About the Division of Consumer
Advocacy

o The Division of Consumer Advocacy (“DCA”), part of the
state Department of Commerce & Consumer Affairs,
represents, protects, and advances consumer interests before
the Hawaii Public Utilities Commission (“PUC”) and other
state and federal agencies. |

o The DCA assists and represents utility customers as a whole,
statewide, as opposed to a single customer or select group.

o The DCA is ex officio a party to every PUC proceeding,
pursuant to HRS § 269-51 and HAR § 6-61-62.




About the Division of Consumer
Advocacy

o In Hawaii, utility companies must seek PUC approval for rate

increases, major capitol improvement projects, certificates of
authority to operate, company buyouts and mergers, financing,
and to implement special programs, among other things.

The DCA carefully reviews different aspects of a utility
company’s request to regulators to determine whether it is
reasonable and in the public interest and then makes
recommendations to the PUC or other regulators on behalf of
CONsSumers.

The DCA focuses its primary review on applications filed or
proceedings opened relating to electric, telecommunications,
water & wastewater, synthetic natural gas, and some
transportation services.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e HECO, HELCO, and MECO'’s (“HECO Companies”) and KIUC’s
Distributed Generation Standby Rate and Interconnection dockets
(Docket No. 2006-0497 and 2006-0498, respectively)

- The PUC instructed electric utilities to file standby rate tariffs in the
distributed generation docket (03-0371). In response to the many

concerned comments made by the public about the proposed tariffs, the
PUC opened these two dockets.

- The PUC, DCA, and utilities traveled statewide in February 2007 to take
public comment on the proposals of the companies.

- DCA conducted extensive discovery in both dockets relating to the
interconnection and standby components.

- Next step: The parties in both dockets have engaged in serious settlement
discussions, and a _Pear optimistic about the potential to agree upon
resolution of most (if not all) of the issues. A status conferénce in the
HECO Companies _standbl)_{ docket is scheduled for January 18, 2008 and
an evidentiary hearing for February 2008. Oral argument in the KIUC
docket is scheduled for February 2008.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e PUC’s investigation into Competitive Bidding (Docket No. 03-0372)

- During the competitive bidding docket, DCA recommended that com%etit_ive biddin
can and should be established without further delay, since such mechanism can: ?a
expand the resource options considered in meeting an identified need; (b) create an
opportunity for consumer savings by imposing price competition; and {c .improve the
responsiveness of utility resource plans to achieve environmental, fuel diversity, and
other public policy goals.

- The PUC established a competitive bidding framework in Decision and Order No.
23121 (December 8, 2006).

- The PUC later approved the list of independent observers, the code of conduct for the
HECO Companies, and the interconnection and upgrade tariffs.

- Two new dockets were recently opened to address the first competitive bidding
processes:

® cD)o%ket Ndo. 2007-0331- HECOQO's proposal to acquire 100 MW of non-firm renewable energy on
ahu an

e Docket No. 2007-0403 — MECQO’s proposal to acquire two increments of 25 MW of firm
generating capacity on Maui.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e Rate cases filed by HECO (Docket No. 05-0315),
HELCO (Docket No. 2006-0386), and MECO
(Docket No. 2006-0387)

— In 2007, the PUC issued interim decisions and orders in
all three rate cases.

— Next step: The parties are determining what |
amendments, if any, should be made to the HECO
Companies’ fuel adjustment clauses to comply with Act
162, SLH 2006, and will file such statements of position
or other filings with the PUC.




DCA’s participation in recent dockets
addressing energy matters before the PUC

e PUC’s net ener&y metering (“NEM”) investigative docket
(Docket No. 2006-0084)

- DCA Recommended:

e Increasing the maximum size of the NEM generator qualifying for
a NEM arrangement from 50 kW to 100 kW for the CO
Companies and kee i\l}lg the maximum size of the NEM generator

ualifying for a arrangement at 50 kW for Kauai Island
tility Cooperative (“KIUC”). |

e Increasing the total rated generating capacity 1%oduced by eligible
customer-generators to 1% of peak demand for KIUC and the HECO
companies.

e Considering whether the two thresholds (customer-generator size
and system peak) should be increased in each company’s integrated
resource planning docket to ensure regular review of the limits on a
system-by-system basis.

