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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of the Application of)
)
THE STATE OF HAWAII ) Docket No. 2014-0135
DEPARTMENT OF BUSINESS, )
ECONOMIC DEVELOPMENT, ) Decision and Order No.9 2318
AND TOURISM )
)
)
)
)

For an Order Approving the Green
Infrastructure Loan Program.

DECISION AND ORDER

By this Decision and Order (*Program Order”),
the commission approves the application of the DEPARTMENT OF
BUSINESS, ECONOMIC DEVELQOPMENT, AND TOURISM (“DBEDT” or
“Applicant”) for the |use of funds deposited in the
Green Infrastructure Special Fund to establish and institute a
Green Infrastructure Loan Program (“GEMS Program” or “Program”)
as described in DBEDT's application {(*Application” or
"DBEDT Application”), and subject to the modifications and ongoing
oversight by the commission discussed herein.! The commission also
provides additional GEMS Program requirements and guidance to

DBEDT in this Program Order for use in designing and implementing

1 APPLICATION OF DEPARTMENT OF BUSINESS, ECCONOMIC
DEVELOPMENT, AND TOURISM; VERIFICATION; EXHIRITS; AND CERTIFICATE
OF SERVICE,” filed in this docket by DBEDT on June 6, 2014.




the GEMS Program. This Program Order is issued in conjunction
with Decision and Order No. 322812 in Docket No. 2014-0134
that approves the application of DBEDT to issue
Green Infrastructure Bonds ("Bonds”) pursuant to Hawaii Revised

Statutes (“HRS”) § 269-163.

I. Background

One of the priorities of the State’s clean energy
objectives is to provide Hawaii’s electric utility customers
increased access to affordable credit to finance renewable energy
system installations.? Hawaii has experienced unprecedented growth
in the amount of customer-sited renewable energy generation over
the last decade,® but the lack of available financing for some
customers creates a divide between those who can directly benefit
from clean energy technologies and those who cannot.® In order to

expand access to upfront capital or available c¢redit for

2In the Matter of the Application of the State of Hawaii
Department of Business, Economic Development, and Tourism for a
Financing Order to Issue Bonds and to Authorize the Green
Infrastructure Fee, Docket No. 2014-0134, Decisgion and Order
No. 32281, filed September 4, 2014 (“Financing Order”).

3See Act 211, Session Laws of Hawaii 2013 (“Act 211").

. %See “Report to the 2014 Legislature on the Public Utilities
Commigsion Review of Hawaii’s Renewable Portfolioc Standards,”
December 2013, Appendix B and Appendix C.

See "Report from the Committee on Conference for
S.B. No. 1087, §.D. 2, H.D. 3, C.D. 1," April 26, 2013.
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clean energy financing for those who have not yet acquired
such financing on reasonable terms, the Legislature of the
State of Hawaii (“Legislature”) passed S.B. No. 1087,
and Governor Neil Abercrombie sgigned that measure intc law
on June 27, 2013, as Act 211. Since Act 211 was signed, DBEDT has
worked to design and develop a GEMS Program that will most
effectively utilize and deploy Green Infrastructure Special Fund
amounts within a highly dynamic energy market in support of the

State’'s clean energy goals.

a. Act 211
The stated purpose of Act 211 is:

[Tlo establish a regulatory financing structure
that authorizes the public utilities commission and
the department of business, economic development,
and tourism to acquire and provide alternative
low-cost financing, to be deployed through a
financing program to make green infrastructure
installations accessible and affordable for
Hawaii's consumers, achieve measurable cost
savings, and achieve Hawaii's clean energy goals.$

To provide electric utility customers in the State with
access to low-cost, upfront capital to use in financing clean
energy installations pursuant to Act 211, the Act established the
financing and regulatory frameworks for the issuance

and subsequent repayment of Bonds, and for the utilization of

SAct 211, § 1.
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Bond proceeds to fund &a GEMS Program in Hawaii that
will be administered by the Hawaii Green Infrastructure Authority
(*Authority~”) .?

The Legislature, in passing S.B. No. 1087, expressed its
desire for the creation of a GEMS Program aimed at “support [ing]
Hawaii’s evolving energy market and ecosystem and provid{ing]
affordable and accessible energy options for Hawaii’s consumers.”8
The challenge of obtaining sufficient upfront capital to finance
clean energy installations for many in Hawaii was also recognized
by the Legislature in passing S.B. No. 1087.°

S.B. Ne. 1087 received breocad support throughout the
2013 legislative session from government agencies directly

and indirectly affected by the creation of a GEMS Program,??

’Prior to the Authority’s establishment, DBEDT is authorized
to exercise the Authority’'s powers and is required to effectuate
the Authority’s responsibilities. See HRS § 196-63. Accordingly,
references to the “Authority” in this Program Order include DBEDT
acting prospectively in its capacity on behalf of the Authority
until that entity is established.

gvReport from the Committee on Conference for S.B. No. 1087,
3.D. 2, H.D. 3, C.D. 1,” April 26, 2013.

’See “Report from the Committee on Conference for
§.B. No. 1087, S.D. 2, H.D. 3, C.D. 1,” April 26, 2013.

10The commission notes that, with the exception of the
State Procurement Office, the wvarious government agencies
testifying on S.B. No. 1087 provided supporting comments.
Thoge offices and agencies providing supporting testimony on
S.B. No. 1087 included the 0Qffice of the Governor, DBEDT,
the DIVISION OF CONSUMER ADVOCACY OF THE DEPARTMENT OF COMMERCE
AND CONSUMER AFFAIRS (“Consumer Advocate”), the Department of
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the HECO Companies,!! businesses inside and outside the clean
energy industry, various community groups, and individual
community members.!? Prior to signing S.B. No. 1087 into law as
Act 211, Governor Abercrombie stated his support of the BEond
financing structure and the GEMS Program for funds deployment,
declaring that this initiative “will help to achieve measurable

cost savings to consumers and utility  customers” and

Budget and Finance, and the commission. See (1) testimony of
Governor Neil Abercrombie, State of Hawaii, to the House Committee
on Finance, S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green
Infrastructure, April 1, 2013; (2) testimony of Kalbert K. Young,
Department of Budget and Finance, State of Hawaii, to the
House Committee on Finance, S.B. No. 1087, S8.D. 2, H.D. 2,
Relating to Green Infrastructure, April 1, 2013; (3) testimony of
Richard €. Lim, Department of Business, Economic Development,
and Tourism, State of Hawaii, to the House Committee on Finance,
S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green Infrastructure,
April 1, 2013; (4) testimony of Hermina Morita, Public Utilities
Commission, State of Hawaii, to the House Committee on Finance,
S.B. No. 1087, S.D. 2, H.D. 2, Relating to Green Infrastructure,
April 1, 2013; (5) testimony of Jeffrey T. Ono, Division of
Consumer Advocacy, Department of Commerce and Consumer Affairs,
State of Hawalil, to the House Committee on Finance, S$.B. No. 1087,
S.D. 2, H.D. 2, Relating to Green Infrastructure, April 1, 2013;
and (&) testimony of Aaron S. Fujicka, State Procurement Office,
State of Hawaii, to the House Committee on Finance, S.B. No. 1087,
S.D. 2, H.D. 2, Relating to Green Infrastructure, April 1, 2013.

11The HECQ Companies are HAWAIIAN ELECTRIC COMPANY, INC.,
HAWATII ELECTRIC LIGHT CCMPANY, INC., and MAUI ELECTRIC COMPANY,
LTD., each of which are parties to this proceeding.

12gee “Standing Committee Report No. 1587 from the House

Committee on Finance for 8.B. No. 1087, S8.D. 2, H.D. 3,-
April 5, 2013.
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will move Hawaii toward achieving its c¢lean energy goals.??
Moreover, prior to the filing of DBEDT's June 6, 2014 Application,
the GEMS Program was appropriated $150,000,000 in the State’s
2013-2015 executive budget for use in fiscal year 2014-2015
“to make green infrastructure installations accessible and
affordable to more of Hawaii’s underserved ratepayers, achieve
measureable cost savings, and further Hawaii's clean
energy goals."”4 Accordingly, the commission recognizes the
wide-ranging support for Act 211 and the establishment of a
GEMS Program as an initiative with the potential to provide clean
energy solutions across the entire State.

The resulting programmatic structure established via
Act 211 is a system whereby DBEDT and the Authority, in their
respective capacities, carry out the Act’s financing and
operational requirements, and the commission acts in a regulatory
capacity to ensure that the ratepayer funds used to help fund the
GEMS Program are utilized appropriately. It is important to note
that the commission’s role in the implementation of Act 211 is

limited to review and approval of a proposed Program, as well as

138ee testimony of Governor Neil Abercrombie, State of Hawaii,
to the House Committee on Finance, S.B. No. 1087, S.D. 2, H.D. 2,
Relating to Green Infrastructure, April 1, 2013.

l4vReport from the Committee on Conference for H.B. No. 1700,
H.D. 1, S.D. 1, C.D. 1,” April 25, 2014.
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ongoing oversight of the Program to ensure the appropriate use of
funds. The determination of specific program details and the
control of day-to-day operations, such as the deployment of
GEMS Program funds to customers, 1is appropriately within the
Authority’s purview. Both the commission and the State are relying
on the expertise and judgment of DBEDT, the Authority, and their
advisors to 1issue Bonds and to implement the GEMS Program
in a manner that best serves the goals of Act 211. As such,
the commission observes that DBEDT and the Authority are government
agencies that have been delegated the responsibility to operate
the GEMS Program in the public interest pursuant to the laws of

the State of Hawaii.

b. DBEDT’s Application

On June 6, 2014, DBEDT submitted its Application for a
Program Order pursuant to HRS § 269-170(a), seeking commission
approval to utilize amounts in the Green Infrastructure Special
Fund?!® to establish and implement the GEMS Program according to the

parameters described in DBEDT’'s Application. Following the

15The Financing Order authorizes, among other things, (1) the
issuance of Bonds in a principal amount not to exceed $150,000,000,
and (2) the transfer of proceeds from the Bond issuance to the
Green Infrastructure Special Fund, net of any issuance and related
financing costs. Financing Order at 92-93 and 107.

2014-0135 7




issuance of Protective Order No. 32142 (“Protective Order”),1¢
a number of exhibits relating to the GEMS Program that were deemed
confidential by DBEDT were filed on June 17, 2014, thus, completing
DBEDT’'s Application.?”

The Application lays out the various aspects of the
GEMS Program as envisioned by DBEDT on the date of filing, as well
as the process for ongoing program development and adjustment
in response to changing market conditions. At its core,
the GEMS Program proposed in DBEDT’s Application is a consumer
financing operation focused on providing low interest financing
for the installation of individual solar photoveoltaic (“Solar PV”)
systems and related supporting infrastructure eguipment .
The target groups for GEMS Program services are those typically
not able to directly benefit from clean energy installations,
including renters, low-income individuals, non-profit
organizations, and persons not otherwise able to access the high
levels of upfront capital and/or financing necessary to acquire

clean energy systems.18 DBEDT proposes tco make an initial

16G5ee “Stipulation for Protective Order, Exhibit A,
and Certificate of Service,” Docket No. 2014-0135, filed and
approved June 17, 2014.

17Letter from G. 'Kinkley to the commigsion, Confidential
Attachments (Exhibits 12, 13, 14, and 15}, Docket No. 2014-0135,
filed June 17, 2014.

18In its Application, DBEDT includes a Hawaii market analysis
for the GEMS Program conducted by Renewable Funding, DBEDT's

2014-0135 8




GEMS Program deployment of the net proceeds from the Bond issuance
of $150,000,000 approved by the Financing Order, again focusing on
Solar PV and associated infrastructure.?l® Possible uses for
repayments made on GEMS Program loans are discussed in
the Application.?®

DBEDT propcoses to make low-interest loans available to
Hawaili participants over a deployment period of roughly two years,
with fund deployment beginning November of 2014 and running through
November of 2016.2! The GEMS Program will be administered by
DBEDT until the Authority is created.?? GEMS funding will reach
end-users via a deployment structure that will utilize multiple
GEMS Program Deployment Partners { “Deployment Partners”)

consisting of financial and energy industry institutions working

consultant in the development of the proposed GEMS Program,
in which two critical underserved markets are identified:

1. Single-family residents (homeowners and renters) with lower
credit scores and lower income levels; and

2. Non-profit organizations, especially smaller and
less-established non-profit organizations.

See DBEDT Application, Exhibit 6.
See DBEDT Application at 4.
205ee DBEDT Application at 34-35.
21DBEDT Application, Exhibit 1 and Exhibit 2.

22Gee DBEDT Application at 2.
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with DBEDT to facilitate GEMS Program financing with consumers.??
Utilizing both unleveraged financing products (locans consisting of
100% GEMS funds) and leveraged financing products (where loans
consist of private capital combined with GEMS funds), the Proposed
GEMS Program is designed to allow for flexible use of funds across
a number of financial product options that can take advantage of
opportunities to leverage GEMS funds with other sources of capital,
such as tax equity investment structures.?¢

DBEDT notes that the Proposed GEMS Program “has the
ability to finance the installation of over 44 MW [megawatts] of
solar photovoltaic [] equipment to assist these underserved
homeowners, renters and non-profit customers.”?3 To accomplish a
deployment of funds to achieve a goal of this magnitude,
DBEDT proposed that clean energy technology eligible for
GEMS funding should include Solar PV systems, energy storage,
advanced inverters, smart modules, and monitoring devices, as well

as broader categories of technologies and infrastructure to assist

233ee DBEDT Application at 4.
245ee DBEDT Application at 23-26.

2SDBEDT Application at 3.

2014-0135 10




with the installation of Solar PV systems,26 Repayment for
GEMS Program loans would be facilitated through a standard direct
billing approach (i.e., payment directly to Deployment Partner),
as well as Hawaii’s on-bill repayment mechanism (payment via
participant wutility bill), currently under development by the
commission in Docket No. 2014-0129.27

Throughout its Application, DBEDT requests discretion to
establish a number of final GEMS Program details following the
initial establishment of the Program. In support of this request,
DBEDT observes that “programmatic flexibility” is a common and
reasonable feature of successful, state-approved clean energy
financing programs across the country.?28

If provided such flexibility, DBEDT commits to keeping
the commission continuocusly informed of the various GEMS Program
developments occurring after the issuance of an initial

Program Order, with wupdates to the Program referred to as

265ee DBEDT Application, Exhibit 2, in which DBEDT proposes other
categories of technology including:

* Other Technologies that Support Solar Photovoltaic System
Interconnection; and

e Physical Infrastructure to Support Solar Photovoltaic
Installations.

273ee DBEDT Application at 28-32.

28gee DBEDT Application at 8-10.
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“Program Notifications.”?® DBEDT would also notify the commission
of any proposed deviations from the GEMS Program parameters set in
a GEMS Program Order via submissions referred to as
“Program Modifications,” which would be subject to approval,
modification, or rejection by the commission.3? Finally, in
addition to statutorily-mandated annual filings, DBEDT proposes to
implement a quarterly reporting process, designed to provide the
commission a “snapshot” of program activities and financial
summary information.3?

