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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF HAWAII
in the Matter of
PUBLIC UTILITIES COMMISSION
Docket No. 03-0371

Instituting a Proceeding to Investigate
Distributed Generation in Hawaii.

KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS ISSUED JULY 28, 2004
COMES NOW, KAUALISLAND UTILITY COOPERATIVE, by and through its
attorneys, Oshima Chun Fong & Chung, hereby submits its Responses to the County of
Kauai's Information Requests issued July 28, 2004.

DATED: Honolulu, Hawai'i, August 18, 2004.

ALAN M. OSHIMA
KENT D. MORIHARA

Attorneys for KAUAI ISLAND UTILITY
COOPERATIVE



KAUA! ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAY'S INFORMATION REQUESTS

COK-KIUC(T-2)-IR-1

Response:

Response:

Sponsor:

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 2, lines 8-11. “If DG is built by
KIUC's customers on Kauai, this customer owned and interconnected
DG will likely have a significant impact on operations and system
stability due to lightly loaded feeders.”

a.

Does the entire KIUC system consist of "lightly loaded
feeders™?

Generally speaking, most of KIUC feeders are lightly loaded
when compared io the feeder loads experienced by many
utilities on the mainland, which is largely due to the
infrastructure build out that occurred after Hurricane Iniki in
1992.

If DG is built by KIUC's customers on highly loaded electric
feeders, wouldn’t the DG system be beneficial to the KIUC
system? State the reasons for your answer.

Generally speaking, there may be benefits to a DG system
instalied on a heavily lcaded feeder when the DG is running.
However, engineering analysis would have to be done to
determine the impact to the feeder when the DG unit is down
for scheduled or unscheduled maintenance and whether any
necessary upgrades would be required to the feeder to
maintain voltage stability. Additionally, the installation of DG to
a KIUC feeder, especially one that is heavily loaded, may
require a reconfiguration or modification of KIUC protection and
coordination requiremenis and operating practices, potentiaily
increasing costs.

Mike Yamane
N. Richarg Friedman



KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-2  Reference: Exhibit no. KIUC-T-2, page 2, lines 11-15. The immediate
concern for KIUC as it relates to customer owned DG seems to be lost
revenues as it relates to possible increased rates or a decrease in
patronage refunds/credits.

a. What is KIUC’s projected load growth over the next 5 years?
Response: KIUC anticipates an average annual growth rate of 1.7%.

b. State the reasons lost revenues are a concern if in the context
of moderate load growth, DG defers very expensive, future
generation and system upgrades to accommodate this growth.

Response: KIUC is uncertain what is meant by “moderate load growth.”
KIUC favors the lowest cost approach to meeting its member-
customers needs. Accordingly, to the extent that the inclusion
of DG in KIUC's capacity expansion and system upgrade plans
offers the lowest cost, KIUC would favor such an approach.

Sponsor: Mike Yamane
N. Richard Friedman



KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-3  Reference: Exhibit no. KIUC-T-2, page 3, lines 2-4. RE: Utility
ownership of DG projects.. .“In this case, KIUC and its members and
customers could also benefit from the strategic deployment of DG

around the island to optimize the design and operation of the T&D
system.” '

Does this KIUC reference to DG refer only to firm power or also
intermittent power DG such as from renewables?

Response: This refers only to DG considered firm power. In order for DG to be
strategically deployed and to optimize the system performance and
operation of KIUC’s system, the DG would have to be firm and
dispatchable.

Sponsor: Mike Yamane
N. Richard Friedman



KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAF'S INFORMATION REQUESTS

COK-KIUC(T-2)-IR-4

Response:

Response:

Sponsor:

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 6, lines 9-12. *Accordingly,
DG will likely have a significant technical impact on KIUC’s operations
and system stability due to lightly loaded feeders, and KIUC will have
difficulty absorbing the impact of lost revenues due to a customer
leaving the system.”

a.

Please provide a diagram of the KIUC feeders and their current
loads. Please also provide KIUC's definition of light, moderate
and highly loaded feeders.