— Next step: Final decision making by the PUC.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e Investigation into the major power outages that occurred on the islands of Oahu,
Maui, and Hawaii (Docket No. 2006-0431)

- The DCA filed a statement of position with the PUC on August 24, 2007,
requesting that the PUC order:

e The HECO Companies to formalize their training programs for plant
and system operators to include more formalized training, practiced
simulation, certification, re-qualification and record keeping;

e HECO to evaluate and pursue providing additional black start capability
on its system. In particular, the DCA recommended that HECO
consider providing a second site for power restoration capabili%, such as
by adding a black start diesel generator set to its Waiau 9 and 1
combustion turbines; and A

e HECO to develop and commence a long-term Bro am to implement
Supervisory Control and Data Acquisition (S A”) control on
existing distribution breakers, and the HECO Companies to implement a
standard requiring SCADA control for all new distribution breakers that
are installed on all three islands.

- Next steé): The HECO Companies are responding to the DCA’s claim that the
HECO Companies’ training grograms need more formalization. Thereafter, the
proceeding will be ready for decision making.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e PUC’s Renewable Portfolio Standard docket (Docket No. 2007-0008) and
Renewable Energy Infrastructure Surcharge docket (Docket No. 2007-0416)

On January 11, 2007, the PUC opened an investigative docket to examine
g(?(\)xéaii’s enewable Portfolio Standards law, as amended by Act 162, SLH

DCA recommended:
e Adoption of a proposed penalty framework and

e Implementation of a proposed renewable energy infrastructure surcharge on a pilot
basis with certain limitations

On December 20, 2007, the PUC issued a Decision and Order, which
?ﬁ)proved the penal(tiy provision of the framework submitted by a majority of

e parties, required additional information about the penalties for
noncom;l)liance with the RPS, and opened a new docket to examine the
renewable energy infrastructure surcharge.

Next step: The DCA will submit a statement of position addressing the
penalty provision on or before January 31, 2008 and will await further
instruction from the PUC on the new surcharge docket.



DCA’s participation in recent dockets
addressing energy matters before the PUC

e The PUC’s investigation of the issues and requirements raised by
Hawaii’s Public Benefits Fund law, Part VII of Chapter 269, HRS
(Docket No. 2007-0323)

—  On February 13, 2007, the PUC issued Decision and Order No.
23258. By the Decision and Order, the PUC, among other things:

® Ordered that the HECO Companies’ energy efficiency and demand-
side management programs shall transition from the HECO
Companies to a public benefits fund administrator by January 2009
(the HECO Companies’ load management programs were excluded
from the third-party administrator’s area of responsibility); and

e Instructed that a new docket will be opened to select a public benefits
. fund administrator and to refine details of the new market structure

— Next step: In December 2007, the PUC determined the parties for the
proceeding. The parties are awaiting further instruction from the PUC
relating to a request for proposal to select the public benefits fund
administrator and the procedural schedule.



DCA’s Reorganization

e At the end of 2007, DCA received approval of its
reorganization plan, which provides for more
position description and classification flexibility,
and assists the DCA’s ability to hire, retain, and
compensate employees. Act 183, SLH 2007,
which provided for the reorganization of DCA,
was critical to providing DCA and the reviewing
state departments with guidance.
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Energy Star appliance rebate program
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Savings from HECO, HELCO, MECO
energy conservation programs

legawatts saved: 103 MW
Annual CO2 savings: 400 million tons

RENEWABLE ENERGY




2006 RPS status report
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Oah wind data offered

%

| Emm: Busivess News

Wednesday, November 14, 2007 - 12:26 PM HAST

HECO offers free data for wind power
Pacific Business News (Honolulu)