DBEDT has indicated throughout this proceeding its
support for, or accéptance of; a number of additions or other
adjustments to the originally proposed GEMS Program details as
those modifications have been offered by various Pafties32 and

Intervenors3? in this docket. The commission discusses these

29gee DBEDT Application at 15-16.

30gee DBEDT Application at 16. In addition, as explained below,
the commission has the ability to determine that a Program
Notification is in fact a Program Modification.

3lgee DBEDT Application at 17.

32DBEDT, the HECO Companies, and the Consumer Advocate are each
Parties to this proceeding (collectively, the “Parties”).

33ps further discussed in “Section I.c¢., Procedural History,”
BLUE PLANET FOUNDATION (“Blue Planet”), THE HAWAII RENEWABLE
ENERGY ALLIANCE (“HREA”), THE HAWAII SOLAR ENERGY ASSOCIATION
(“HSEA”), and LIFE OF THE LAND (“LOL"”) have been admitted as
Intervenors in this proceeding (collectively, the “Intervenors”).

2014-0135 12




suggested additions, as well as other adjustments, in the
succeeding gections of this Order.

Finally, the commission notes that a number of DBEDT's
proposed GEMS Program details have been submitted in redacted form
pursuant to the terms of the Protective Order stipulated to by the

Parties and issued by the commission.34

c. Procedural History

Following the filing' of DBEDT' s Application,
Blue Planet, HREA, HSEA, and LOL each submitted timely motions to
intervene in this docket, pursuant to Hawaii Administrative Rules
(*"HAR”) § 6-61-55.35 Each organization moving to intervene set out
its initial ©position and potential contributions to the
development of the record for decision making in this proceeding,

and each stated its familiarity with the commission’s regulatory

34In particular, DBEDT submitted GEMS Program details
under confidential seal with respect to GEMS financing products
(DBEDT Application, Exhibit 12), GEMS Program Guidelines
(DBEDT Application, Exhibit 13), GEMS break even cash flow analyses
(DBEDT Application, Exhibit 14}, and anticipated GEMS Program
impacts and benefits (DBEDT Application, Exhibit 15).

355ee (1) HSEA’s Motion to Intervene, filed June 17, 2014;
(2) HREA's Motion to Intervene, filed June 23, 2014; (3) LOL’s
Mction to Intervene, filed June 25, 2014; and {(4) Blue Planet's
Motion to Intervene, filed June 26, 2014.

2014-0135 13




processes from experiences in multiple energy-related dockets.36
Neither the Consumer Advocate nor DBEDT raised objections to,
nor made any other statements opposing, the various motions to
intervene.?’ On July 14, 2014, the commission granted the motions
to intervene of HSEA, HREA, LOL, and Blue Planet, and also provided
a procedural schedule (“Procedural Schedule”} and a statement of
the issues to govern this proceeding (“Statement of Issues”) .3®
The issues governing this proceeding are as follows:

(1) WwWhether the Application meets all applicable
statutory requirements; and

{2) Whether the Applicant’'s regquests are just,
reasonable, and consistent with the public
interest .3

68ee (1) HSEA’'s Motion to Intervene at 3; (2) HREA’s Motion
to Intervene at 2-3; (3) LOL's Motion to Intervene at 10-11;
and (4) Blue Planet’s Motion to Intervene at 3.

378ee (1) Consumer Advocate’s Response to HSEA’'s Motion to
Intervene, filed June 23, 2014; (2) Consumer Advocate'’s Response
to HREA's Motion to Intervene, filed June 24, 2014; (3) Consumer
Advocate’'s Resgponse to LOL's Motion to Intervene, filed June 26,
2014; and (4) Consumer Advocate'’s Response to Blue Planet’s Motion
to Intervene, filed June 27, 2014. See also (1) DBEDT’s Response
to HREA's Motion to Intervene, filed June 25, 2014; (2) DRBREDT’'s
Response to HSEA’'s Motion to Intervene, filed June 25, 2014;
and (3) DBEDT’'s Responses to LOL’s and Blue Planet’s Motions to
Intervene, filed June 30, 2014. '

38See “Order No. 32207, Granting Intervention and Establishing
a Procedural Schedule,” Docket No. 2014-0135, filed July 14, 2014
(“Order No. 322077).

3%0rder No. 32207 at 10-11.
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Thus, these issues guide the commission’s decision making and
discussion herein.

The Procedural Schedule in Order No. 32207 set out the
timeline for an expeditious proceeding so that the Program Order
could be issued either simultaneously with, or in close proximity
to, the issuance of the Financing Order. Parties and Intervenors
were given from July 14, 2014, through August 14, 2014
("Rolling IR Period”), to issue information requests (“IR”) to any
other Party or Intervenor, without limitation.%® The Parties and
Intervenors exchanged numercus IRs and asgsociated responses,
and the commission also issued several of its own IRs both before

and during the Rolling IR period.4! To further aid in developing

405ge (QOrder No. 32207 at 9-10. At the same time,
Order No. 32207 required Parties or Intervenors receiving IRs to
provide responses to those IRs within five days of issuance. Id.
at 10.

41gee (1), Letter from the commission to D. Emerson,
Docket No. 2014-0135, filed July 1, 2014; (2) Life of the Land’s
Initial Information Requests, Docket No. 2014-0135, filed July 18,
2014; (3) Division of Consumer Advocacy's First Submission of
Information Requests, Docket No. 2014-0135, filed July 24, 2014;
(4) Information Requests of the Hawaii Renewable Energy Alliance
to the Department of Business, Economic Development, and Tourism,
Docket No. 2014-0135, filed July 29, 2014; (5) Blue Planet
Foundation’'s Amended Information Requests to the Division of
Consumer Advocacy, Docket No. 2014-0135, filed August 4, 2014;
(6) Second Information Requests of the Hawaii Renewable Energy
Alliance to the Department of Business, Economic Development,
and Tourism, Docket No. 2014-0135, filed August 7, 2014; {(7) Letter
from the commission to D. Emerson, Docket No. 2014-0135, filed
August 11, 2014; and (8) Third Information Requests of the
Hawaii Renewable Energy Alliance to the Department of Business,

2014-0135 15




the Parties’ and Intervenors’ respective understanding of the
Application, the commission held an informal technical conference
on July 18, 2014, in which each participant was given the
opportunity to discuss with each other the various aspects of
DBEDT's Proposed GEMS Program in an open forum (*Informal Technical
Conference”) .42

Parties and Intervenors wishing to file statements
of position (“SOPs”) and/or reply statements of position
{*Reply SOPs”) were required to do so by August 7, 2014,
and August 14, 2014, respectively.% SOPs, as well as Reply SOPs,
were timely filed by each of the Parties and Intervenors pursuant

to the Procedural Schedule.4* These filings set forth each of the

Economic Development, and Tourism, Docket No. 2014-0135,
filed August 11, 2014.

2gjven the informal nature of the Technical Conference,
the statements made therein were not entered into the formal docket
record for Docket No. 2014-0135. The commission did, however,
allow Parties and Intervenors to request that any information
discussed during the Informal Technical Conference be submitted in
writing and appropriately filed in this docket.

43gee Order No. 32207 at 9.

44§§§ (1) LOL 8oOp, filed August 7, 2014; (2) HSEA SOP,
filed August 7, 2014; (3} DBEDT 80P, filed August 7, 2014;
{(4) Blue Planet SOP, filed August 7, 2014; (5) HREA S0P, filed
‘August 7, 2014; {(6) HECO SOP, filed August 7, 2014; (7) Consumer
Advocate SOP, filed BAugust 7, 2014; (8) HSEA Reply SOP,
filed August 14, 2014; (9) LOL Reply S0P, filed August 14, 2014;
(10) Blue Planet Reply SOP, filed August 14, 2014; (11) DBEDT
Reply SOP, filed August 14, 2014; (12) HREA Reply SOP,

2014-0135 16




Parties’ and ' Intervenors’ respective pogitions (support,
opposition, or other) regarding the GEMS Program proposed by DBEDT
(as further refined during this proceeding), and provided a number
of recommendations for modifying the GEMS Program and 1its
associlated processes, as further discussed below.

The Procedural Schedule also included a placeholder for
an evidentiary hearing during the week of B3August 18, 2014,
“if necesgsary.”4s Based on the record here, the commission
determined that an evidentiary hearing was not necessary in

this docketf.®

filed August 14, 2014; (13) HECO Reply SOP, filed August 14, 2014;
and (14) Consumer Advocate Reply SOP, filed August 14, 2014.

45See Order No. 32207 at 9. No Party or Intervenor requested
an evidentiary hearing at any time during this proceeding, with the
exception of LOL, who suggested that the commission hold a
combined evidentiary hearing covering both this docket and
Docket No. 2014-0134 in order to address issues raised by various
participants in this proceeding. See LOL Reply S8SOP at 4.
As recognized in the Financing Order, LOL is neither a party nor
an intervenor in Docket No. 2014-0134. See Financing Order at 41.
Thus, the commission determined that an evidentiary hearing was
not necessary in Docket No. 2014-0134. See Letter from the
Commission to Docket No. 2014-0134 Service List, filed August 18,
2014.

#The Parties and Intervenors were notified of the
commission’s decision not to conduct an evidentiary hearing via
letter. See Letter from the Commission to Docket No. 2014-0134
Service List, filed August 18, 2014.
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d. Positions Of The Parties And Intervenors

Each of the Parties’ and Intervenors’ <respective
positions regarding the Application is summarized below.
Where relevant, responses to those positions by other Parties and

Intervencrs are also discussed.

i. DBEDT

DBEDT's SOP and Reply SOP reaffirm its support for its
Application, provide updates on GEMS Program adjuétments made
during the course of the proceeding, and respond to recommendations
and concerns raised in various SOPs. DBEDT reiterates the need
for the GEMS Program to operate with sufficient flexibility to
“enter into agreements, invest its rescurces and adapt,
as necessary, to changing market conditions,” which is consistent
with similar clean energy financing programs established in
other states.?” DBEDT alsc reiterates overarching Program goals
and guiding principles, focusing on creating a self-sustaining
Program for the deployment of funds to install Solar PV and

supporting technologies,?® with the majority - but not the

47gee DBEDT SOP at 3-5.

48In its SOP, DBEDT also lists for commission review and
approval three additional categories of eligible clean energy
technologies that could receive GEMS Program funding. See DBEDT

S0P at 5-s6. These additional categories include: utility grid

modernization, utility renewable integration, and commercial
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entirety - of such funds going to assist underserved customers,
and targeting the full deployment of funds to occur within
a two-year timeframe.4? DBEDT highlights different consumer
safeguards and procedures to ensure transparency of the Program,
and includes a discussion of a proposed open solicitation process
for vetting new technologies or projects and the listing of

specific metrics categories DBEDT has developed.S?

ii. The Consumer Advocate

The Consumer Advocate, in its SOP, supports the approval
of DBEDT’s Application, but recommends that such approval be
subject to additional reporting and oversight requirements,
as there ig an identified “need to clarify and monitor the
development of the GEMS Program.”5! While the Consumer Advocate
finds DBEDT's requested programmatic flexibility to be reasonable,
the Consumer Advocate recommends a number of specific reporting
and monitoring measures, including various metrics and reporting

requireménts designed to demonstrate that GEMS Program funds are

energy efficiency. Id. These additional categories are further
discussed below.

4%gee DBEDT SOP at 5-8.
S50See DBEDT SOP at 8-10.

s1CA SOP at 8.
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primarily being deployed to underserved customers, > and that such
customers are receiving verifiable bill savings.3?

The Consumer Advocate states that it supports having the
GEMS Program focus on assisting undergerved customers with the
acquisition of affordable credit, and it recommends that the
GEMS Program be used to deploy funds in support of utility-scale
projects that would lower the rates of all customers.ss
The Consumer Advocate further states that GEMS Program loan
repayments should be dedicated to replenishing any reductions to
collectioﬁs of the Public Benefits Fee resulting from the
offsetting of Green Infrastructure Fee collections used to pay
principal, interest, and other approved costs related to the
issuance of Bonds pursuant to the Financing Order .55 The wvaricus
recommendations of the Consumer Advocate are discussed in greater

detail below, where appropriate.

iii. The HECO Companies
The HECO Companies state that the Proposed GEMS Program

appears to both satisfy the various statutory requirements under

52gee CA S0P at 9-10.
53Gee CA SOP at 10-11.
548ee CA SOP at 18,

S55ee CA S0P at 16.
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HRS § 269-170% and is just, reasonable, and consistent with the
public interest.®? 1In their Reply SOP, the HECO Companies also
signify their general willingness to assist with the reascnable
gathering and reporting of data and other information related to

the GEMS Program. >3

iv. HSEA
HSEAR's SOP sets forth its strong support for the
GEMS Program, noting that DBEDT's Applicatioﬁ satisfies all
applicable statutory requirementss® and that the proposed
GEMS Program 1is just, reasonable: and consistent with the public
interest because it helps to "“democratize.... access to clean
energy for more Hawaii residents and non-profits” and supports the

achievement of the State’'s clean energy and environmental goals.S®?

56HECO SOP at 3. The HECO Companies note that their assessment
is based only on that information to which they were allowed access
under the Protective Order. 1Id.

STHECO SOP at 4.

58gee HECO Reply SOP at 4. The commission observes that none
of the other Parties or Intervenors offered significant discussion
on the HECO Companies’ SOP in their respective Reply SOPs.

5°Despite its support of the GEMS Program, HSEA notes that its
ability to review the proposed GEMS Program was limited to the
extent that HSEA was not able to access a number of exhibits to
DBEDT's Application that were deemed confidential materials.
See HSEA SOP at 3.

§0gee HSEA SOP at 3 and 8.
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According to HSEA, the GEMS Program should be designed so
as to ensure that a number of key guidelines are followed,
including (1} focusing on deployment and financing of Solar PV
installations and related infrastructure equipment, such as
advanced inverters, energy storage, and other “attendant costs
that customers might have to pay for «circuit upgrades;"”
(2) focusing on underserved customers; (3) utilizing an allocation
of GEMS Program fuﬁds that is balanced between unleveraged and
leveraged financial products, including a requirement that
allocations are split equally between these two product types;
(4) using alternative 1lending practices -and criteria to
maximize the reach of the Program to assist underserved customers;
and (5) allowing the use of on-bill repayment by the GEMS Program. 6!
Additionally, HSEA recommends that a rental market access
action plan be developed and that Program administrative costs be
tracked closely.®2

In its Reply SOP, HSEA again states that it opposes an
expansion of the GEMS Program that would enable the funding of
technologies other than distributed generation (“DG") and

associated equipment.é HSEA claims that such an expansion would

61See HSEA SOP at 3-7.
62Gee HSEA SOP at 8-9.