See the response to COK-KIUC(T-2)-IR-1(a) above for the
context in which KIUC utilizes the term “lightly loaded feeders.”
in this time of heightened homeland security issues, KIUC does
not believe it is appropriate to provide a diagram of its
distribution system in this public forum. KIUC will share this
information directly with the inquiring party in a meeting
arranged at that party’s request.

If a new customer (such as a development) comes on line and
pians DG from the onset, there will be no sales and revenue
history, thus no “lost revenues”. What is KIUC's position on
customer-owned DG in this case?

Customer-owned DG may offer benefits in the case of a new
customer representing new load, especiaily in an area not
served by the existing KIUC T&D system, assuming this new
customer remained independent of the KIUC system.
However, if the new customer required standby and backup
power, KIUC's wires, fransformers and switches would need to
be sized to meet the full power demand of the end user, and
sufficient capacity would need to be reserved fo serve this
customer. In this latter case, KIUC believes that customer-
owned DG offers little benefit to its members.

Joe M°Cawley
N. Richard Friedman



KAUAII1SLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-5 Reference: Exhibit no. KIUC-T-2, page 8, lines 17-21.

a. How many cooperatives in the National Rural Electric
Cooperative Association are currently regulated monopolies
such as KIUC?

Response: Cooperatives in sixteen states are rate regulated by the
respective state utility commission, according to the National
Rural Electric Cooperative Association.

b. Of these reguiated cooperatives, how many own, operate and
maintain customer-sited DG’s?
Response: This information is not available to KIUC at the current time.
Sponsor: Joe M°Cawley

N. Richard Friedman



KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAP'S INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-8  Reference: Exhibit no. KIUC-T-2, page 23, lines 5-8. "However, it
should be noted that general policies that require KIUC to always share
presumed cost savings with end-users who instail DG are
inappropriate. Instead, any sharing of savings should be based on
actual cost reductions to KIUC that are site dependent.”

Please explain these statements using specific examples, including
examples of “general policies.”

Response: The intent of this statement is that cost savings shared with end-users
installing DG should represent actual cost reductions that can be
specifically identified. As a general example, if KIUC was planning to
expand its generating capacity {which is not the case at this time), the
addition of DG to its system may or may not allow the deferral of a
portion of the capacity increment; specific costs and benefits
associated with the proposed DG installation must be taken into
account,

Sponsor: Joe M*Cawley
N. Richard Friedman



COK-KIUG(T-2)-IR-7

Response:

Response:

KAUAIL ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 23, lines 13-14. “In light of the

above discussion, utility ownership of DG projects should be allowed
and even encouraged on Kauai.”

a.

What is KIUC’s position regarding regulated utilities being in
direct competition with private sector vendors installing and
maintaining customer DG units?

KIUC's primary concern pertains to ownership and operation of
a DG project. Regarding private sector vendors installing and
maintaining DG projects, KIUC anticipates evaluating its in-
house costs and resources to perform these functions relative
to outsourcing these functions. KIUC would outsource these
functions if, based on the above analysis, that would best
satisfy the needs and interests of KIUC and ifs
customer/members in that situation. While KIUC is regulated, it
is not investor-owned. Because KIUC does not have a “profit”
incentive but has obligations to its lenders and members, it may
be able to provide lower cost financing for facilities than for-
profit entities.

Do you believe that changes to the current situation (of bundled
rates and utility-owned proprietary information on system loads
and customer usage) are necessary in order to level the
playing field if regulated utilities and private sector vendors
compete in the same market? Explain the reason(s) for your
response.

KIUC does not believe that changes are needed to the current
rate structure or availability of data. As previously mentioned,
customer usage data is available to private sector vendors from
either the customer, or from KIUC, upon direction from the
customer. We note again that KIUC is a member-owned
cooperative and may thus have different incentives than
private, for-profit, companies for providing facilities and
equipment.

The Division of Consumer Advocacy’s (CA) consultant states
that DG can be fairly and competitively implemented in Hawaii
by electric utilities, vendors (third parties) and customers alike if
unbundled rates, sufficient rules and information that is known
only by it to (such as electric feeders that would benefit from
DG, the amount of annual benefit that would be paid to the DG
owner for the savings in costs 1o the electric utility and
customer electric usage) are implemented and provided to .
other parties. See CA-T-1 page 73, lines 5-16. State whether



KAUAI iSLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-7

you agree or disagree with this statement, and the reasons for
your agreement or disagreement.