Hawaiian Electric Co. 12 offering its data on wind condinons and bird acines m the Kahuku area of
Dakn to anyone who wants to go mte the wind-energy busmess

The utllity spent mllions to develop a wind fam near Kabuku m the 19805, but pulled the phug after a
senes of technological and logisical problems made the project untensble

Some ertrepreneurs have expressed mtersst m usmg new technology to revive mnterest in an Oshu wind
farmn, but 5o far there are no plans n place and HECO has sad it's unikely to restart the Kahuku
project,

Kard Stahl) senior vice p of energy solubions and chuef technology officer for HECO, said

Oahu solicitation of interest
for 100 MW Renewable Energy

HECO Qplans new energy project

The utility company
looks to increase ils
renewable energy
autput by 100 AW
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non-dirm renewable energy
slarting hetween 2040 and 2012,
The utility said it may consider
proposais that will begin com-
mercial operation as late as
2614, No HECO or HECO affiltate
Bid will be submitted for the
project

Resources eligible to meet
the requirements {or the pro-
posal include wind, sua,
geothermal and ocean currents
and waves. the solicitation said.
Proposals must use non-firm re-




Big Island Tradewinds agreement
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Going green makes
sense for a state

rich in renewables
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Biofuels Milestones
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Biofuels Milestones

TBiodiesel refinery planned

nract with biofuels supplier for Oahu

Biofuels Milestones
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BlueEarth Maui biofuels processing plant
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Biofuels Milestones

Successful testing of MECO diesel units

THANK YOU
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Following is a synopsis of the energy package that passed last year as well as energy priorities
that will be tackled in 2008.

Passage of H.R. 6

Congress passed H.R. 6, the Energy Independence and Security Act, on December 18, 2007. The
President signed this bill into law the next day. H.R. 6 is a comprehensive energy package with
provisions designed to increase energy efficiency and the availability of renewable energy.
Highlights of key provisions enacted into law are as follows: ‘

e Corporate Average Fuel Economy (CAFE) Standards: The law sets a target of 35
mpg for the combined fleet of cars and trucks by model year 2020. In addition, a fuel
economy program is established for medium- and heavy-duty trucks, and a separate fuel
economy standard is created for work trucks.

e Renewable Fuels Standard (RFS): The law sets a modified standard that starts at 9
billion gallons in 2008 and rises to 36 billion gallons by 2022. Of the latter total, 21
billion gallons is required to be obtained from cellulosic ethanol and other advanced
biofuels.

e Energy Efficiency Equipment Standards: The adopted bill includes a variety of new
standards for lighting and for residential and commercial appliance equipment.

Energy efficiency standards are set for broad categories of incandescent lamps (light
bulbs), incandescent reflector lamps, and fluorescent lamps. A required target is set for

lighting efficiency, and energy efficiency labeling is required for consumer electronic
products. Also, efficiency standards are set by law for external power supplies, residential
clothes washers, dishwashers, dehumidifiers, refrigerators, refrigerator/freezers, freezers,
electric motors, residential boilers, and commercial walk-in coolers and freezers. The
DOE is directed to set standards for furnace fans and battery chargers.

e Repeal of Oil and Gas Tax Incentives: The enacted law includes repeal of two tax
subsidies in order to offset the estimated cost to implement the CAFE provision.

PRINTED ON RECYCLED PAPER



Excluded Provisions

Two controversial provisions of H.R. 6 that were not included in the enacted law were the
proposed Renewable Energy Portfolio Standard and most of the proposed tax provisions, which
included repeal of tax subsidies for oil and gas and new incentives for energy efficiency and
renewable energy.

e Renewable Energy Portfolio Standard (RPS): Under an RPS, electric utilities must
provide a minimum amount of electricity from renewable energy resources or purchase
tradable credits that represent an equivalent amount of renewable energy production. The
minimum requirement is often set as a percentage share of a supplier’s total retail
electricity sales. An amendment to H.R. 6 passed by the House on December 6, 2007,
proposed a national RPS target that aimed to reach 15 percent of total electricity sales by
2020. Up to 4 percentage points could be met with energy efficiency measures. This
provision was stripped by the Senate and was not included in the final version of the bill.