¢3See HSEA Reply SOP at 3-6.
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take GEMS Program operations outside the scope of what the
Legislature intended in passing Act 211, and that clean energy
installations other than the DG Solar PV-focused technologies of
DBEDT’s original proposal, such as the utility-scale projects
supported by the Consumer Advocate, would not provide comparable
direct benefits to customers.®4

The Consumer Advocate disagrees with HSEA’s position
concerning expansion of the GEMS Program, stating that *“[tlhe
Consumer Advocate believeg a successful GEMS Program could be used
both to finance utility scale projects that would benefit
all customers as well as provide greater opportunities fgr
underserved customers to achieve bill savings via
energy efficiency and/oxr renewable energy investments. 65
The Consumer Advocate also expresses its concern with HSEA's
recommendation that the GEMS Program fund “related interconnection
equipment for Solar PV,” because such an expansion would allow
many customers who are not traditionally underserved to utilize
GEMS Program funding.5®

DBEDT observes that a number of HSEA’S suggested

guidelines (e.g., funding of circuit upgrade costs and the focus

t4See HSEA Reply SOP at 3-6.
65See CA Reply SOP at 12.

5¢See CA Reply SOP at 12-14.
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of fund deployment for underserved customers) are already part of
the proposed GEMS Program.%’ DBEDT also argues that limiting its
flexibility to allocate funds between unleveraged and leveraged
financial products - as proposed by HSEA - would hinder full
deployment by reducing customer choice.5® These issues are

discussed further in this Program Order.

v. HREA
While HREA supports the use of GEMS Program funds to
enhance on-bill financing programs,®® it states that it cannot
support the proposed GEMS Program due to a number of issues
that it believes have not been adequately addressed.’® These issues
include:
(1) Whether energy efficiency and solar hot water
measures need to be added to the list of clean
energy technologies for the initial

GEMS Program funding;

67See DBEDT Reply SOP at 5-6.
68gee DBEDT Reply SOP at 6.
695gee HREA Reply SOP at 3.

70gee HREA Reply SOP at 9.
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(2) Whether the GEMS Program should be
“customer-driven” rather than “market-driven”
as proposed by DBEDT;

{3} Whether customer (consumer) needs and
interests are recognized and protected;

(4) Whether DBEDT should become a green bank; and

(5) Whether DBEDT’'s proposed GEMS Program will
actually reach “hard-to-reach” customers
(i.e., pensioners, renters, and those that
cannot qualify for conventional financing
options) .7}

The commission addresses a numbexr of HREA’s issues in

later sections of this Program Order.

vi. LOL
LOL conditions its support of the GEMS Program on the
adoption of a set of modifications, including the fellowing:
{1} GEMS Program funds should only be deployed to
support solar technology “on the customer’s
side of the meter;”
(2) Deployment of GEMS Program funds should be

limited to only underserved customers or those

1See HREA Reply SOP at 2 and 9.
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customers unable to get traditional funding,
such as the economically challenged, apartment
residents, and non-profits;

{3) Energy audits and the installation of
energy efficiency systems, such as LEDs, CFLs,
and solar water heaters, should be
required and performed/installed before a
GEMS Program-funded system is installed;

{4) Customers participating in the GEMS Program
should be able to disconnect from the grid;

{5) Metrics for the GEMS Program should be defined
as part of.this proceeding;

(6) A 10% management fee for GEMS Program
administrative costs should be set so as to
limit any fee increases on ratepayers
associated with the GEMS Program; and

(7) This proceeding should stay open and serve
as a repository for the filing of all
related documents.’?

While the Consumer Advocate disagrees with

LOL‘s condition that participating customers be allowed to

disconnect from the grid, .the Consumer Advocate agrees with

728ee LOL SOP at 4-6.
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LOL that metrics should be regularly reported and developed through
a collaborative process.?’?

DBEDT states that it does not suppoxt
allowing GEMS Program participants to disconnect from the grid.?*
DBEDT also disagrees with LOL's proposal to reguire
pre-installation energy efficiency audits and retrofits for
GEMS Program participants, because that proposal could result in
delays for system installations.’s These issues are discussed

further, where necessary, in this Program Order.

vii. Blue Planet
Blue Planet strongly supports the approval of the
GEMS Prog:‘ram.75 At the outset, Blue Planet observes that DBEDT's
Application meets all applicable statutory requirements and the
proposed Program is just, reasonable, and consistent with the
public interest.?’” Blue Planet further notes that the GEMS Program

can be an enabler of various technologies that support further

73gee CA Reply SOP at 10-11.
74See DBEDT Reply SOP at 11-12.
5See DBEDT Reply SOP at 11.

76See Blue Planet SOP at 7; see also Blue Planet Reply SOP
at 3,

778ee Blue Planet SOP at 2-3 and 7.
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integration of Solar PV systems and other <c¢lean energy
technologies,’” as well as a means to support programs like

community solar.??

e. GEMS Financing Structure under Docket No. 2014-0134

Act 211 created a two part structure for financing,
implementing, and regulating a state program dedicated ¢to
supporting the installation of clean energy infrastructure through
the acquisitidn of low-cost capital. The first part of this
structure was addressed in the Financing Order. The second part
of this structure is the GEMS Program presented in this proceeding,
which details DBEDT's proposal to deploy low-cost capital after
issuing the Bonds approved in the Financing Order. To place the
Program Order in context, the commission here provides a
brief review of the financing structure, as approved in the
Financing Order.

The funding used to capitalize the GEMS Program consists
of the net proceeds obtained from the $150,000,000 Bond issuance
carried out by DBEDT, plus any interest earned on those net
proceeds. The key benefit of acquiring funding through the

issuance of the Bonds is the resulting low-interest capital that

78Gee Blue Planet SOP at 5.

7?See Blue Planet SOP at 6-7.
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will be generated.?®’ Following the issuance of the Bonds, the net
proceeds will be deposited into the Green Infrastructure Special
Fund, and, by the approvals given in this Program Order, will be
used to fund the loans, expenses, and other investments,
as approved, of the GEMS Program.é8!

The commission further observes that a key element of
Act 211’'s stated purpeose is “to acquire and provide alternative
low-cost financing, to be deployed through a financing
program. .. ."82 It is well understood that inexpensive capital
at low, fixed interest rates can be highly beneficial to the
success of any maijor capital-intensive project. Indeed, the

Legislature highlighted Act 211‘s ability to facilitate the

80To gecure this low-interest capital, a fixed repayment
stream for the Bonds is created in the form of a non-bypassable
surcharge called the Green Infrastructure Fee (“GIF”) that is
authorized by Act 211 and is to be applied to all ratepayers within
a participating utility’s service territory until all Bonds are
repaid. See HRS § 269-166. In order to eliminate the net impact
from the GIF on ratepayers, Act 211 authorized an offset or rate
reduction to the Public Benefits Fee, established pursuant
to HRS § 269-121, by the total amount of the GIF to effectively
reduce the total amount that affected ratepayers pay each year.
See HRS § 269-166(b).

815ee HRS § 196-65. The use of Bond proceed amounts deposited
in the Green Infrastructure Special Fund are limited to making
Green Infrastructure Loans, as defined under HRS § 196-61,
paying various costs related to the GEMS Program, and other
investments “as permitted by law” and otherwise approved by
the commission.

82act 211, § 1.
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acquisition of low-cost capital as one of the legislation’s primary
benefits.® Further, with interest rates continuing toc remain at
historically low levels for the time being,8 it appears that
acquiring a large pocl of low-cost capital today to support clean
energy projects requiring financing over many years would serve
the interests of affected ratepayers and the State at large to an
even dreater extent than acquiring and deploying such low-cost
capital at some undetermined time in the future.8s

Thus, the Act 211 financing structure enables the
financing of the activities of the GEMS Program, and an approved
GEMS Program Order must be in place in order for the Program to

deploy Bond proceeds in the form of clean energy locans. Both the
|

83pct 211, § 1, states that, for green infrastructure
installations to support the State’s c¢lean energy goals,
more installations “will require significant amounts of capital,
and it 1s in the public interest to minimize these costs....
[and that a] key component to minimizing costs is reducing the
cost of capital required to finance infrastructure installations.”
In addition, Act 211, § 1, states that “the impact and reach of
proven clean energy financing programs, such as on-bill financing
or on-bill repayment, can be greatly enhanced through the use of
low-cost capital made available through the green infrastructure
financing program established by this Act.”

Bigee www. Lryeasury.gov/resource-center/data-chart-center/
interest-rates/Pages/TextView.aspx?data=longtermrate.

SDBEDT's overall Program stryucture and implementation
timeline is designed in such a way as to benefit from existing
state and federal clean energy tax credits prior to the expiration
of one or both of those incentives. See DBEDT Application
at 25-26.
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commission and affected ratepayers expect the BAuthority to
effectively utilize GEMS Program funding to its fullest potential

and as soon as possible. 85

II. Discussion
a. The Commission’s Statutory Authority
The provisions of Act 21187 give the commission approval
responsibility with respect to the Financing Order, and approval
and oversight responsibility with respect to the implementation of
the GEMS Program authorized herein through the Program Order.
Specifically, with respect to the issuance of this Program Order,

HRS § 269-171 provides:

(a) The public utilities commission may issue a
program order authorizing the allocation,
use, expenditure, or other disposition
of any amounts deposited or held in the
green infrastructure special fund upon
the submission by the authority to the
commission of a completed application,
as described in this section. A green
infrastructure loan program order issued by
the public utilities commission shall include

#In the Financing Order, the commission specifically
prohibited DBEDT from issuing Bonds until the issuance of
this Program Order. Financing Order at 57. The commission
observes that DBEDT agreed to this condition. See Response to

PUC-DBEDT-IR-1, filed July 14, 2014.

87Codified in part as Part IV, HRS Chapter 196,
(Green Infrastructure Loans} and in part as Part X, HRS Chapter 269
(Green Infrastructure Bonds).
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the following, where determined necessary and
applicable by the commission:

(1)

(4)

(5)

{(c) The

An identification and description of each
project, program, financing agreement,
or other arrangement approved by the
public utilities commission for which
amounts deposited or held in the green
infrastructure special fund may be
allocated, used, expended, or otherwise
disposed of;

Minimum criteria for the lending,
crediting, or investing of amounts
deposited or held in the green
infrastructure special fund;

A description of the repayment processes,
mechanisms, and applicable calculations
for each project, program, financing
agreement, or other arrangement approved
by the public utilities commission for
which amounts deposited or held in the
green infrastructure special fund may be
allocated, used, expended, or otherwise
disposed of;

A review of the anticipated impacts and
benefits to electric utility ratepayers
of any project, program, financing
agreement, or cother arrangement approved
under a green infrastructure loan program
order; and

Any other provision or information

determined to be necessary by the public
utilities commission.

order shall specify the following,

including:

{1)

The procedures to be followed by the
electric wutilities in the event of
nonpayment or partial payment of
the green infrastructure charge by

32




the electric utilities' customers, which
procedures shall be consistent with the
public utilities commission's approved
procedures for nonpayment and partial
payment of rates, charges, and fees under
the electric utilities’ tariffs; and

(2) The distribution of the total amounts
collected by the electric utilities for
amounts billed to customers for the

electric utilities’ rates, fees, and
charges, for the green infrastructure
charge, for other fees and charges

approved by the public utilities
commission, and for associated taxes,
in the event of partial payments of the
billed amounts.
In compliance with the statutory directives above,
the commission hereby approves the GEMS Program as proposed in
DBEDT's Application and accompanying exhibits, subject to certain

adjustments, wmodifications, and additional requirements as

discussed in this Program Order.

b. Hawaii Green Infrastructure Authority

The commission recognizes the tremendous amount of
time and effort DBEDT has invested - and will continue to
invest - ih establishing and operating a successful GEMS Program.
The Legislature envisioned, however, that once established,
the GEMS Program would be administered by the
Authority - with its own staff, resources, and distinct powers and

responsibilities - as an agency placed within DBEDT for
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administrative purposes.® (Continuing to utilize DBEDT resources
to implement the GEMS Program may create an undesirable situation
where the GEMS Program is perpetually competing for resources
otherwise dedicated to carrying out other DBEDT functions and
priorities. Given the commission’s interest in having a well-run
GEMS Program that will provide energy cost savings to ratepayers
in the most effective manner, the commission concludes that the
Authority should be established, if at all possible, prior to the

initial deployment of GEMS Program funds.

c. The Commission’s Role in Reviewing and Overseeing the GEMS
Program

i. In General

The commission 1is responsible for reviewing and,
where appropriate, approving DBEDT’'s Application to establish the
GEMS Program, as well as for providing ongoing oversight of the
Program.? The determination of specific program details and the
control of day-to-day operations, such as the deployment of
GEMS Program funds to customers, is the responsibility of the
Authority. As instrumentalities of the State, both the commission

and the Authority have a mandate to carry out their

88gee HRS §§ 196-62, 196-63, and 196-64.

8%Gee Act 211.
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responsibilities in a manner that protects the public interest,
furthers the goals of the State, and minimizes the costs
and maximizes the benefits of the GEM Program for all
utility customers.

The utilization of proceeds derived from the sale of
bonds secured exclusively by a non-bypassable sgurcharge on
ratepayers within the HECO Companies’ service territories?? compels,
the commission to ensure that any approved GEMS Program clearly
demonstrates (1) its potential to provide a proportional benefit
to affected, contributing ratepayers, and (2} the likelihood of
operating over time in a successful and cost-effective manner.9?!
Thus, the commission’s review of the Program is to verify whether
it operates effectively and without unreasonably adversely
affecting either participating or non-participating ratepayers.
The commission must ensure that all ratepayers’ interests
are protected.

The Legislature provides additional guidance to the

commission via Act 211 regarding its review/oversight

See Financing Order (approving the issuance of Bonds by
DBEDT and the establishment of GIF).

°1In the Financing Order, the commission similarly found that
it is required to ensure that any GEMS Program it approves must
show (1) its potential to provide proportional benefit to affected,
contributing ratepayers, and (2) its likelihood of operating over
time in a successful and cost-effective manner. Financing Order
at 5.
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responsibilities for the GEMS Program. Act 211 establishes the
GEMS Program as one tool to assist the State in achieving its
greater clean energy policy goals.?? Thus, the commission must
review the proposed GEMS Program to determine whether such proposal
is just, reasonable, and consistent with the public interest,
while also taking into consideration the State’s overarching clean
energy policy goals.??

To further aid in the implementation of Act 211,
the Legislature provides a number of specific priorities for the
design and operation of the GEMS Program:

The legislature further finds that the State would

be best served by a State-administered green

infrastructure financing program that:

(1} Focuses on providing an alternative means of

low-cost financing for green infrastructure
equipment for Hawaii ratepayers, particularly

%28ee Act 211, § 1. The Legislature begins Act 211 by stating
that “building Hawaii’s clean energy infrastructure at the lowest
possible cost is vital to the State's reaching its seventy per
cent c¢lean energy goal 1in 2030,” and by further stating
that “significant investment in infrastructure installations is
required to achieve the State's goals of energy self-sufficiency,
greater energy security, and greater energy diversification,
and to support the achievement of the renewable portfolio standards
and energy efficiency portfolio standards, as established in
chapter 269, Hawaii Revised Statutes.”

