such] the producers are willing to make available 10 [such} the electric public
utilities.

{b} The public utilities commission may direct public wilites [which] that
supply electricity to the public to arrange for the acquisition of and 10 acquire {such]
electricity generated from nonfossil fuel sources as is available from and which the
producers of same are willing and able to make available to {such) the public
utilities, and to employ and dispaich [such) the nonfossil fuel generated electricity
in a manner consistent with the availability thercof to maximize the reduction in
consumption of fossil fuels in the generation of electricity to be provided to the
public.

(¢) The rate payable by the public utility to the producer for [such] the
nonfossil fuel generated electricity supplied 1o the public utility shall be as agrecd
between the public utility and the supplicr and as approved by the public uulities
commission; provided that in the event the public utility and the supplier fail lo
reach an agreement for [such)] a rate, [such} the raie shall be as prescribed by the
public utilities commission according to the powers and procedures provided in this
chapter.

In the exercise of its authority to determine the just and reasonable rate for
the nonfossil fuel generated electricity supplied to the public utility by the producer,
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the commuission shall establish that the rate for purchase of electricity by a public
utility shall not be less than one hundred per cent of the cost avoided by the uuility
when the utility purchases the ¢lectrical energy rather than producing the electrical
energy. In determining the amount of the payment in relaticn to avoided cost, as
that cost is or shall later be defined in the rules of the commission, the commission
shall consider, on a generic basis, the minimum Moor a utility should pay, giving
consideraiion not only to the near-term adverse consequences to the ultimate con-
sumers of utility provided electricity, but also to the long term desirable goal of
encouraging, o the greatest extent practicable, the development of alternative sources
of energy.

Nothing in this subsection shall affect existing contracis between public
unlites and suppliers of nonfossil fuel generated electricity.

(d) Upon apphication of a public utility that supplies electnicity to the public,
and potification of its customers, the commussion, after an evidentiary hearing, may
Jlow pavments made by the public uulity 1o nonfossil_fuel producers for firm
capacity and related revenue taxes to be recovered by the public utility through an
interim increase in rates unt] the effective date of the rate change approved by the
commissiva’s 1inal decision in the public utlity's next general rate proceeding under
section 269-16, notwithstanding any requirements o the contrary of any other
provision in this chapter or in the commission’s rules or practices; provided the
amount recovered by the utility and the amount of increase in rates due to the
payments for firm capacity and related revenue taxes 1o be charged to the consumers
of_the clecmcity are found by the commission_tg be:

(1) Just and reasonable;

(1)  Not unduly prejudicial to the_customers of the public_utility;

11} Promotional of Hawaii's long-term objective of energy self-sufficiency;

(4} Encouraging 10 the maintenance or development of nonfossit fucled

sources of electrical energy; and

{5) In the overall best interest of the general public,

The evidentary hearing provided for in this subsection shall be conducted expe-
dittously and shall be limited to evidence related to the above findings. Notwith-
standing section_269-16, no public hearing shall be required, except as the com-
mission in its discretion may require.

SECTION 3. Statutory material to be repealed is bracketed. New statutory
matenal is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved June 9. 1988 )
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Under Section 266-24, Hawaii Revised Suatutes, the Director of Transporiation is authorized to confer the powers of

police officers on any oﬂlcer employee, or representative of the Departmemt of Transportation o assist with the
enforcement of State laws and rules relating to water safety.

The Department of Transportation testified that it does not have enough marine patrol officers to effectively enforce
water safety laws and rules, including the thrill crafi law. This bill will significantly increase the enforcement of water
safetv laws and rules by alfowing the power of police officers to be conferred on County employees.

Your Committee on Transportation is in accord with the intem and purpose of S.B. No. 2838 and recommends (hat it
pass Second Reading and be placed on the calendar for Third Reading.

Signed by all members of the Commiitee except Senator George.
SCRep. 1959 (Join) Agriculure, Energy and Ocean Resources and Public Utilities oo S.B. No. 2362

The purpose of this bitl is to provide further incentives to electric utilities to seek the development and use of nonfossil
fuel sources of electric enecgy.

