TESTIMONY OF HERMINA MORITA
CHAIR, PUBLIC UTILITIES COMMISSION
DEPARTMENT OF BUDGET AND FINANCE
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HOUSE COMMITTEE ON FINANCE

March 31, 2014
2:00 p.m.

MEASURE: S.B. No. 2196,S.D.2,H.D. 1
TITLE: Relating to Energy

Chair Luke and Members of the Committee:
DESCRIPTION:

This measure proposes to re-establish the Energy Systems Development Special Fund in
order to provide funding for the Hawaii Natural Energy Institute of the University of Hawaii
(“HNEI”) and its work on Hawaii energy programs. The bill would also extend the sunset of
the State’s Environmental Response, Energy, and Food Security Tax (“Barrel Tax”) to
June 30, 2030, as well as designate allocations to certain special funds and programs
supported by the Barrel Tax. This measure has an effective date of July 1, 2050.

POSITION:

The Public Utilities Commission (“Commission”) supports the intent of this measure and
would like to offer the following comments for the Committee’s consideration.

COMMENTS:

The Commission supports, in particular, this bill's provisions that re-establish the funding
source for HNEI via the Energy Systems Development Special Fund. Funding for the work
of HNEI is important for the successful transformation of Hawaii’'s energy systems, while
providing reliable, cost-effective electrical service for all islands.

Hawaii's electricity system is highly complex and technical. Hawaii's isolated island grids
have a high degree of sensitivity and are required to operate in a completely self-sufficient
manner. Meanwhile, renewable resources, energy efficiency systems, grid management
and demand response systems, electric vehicles, and energy storage are being added to
the system at a rapid pace. HNEI's research helps the grid to continue to operate reliably
and affordably while it undergoes its transformation. The testing, modeling, technology
validation, and economic analysis conducted by HNEI is critically important to the
Commission, which must make informed and knowledgeable decisions to advance the
public good.
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HNEI has played, and will continue to play, an important role in understanding, modeling,
and coordinating the input of local, national, and international experts and agencies that are
willing to partially fund cutting-edge work related to Hawaii’'s energy transformation. These
entities support research in Hawaii because the renewable energy solutions and grid
management techniques developed in the State will likely have global applicability. HNEI's
ability to coordinate and synthesize this research, expertise, and knowledge is used to
further benefit Hawaii's electricity system.

Accordingly, the Commission asks that the Committee reinsert the current Barrel Tax
allocation to the Energy Systems Development Special Fund of 10 cents per barrel, which is
blanked out in this measure. However, the Commission would defer to any guidance from
HNEI as to the proper allocation level.

Thank you for the opportunity to testify on this measure.
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From: Frederick D. Pablo, Director

Department of Taxation
Re: S.B. No. 2196, S.D. 2, H.D. 1, Relating to Energy

The Department of Taxation (Department) appreciates the intent of S.B. 2196, S.D. 2,
H.D. 1, and provides the following comments for your consideration.

S.B. 2196, S.D. 2, H.D. 1, re-establishes the energy systems development special fund, and
modifies the amount of the Environmental Response, Energy, and Food Security Tax to be deposited
into the environmental response revolving fund, energy security revolving fund, and agricultural
development revolving fund. It would also extend the repeal of the rate and certain allocations of the
Environmental Response, Energy, and Food Security Tax from June 30, 2015, to June 30, 2030. The
bill has a defective effective date of July 1, 2050.

As written, none of the proposed changes in S.B. 2196, S.D. 2, H.D. 1, will not affect the
Department's ability to administer the Environmental Response, Energy, and Food Security Tax. If
any adjustments to the rate of the tax are made, the Department requests that those changes be made
effective after December 31, 2014, to allow the Department adequate time to modify its forms and
instructions.

Thank you for the opportunity to provide comments.
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