?3Hawaii’s Renewable Portfolio Standards under HRS § 269-92
and Hawaii’s Energy Efficiency Portfolio Standards under
HRS § 269-96, collectively, set the State’s leading clean energy
requirements that effectively call for 70% of the State’s
electricity demand to be satisfied using clean energy resources by
the year 2030.
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those ratepayers not currently able to obtain
such technology on reasonable financing terms;

' (2) Utilizes excess loan program funds as a
funding source to finance additional green
infrastructure installations, subject to’
regulatory guidelines and approval; and

(3} Establishes clearly defined program
procedures and targets that encourage
effective coordination among state agencies,
industry, investors, and other critical energy
industry stakeholders in order to help the
State achieve its clean energy policy mandates
and to provide customers affordable energy
options. %

Thus, the commission will use the following criteria to

review GEMS Program matters now and in the future:

(1) Whether the GEMS Program proposal is
cost-effective;

(2) Whether the GEMS Program proposal supports the
goal of providing greater green infrastructure
access for underserved customers;

(3) Whether the GEMS Program proposal is likely to
make positive contributions to the overall

' GEMS  Program portfolio  of loans  and
investments; and

(4) Whether the GEMS Program proposal positively

impacts the achievement of Hawaii’'s Renewable

4pct 211, § 1.
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Portfolio Standards and Energy Efficiency
Portfolio Standard requirements, including
the support of stakeholder coordination in

achieving the State’s clean energy goals.

ii. Prudent Management of PFunds and Minimization of
Adminigtrative Costs

The Legislature enacted Act 211 for the purpose of
increasing access to clean energy technology. through the
acquisition of low-cost capital.?s Given this, the commission
finds that the GEMS Program should be operated, from a general
perspective, so as to ensure that all related funds are managed
prudently, and that administrative costs are minimized to the
fullest extent possible. Therefore, all parties involved should
endeavor to ensure that such capital is used as efficiently as

possible for that purpose.?* To achieve this goal, the commission

858ee Act 211, § 1.
9%68ee Act 211, § 1, which states that:

[tlhe legislature further finds that the upfront
costs of green infrastructure equipment are a
barrier preventing many electric utility customers
from investing: in these infrastructure
installations. Existing programs and incentives
do not serve the entire spectrum of the customer
market, particularly those customers who lack
access to capital or who cannot afford the
large upfront costs required, thus creating
an underserved market. It is in the public interest
to  make cost-effective green infrastructure
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\ directs the Authority to develop administrative cost controls?’ for
the GEMS Program and to submit them as part of its initial Annual

Plan pursuant to HRS § 196-64 (b), as discussed further below.

iii. GEMS Program Transparency
To instill public confidence in an innovative,
ratepayer-funded initiative like the GEMS Program, the commission
directs the Authority to avoid excessive or unnecessary redaction
of material submitted with the Program’s oversight and reporting
processes, as discussed below. Therefore, the designation of
material as confidential should be minimal and Jjudiciously

applied.?®®

equipment options accessible and affordable to
customers in .an equitable way.

9ILOL states in its SOP that a 10% management fee should be
established for the GEMS Program, as well as for all other programs
regulated by the commission. See LOL SOP at 4. The commission
does not believe a specific management fee cap for the Program is
necegsary at this time. Further, the issue of whether a 10%
management fee should be set for all other commission-regulated
programsg is beyond the scope of this proceeding and unreasonably
broadens the issues in this proceeding. Therefore, the commission
will not further address this issue in this Program Order.

98gee Act 211, § 1 (indicating that one of the key GEMS Program
design principles is the establishment of “clearly defined program
procedures and targets that encourage effective coordination

among... stakeholders in order to help the state achieve its clean
energy policy mandates and to provide customers affordable energy
options”). Further, DBEDT acknowledged with respect to proposed

quarterly reports that “it is anticipated that most of the
information and data on program progress will be publicly
available” and that DBEDT “intends to make information and relevant
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iv. Equitable Program Access For All Islands

Act 211 states that "“[ilt is in the public interest to
make cost-effectivg green infrastructure equipment options
accessible and affordable to customers in an egquitable way.”9°
In this regard, the commission finds that, because contributions
to fund the GEMS Program will be made by ratepayers of each of the
HECO Companies,!'®® the GEMS Program should provide equitable
access for the ratepayers of each of the HECC Companies.
The commission nevertheless recognizes that establishing specific
island-by-island allccations for GEMS Program fund deployment,
system quota levels per island, or other hard-and-fast Program
design parameters may be unnecessarily restrictive and limiting
with respect to the establishment of the GEMS Program at
this stage.

Thus, to suppor£ the goal of equitable GEMS Program
access for customers of each of the HECO Companies, the commission
finds that the GEMS Program should be modified to include a

guideline that directs the Authority to implement the Program in

data available to the public.” DBEDT Response to LOL-DBEDT-IR-4,
filed July 25, 2014.

99Act 211, § 1.
100g5ee Financing Order at 95. The approved GIF will be applied

to ratepayers across all islands within the service territories of
the HECO Companies. Id.
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a manner that ensures that Program products and benefits are
eqﬁitably allocated to customers of each of the HECO Companies.
Therefore, appropriate data c¢ollection steps, as well as
accompanying metrics for tracking the allocation of funds to each
island in the HECQO Companies’ service territories, shéll be added
to DBEDT's “Market Expansion Impact Metrics” category of
measures, 19 and shall be reported to the commission on an annual
and gquarterly basis, as further described below. These data
collection steps and metrics shall be developed and finalized

during the process to be conducted by DBEDT, as discussed below.

v. Benefits to Participants and Non-Participants

As discussed above, the securitization of the
GEMS Program Bond proceeds is by way of a non-bypassable surcharge
on all ratepayers within the HECO Companies’' service territories.
As such, all ratepayers, whether or not they are direct
participants in the GEMS program, should share in the benefits to
be derived from the program.

Based on this record, the commission finds that the
following ratepayers and other entities may benefit from the
GEMS Program: (1) Deployment Partners, such as solar financiers,

financial institutions, specialty originators or services,

1015ee DBEDT Response to CA-DBEDT-IR-1, filed July 31, 2014.
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installers, other c¢lean energy capital providers; (2) end use
consumers, such as underserved homeowners, renters, and non-profit
organizations, as set forth on pages 36 and 37 of DBEDT's
Application; and (3) non-participant ratepayers by virtue of a
lessened reliance on costly imported fossil fuel and progress
towards the achievement of the State’s clean energy goals along

with its attendant benefits.

d. Consideration of Specific Program Aspects

Act 211, 1in part, provided specific elements to be
included in the GEMS Program, including a description of: (1) how
the Bond proceeds will be used; (2) the minimum lending, crediting,
or investing criteria in relation to the use of the Bond proceeds;
(3) the repayment processes; and (4) the anticipated impacts and
benefits on utility ratepayers.102 Throughout this proceeding,
a number of critical Program aspects, including several related to
those Program elements listed above, were addressed by the various

Parties and Intervenors. These issues are addressed below.

i. Eligible Clean Energy Technologies
The commission finds that the GEMS Program must have

sufficient deployment options available with respect to eligible

1025ee HRS § 269-171(a).
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clean energy technologies so as to fulfill the purposes of Act 211
in an effective and timely fashion.

In its Application, DBEDT provides a list of proposed
eligible clean energy technologies that focuses on Sclar PV systems
and an array of non-Sclar PV technologies that may be utilized
to support the installation and interconnection of Solar PV.103
The Application does not propose any limitations on the size of
such installations. Instead, the Application allows for the
financing of a wide range of production and capacity capabilities
that include a range of technologies, from small scale systems up
to utility scale technologies. DBEDT specificaliy requests that
the commission approve Solar PV systems and “related customer and
utility technologies and equipment necessary to successfully
interconnect Solar PV systems to the grid” as being clean energy
technologies eligible to receive GEMS Program funding.!04

Thus, as proposed by DBEDT, the focus of the GEMS Program

is on the financing of Solar PV systems and associated

103gee DBEDT Application, Exhibit 9.

104See DBEDT Application at 36. HRS § 269-121(b) states that
“‘clean energy technology' means any commercially available
technology that enables the State to meet the renewable portfolio
standards, established pursuant to section 269-92, or the energy
efficiency portfolio standards, established pursuant to section
269-96, and approved by the public utilities commission by rule
or order.”
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interconnection-enabling technologies: 105 To add additional
technologies outside of its list, DBEDT states it is developing an
“open solicitation process” that is similar to a process created
by the New York Green Bank by which additional technologies and
equipment can be first presented to DBEDT for review.1% Then, any
new technologies that DBEDT wishes to propose for GEMS Program
eligibility would be submitted for commission review through
either the Program Modification process or DBEDT's Annual Business
Plan process required under HRS § 196-64 (b) .207

Concerns related to the interconnection of new
distribuﬁed generation systems to Hawaii’s electrical grids have
been raised from the outset of this proceeding as a potential
barrier to GEMS Program successg, 108 During the development of
Act 211, the Legislature also noted that it had concerns with what
it saw as “technical barriers to reaching higher penetration levels
of intermittent power while maintaining acceptable reliability and

safety standards for all electric ratepayers.”?19? Thus, the

l05gee DBEDT Application at 21.

l06gee DBEDT Response to PUC-DBEDT-IR-4(b), filed July 14,
2014.

107gee DBEDT SOP at 6.

1%%See, e.g., DBEDT Application at 33, and DBEDT respocnse to
PUC-DBEDT-IR-4, filed July 14, 2014.

109vReport from the Committee on Conference for S.B. No. 1087,
s.b. 2, H.D. 3, C.D. 1,” April 26, 2013.
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Legislature highlighted the importance of continuing to consider
a “diverse portfolio of energy options” in parallel with ongoing
efforts to £ind solutions to the State’s interconnection and other
technical issues.?10

Parties and Intervenors in this proceeding have proposed
a variety of different approaches to the kinds of allowable
technologies that should be eligible to receive GEMS Program
funding. The differences among these approaches include: (1) the
gpecific form of energy production technology that can be funded;
(2) the size or scale of eligible technologies, regardless of the
underlying technology; and (3) the underlying business models
attributed to using certain kinds of technology.

For example, LOL and HSEA take the position that only
Solar PV and related interconnection-enabling equipment should be
allowed to utilize GEMS Program funding, 1! while others recognize
the potential use of GEMS Program funding to promote energy
efficiency-related projects.!1? The Consumer Advocate supports
the use of GEMS Program funding for utility-scale projects that

will provide wide-ranging benefits to all affected ratepayers, 113

11owReport from the Committee on Conference for S.B. No. 1087,
§s.D. 2, H.D. 3, C.D. 1,” April 26, 2013.

l1igee LOL SOP at 4; HSEA SCP at 3-4.
112gee¢ DBEDT SOP at 5-6; CA SOP at 4.

113gee CA SOP at 18.
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while others oppose such useg.114 Blue Planet recommends that
the 1list of eligible technologies under Exhibit 9 of the
Application be amended to include projects using the community
solar business model .15

Moreover, in 1its SOP, DBEDT proposes to expand the
list of eligible c¢lean energy technologies it initially
proposed in its Application to include the following, in order to
“mitigate challenges related to grid saturation and
interconnection”:

(1) Utility grid modernization;

(2) Utility renewable integration; and

(3) Commercial energy efficiency.116

While the commission believes that Act 211 places
a priority on customer-side clean energy technology solutions, !’

it does not agree that GEMS Program funding - even in an initial

1l4Gea, e.g., HSEA Reply SOP at 4-6.

115Blue Planet SOP at 7; see also LOL SOP at 4 (noting that
GEMS Program with an initial focus exclusively on solar technology
would include community-based solar facilities).

116pBEDT SOP at 6.

117gee Act 211, § 1. The Legislature notes that “upfront costs
of green infrastructure equipment are a barrier preventing many
electric utility customers from investing in these infrastructure
installations.” Id. In addition, the Legislature thereafter finds
that “[ilt is in the public interest to make cost-effective green
infrastructure egquipment options accessible and affordable to
customers in an equitable way.” Id.
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deployment of funding - should be strictly limited to only Solar PV
systems and those technologies that may assist with
interconnecting such systems.!1® The legislative record for Act 211
does not 1indicate that the Legislature intended that the
GEMS Program be exclusively focused on a single technology type to
the exclusion of all others.!1%

The commission recognizes both that DBEDT |has
designed a GEMS Program focused on the deployment of funds to
support Solar PV systems, and that DBEDT has done the “groundwork”
to allow for rapid implementation of these systems. The commission
fully expects the Authority to continue implementing the overall
deployment strategy proposed by DBEDT in its Application, but,
in addition, to retain the ability to respond to Hawaii's dynamic
energy landscape. The commission does not believe it is either

prudent or useful at this time to foreclose or otherwise limit the

118»Customer-side” as used in this Program Order refers,
among other things, to projects that (1) are physically located on
the customer side of the meter or (2} are owned, leased, or
otherwise acquired by the GEMS customer, such as community solar.

1’see  “"Report from the Committee on Conference for
$.B. No. 1087, §.Dp. 2, H.D. 3, C.D. 1," April 26, 2013.
The Legislature notes the importance of considering a
*diverse portfolio of energy options while alseo continuing to
pursue ways to integrate increased levels of intermittent power
onto the grid.” 1Id. The Legislature also required DBEDT to study
and report back on the whether the GEMS Program should be expended
or reviged following the initial deployment of funds, and to look
into different energy technologies that “may be available to
provide affordable energy options.” Id.
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ability of the GEMS Program to fund any potential technology
solutions that may provide significant benefits to ratepayers.

Accordingly, the list of clean energy technologies in

Exhibit 9 is amended to include DBEDT's additional proposed
categories of technologies listed above in addition to those
technologies originally included by DBEDT.!2° In order to provide
additional options to the GEMS Program in deploying funds, the
commission directs that Exhibit 9 be further amended to include
the following technologies:

{1) Technologies that incorporate a water-energy
nexus, 1including sewage and waste water
treatment;

(2) Heating, ventilating, and air conditioning
(“HVAC”) and related systems; and

(3) LED systems.