This bill provides a mechanism for interim rate increases to cover the cost of capacity payments to such sources,
criteria for such increases, and a provision for public hearings at the discretion of the Public Utilities Cominission (PUC).

Under current law and practice, electric utilities are not permitied to recover firm capacity payments actually being
made to non-utility energy producers until the electric utility’s next rate case. This bill would provide the PUC the
discretion to allow the electric utility to recover the firm capacity payments on an interim basis until the electric utility's
next rate case. This interim rate relief would properly compensate the electric utilities #nd would encourage the
devefopment and maintenance of non-fossil fuel sources for the generation of electricity.

Your Committees have amended this bill 10 provide for more public involvement in the process by inserting the words

“and nolification of its customers” between the words "public,” and "the commission” on line 20, page 3. The

_ amendment will give the public advance notice ol a proposed rate increase and allow the PUC o assess public response in
deciding whether or not a public hearing is necessary.

Your Commitiees on Agriculture, Energy and Ocean Resources and Public Utilities are in accord with the inten1 and
purpose ol S.B. No. 2362, as amended hercin, and recommend that it pass Second Reading in the form sttached hereto as
S.B. No. 2362, S.D. 1, and be placed on the calendar for Third Reading.

Signed by all members of the Committees.
SCRep. 1960 Human Services on 8.B. No. 2336

The purpose of this bill is to prevent discrimination against the blind and visually impaired.

Under current law, discrimination against the blind and visually impaired is prohibited and penzhies for discrimination
are provided. This bill clarifies that businesses and agencies &re within the purview of section 347-13, Hawaii Revised
Stawtes, and that discrimination is a mnisdemeanor.

Your Committee received supporting testimony from the Department of Transportation, the Centers for Independent
Living, the Commission on the Handicapped, the Paralyzed Veterans, the Aloha Council of the Blind and Visually
Impaired. and the Eye of the Pacific Guidedogs & Mobility Services, and finds that the bill provides for equal treatment
of the blind and visually impaired in public facilities and conveyances.

Your Committee on Human Services is in accord with the intent and purpose of S.B. No. 2336 and recommends that it
pass Second Reading and be piaced on the calendar for Third Reading.

Signed by all members of the Committee.
SCRep. 196) Government Operations oo S.B. No. 2152
The purpose of this bill is to repeal Chapter 62, Hawaii Revised Statutes (HRS).
Chapter 62, HRS, relating 1o county officers was enacted before the counties of Maui, Kauai and Hawaii had their own
charters. Their charter provisions cover the same subject areas pertaining 1o county officers as is contained in Chapter
62. HRS. Further, Article VIII, Section 2 of the State Constitution gives the counry charlers superiority over statptory

provisions.

This bill would repeal Chapter 62 and create a new section which provides that the officers of each county shall be as
provided by county charter or ordinance.

Your Committee finds that this bill would bring the statutes in conformity with Ariicle VII, section 2, of the Hawaii
Constitution and eliminate duplicative and possibly conflicting aspects of the law.

Your Committee on Government Operations is in accord with the intent and purpose of $.B, No. 2152 and recommends
that it pass Second Reading and be placed on the calendar for Third Reading.

Signed by all members of the Committee except Senators Fernandes Salling and George.
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Your Committee on Finance is in accord with the intent and purpose of S.B. No. 2024, SD. 1,
herein, and recommends that it pass Third Reading in the fornt auached hereto as S.B. No. 2024, §.

x

.D.
1

[+

Signed by all members of the Committee.

SCRep. 1138-38 Consumer Protection and Commerce on $.B. No. 2782

The purpose of this bill is to correct technical errors and omissions in the Insurance Code (Acts 347, 34R and 349,
Session Laws of Hawaii 1987) and to correct section references 10 the Insurunce Code found in other chapters ol the
Hawaii Revised Statutes (HRS).