Response: See response to part (b) above.

Sponsor: Joe MCawley
N. Richard Friedman



KAUAI 1SLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAFS INFORMATION REQUESTS
DOCKET NO. 03-0371

COK-KIUC(T-2)-IR-8  Reference: Exhibit no. KIUC-T-2, page 25, lines 20-23 and page 26,
line 1. “Sometimes, DG can lower T&D costs, or at least allow the
deferral of upgrades to existing T&D investment. This is a prime
motivator for many cooperatives and other utilities to encourage the
use of DG. To achieve these savings, however, the DG must be
located at a constrained substation or along a feeder where it can be
used to support the grid.”

Does KIUC currently have or anticipate having a “constrained
substation” or a highly loaded feeder? if so, please provide the
location of the substation or feeder.

Response: Generally, KIUC's system is not constrained. Due to homeland
security concerns, KIUC does not feel it is prudent to reveal system
characteristics in this public forum, ,

Sponsor: Joe M°Cawley
N. Richard Friedman



KAUA! ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE

COK-KIUC(T-2)-IR-9

Response:

Sponsor:

COUNTY OF KAUAI'S INFORMATION REQUESTS

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 26, line 14-19. What are the
economic impacts of DG on the member-consumers and customers of
KIUC? “When an end-user depioys a DG unit, they will pay KIUC less
revenue because they will be purchasing less power from the
cooperative. As indicated above, all other cooperative members and
customers will then have to pay more to cover the utility’s fixed costs,
including costs associated with generation and the T&D system.”

Do you agree or disagree with the testimony of the CA, at CA-T-1
pages 60-61, lines 14-22 and lines 1-19 regarding how electric rates
should be unbundled in Hawaii? Please explain your position.

KIUC agrees in concept that there should be a mechanism to prevent
subsidizing and to make all members whole. However, KIUC is not

familiar enough with the CA’s proposal at the current time to provide a
specific position on this matter.

Joe M°Cawley
N. Richard Friedman



KAUAI ISLAND UTILITY COOPERATIVE'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS

COK-KIUC(T-2)-IR-10

Response:

Sponsor:

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 30, lines 10-15. “Looking
forward, a survey of, or information collection about existing backup
generation on the island (not interconnected) would prove useful.
Such data may assist in any discussions of homeland security issues
as well as planning for use of these generators as part of a KIUC
dispatchable virtual power plant. Thus, KIUC is in the process of
considering whether its next IRP study should include such a survey.”

There are two surveys, the Survey of Emergency Generators at
Emergency and Essential Service Locations, State of Hawaii that was
prepared for the State Dept. of Business, Economic Development and
Tourism by Hawaiian Electric Company and Xenergy Inc. dated
February 9, 2001 and an ongoing U.S. Army Corps of Engineers,
Pacific Ocean Division Statewide Emergency & Essential Services
Facilities Emergency Generator Database to GIS. Project. How would
the survey under consideration by KIUC for its next IRP study differ
from these surveys? '

KIUC is in the process of researching the above-referenced surveys;
once this research is complete, KIUC will be able to determine if these
surveys are comprehensive and current enough to meet its needs.

Joe M°Cawley



KAUAI ISLAND UTILITY COOPERATIVE’'S RESPONSES TO THE
COUNTY OF KAUAI'S INFORMATION REQUESTS

COK-KIUC(T-2)-IR-11

Response:

Sponsor:

DOCKET NO. 03-0371

Reference: Exhibit no. KIUC-T-2, page 31, lines 12-19. “Air permitting
procedures for DG sites have evolved over recent years. As more DG
units are installed and operated, state and local officials are
increasingly implementing new regulations and procedures specifically
designed to address the needs and requirements of DG units. For
example, some states have recently enacted revised Best Available
Control Technology standards for DG generators. Emission limits
constrain the deployment of some types of DG technologies in some

regions, possibly limiting the choice of DG technology available to a
utility or end-user.”

Please provide citations for your references to existing State (Hawai'i)
or local (Kaua'i) regulations or procedures that specify the
requirements of DG units on Kaua’i and in Hawaii.