In its response to a commission Information Request, DBEDT stated
its support for adding the above three technology types to the
list of eligible clean energy technologies “[iln order to

facilitate greater program optionality.~12

120The commission observes that the first two added technology
categories refer to the ability of individual customers, in the
aggregate, to affect grid modernization and renewable integration,

121gee DBEDT Response to PUC-DBEDT-IR-9, £filed August 19,
2014.
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A. GEMS Alignment with Advances in Distributed Energy
Resources

While in the previcus section the commission has
expanded the 1list of eligiblé clean energy technologies for
GEMS Program funding to provide further programmatic flexibility,
the deployment plan proposed by DBEDT, and approved by this Order,
would still allocate significant funding to install new
customer-side distributed energy resources (“DER”),122 primarily
new rooftop PV systems. In prior Orders, the commission has noted
that Hawaii’'s electric utilities have been challenged to
accommodate demand for DEﬁ and to enable adoption of these

technologies for the benefit of their customers.12? The commission

122DER refers to technologies typically located at a customer’s
premises that can supply part or all of the customer’'s
electric 1load, 1including eneray efficiency, demand response,
energy management systems and microgrids, energy storage and
electric vehicles, and generation technologies such as Solar PV,
wind, and combined heat and power. DER can also be designed to
export energy into the electric utility’'s distribution system and
thereby serve other nearby customers, as well as provide essential
grid support services, depending on technology and configuration.

123gee In the Matter of the Public Utilities Commission
Regarding Integrated Resource Planning, Docket No. 2012-0036,
Decision and Order No. 32052, Exhibit A: Commission’s Inclinations
on the Future of Hawaii’s Electric Utilities, filed April 28, 2014
{Exhibit A 1is hereinafter referred to as the "“White Paper”).
White Paper at 15-16. In order to expedite the assessment and
mitigation of any legitimate constraints on further DER adoption,
the commission directed the HECO Companies to prepare and submit a
Distributed Generation Interconnection Plan. The commission’s
review of HECO Companies’ submittal is ongeing in Docket
No. 2014-0192. See also In the Matter of the Public Utilities
Commission Instituting a Proceeding to Investigate the
Implementation of Reliability Standards for Hawaiian Electric
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observed that continued advances in DER technology and
applications provide Hawaii's electric utilities and their
customers with a number of solutions to address the present
impediments in the area of DER integration.124

Therefore, it is critical that the Authority work with
the electric utilities and the Program’s Deployment Partners to
ensure that GEMS Program funds are used to support cost-effective
advanced DER technologies that address current grid integration
challenges and support long-term growth of the renewable energy
market in the State. Accordingly, the Authority is required to
include in its first Program Notification and ongoing Annual Plans
detailed consideration and discussion of how the green
infrastructure it proposes to finance will be successfully
integrated into the grid, and how such infrastructure will continue
to support the ongoing transformation of the State’'s electric

systems over time.

Company, Inc., Hawaii Electric Light Company, Inc., and Maui
Electric Company, Limited, Docket No. 2011-0206, Order No. 32053
Ruling on RSWG Work Product, filed April 28, 2014 (“RSWG Order”).
See also In the Matter of the Public Utilities Commission
Instituting a Proceeding to Review Hawaiian Electric Company,
Inc., Hawaii Electric Light Company, Inc., and Maui Electric
Company, Ltd.’'s Demand-Side Management Reports and Requests for
Program Modifications, Order No. 32054 “Policy Statement and Order
Regarding Demand Responses Programs,” Docket No. 2007-0341,
filed April 28, 2014 (“DR Policy Statement”).

1245ee White Paper at 15-16. See also RSWG Order. See also
DR Policy Statement.
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ii. Program Beneficiaries

As noted above, the commission finds that the
GEMS Program will provide both direct and indirect benefits to a
range of individuals and organizations, including individual
GEMS Program participants or borrowers, Deployment Partners
involved in the financing and installation processes,
and ratepayers in the State of Hawaii. Benefits are expected to
include access to low-cost capital for green infrastructure
equipment for Program participants, increased business activity
for Deployment Partners, and the promotion of the State’s clean
energy goals. The level of these benefits will be measured using
a series of program metrics developed by DBEDT.!25

Parties and Intervenors have raised a number of specific
issues with respect to program beneficiaries and the Program’s
deployment of funds, such as the allocation of funds across
customer types, the nature of the c¢lean energy systems that
participants can have installed, and the ability of participating
customers to wuse GEMS funds to disconnect from the grid.

These specific issues are discussed in the succeeding sections.

1255ee DBEDT Application at 32. DBEDT's metrics areas are
divided into four broad categories: Energy and Environmental
Impact Metrics, Economic Development Impact Metrics,

Market Expansion Impact Metrics, and Cost Saving Metrics, and are
further discussed below. Id.
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A. Allocation of Funds to Underserved Customers

A primary objective of the GEMS Program is to increase
accegs to low-cost financing for that portion of the population
that has typically been underserved when it comes to financing
green infrastructure and related equipment.!26 DBEDT identifies
this underserved group broadly as those Hawaii homeowners,
renters, and non-profit organizations who, for one reason or
another, have not been able to obtain the needed financing to
install green infrastructure systems.?1?’? Thus, DBEDT concluded
that a major purpose of the Program, per Act 211, is to fill an
existing clean energy financing gap by deploying the majority of
GEMS Program funds to underserved customers.12®

All Parties and Intervenors in this docket offering a
position on the allocation of GEMS Program funds have supported

the deployment of funds to assist the underserved.!?® Some Parties

126Gge Act 211, § 1.

1275ee DBEDT Application at 23. Again, those customers
identified as underserved in Renewable Funding’'s market analysis
for the GEMS Program are (1) homeowners and renters with low credit
scores and/or low income, and (2) small to mid-size non-profit
organizations. See DBEDT Application, Exhibit 6.

1265ee DRBREDT SOP at 6-7.

129See HSEAR SOP at 6; LOL SOP at 5 (defining the underserved
as “those who cannot get traditiocnal funding: the economically
challenged, apartment residents and non-profits”); HREA SOP at 2
(defining customers considered to be “Hard to Reach” to include
“pensioners, renters, and those that cannot qualify for
conventional financing options”); Blue Planet SOP at 6; CA SOP
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and Intervenors have gone further, however, and recommended that
the GEMS Program dedicate the use of funds exclusively to
underserved customers. For example, LOL recommended that the
GEMS Program “should be limited to those who cannot get traditional
funding,” or the underserved customer base.3¢ QOther Intervenors,
such as HSEA, recommended that the commission create safeguards to
ensure that sufficient GEMS funds are reserved for underserved
customers, 131 In addition, both HSEA and HREA urged that the
Program use alternative or nontraditional lending criteria so as to
place underserved customers on equal footing with those customers
that do not qualify as underserved.132 The Consumer Advocate
supports a mix of deployment options that will finance underserved
customers and utility scale projects to more widely benefit the

ratepayer base.l33

at 18. The commission notes that the Consumer Advocate supports
providing greater opportunities for underserved customers to
acquire energy efficiency and/or renewable energy systems through
GEMS Program funding, but an additional priority for the Consumer
Advocate is to ensure that all utility ratepayers benefit from
GEMS Program funding through the financing of utility scale
projects. See CA SOP at 18.

13¢gee LOL 8SOP at 5.
1319ee HSEA SOP at 6.
13280 HSEA SOP at 7; HREA SOP at 4.

1338ee CA SOP at 18.
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In response to these proposals and comments,
DREDT states that “it is important to have a [loan] portfolio that
addresses the Program’s goals while alsc balancing associated
risk, but it is important to emphasize that the Program is not
intended for only the underserved to the exclusicon of all other
consumers and customers,”134

As previously discussed, the commission has the
responsibility to determine whether the proposed GEMS Program is
just, reasonable, and consistent with the public interest within
the context of Act 211’s directives and the State’s overall clean
energy policy goals.13®> 1In keeping with the intent of Act 211,
the commisgion must consider whether the proposed GEMS Program is
one that increases access for underserved customers to low-cost
financing for green infrastructure equipment, and, at the same
time, may become a sustainable operation with the ability to make
additional loans in the future.138

Therefore, after consideration of the record,

the commission finds that it is not appropriate to set specific

1345ee DBEDT Reply SOP at 11. In responding to LOL's SOP,
DBEDT again notes that it “will deploy the majority of funds to
the underserved.” Id.

1358ee “Section II.c. The Commission’s Role in Reviewing and
Overseeing the GEMS Program,” supra.

1i363ee Act 211, § 1.
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parameters at this time that would limit DBEDT's flexibility in
allocating Program funds between different customer types.
Both the commission and the State are relying on the expertise and
judgment of DBEDT and their advisors to design and administer
the GEMS Program in conformance with their statutory duties.
DBEDT has consistently stated that a main goal of the GEMS Program
is to deploy the majority of funds to assist the underserved,
while at the same time working to deploy the right mix of loans to
ensure long-term Program viability.137

The commission further finds that GEMS Program funding
wag not intended to be exclusively dedicated to underserved
customers. 138 Nevertheless, as substantial deployment to the
underserved i1s a primary goal of the Program, the commission finds
that monitoring and reporting in this area is c¢ritical to ensure

that this goal is being achieved.

137gee Application at 12 (GEMS Program Objectives); see also
DBEDT SOP at 6-8.

1380ne of the key GEMS Program design principles identified by
the commission is that the Program should “[focus] on providing an
alternative means of low-cost financing for green infrastructure
equipment for Hawail ratepayers, particularly those ratepayers not
currently able to obtain such technology on reasonable financing
terms....” (emphasis added). Act 211, § 1. Thus, while Act 211
indicates that underserved customers should be a primary focus of
GEMS Program financing opportunitiesg, it is not the exclusive
focus.
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The Consumer Advocate proposes that a number of data
gathering and reporting procedures be established to ensure that
deployment to underserved customers can be properly monitored and
evaluated. In 1its SOP, the Consumer Advocate discusses the key
metrics proposed by DBEDT to track participant characteristics.
The Consumer Advocate then proposes additicnal metrics,
including requirements that (1) the GEMS Program track the number
of participants who are renters, and (2) the Authority report
quarterly system costs, system sizes, electricity cost savings,
and the percent savings for projects in underserved markets.3?
The Consumer Advocate further suggests that all metrics and data
be “collected and maintained at the participant level” to aid in
the review and analysis process, noting that confidentiality
issues can be observed in the reporting process.14°

The commission finds that the recommendations made by
the Consumer Advocate are reasonable and not overly burdensome to
the Authority and the Deployment Partners when weighed against the
need to have useful data to evaluate the GEMS Program’s success in
achieving one of its primary goals. The commission notes that it

is particularly interested in ensuring that data is properly

133gee CA SQOP at 10.

140gee CA SOP at 10.
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gathered and presented at the participant level, as further

discussed below.

B. GEMS Program Focus on Customer-Side Technology

The commission again states that the focus of
the GEMS Program should be on deploying funds to support
customer-side technology.!4! The list ;f clean energy technologies
eligible to receive GEMS Program funding has been expanded to
include utility scale technologies and solutions primarily to
provide the Program with sufficient options across technology
types, where necessary, in order to achieve the purposes of
Act 211.142 However, the Parties and Intervenors raise issues oOr
otherwise make recommendations <concerning funding of both
customer-side and “utility side of the meter” technologies that
require further discussion and clarification here.

For example, Blue Planet recommends that community solar
projects be added to the list of eligible clean energy technologies
for the GEMS Program.143 However, the commission does not find

that it is necessary to amend the list of eligible c¢lean eneray

ldlgee LOL SOP at 4; HSEA SOP at 3-4.

142gee “Section II.d.i. Eligible Clean Energy Technologies,”
supra.

l438ae Blue Planet SOP at 7.
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technologies in Exhibit 9 to specify the inclusion of community
solar projects at an aggregate level. Instead, the commission
finds that, if the Authority seeks to utilize GEMS Program funds
to support community solar programs, the priority for making such
investments should be on the financing of individual participation
in such a program or programs {(i.e., financing the purchase of
shares or interests in a community solar project), as opposed to
the financing of the underlying large-scale developments that will
utilize a community solar model. The commission finds that
providing this kind of customer-side financing of clean energy
technology is in keeping with Act 211’'s purposes.

In addition, the Consumer Advocate notea that it
supports the use of GEMS Program funds to finance utility scale
green infrastructure that it believes would produce benefits for
all affected ratepayers (i.e., “utility side of the meter”
technologies) .'%* The Consumer Advocate further suggests adding
reporting requirements both prior to and after the installation of
these kinds of utility scale projects.%S For example, the Consumer
Advocate recommends the following with respect to GEMS Program

funds used for utility scale installations:

1445ee CA SOP at 4. g

1458pe CA SOP at 14-15.
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(1) DBEDT and/or HECO should demonstrate that the
use of GEMS Program funds will be less costly
to ratepayers than the costs of regular
utility-secured funding;
(2) DBEDT and/or HECO should report the costs of
Bonds at the time of issuance in comparison to
the cost of utility financing through
qonventional loans;
(3) DBEDT and/or HECO should report the estimated
benefits derived from the use of Bonds; and
(4) DBEDT and/or HECO should provide a listing of
projects to be funded by the GEMS Program.4¢
Again, the commission finds that a primary purpose of
the GEMS Program is to directly benefit ratepayers by funding
customer-gide projects.i?? Thus, the use of any GEMS Program
funding to support “utility side of the meter” utility-scale
projects must be justified and the benefits to ratepayers must

be shown.

146Cp SOP at 14-15.

147gee Act 211, § 1. The Legislature notes that “upfront costs
of greéﬁmlnfrastructure equipment are a barrier preventing many
electric utility customers from investing in these infrastructure
installations.” Id. 1In addition, the Legislature thereafter finds
that “[i]lt is in the public interest to make cost-effective green
infrastructure equipment options accessible and affordable to
customers in an equitable way.” Id.
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For these reasons, if the Authority seeks to use
GEMS funds to finance utility-scale projects, the Authority shall
file a Program Modification, and not a Program Notification,
with the commission and provide the information requested by the
Consumer Advocate indicating that the Authority intends to finance
utility-scale projects. In addition, this information must be
summarized and included as part of the Authority’s gquarterly
reporting and Annual Plan reporting for the periods during which
the utility-scale project financing will be initiated and the
Project will be operated. The Authority and the HECO Companies
shall take all necessary steps to gather and report the information
listed above, subject to the need to protect confidential
information of customers, the Program, Deployment Partners,

and the HECO Companies.

C. GEMS Program Participants Cannot Avoid Repayment by
Disconnecting From the Grid ’

LOL conditions its support of the GEMS Program on the
adoption of a Program requirement that allows participants to
disconnect from the grid.?4® According to LOL, potential
advancements in c¢lean energy technology (e.g., low-cost

residential battery systems) may alter the grids and/or the

1485ee LOL SOP at 4.
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traditional customer-utility relationship, concluding that
“[tlhose who finance solar through GEMS should not run the risk of
huge payments for stranded costs” of an outdated grid if they are
able to otherwise disconnect.?4?

The Consumer Advocate disagrees with LOL's position, and
states that it does not believe utility customers should pay the
GIF if those payments are used to subsidize other utility customers
who decide to go “off grid."iso0 Further, the Consumer Advocate
points out that (1) allowing participants to permanently
disconnect from the grid would shift the burden of remaining
GIF payment obligations to ratepayers still connected to the grid;
and (2) enabling participants to disconnect would eliminate
the Program’s ability to use an on-bill process for collecting
loan payments.19!