Your Committee has amended this bill 1o ensure that certain amendments 1o existing insurance laws macle by the
Legislature in the 1987 session are not repealed by virtue of the effective date of Act 347, Session Laws of Hawaii. 19847
Yout Cominitiee by this amendmnent does not mean to impart any legislative intent with respect 1o the lack of existence of
any private cawse of action under Act 97, Session Laws of Hawaii, 1987 Language in anv other committee report
addressing that issue is specifically withdrawn. Language in any other hill passed owt of your Commitree this session is
not 1o be construed 10 be a stateinent of intent as to whether or not a private cause of action was created under Act 97,
Session Laws of Hawaii, 1987,

Your Committee on Consumer Protection and Commerce is in accord with the intent and purpose of §.B. No. 2782,
8.0 1, as amended herein, and recommends that it pass Second Reading, in the form attached hereto as $.B. No. 2752,
§.D. 1, H.D. 1. and be placed on the calendar for Third Reading.

Signed by all members of the Commitiee except Representative Peters.

SCRep. 1139-88 Consumer Protection and Commerce on S.B. No. 2792

The purpose of this hilt is to reorganize the section on definitions, replace the term "supervision® of construction with
*ohservation™ of construction, delete the requirement for the presence of an officer to constitute 8 quorum, recodify the
section on qualifications, provide for applicants holding both masters and bachelors degrees in engineering or landscape
architecture to qualify with one less year of experience, provide for the acceptance of applicants with masters degrees in
engireering, provide for the acceptance of applicants who have completed sn arts amd science curriculum, meintain
consistency in language for accepting applicants with masters degrees in architecture by using the same proposed
provision tor landscape architects, change the qualifving number of vears from wwo to three for architect applicants.
provide for the accepance of applicants who have compleled a four-year architectural program. provide for the
endorsement of land surveyors, and establish provisions for the filing of a new application after the reinstatement period
The bill also adds & provision to the land survevor qualifications which would atfow for the acceplance of applicants whe
have completed an arts and science curriculum of tour vears or more. This bill also has technical changes which have no
substantive effect.

Your Coinmittee received testimony from the Board of registration of professional engineers, architects, surveyors and
landscape architects in support of this edministration bill.

Your Committee has amended this bill to add 1o the bill provisions to change the exiting law under which certain work
on privately owned or controlled structures is exempt from the requirement of an architect’s or engincer's seal or stamp.
The bill now changes the criteria from a dollar value 10 an exemption based primarily on square footage. This biil will
now deal with the problem that, over a period of time, exempt work has involved smaller and smaller structures due to
the effecis of inflation. In addirion, the bill now specifies the limiation of the structural engineer's responsibility
regarding the stamping or sealing of plans.

Your Committee believes that this bill. as amended. considers the health, safety and welfare of the gencrai public and
provides fuir and just treatment of the design professionals. Your Commitlee also intends not to require permits for
interior design work which does not affect the structural elements of a building.

Your Committee on Consurner Protection and Commerce is in accord with the iment and purpose of S.B, No. 2792,
8$.D. 1. as smended herein, and recommends that it pass Second Reading, in the form attached hereto as S.B. No. 2792,
$.0. 1. H.D. 1, and be placed on the calendar for Third Reading.

Signed by all members of the Committee except Representative Peters.

SCRep. 1140-38 Consumer Protection and Commerce on 5.B. No, 2362

The purpose of this bill is to provide further incentives to clectric utilities to seek the development and use of nonfossil
fuet sources of electric energy,

This bill provides & mechanism for interim rate increases 10 cover the cost of capacity pavments 1o such sonrees,
criteria for such increases. and a provision for public hearings a1 the discretion of the Public Utilitics Commission (PUC).

Under cutrent law and practice, electric utilities are not permitted o recover firm cupacity pryments aciually being
made & non-utility energy producers until the electric wility's next rate case. This bill would provide the PUC the
discretion to allow the eleciric utility to recover the firm capacity payments on an interim basis until the electric utitity's
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Representative Tom did not sign the repori
Coaf. Com. Rep. No. 151 on 8.B. No. 2362
The purpose of this bill is to encourage the development und use of nontossil fuel sources of eiectric energy.

The effect of this bill is 10 expressly provide the Public Thilities Commission (PUC) the discretion 1o allow an electric
utility to recover the firm capacity payments and related revenue taxes made to a nonfossil fuet energy producer on an
interim basis until the electric utility's neat general rawe proceeding. This interim rate relief would properly compensate the
electric utility in a timely manner and thereby encourage their use of nonfossil fuel generated electricity.