KiUC is aware of air emission regulations as provided on Energy and
Environmental Analysis, Inc.’s (EEA) website link to Regulatory
Regquirements Database for Smali Electric Generators, State of Hawaii.
hitp:/fwww.eea-inc.com/rrdb/DGRegProject/index. htmil, and from the
Hawaii State Department of Health’s web site:
hitp://iwww.hawaii.gov/heaith.

Joe M*Cawley



CERTIFICATE OF SERVICE

| (we) hereby certify that copies of the foregoing document were duly served on the

following parties, by having said copies delivered as set forth below:

DIVISION OF CONSUMER ADVOCACY 3 copies-
335 Merchant Street Hand Delivery
Room 326

Honoluly, HI 96813

THOMAS W. WILLIAMS, JR., ESQ. 1 copy
PETER Y. KIKUTA, ESQ. U.8. Mail
Goodsill, Anderson, Quinn & Stifel

Allii Place, Suite 1800

1009 Alakea Strest

Honolulu, Hawaii 96813

MR. WILLIAM A. BONNET 1 copy
Vice President U.S. Mail
Hawaiian Electric Company, Inc.

Hawaii Electric Light Company, Inc.

Maui Electric Company, Limited

P. O. Box 2750

Honolulu, Hawaii 96840-0001

MS. PATSY H. NANBU 1 copy
Hawaiian Electric Company, Inc. Uu.S. Mail
P, 0. Box 2750

Honolulu, Hawaii 96840-0001

MR. ALTON MIYAMOTO 1 copy
President & CEQ U.S. Mail

Kauai island Utility Cooperative
4463 Pahe’e Street
Lihue, Hawaii 96766

BRIANT. MOTO, ESQ.

1 copy
CORPORATION COUNSEL U.S. Mail
County of Maui
Department of the Corporation Counsel
200 S. High Street
Wailuku, Hi 96793
CINDY Y. YOUNG, ESQ. 1 copy
DEPUTY CORPORATION COUNSEL U.S. Mail

County of Maui

Department of the Corporation Counsel
200 S. High Street

Wailuku, Hl 96793



MR. KALVIN K. KOBAYASHI
ENERGY COORDINATOR
County of Maui

Department of Management
200 S. High Street

Waituku, HI 96793

MR. WARREN S. BOLLMEIER I
PRESIDENT

Hawaii Renewable Energy Alliance
46-040 Konane Place, #3816
Kaneche, Hawaii 96744

MR. JOHN CROUCH
Box 38-4276
Waikoloa, Hi 96738

MR. RICK REED

inter Island Solar Supply
761 Ahua Street
Honolulu, HI 96819

MR. HENRY CURTIS

Life of the Land

76 North King Street, Suite 203
Honoluly, H1 96817

SANDRA ~ANN Y. H. WONG, ESQ.

1050 Bishop Street, #514
Honoluly, Hawail 96813

CHRISTOPHER S. COLMAN, ESQ.

Deputy General Counse!
Amerada Hess Corporation
One Hess Plaza
Woodbridge, N.J. 07095

MR. MICHAEL DE'MARSI
Hess Microgen

4101 Halburton Road
Raleigh, NC 27614

LANI D. H. NAKAZAWA, ESQ.
Office of the County Atlorney
County of Kauai

4444 Rice Street, Suite 220
Lihue, HI 96768

1 copy
U.S. Mail

1 copy ‘
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

3 copies
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1 copy
U.S. Mail

1 copy
U.S. Mail

1 copy
U.S. Mail

2 copies
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MR. GLENN SATO

ENERGY COORDINATOR

c/o Office of the County Attorney
County of Kauai

4444 Rice Street, Suite 220
Lihue, HI 96766

JOHN W. K. CHANG, ESQ.
Deputy Attorney General
Department of the Attorney General
State of Hawaii

425 Queen Street

Honolulu, Hawaii 96813

1 copy
U.S. Mail

1 copy {
U.S. Mail

DATED: Honolulu, Hawai'i, August 18, 2004.
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KENT D. MORIHARA

Attorneys for KAUAIISLAND UTILITY
COOPERATIVE