In its Reply SOP, DBEDT states that allowing GEMS Program
participants to disconnect .from the grid would
“undermine ratepayers’ ability to support debt service” for Bonds,

and that *“[i]lt 1is especially unfair for ratepayers to shoulder

1431,0L SOP at 5-6.

1503ee CA Reply SOP at 10,

151gee CA Reply SOP at 10-11.
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higher [GIF payments] after helping Program participants fund
their solar PV systems, only to see them disceonnect.”152

The commission finds that allowing participants
to bypass the GIF by disconnecting from the grid would leave
remaining grid-connected ratepayers to cover all outstanding
GIF collections, including those properly borne by those customers
disconnecting £from the grid. In addition, if customers
participating in the GEMS Program are allowed to disconnect from
the grid following the installation of green infrastructure,
the ability to utilize on-bill repayment!53® through the On-bill
Mechanism (defined Dbelow) would be seriously disrupted.
Therefore, the commission declines to adopt LOL’Ss proposal to allow
GEMS customers to disconnect from a utility’s grid, and further
finds that GEMS customers must remain utility customers until any

GEMS funds lcoaned to them are fully repaid.

iii. Pinancing Products
DBEDT proposes to use two different types of financing
products to deploy GEMS Program funds to customers through its

Deployment Partners: (1) unleveraged debt, and (2} leveraged debt

152DBEDT Reply SOP 11-12.

153The ability of the GEMS Program to use on-bill financing
has been identified as a key component of 1long-term Program
success. See Act 211, § 1.
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financing. Unleveraged debt financing is the simpler of the
two proposed forms because Program funds provide 100% of the loaned
amount . Leveraged debt financing, on the other hand, combines
GEMS Program capital with capital from other investors, which has
the distinct advantage of increasing the amount of loans made and
the quantity of technology supported through the GEMS Program.
Another advantage of employing leveraged debt financing is that it
allows the GEMS Program to indirectly utilize some of the benefits
of c¢lean energy investing that the Program would not otherwise be
able to use, such as those benefits found attractive by tax equity
investors, to increase the Program’s potential lending power.

The lending criteria and other specific financing
product details are to be developed by the Authority, or by the
Authority in coordination with other investors and, where
appropriate, Deployment Partners, resulting in “minimum lending
standards, lending criteria, required documentation, and lending
processes for both Deployment Partners and end-market consumers
of financial products on a case-by-case basis, for each tranche
of capital committed to a particular Deployment Partner.”154
Further, DBEDT indicates that. *“[e]lach financial product,

regardlegss of capital deployment arrangement, will have lending

1s¢pBEDT Application at 27.
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standards that balance [DBEDT's] policy goals with appropriate
levels of repayment risk, "15s

HSEA recommends that safeguards be established to
“balance these two financing structures so that no particular
advantage is given to either group,” and specifically suggests
that such allocation be set at a “50/50 ratio.”1% In response,
DREDT stat;s that placing a restriction on the allocation of
GEMS Program funds between financing products would effectively
limit financing options for Program participants.15? However,
DBEDT pledges that the GEMS Program “will ensure fairness among
financing structures so that no particular advantage is given to
either financing product. 158

The commission does not agree that it is appropriate to
set a sgpecific program parameter to establish a fixed allocation
of GEMS Program funds between unleveraged and leveraged funds.
A key focus of Act 211 is to increase access to consumer financing

of green infrastructure installations;!%® thus, any parameter that

155SDBEDT Application at 27.
1%65ee HSEA SOP at 6.

157gee DBEDT Reply SOP at 6.
158DREDT Reply SOP at 6.

15%gee Act 211, § 1.
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limits the range of available financing options is counter to the
aims of Act 211.

Finally, HREA raises the issue of whether DBEDT shculd
become a green bank.%® However, the commission finds that the
igsue of whether DEEDT should become a green bank is beyond the
scope of this proceeding and would encompass discussion
of a potential change in the GEMS Program enabling legisglation.
Thug, as this issue unreasonably broadens the issues in this

proceeding, it is not further addressed in this Program Order.261

"dv. Consumer Protection

The commission finds that the Authority must ensure that
reasonable consumer protections are in place to guard
participating customers. In this regard, the commission finds
that DBEDT’s proposed Deployment Partner Eligibility Criteria
Categories shall include specific criteria to protect against
fraud and other improper conduct.152 Tt is critical that DBEDT or
the Authority ensure that stringent consumer protection
requirements are included as part of each of its financing product

standards and other criteria. Thus, DBEDT or the Authority is

1605ee HREA Reply SOP at 9.
161Gee Order No. 32207 at 8; see also HAR § 6-61-55.

162DBEDT Application, Exhibit 10.
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required to provide full details of the GEMS Program consumer
protection policies it develops to the commission with its
quarterly reporting and Program Notifications, as offered in
the Application.?®?

Finally, DBEDT or the Authority shall report the details
of any failure on the part of any Deployment Partner to comply
with these consumer protection policies to the commission,
including the number of complaints and the steps taken to address
such complaints, as part of the GEMS Program’s quarterly reporting

and Annual Plan submission processes, as further discussed below.

v. Use of On-bill and Direct Billing Repayment Methods

DBEDT requests approval to utilize both direct billing
and on-bill repayment (“OBR”) methods to collect payments for
GEMS Program loans.164 For direct billing, DBEDT describes the
process as one where Deployment Partners provide full billing
services directly to GEMS Program customers, with remittance then
being made by the Deployment Partners to the GEMS Program
administrators.165 Given the different types of organizations that

will be Deployment Partners, the specific direct billing

1633ee DBEDT Application at 15-17.
164sDBEDT Application at 28.

165See DBEDT Application at 28.
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arrangements that will be employed are subject to finalization and
reporting to the commission via the Program Notification
process .1t However, DBEDT indicated in its Application that
“under ne circumstances will [DBEDT] or the Fund Manager directly
bill consumers.”167 With this clarification, the commission finds
the use of a direct billing repayment method for the use of
GEMS Program funds to be reasonable, and, thus, approves DBEDT's
regquest for use of the proposed direct billing repayment method
for the GEMS Program.

For OBR, DBEDT requests that the GEMS Program be allowed
to use the same mechanism currently under development by the
commission in Docket No. 2014-01291%8 to allow for on-bill financing
and OBR customers to pay for clean energy installations directly
through their respective monthly electric utility bills (“On-bill
Mechanism”} .19

The natural connection between the On-kbill Mechanism and

the GEMS Program has been seen as one of the key drivers of

16sDBEDT Application at 15.

167DBEDT Application at 29.

168DBEDT notes that until such time as the On-bill Mechanism
is fully established, it can and will utilize its direct billing
repayment method to deploy and receive payment of GEMS Program
funds. See DBEDT Application at 30.

169pBEDT Application at 29-31.
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GEMS Program success.17t Further, several of the Parties and
Intervenors in this docket have been a part of the working group
process for the development of the commission’s on-bill financing
program and the On-bill Mechanism.17!

The commission strongly supports the use of the On-bill
Mechanism for the GEMS Program,!?? and approves use of the On-bill
Mechanism for the GEMS Program once the details of that On-bill
Mechanism are finalized.!’® The commission agrees that the use of

the On-bill Mechanism can provide a number of benefits that will

170a¢t 211, § 1, stated that *“the impact and reach of
proven clean energy financing programs, such as on-bill financing
or on-bill repayment, can be greatly enhanced through the use of
low-cost capital made available through the green infrastructure
financing program established by this Act.” See DBEDT Application
at 29-30; see also HSEA SOP at 7; Blue Planet Reply SOP at 3.

7Prior to the initiation of ©Docket No. 2014-0129,
the commission’s efforts to develop on-bill financing and on-bill
repayment in coordination with a working group of interested
stakeholders was associated with Docket No. 2011-0186. See HSEA's
Motion to Intervene at 3; see also HREA’s Motion to Intervene at 3;
Blue Planet’s Motion to Intervene at 1-2.

172The commission observes that the repayment options are
likely to have different risk profiles. For example, it appears
that there is a higher level of ratepayer protection through the
On-bill Mechanism.

173gee In the Matter of the Public Utilities Commission
Instituting a Proceeding to Establish and Implement an On-Bill
Financing Program, Docket No. 2014-0129, ©Order No. 32114,
Opening Docket to Establish and Implement an On-bill Financing
Program, filed June 3, 2014.
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support the GEMS Program in achieving its full potential as an
ongoing clean energy financing program for customers.!?

HRS § 269-172(b} states that Green Infrastructure
Charges “shall not be considered revenue of the electric utilities
and accordingly, shall not be subject to state or county taxes,
including the general excise tax under chapter 237, the public

service company tax under chapter 239, the public utility fee under
section 269-30, and the public utility franchise tax under

chapter 240." The commission finds that the GEMS Program
repayments that use the On-bill Mechanism established in Docket
No. 2014-0129 are Green Infrastructure Charges within the meaning
of HRS § 196-61, subject to review of the final On-bill Mechanism
established and implemented in Docket No. 2014-0129. Finding that
the GEMS Program repayments that use the On-bill Mechanism are
Green Infrastructure Charges is consistent with Act 211 and ensures

that all GEMS program repayments will receive the advantages

174Tn Docket No. 2014-0129, the commissgsion will determine
whether or not the On-bill Mechanism, as part of the commission’s

broader Hawaii Bill $aver ©Program, is just, reasonable,
and consistent with the public interest, See Order No. 32252 at
15, filed August 7, 2014. The commission previously determined

that an on-bill financing program in Hawaii is viable, provided
that certain program components defined by the commission
are incorporated into the program’s design. In the Matter of
the Public Utilities Commission Instituting a Proceeding to
Investigate the Implementation of On-Bill Financing, Docket
No. 2011-0186, Decision and Order No. 30974, filed February 1,
2013, at 41.
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associated with a Green Infrastructure Charge, to the greater
benefit of Program participants, other affected ratepayers,
and other direct and indirect program beneficiaries.

With respect to DBEDT'’s request that the GEMS Program be
effectively exempted from having to comply with criteria governing
OBR participation for other Qualified Sources of Capital
(*Q8C”),1" the commission recognizes the arguments of the Parties
and Intervencrs both for and against waiving or creating new
QSC-type criteria specifically for the GEMS Program.l’¢ However,
the commission believes that such a determination on this issue is
premature at this time. Generally-applicable OBR participation
criteria must be developed before the impact of those criteria on
the GEMS Program may be considered.

The commission, therefore, instructs DBEDT to continue
to work closely with the other parties involved in Docket
No. 2014-0129, where the On-bill Mechanism and QSC criteria are
being designed.”7' No later than ten (10) business days after
the filing of QSC criteria in a program manual in Docket

No. 2014-0129, DBEDT may file, in that Docket, a motion to waive

1755ee DBEDT Application at 30.
1763ee DBEDT Application at 30; HECO SQOP at 3.

177DBEDT has indicated its commitment to continue to work
closely with the On-bill Finance Program Administrator. See DBEDT
Reply SOP at 7.

2014-0135 70




or amend any qualifications required to become a QSC established
in the program manual that DBEDT deems necessary to enable use of
the On-bill Mechanism in the GEMS Program, including waivers from
QSC criteria. Finalized details of both the direct billing and
On-bill Mechanism to be us;d in the GEMS Program are to be
submitted to the commission in this proceeding as Program
Notifications, and summarized as part of the Authority’s
Annual Plan submissions approved and discussed below in this
Program Order.

Finally., the procedures for electric utilities to follow
in the case of (1) non-payment or partial payment of the Green
Infrastructure Charge by customers and (2) the distribution of
amounts collected from customers in relation to the partial payment
of the Green Infrastructure Charge will be provided as part

of a program manual to be filed by the commission in Docket

No. 2014-0129, or any tariff arising from that proceeding.

vi. Use of GEMS Program Repayments
With respect to the use of funds deposited in the Green
Infrastructure Special Fund, including the use of repayments made
on GEMS Program loans, HRS § 196-64 states, in part, that:
(a) In the performance of, and with respect to the
functions, powers, and duties vested in the
authority by this part, the authority, as

directed by the director and in accordance
with a green infrastructure loan program order
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or orders under section 269-171 or an annual
plan submitted by the authority pursuant to
this section, as approved by the public
utilities commission may:

(1) Make loans and expend funds to finance
the purchase or installation of green
infrastructure equipment for clean
energy technology, demand response
technology, ,and energy use reduction and
demand side management infrastructure,
programs, and services. '

(emphasis added)

HRS § 196-65(a) further states:

2014-0135

There is established the Hawaii green
infrastructure special fund into which shall be
deposited:

(1) The preoceeds of bonds net of issuance costs
and reserves or overcollateralization
amounts;

(2) Green infrastructure charges received for the
use and services of the 1lcocan program,
including the repayment of loans made under
the loan program;

(3) All other funds received by the department or
the authority and legally available for the
purposes of the green infrastructure special
fund;

{4) Interest earnings on all amounts in the green
infrastructure special fund; and

{5) Such other moneys as shall be permitted by an
order of the public utilities commission.

The Hawaii green infrastructure special fund shall
not be subject to section 37-53. Any amounts
received from green infrastructure charges or any
other net proceeds earned from the allocation, use,
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expenditure, or other disposition of amounts
approved by the public utilities commission and
deposited or held in the Hawaii green
infrastructure special fund in excess of amounts
necessary for the purposes of subsection (b) shall
be credited to electric utility customers as
provided in a green infrastructure loan program
order or orders....

(emphasis added)

Finally, HRS § 196-65(b) provides, in part, that:

(b) Moneys in the Hawaii green infrastructure
special fund wmay be used, subject to the
approval of the public utilities commission,
for the purposes of:

(1} Making green infrastructure loans;

(2) Paying administrative costs of the Hawaii
green infrastructure loan program;

(3} Paying any other costs related to
the Hawaii green infrastructure loan
program; or

{4) Paying financing costs, as defined in
section 26%-161, to the extent permitted
by the public utilities commission in a
financing order issued pursuant to
section 269-163.

According to the statutory provisions listed above,
the commission must determine the uses of amounts deposited in the
Green Infrastructure Special Fund via a program order and/or
approval of an annual plan submitted by the Authority pursuant to
HRS § 196-64(b). The commission’s authority to determine the uses

of amounts deposited in the Green Infrastructure Special Fund also

includes the ability to direct the crediting of the amount
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of excess GEMS Program loan repayments for the benefit
of ratepayers.l78

In its Application, DBEDT indicates that it intends
to apply GEMS Program loan repayments collected over time to
three major areas, including:

(1) Replenishment of the Public Benefits Fee

Surcharge or another ratepayer fund . the
commission identifies and "“based upon annual
amounts collected through the Green
Infrastructure Fee;”

{(2) Funding additicnal loans as approved via a

program order; and

(3} Payment of GEMS Program administrative

costs.17?