e Energy Tax Subsidies: The House also passed an amendment to H.R. 6 that would have
repealed about $22 billion of oil and gas subsidies designed to offset the cost of
supporting the energy efficiency and renewable energy tax incentives, including a four-
year extension of the renewable energy electricity production tax credit. Most of the
provisions were stripped by the Senate and were not included in the final bill. However,
enough tax revenue offsets were included to cover the estimated cost of the CAFE
provision.

Democratic Priorities in 2008

In 2008, Democrats plan a second push for a renewable energy mandate on utilities (RPS) and
an extension of tax incentives for wind and solar power. House Democrats have been

strategizing with leadership on how to advance the RPS mandate this year, probably as a stand-
alone bill.

Alternative energy advocates in Congress will also push for extensions to the solar and wind
energy tax credits scheduled to expire at the end of 2008. Efforts to include these extensions in
the new energy law (H.R. 6, which became PL 110-140) failed, when the Senate came up a
single vote short of the 60 votes needed to end debate on the provision. Critics objected to
offsetting the tax credits by rolling back tax breaks for oil and gas companies.

Opposition to the RPS is led primarily by senators representing Southeastern states, who argue
that their region lacks the resources to affordably meet the mandate. GOP leaders have expressed
doubts that supporters can muster the 60 votes needed to break a filibuster without including
nuclear energy and “clean” coal as permissible alternative sources. The White House has also
opposed what it calls a “one-size-fits-all” renewable electricity standard, contending that it
“ignores the specific energy and economic needs of individual states.” Many states, including
Hawaii, have moved ahead with their own mandates. '

Extending the alternative energy tax incentives also faces challenges. Lobbyists state that there is
no clear legislative vehicle for the plan, and Democrats will still have to find revenue offsets
according to “pay-as-you-go” budget rules. Even so, some Democrats say splitting the RPS and
tax credits off from broader energy legislation improves their chances for passage.



United States ébﬁgresswoman

Mazie K. Hirono

Representing the Pecple of Hawaii's 2nd District

'ENERGY

Achieving Energy Independence

As your representative, | am committed to helping our nation towards energy
independence. We will strengthen our national security by reducing our
dependence on foreign oil. By employing new technology we can lower energy
costs and have greater efficiency. We must shift to cleaner energy to reduce
global warming. Hawaii has significant potential for clean, alternative energy
sources including solar, wind and ocean energy.

1. Reduce our dependence on foreign oil: | am working with my colleagues in
Congress to lead us on a path to energy independence.

v' Repeal Big Oil giveaways to invest in clean energy: | voted for a
measure that repeals $23 billion in tax subsidies and royalty relief
provisions for Big Oil companies given during an era of record profits.
The bill, which passed the House, closes a tax loophole for these
companies and promotes improved accountability for companies that
drill for oil and gas on federal lands.

v Provide tax incentives to support alternative energy: | supported an
initiative that ends a tax incentive for businesses to purchase gas-
guzzlers, establishes a $4,000 plug-in hybrid vehicle tax credit, extends
existing tax credits for the production of renewable energy, and creates
new incentives for the use and production of renewable energy.

v" Boost production of home-grown alternative fuels: The House passed
a measure that includes grants and tax incentives to bqost production
of biofuels and cellulosic ethanol. The measure also assists with the
installation and conversion of E-85 fuel pumps and the production of
flex-fuel vehicles running on renewable fuel.