Under this bill, the PUC may grant an appropriate interim rate increase upon application by the public wtility,
notitication of the affected utility customers, completion of evidentiary hearings, and a favorable finding on the following
five points. The capacity payments must be: (1) just and reasonable, (2) not unduly prejudicial 1o the customers of the
public utility, (3} promotional of Hawaii's long-term objective of energy self-sufticiency, (4} encouraging to the
maintenance of development of nontossil fuefed sources of electrical energy, and (5) in the overall best interest of the
general public. The PUC also has the discretion to require a public hearing.

Your Committeg, upon consideration, has amended the proposed subsection {d) of Section 269-27.2 by replacing the
rerm “resulting rates” at page 4, line 9 with "amount of increase in rates due to the payments for firm capacity and related
revenues taxes” to clarity the bill’s intent of providing the PUC with the discretion to allow an interim rate increase
between general rate proceedings, and not to encumber the earlier stated objectives of this bill with the technica! details
inherent in & general rate proceeding.

Your Committee wishes to emphasize that this amendment does not preclude the PUC from due consideration of the
effect of the interim increuse in rates upon the electric utility customer. For example, if an interim increase will add $1 to
a current $60 per month bill, in eddition to examining the reasonableness of the $1 interim increase. the PUC shall
consider the effect of a $61 per month bill on the wtility’s customers. 1t is understood that the $60 portion of the bill wus
fornd to be just and reasonable in the utility's most recent general rate proceeding and will be examined anew in its next
general rate proceeding, rather than in the evidentiary hearing for the recovery of capacity payments made to nonfossil fuel
producers.

The bill has been further amended to conform with recommended drafiing style by capitalizing the first letter of the Five
jtems enumerated on page 4 of the bill and by adding the word “and” afier the semi-colon of the fourth enumerated item.

Your Committee on Conference is in accord with the intent and purpose of $.B. No. 2362, §.D. 1, H.D_ 1, as amended
herein. and recommends that it pass Final Reading in the form attached hereto as $.B. No. 2362, S.D.1. HD.1.CD. 1

Senators Matsuura, A. Kobayashi and Young
Managers on the part of the Senate

Representatives Hirono, Andrews. Hiraki. Takamine and Jones
Managers on the pari of the House

Conf. Com. Rep. No. 152 on $.B. No_ 2773

The purpose of this bill is to allow the Director of Finance to have a designated representative to serve on the Board of
Trustees of the Public Employees Health Fund &nd the Board of Trustees of the State Deterred Compensation Plan.

The bill also allows the Director of Business and Economic Development to have a designated representative to serve on
the Siate Planning Policy Council, the Board of Directors of the Housing Finance Development Corporation, the Aloha
Tower Development Corporation, and the Board of Directors of the Research Corporation of the University of Hawaii.

Presently, the law does not clearly empower a deparument head to designate a representative when the department head
is unavailable. Thus, it is not clear whether a representative can exercise the authority of the absent department head and
have other privileges and immunities of the department head.

Your Committee has made the following amendments 1o the bill:

(1) Further amended Section 226-53(a)(3), Hawaii Revised Statutes, by substituting “chairpersons” for "chairmen” on
page 4, line 1 and clarifying the reference to the director of environmental quality control on page 4, lines 6 and 7.

(2) Corrected the name of the Department of Business and Economic Development by deleting the word "planning” on
page 6. line 3, and replacing it with the word "business”; and

(3} Deleted Section 5 of the bill, which would have allowed the Director of Business and Economic Development to
have a designated representative on the Board of Directors of the Alohe Tower Development Corporation. Since
the law designates the Director of Business and Economic Development as the chairperson, there should be no need
to send a representative. Subsequent sections of the bill are appropriately renumbered.

Your Committee on Conference is in accord with the intent and purpose of S.B. No. 2773, S.D. 1, HD. 1
herein, and recommends that it pass Final Reading in the form autached heceto as S.B. No. 2773, 8.D. 1, H.D. 1. C.D
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Senstors Blair, Fernandes Salling, Youag and George