The commission finds that GEMS Program loan repayments
should be dedicated to replenishing the Public Benefits Fund each
year following the payment of necessary cost items listed
under HRS § 196-65(b), and approved by the commission pursuant to
HRS § 196-64(a). Thus, the commission finds that GEMS Program
loan repayment amounts should be allocated according to the

following list of priorities:

179gee HRS § 269-171(a).

179DBEDT Application at 35.
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(1) Payment of GEMS Program administrative costs;
(2) Replenishment of Public Benefits Fee
collections up to the amount those colleetions
have been reduced by the Green Infrastructure
Fee collections in that same year and any
remaining underpayments from previous years;
and
(3} Funding additiocnal GEMS Program loans.
Accordingly, DBEDT is ordered to transfer to the
Public Benefits Fﬁnd,180 on an annual basis, amounts collected
from repayments made on GEMS Program loans and deposited in the
Green Infrastructure Special "Fund or its trustee account, net of
GEMS-related costs approved by the commission pursuant to
HRS § 196-64(a) and incurred in that year, and in an amount not to
exceed the amount of GIF collections made for that year and any
remaining underpayments from previous years.
Finallyf the use of GEMS Program loan repayments made in
a given year that are in excess of amounts necessary to (1) pay
for GEMS-related costs approved by the commission pursuant to

HRS § 196-64(a), and (2) replenish the Public Benefits Fund with

180yhile DBEDT identifies in their response to PUC-DBEDT-IR-5
that a potential process for crediting a ratepayer fund with
GEMS Program loan repayments would include DBEDT transferring such
repayments directly to the appropriate fund administrator,
transfer to the Public Benefits Fund in this case is appropriate.
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any reductions in Public Benefits Fee collections for that year
and any remaining underpaymeﬁts from previous years resulting from
GIF collections, will be determined subsequent to the issuance of
this Program Order, and such excess amounts are to be retained in
the Green Infrastructure Special Fund until such time as the

commission determines their appropriate use.

e. Overgight and Reporting Requirements

DBEDT' s Applicétion requests “programmatic flexibility”
with respect to finalizing a number of Program elements that were
or are currently under development, including, for example,
specific details concerning lending criteria for each available
financial product offered.!® The commission does not oppose the
Authority operating with this kind of flexibility as long as a
sufficient oversight and reporting structure is established
and followed.

DBEDT proposes an oversight framework that supplements
the requirements of Act 211, and states that their proposed
framework “provides the Commission the ability to exercise its

fiduciary responsibilities to ratepayers while allowing for a

18lgsee DBEDT Application at 27.
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market-driven approach that can adapt to both the financial and
clean energy markets to best meet ratepayer needs.”i8?

The commission adopts the basic structure of DBEDT’s
proposed oversight framework - including the ability to operate
with necessary programmatic flexibility - with the modifications

discussed below.

i. Programmatic Flexibility

As previously discussed, DBEDT requests that the
commission approve the various guidelines, parameters,
and processes described in its Application for controliing the
deployment of GEMS Program capital, and to further allow DBEDT
“programmatic flexibility to implement the most efficient and
effective market-based financing solutions to provide customer
bene/fits.”183 DBEDT describes the experiences and approaches of a
number of other states that have established customer-focused
clean energy financing programs similar to the proposed
GEMS Program in order to show that this kind of “programmatic
flexibility” is a common, necessary element of these types of

programs ., 184 DBEDT further describes this flexibility from the

182DBEDT Application at 14.

183DBEDT Application at 5.

184See DBEDT Application at 7-10.
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what is required under Act 211.186

that is able to adjust to changing market conditions.

governance, notification, and reporting structure

have sufficient flexibility to determine program

1858ee DBEDT Application at 10.

18652 DBEDT Application at 10, 14-18.
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perspective that “[s]tate financing entities approach their roles
as dynamic market playeré with flexibility to invest resources and
enter into agreements, as well as adapt to a rapidly changing
environment.”®> At the same time, DBEDT recognizes the need for
ongoing, continuous coordination between DBEDT, the commission,
and other interested stakeholders to ensure the creation and
operation of a successful GEMS Program, and proposes a governance
and reporting structure in its Application that would increase the

transparency and availability of GEMS Program information beyond

The commission recognizes the need for an innovative

program, particularly in the early stages of program development,

commission finds that the GEMS Program should be permitted to
adjust to the conditions of a dynamic operating environment in
order to provide the highest value to affected ratepayers.

With the modifications discussed herein, and an appropriate

(as discussed further in this Program Order), the Authority will
details,

while the commission will have the opportunity to monitor and



determine whether ratepayer funds are being appropriately utilized
through the information provided in the GEMS Program quarterly
reports and the Annual Plan submission process, as further

discussed below.

ii. Program Notification/Modification Process

DBEDT proposes a two-part process to notify the
commission of the finalization of future Program details prior to
implementation, and to allow the commission to consider potential
and proposed Program modifications. This two-part process
includes the “Program Notification” process and the
“*Program Modification” process (jointly referred to as the
“Notification/Modification Process”)} .187

The Program Notification process is the vehicle through
which thé Authority will provide notice to the commission of
‘the finalization and pending implementation of additional Program
details that are within the scope of the GEMS Program
parameters approved in this Program Order or subsequent orders.188
DBEDT’s Application states that Program Notifications would apply
to a “project, program, financing, or other arrangements

(clean energy = technology, parties intended to benefit,

187See DBEDT Application at 15-16.

188DBEDT Application at 15.
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locan program or other arrangement, and cfedit sources and funding) ;
minimum 1lending, c¢redit or investing criteria; and repayment
mechanisms and processes” that are within the GEMS Program
parameters already approved by the commission.!® DBEDT further
states that, because Program Notifications are for the purpose of
informing the commission of items already approved via a program
order, notice is required at least ten (10) business days prior to
impleﬁentation by the Authority.1?? Significantly, the commission
retains the ability to reclassify a Program Notification as a
Program Modification {(as discussed below) under DBEDT's proposed
Notification/Modification Process, in which case an extended
process for comment and review ig invoked.

The Consumer Advocate recommends that DBEDT submit
market assessments and cost-benefit analyses to the commission
in support of using GEMS Program funding to finance approved
clean energy technology other than Solar PV systems prior
to the submission of a Program Notification.19! In addition,
the Consumer Advocate recommends that a discussion identifying the

underserved customers for each new technology be included as part

189DREDT Application at 15.
190DBEDT Application at 15.
1%818ee CA SOP at 13. The commission notes that the Consumer

Advocate does not offer a preferred timeframe for the submission
of pre-Program Notification assessments and analyses.
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of this pre-Program Notification review.!®? The Consumer Advocate
also recommends that DBEDT and/or the HECO Companies be required
to prove that the use of GEMS Program funds for utility projects
will be less costly to ratepayers than if non-GEMS Program funding
secured by the utility were used.!??

In response, DBEDT states that it does not object to
providing the market assessment and cost-benefit analysis
information for £financing alternative approved clean energy
technologies prior to a Program Notification.!® However, DBEDT is
otherwise silent on the proposed requirement to prove that
GEMS Program funds used for utility scale projects will be less
costly than the use of utility-secured non-GEMS Program funding.?195

The Program Modification process is the vehicle through
which the Authority can propose changes to the GEMS Program beyond

those Program details that have been initially approved by the

1%28ee CA SOP at 13-14.
1935ee CA SOP at 14-15.
1s4Gee DBEDT Reply SOP at 4.

195gee DBEDT Reply SOP at 4. The HECO Companies do indicate,
however, they are willing to work with DBEDT to report the
utility-scale project financing information that the Consumer
Advocate requested, including the cost of GEMS Bonds at the time
of issuance used for utility-scale project financing as compared
to the cost of utility financing through conventional loans.
See HECO Reply SOP at 4.
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commission in this Order.1% Upon submission of a Program
Modification, which must include the nature of, and rationale for,
the modification, the commission has thirty (30) days in which to
suspend or deny the Program Modifiﬁation, or it will automatically
become effective.!® DBEDT proposes that objections may be filed
by any person pursuant to the process under HAR § 6-61-61.198

The commission approves the Notification/Modification
Process with modifications, and it does so independently of the
HAR provisions as proposed by DBEDT in its Application. At the
outset, DBEDT generally bases the Notification/Modification
Process on the utility tariff change process outlined under various
provisions of HAR Chapter 6-61, essentially relying on language in
the commission’s General Order No. 7 to classify the
GEMS implementation process as something very close to a tariff

to be governed by established tariff-specific rules.19?

1%¢See DBEDT Application at 16.
197DBEDT Application at 16.

198pBEDT Application at 16. The process under HAR § 6-61-61
allows any person to protest or oppose any proposed tariff changes
no later than fifteen (15} days prior to the effective date of the
proposed changes. In addition, the utility proposing the tariff
change would have until no later than five (5} days prior to the
effective date of the proposed tariff to reply to any protest made.
HAR § 6-61-61.

195See DBEDT Application at 15-16. For example, DBEDT
specifically states that “[ulpon filing of Applicant’s request for
Program Modification, the Modification would become effective in
30 days, unless suspended by the Commission, pending resolution of
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The commission finds that explicitly tying the overall
Notification/Modification Process to the current tariff change
process under HAR Chapter 6-61 is both problematic and unnecessary.
To begin, DBEDT is not a public utility as defined under
HRS § 269-1 and is not subject to the commission’s general
regulatory authority under HRS § 269-6.29° Moreover, neither the
Notification/Modification Process, nor the GEMS Program, is a
tariff proposed by a utility. As discussed above, Act 211 creates
the commission’s responsibility in this matter - not any action
~taken by regulated.utilities. The scope and applicability of
statutory and regulatory provisions governing utilities are
fundamentally different than those that govern this discrete
Program. Thus, the commission does not adopt the proposed use of
current HAR-based procedures relating to tariff changes in the
Notification/Modification Process.
The commission further finds that, although current
and future decisions concerning the GEMS Program are not
properly treated as decisions concerning utility proposed

tariffs,?2°l they are properly part of the commission’s docket

any protest or objection filed with the Commission under
HAR § 6-61-61." (emphasis added). DBEDT Application at 16.

2005ee HRS §§ 269-1 and 269-6.

20igpecifically, the commission finds that utility-specific
rules included 1in DBEDT’'s proposed Notification/Modification
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process. Thus, certain generally-applicable provisions of
HAR Chapter 6-61 will apply to the Notification/Medification
Process, including, but not limited to, those provisions
pertaining to notice, filing, intervention, participation, etc.
Additionally, the public may file comﬁents with fespect to
either Program Notifications or Program Modifications pursuant to
HAR § 6-61-154.

With respect to the Program Notification process,
the commission approves the Notification process as proposed by
DBEDT with the exception of the propoéed ten (10} day
implementation period. The commission finds that the proposed
period is too short to allow for adequate review of the proposal.
Thus, the commission finds that the Authority shall file any
Program Notification with the commission no less than fifteen (15)
business days prior to the implementation of any Program component

contained in the Program Notification. 202

Process shall not apply, including HAR §§ 6-61-61, 6-61-111,
and 6-61-112.

2025ee DBEDT Application at 15. DBEDT originally proposed
that Program Notifications were to be filed with the commission
not later than ten (10) days prior to the implementation of any
key GEMS Program component. The commission recognizes the need
for quick implementation of finalized GEMS Program components to
support capital deployment within the overall Program’s desired
timeframe, but the commission believes the added days will be
valuable in allowing it and others to fully review such finalized
Program details.
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The commission further directs DBEDT to provide the
information identified by the Consumer Advocate concerning market
assessments and cost-benefit analyses for approved non-Solar PV
clean energy technology with any Program Notification that is
submitted to finance those technologies. Program Notifications
{and all associated information required herein) are to be filed
in this Docket, subject to the Protective drder.

Next, with respect to the Program Modification process,
the commission approves _the Modification process with the
exception of the proposed thirty (30) day review period and subject
to certain additional information requirements as discussed below.
The commission finds that the proposed thirty (30} day period is
too short to review the more detailed and, perhaps, novel proposals
to be included in a Modification filing. Thus, the commission
finds -that a Program Modification shall become effective
forty-five (45) days from the date it is filed with the commission,
unless suspended by the commission.

Any Program Modification £filing shall specifically
address whether the proposal (1) is cost-effective; (2) supports
the goal of providing greater green infrastructure access for
underserved customers; {3) is likely to make positive
contributions to the overall GEMS Program portfolio of loans and
investments; and (4) positively impaéts the achievement of

Hawaii’'s Renewable Portfolio Standards and Energy Efficiency
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Portfolio Standard requirements. Moreover, in reviewing a Program
Modification, the commission will consider whether the Program
Modification requires the development of any new metrics, and the
compatibility with, and the impact, if any, on established Program
metrics and deployment methods.

As discussed above, the commission finds that if the
Authority seeks to use GEMS funds to finance utility-scale
projects, the Authority shall file a Program Modification, and not
a Program Notification, with the commission. Also, the filing
shall include financing <cost comparison information for
utility-scale projects located on the “utility side of the meter”
{(in coordination with the HECO Companies where necessary).

Finally, the commission reserves the right to amend or
waive the GEMS Program oversight and governance procedures as
modified and adopted herein, where it 1is determined by the
commission to be necessary to ensure the just, speedy,

or inexpensive resolution of matters in this proceeding.

iii. Data Tracking and Metrics
DBEDT proposes a number of metrics for measuring and
evaluating the effectiveness of the GEMS Program, each of which
falls into one of four brecad evaluation categories: eneréy and

environmental impacts, economic development impacts,
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market expansion impacts, and cost savings impacts.?203
Individual metrics are proposed for each of the above categories.204
These metrics, as set forth in Appendix 1 to this Order,
are reasonable, and are, therefore, approved.

In addition, the commission finds that the additional
metrics and tracking categories (including tracking the number of
GEMS Program participants who are renters, and quarterly reporting
of system costsg, system sizes, and total electricity cost savings
and percentage electricity cost savings for projects serving
underserved customers) proposed by the Consumer Advocate are
reasonable and are, therefore, approved.?Zz05

Likewise, the commission finds that, in concept,
measures designed to break down and track specific purposes or
allocations of GEMS Program loans (e.g., metrics to track loan
allocations per eligible clean energy technology, etc.), as well
as projections or explanations of the anticipated uses or

allocation of any unused funds, should also be utilized.?206

203DBEDT Application at 32.
204gee DBEDT Response to CA-DBEDT-IR-1, filed July 31, 2014.
2058ee CA SOP at 10.

206The commission agrees with the Consumer Advocate’s
recommendation made in Docket No. 2014-0134 concerning the
Financing Order that DBEDT should identify (1) the actual purpose
or function of loaned amounts, and (2) the anticipated purpose or
function of unused GEMS Program funds. See CA SOP, Docket
No. 2014-0134, filed August 7, 2014.
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In addition, the commission believes that metrics should be created
to evaluate areas such as the overall effectiveness of GEMS Program
investments and returns, and the ©provision of equitable
GEMS Program access across all affected islands or service
territories.