2. Lower energy costs and improve efficiency: We have passed legislation
that includes landmark energy efficiency provisions which will reduce energy. . -
costs for consumers and businesses through more energy efficient appllances '
require more efficient lighting and “green’ " buildings in the federal and private .
sector, and speed up Energy Department action on new efficiency standards.

v Assist families with energy efficiency: | voted for a measure that
helps states implement low-interest loan and grant programs to help
working families purchase energy-efficient appliances, make energy-
efficient home improvements, and install solar panels, small wind
turbines, and geothermal heat pumps.

v" Aid small businesses in energy cost reduction: | voted in support of
legislation that provides technical assistance to small businesses to
reduce energy costs, increases loan limits to help small businesses
develop energy efficient technologies and purchases, and increases
investment in small firms developing renewable energy solutions.

3. Reduce global warming. Congress is helping to protect our planet by
passing initiatives that target climate change.

v" Fund climate change research: We passed legislation that bolsters
research on solar, geothermal, and marine renewable energy. This
legislation also establishes a comprehensive coastal and ocean
observation system that will greatly enhance our ability to monitor and

predict climate change and its effects on our oceans, coasts, and Great
Lakes.

v Promote federal leadership: As the federal government is the largest
energy consumer in the U.S., we passed legislation that requires federal
government operations to be carbon-neutral by 2050, with annual

government-wide emissions targets. This will save taxpayers $7.5
billion through 2030.

v' Mitigate the effects of global warming on wildlife: | voted in support
of legislation that ensures the development of a national strategy to
assist wildlife populations and their habitats in adapting to the impacts
of climate change. This bill, which passed the House, also provides
states with new funding to assist wildlife in adapting to global warming.

Congresswoman Mazie K. Hirono v www.hirono.house.gov v 541-1 986
5104 Prince Kuhio Federal Building, Honolulu HI, 96850

Stay informed about the work Mazie is doing in Hawaii and Washington by
signing up for MaziEmail at http://hirono.house.gov/email_signup.html
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- H.R. 1506, Fuel Economy Reform Act

Congresswoman Mazie K. Hirono — Bills Cosponsored
As of January17, 2008

ENERGY

H.R. 6, Energy Independence and Security Act of 2007

Sponsor: Rep Rahall, Nick J ., II [D-WV-3] (introduced 1/12/2007)
Cosponsors: 198

Latest Major Action: Became Public Law No: 1 10-140

Note: Ommbus energy legislation.

H.R. 197, To amend the Internal Revenue Code of 1986 to provide a 5-year extensmn of the
credit for electricity produced from certain renewable resources.

Sponsor: Rep Pomeroy, Earl [D-ND] (introduced 1/4/2007)

Cosponsors: 130

Latest Major Action: Referred to the House Committee on Ways and Means.

H.R. 539, Buildings for the 21st Century Act

Title: Buildings for the 21st Century Act

Sponsor: Rep Schwartz, Allyson Y. [D-PA—13] (introduced 1/1 7/2007)
Cosponsors: 144

Latest Ma]or Action: Referred to the House Comm1ttee on Ways and Means N

H.R. 550, Securing America’s Energy Independence Act

Sponsor: Rep McNul;y, Mlchael R. [D-NY-21] (mtroduced 1/18/2007)
Cosponsors: 118~

Latest Major Action: Referred to the House Commfctee on Ways and Means

H.R. 969, To amend title VI of the Public Utility Regulatory Policies Act of 1978 to establish a -

federal renewable energy portfolio standard for cértain retail electric utilitiés, and for other
purposes.

Sponsor: Rep Udall, Tom [D-NM 3] (mtroduced 2/8/2007)

Cosponsors: 160 s ¢S

Latest Major Action: Referred to the House Energy and Commerce Subcomm1ttee on' Energy +

and Air Quality. - " . .

H.R. 1252, Federal Price Gouging Prevention Act =« v 07w amt i
Sponsor: Rep Stupak, Bart [D-MI‘1] (introduced 2/28/2007) % . s & oy
Cosponsors: 125 Tk R L
Latest Major Action: Recexved in the Senate; read twice and referred to the Comrmttee on’’
Commerce, Science, and Transportation.