Certain Parties and Intervenors expressed concern that
the metrics proposed by DBEDT are not sufficiently clear to let
stakeholders determine whether or not the GEMS Program is
successful .207 As such, they recommend or otherwise support the
creation of additional metrics and a stakeholder-inclusive process
whereby metrics can be further developed over the life of the
GEMS Program.?2°8

In addition, the Consumer Advocate argues that the data
gathering and tracking processes underlying future GEMS Program
evaluations will need to be detailed enocugh to support meaningful
and flexible analysis of the wvarious Program impacts.??°
For example, the Consumer Advocate asserts that “all program
metricse and underlying data, including data on underserved

participants and cost savings, should be collected and maintained

2078gee CA Reply SOP at 11; LOL SOP at 6.
208gee LOL Reply SOP at 4 (recommending that GEMS Program
metrics be developed collaboratively in the course of Docket

No. 2014-0135); CA Reply SOP at 11.

2098ee CA SOP at 10.
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at the participant level so that the data can be made available to
regulators for review and analysis.”?210

The commission finds that well-defined metrics and data
collection processes will provide for more meaningful reviews of
the GEMS Program over time if designed correctly and implemented
early. Act 211 encourages collaboration between stakehclders in
" GEMS Program development; similarly, c¢lean energy financing
programs established in other jurisdictions, such as in the case
of the New York Green Bank, have employed a collaborative process
for metrics design.?1?

Accordingly, the Authority is instructed to develop
additional metrics in consultation with commission staff,
as discussed further below, to assist the commission and other

entities t¢o properly evaluate the success of the GEMS Program as

210Gee CA Reply SOP at 2-3 (citing CA SOP at 10-11).

2l11gee Act 211, § 1. One of Act 211's three GEMS Program
design principles 1is teo establish “clearly defined program
procedures and targets that encourage effective coordination among
state agencies, industry, investors, and other critical energy
industry stakeholders in order to help the State achieve its clean
energy policy mandates and to provide customers affordable energy
options.” See also "“Order Establishing New York Green Bank and
Providing Initial Capitalization,” Case 13-M-0412, 1issued and
effective December 19, 2013, wherein the New York Public Service
Commission required the requesting entity, the New York State
Energy Research and Development Authority, to work in
collaboration with Public Service Commission staff to design
metrics to gauge Green Bank effectiveness, and to establish data
collection reporting requirements to evaluate “New Yorkers’ return
on this investment.” Id. at 21.
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approved in this Program Order. This process shall include an
opportunity for Parties and Intervenors to provide comment at
critical points in the metrics and data collection development
process. DBEDT is ordered to commence this metrics and data
collection process in collaboration with commission staff within
fifteen (15) business days following the issuance of this
Program Order.

In conclusion, the commission adopts the metrics set
forth in Appendix I. 1In addition, the following metrics and data
collection categories and practices are adopted in concept, and are
to be further refined as necessary during the metrics and data
collection process to be run by DBEDT:

{1) 'DBEDT' & proposed metricsg addressing energy and
environmental impacts, economic development
impacts, market expansion impacts, and cost
savings impacts;?12

(2) Additional metrics related to DBEDT's market
expansion impact and cost savings impacts that
specifically track 1levels of GEMS Program
participants who are renters; metrics that
follow GEMS Program system costs, system

sizes, and the total electricity cost savings

212gee DBEDT Response to CA-DBEDT-IR-1, filed July 31, 2014.
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and percentage electricity cost savings for
projects serving underserved customers;
and metrics to evaluate the allocation cof
GEMS Program funding among the HECO Companies’
service territories so as to ensure the
equitable deployment of funds;

(3) Metrics to track and evaluate the returns and
other success indicators for amounts deposited
in and allocated from the Green Infrastructure
Special Fund, and metrics to follow the
specific purposes or allocations of
GEMS Program loans (e.g., metrics to track
loan allocations per eligible clean energy
technology, etc.); and

(4) Data collection practices to ensure that
GEMS Program data and other information is
collected with sufficient detail to support
meaningful evaluations of the GEMS Program

(i.e., participant level data).

iv. Quarterly Reporting and Annual Plan Submissions
HRS § 196-64(b) requires the Authority to submit to the
commission an annual plan not later than ninety (90) days prior to
the start of each fiscal year (*Annual Plan”). The Annual Plan
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must include the Authority's projected operational budget for the
next fiscal vyear. The commission is required to review and
approve, where appropriate, the submitted Annual Plan each year.?213
Further, the Annual Plan can serve as a means by which the
commission may approve additional GEMS Program elements. 214

To provide for more frequent reporting, DBEDT proposes
to submit quarterly GEMS Program reports (“Quarterly Reports”}),
which are not otherwise required under Act 211, and which would be
in addition to the Annual Plan required under HRS § 196-64 (b) .25
According to DBEDT, the Quarterly Reports will p?ovide “a snapshot
of program activities and a financial summary” and will address
Program adjustments either planned or implemented.?2?®

Throughout  this proceeding, varicus Parties and
Intervenors recommended, or offered support for, a number of
additional reporting requirements that they believed would help
increase Program transparency or the timeliness of information.

For example, DBEDT described a number of specific items that would

213YRS § 196-64(b) .

2l4gee HRS § 196-64(a). The Annual Plan requirement is
in addition to the issuance of orders and the
Notification/Modification Process adopted with modifications and
discussed above.

215DBEDT Application at 17.

216gee DBEDT Application at 17.
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be included in the Quarterly Reports, such as information derived
from Market Expansion Impact Metrics,?l? metrics showing verifiable
bill savings for customers,?® and underlying Program data.?21?
The Consumer Advocate recommended quarterly reporting of system
costs, system sizes, and the total electricity cost savings and
percentage electricity cost savings for projects serving
underserved customers.?220 In addition, the Consumer Advocate
supported the guarterly reporting of identified bill or cost
savings metrics.??!

The commission approves DBEDT’'s quarterly reporting
proposal with the modification that the Consumer Advocate’'s
recommended reporting requirements concerning the financing of

utility-scale projects shall be included, when applicable.?22?

217See DBEDT Reply SOP at 3. While it is unclear whether
DBEDT further supports newly proposed metrics 1like the
Consumer Advocate’'s proposed metrics relating to underserved
markets, the commission finds these proposed metrics are
reasonable and adopts these and other metrics in this Program
Order. 2 process for ongoing metrics and data collection
development is also established wunder “Section II.e.iii.
Data Tracking and Metrics” above.

218gee DBEDT Reply SOP at 4.

21%See DBEDT response to HREA-DBEDT-FIR-2, filed August 5,
2014.

2208ee CA SQOP at 10.

2218ee CA SOP at 11.

2225ee CA SOP at 14-15.
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In order to provide the necessary transparency and to build.public
confidence in the GEMS Program, the Authority is further required
to include in its Quarterly Reports summary information concerning
all metrics approved in this Program Order, as well as those
developed through the metrics and data development process
discussed in “Section II.e.iii, Data Tracking and Metrics” above.

A number of additional reporting requirements for
the Annual Plan are recommended by the Parties and Intervenors.
For example, the Consumer Advocate recommends additional
reporting reguirements that include annual reporting of any
utility system costs that are incurred by the HECO Companies
resulting from distributed generation Solar PV systems or other
GEMS Program-financed clean energy projects.??? The HECO Companies
respond that reporting “utility system costs” resulting from
GEMS Program financing is an ambiguous requirement and, even if
more clearly defined, would likely be difficult to track.2??¢

The commission recognizes the HECO Companies’ concerns,
but finds that utility system costs are an important category of
information that will help the commission fully evaluate the broad
range of impacts of the Program. The HECO companies have offered

to work collaboratively with DBEDT and other Parties to develop

223CA S0P at 14.

224gee HECO Reply SOP at 3-4.
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reporting requirements to address the Consumer Advocate’s concerns
in this area,??s

The commission is, therefore, directing the Authority to
work with the HECO Companies and the Consumer Advocate to determine
the appropriate GEMS Program-related utility system <cost
information for reporting purposes, and to provide an update on
the finalization of these utility system costs and impacts
reporting requirements as part of DBEDT's first Quarterly Report
filing. The commission will then review these requirements and
determine whether they should be incorporated into the regular
reporting process.

The commission also finds that the following
are reasonable to include as part of any Annual Plan submission:
{1) summaries of all Quarterly Report information provided over
the Annual Plan reporting period, which includes cost control
metrics, if any, concerning the GEMS Program’'s administrative
costs; and (2) the provision of consumer protecticn information
discussed in “Section II.d.iv, Consumer Protection.”

Thus, the commission generally approves both the
Annual Plan and Quarterly Report processes as modified in this
Order. Quarterly Reports will provide the commission and

interested stakeholders with timely information to review the

2258ee HECO Reply SOP at 4.
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progress of the GEMS Program’s development, as opposed to simply
having yearly updates through Annual Plans. In this fashion,
Quarterly Reports will be useful for identifying the need to make
course corrections, if " any, within the Program’s two-year
deployment timeline.

In summary, Quarterly Reports and Annual Plans filed
with the commission by the Authority shall include, at a minimum,

the following information:

Quarterly Reports

(1} All information proposed to be included
in the Quarterly Reports as set forth in
DBEDT's Application or as otherwise indicated
by DBEDT in the course of this proceeding;

(2) Summaries of all metrics approved pursuant to
this Program Order, and as developed and
approved through the wmetrics and data
collection development process discussed in
“Section II.e.iii, Data Tracking and Metrics”
above, including the Consumer Advocate’s
recommended metrics related to utility-scale
project financing;

(3) Accumulated year-to-date tallies of

guantitative, and, to the extent possible,
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(4)

Annual Plans

(1)

2014-0135

non-quantitative metrics provided in
preceding Quarterly Reports for the
applicable annual reporting period;

Any additional information required by this
Program Order to be included as part of one or
more Quarterly Reports; and

Actuals to date as compared to the immediately

preceding Annual Plan budget.

Budget and operational information required to
be provided under HRS § 196-64(b);

Annual summaries of all information included
in the various Quarterly Reports;

A detailed discussion of grid integration
considerations for green infrastructure
funded by the GEMS Program, including a
discussion ©f how such infrastructure will
continue to support the ongoing transformation
of the State’s electric systems over time;
Information on utility system costs resulting
from GEMS Program-funded projects,

as determined by the Consumer Advocate,
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the HECO Companies, and the Authority, and as
approved by the commission; and

{5) Administrative cost controls and associated
implementation plans, as well as status
updates on the implementation of those cost

control plans.

v. Annual Auditing of the Authority

HRS § 196-64(a) (7} states that the Authority may be
audited at least once a year by an Authority-selected independent
certified public accounting firm, and that the audit results be
provided to both DBEDT and the commission. In its application,
DBEDT states its commitment to “the responsible deployment
of funds.”?226

The commission finds that a detailed annual audit will
provide essential operational information with which to evaluate
the success and long-term viability of the GEMS Program. For this
reason, the commission directs the Authority to conduct such an

audit on an annual basis.

226pBEDT Application at 17. DBEDT also indicates in its
Application that it will provide each audit report to the
commission no later than 180 days following the end of each fiscal
year. Id.
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As discussed in this Program Oxrder, prudent fiscal
management of GEMS Program funds and the minimization of
administrative costs of the Program are top priorities for the
commission, and the commission has required DBEDT and the Authority
to develop cost control measures and associated implementation
plans that will be reported as part of the general GEMS Program
oversight process.??? Thus, the commission directs that the annual

audit address these issues as well.

IIY. Orders

THE COMMISSION ORDERS:

1. DBEDT's request to use amounts held in the
Green Infrastructure Special Fund according to the GEMS Program
Guidelines provided in 1its Application, filed June 6, 2014,
is approved, subject to the guidance set forth in this Program
Order, and further subject to the adjustments, modifications, and
additional requirements adopted in this Order.

2. The Authority 1is ordered to coordinate the
development ©f a metrics and data collection process for the
GEMS Program, as discussed in this Program ©Order, to commence
fifteen (15) business days following the issuance of this

Program Order;

227gee “Section II.c.ii. Prudent Management of Funds and
Minimization of Administrative Costs,” supra.
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3. The Authority is ordered to file a Program
Notification providing comprehensive details describing the
processes for the initial deployment of funds prior to the initial
deployment of GEMS Program funds in accoga;ncé é?gh the procedures
established in this Program Order;

4. The Authority, the HECO Companies, and the
Consumer Advocate are ordered to develop reporting guidelines for
the annual reporting of utility system costs and related impacts
from green infrastructure installations financed by the
GEMS Program, which the Authority shall include as part of its
first Quarterly Report filing required under this Program Order;

5. GEMS Program locan repayments collected and deposited
in the Green Infrastructure Special Fund are to be allocated
and transferred annually by the Authority as a credit to the
Public Benefits Fund, so as to replenish any reduction in
collections of the Public Benefits Fee in that same year and any
remaining underpayments from previous years that result from the
offsetting of GIF collections, as ordered in thé Financing Order
in Docket No. 2014-0134. Such allocations and transfers are to be
done following the allocation and payment, transfer, or other
segregation of amounts in Ehe Green Infrastructure Special Fund
for the purposes of paying GEMS Program-related administrative
and/or financing costs as authorized under HRS § 196-&5(b) and

this Decision and Order; and
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6. This docket is closed, unless otherwise ordered by

the commission.

DONE at Honolulu, Hawaii SEP 30 20U

PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII

By VYWM

Hermina Morita, Chair

///,,U E. Gy

Michael E. Champley, Cd¢mi ioner

ey, 7 [, 4

Lorraine H. Akiba, Commissioner

APPROVED AS TO FORM:

S«

Shannon Mears
Commission Counsel
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Appendix I

Summary of Metrics

Category Metrica
Energy and . Energy Produced*
Environmental
Impacts . Petroleum Displaced*
. Greenhouse Gas Avoided*
Economic . Total GEMS Capital Deployed and Total
Development Capital Deployed*
Impacts
. Allocation of GEMS Program Funds
According to Use (e.g., GEMS Program
Administrative Costs, Leveraged Loans,
Unleveraged Loans, other Allocations,
etc.)
. Number of Projects Financed According to
Technology Type/Category
. Return on Investment of Green
Infrastructure Special Fund Allocations
. Indirect Economic Impact of Capital
Deployed*
. Indirect Economic Impact of Cost Savings*
Market . Number of Underserved Consumers Financed¥
Expansion
Impacts . Profile of Consumers+*

. Number of Nonprofits Financed*
. Profile of Nonprofits Financed*
. Number of Renters Financed

. Number of Customers and Projects Financed

by Service Territory




Cost Savings
Impacts

. Electricity Cost Savings (Total and

Percentage) *t

. System Costs for Underserved Customer

Participants

. System Sizes for Underserved Customer

Participants

*See DBEDT Response to CA-DBEDT-IR-1, filed July 31, 2014.

tTo be designed and broken out to show electricity cost savings

(total and percentage)

for both underserved customer

participants and other participants.
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