H.R. 1300, Program for Real Energy Security Act el wia e
Sponsor: Rep Hover, Steny H. [D-MD-3] (mtroduced 3/1/2007) GRS
Cosponsors: 110 5~ : PERRT RS
Latest Major Action: Referred to the House Armed Servwes Subcommlttee on Terronsm, ,

Unconventional Threats and Capabﬂltles S

g -'_'}

TRy

Sponsor: Rep Markey. Edward J. [D-MA-7] (infroduced 3/13/2607)
Cosponsors: 153



Congresswoman Mazie K. Hirono - Bills Cosponsored
As of January 17, 2008

Latest Major Action: 3/14/2007 Referred to House Energy and Commerce Subcommittee on
Energy and Air Quality.

H.R. 1551, Healthy Farms, Foods, and Fuels Act of 2007
Sponsor: Rep Kind, Ron [D-WI-3] (introduced 3/15/2007)
Cosponsors: 125

Latest Major Action: Referred to the House Education and Labor Subcommittee on Healthy
Families and Communities.

H.R. 2036, Marine and Hydrokinetic Renewable Energy Promotion Act
Sponsor: Rep Inslee, Jay [D-WA-1] (introduced 4/25/2007)
Cosponsors: 21

Latest Major Action: Referred to the House Science and Technology Subcommittee on Energy
and Environment.

"H.R. 2215, To provide a reduction in the aggregate greenhouse gas ¢ ermssmns per umt of energy
consumed by vehicles and aircraft, and for other purposes.

Sponsor: Rep Inslee, Jay [D-WA-1] (introduced 5/8/2007)
Cosponsors: 22

Latest Major Action: Referred to the House Energy and Commerce Subcommittee on Energy

and Air Quality.

H.R.2715, To amend the Internal Revenue Code of 1986 to include heavier vehicles in the
limitation on the depreciation of certain luxury automobiles.

Sponsor: Rep Blumenauer, Earl [D- -OR-3] (introduced 6/14/2007)
Cosponsors: 18

Latest Ma]or Action: Referred to the House Committee on Ways and Means.

H.R.2966, Plug-in Hybrid Opportumty Act of 2007

Sponsor: Rep Markey, Edward J. [D-MA-7] (introduced 7/ 10/2007)
Cosponsors: 15 -

Latest Major Action: Referred to the House Commlttee on Ways and Means.

H. R.3105 Ocean Thermal Energy Tax and Energy Credits Act of 2007

Sponsor: Rep Faleomavaega, Eni F.H. {[D-AS] (introduced 7/ 19/2007)
~ Cosponsors: 4

Latest Major Action: Referred to the House Committee on Ways and Means.

H.R. 3107, Renewable Energy Tax Parity Act of 2007

Sponsor: Rep Hodes. Paul W. [D-NH-2] (introduced 7/19/2007)
Cosponsors: 18

Latest Major Action: Referred to the House Commrttee on Ways and Means.’ |

H.R.3807, Renewable Energy Assmtance Act of 2007

Sponsor: Rep Giffords, Gabrielle [D-AZ-8] (introduced ld/ 1 0/2007)
Cosponsors: 32

Latest Major Action: Referred to the House Committee on Ways and Means.
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Carbon Capture Techﬁology: To help address the challenge of global
warming, HR 6 aims to develop carbon capture technology that can
sequester the carbon emissions from fossil fuel power plants.

Green Buildings: HR 6 accelerates the implementation of new energy
efficiency requirements for federal buildings. The Federal Government is
the single largest consumer of energy in the US, spending $14.5 billion on
energy in 2005 alone, $5.6 billion of which went toward heating, cooling,
and powering over 500,000 federal buildings. This bill calls for 30
percent reduction in energy consumption by 2015, which would save
almost $4 billion in taxpayer money.

Geothermal Energy: Currently the US generates over 2,500 megawatts of
geothermal energy, and another 2,500 megawatts are under developments.
Recent actions by the Adminstration have targeted DOE’s R&D
geothermal programs for elimination. HR 6 invests in the promise of
geothermal energy.
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