Ho‘ahu Energy Cooperative Molokai
1120 Kamehameha V Hwy
Kaunakakai, HI 96748
www.hoahuenergy.coop
April 14, 2021
The Honorable Chair and Members of the Hawai‘i Public Utilities Commission
Kekuanao‘a Building, First Floor
465 South King St
Honolulu, HI 96813
RE: Docket No. 2015-0389 - Ho‘ahu Energy Cooperative Molokai’s Letter regarding Hawaiian
Electric’s March 30, 2021 Draft CBRE RFP Filings
The Ho‘ahu Energy Cooperative Molokai (“Coop”) is grateful for the opportunity to
provide feedback on the Hawaiian Electric Companies’ (“HECO”) Draft Request for Proposals
(“RFP”) filed on March 30, 2021. As a prospective participant in the upcoming Community
Based Renewable Energy (“CBRE”) Phase 2 RFP on Molokai, we have been following the
revisions to the RFPs closely. The Coop would like to raise two main concerns with the RFP
revisions: (1) the exorbitant estimated interconnection costs for projects on Molokai; and (2) the
new restriction that all projects over 250kW be located on HECO-owned land.
Interconnection Costs
The Public Utilities Commission (“PUC”) identified HECO’s “interconnection processes
and policies” as a significant barrier to the fair, cost-effective, and timely implementation of
renewable energy projects, including CBRE projects. PUC Order No. 37592 at 3-4. HECO was
expected to ad(h'ess “this pressing issue” by making the “interconnection process for CBRE
projects more transparent and predictable, including the costs, timelines, and engineering
decisions involved.” PUC Order No. 37592 at 4. These reforms were intended to “help CBRE
developers make informed decisions on their bid pricing . . . and ultimately aid in securing
financing and successfully bringing a project to commercial operation.” PUC Order No. 37592
at 4-5.
HECO responded to the letter of the PUC’s Order by quoting estimated costs, but did not
comply with the overall intent of reconciling and reducing those costs. Appendix H to the
Molokai CBRE RFP includes new tables including “Section 4 - Typical Durations for
Interconnection Projects,” which outlines the number of days each part of the interconnection
process typically requires. While this is helpful for planning purposes, the Coop notes that this
schedule is not binding on HECO, and thus developers must continue to account for that
uncertainty in their proposed Guaranteed Commercial Operation Date.
The revised Molokai CBRE RFP also includes a new table that itemizes interconnection
costs and provides estimated totals for “Project Examples” excerpted in the table below:

Project size

Estimated interconnection cost Unit cost ($/W AC)
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250 kW AC PV + 1 MWh BESS

$716,398

$2.87

250 kW AC PV + 1 MWh BESS

$771,682

$3.09

$3,098,955

$1.24

2.5 MW AC + 10 MWh BESS

Since these numbers seemed extremely high, the Coop researched interconnection costs
for projects elsewhere in Hawai‘i and on the continental US to compare. In a Woods-Mackenzie
report on solar industry costs in the US, developer costs (which include interconnection costs as
well as land lease costs, site identification, project due diligence, and other developer overhead
costs) averaged 120AV DC for 10 MW projects.^ As interconnection for large projects on the
continent may be expected to have lower costs, the Coop further researched interconnection costs
closer to home, on Kaua‘i. See the table compiled below with estimated interconnection costs
obtained from the public filings of Interconnection Agreements from recent renewable contracts
by Kaua‘i Island Utility Cooperative (“KIUC”).
Estimated
interconnection Unit cost
($AV AC)
cost

Docket
number

Project name

20110180

McBryde Solar

2008 6 MW AC PV

$700,000

$0.12

20170443

AES Kekaha
Solar/Storage

19 MWDC PV + 70 MWh
2017 BESS (14 MW AC)

$350,000

$0.03

20170018

AES Lawai
Solar/Storage

28 MWDC + 100 MWh BESS
2017 (20 MWAC)

$500,000

$0.03

20200218

AES WKEP

56 MWDC PV + 70 MWh
BESS (35 MW AC) + Pumped
Hydro (35 MW Pumphouse and
2021 20 MW + 4 MW powerhouse)

$2,700,000

$0.08

20110032

Green Energy
Biomass

2011 6.7 MW AC Biomass

$75,000

$0.01

20110323

KRS 1 Solar

2015 14.5 MWDC PV (12 MW AC)

$100,000

$0.01

20120383

KRS 2 Solar

2013 14.1 MWDCPV(12MW AC)

$3,552,000

$0.30

$925,000

$0.15

20140203

Year (lA
signed) Project size

1

G&R Hydro,
new

2014 6 MW Hydro Electric

^ Molly Cox, H2 2020 US Solar PV System Pricing, Wood Mackenzie 35 (2020).
The Honorable Chair and Members of the Hawai‘i Public Utilities Commission
April 14, 2021
Page 2 of 6

Ho‘ahu Energy Cooperative Molokai
1120 Kamehameha V Hwy
Kaunakakai, HI 96748
www.hoahuenergy.coop

While the development of energy projects on Molokai may present unique challenges, it
is difficult to imagine why the interconnection costs on Molokai would be so drastically out of
line with similarly situated projects in other locations, including a similar small island grid like
Kaua‘i. In order to ensure that the costs HECO is ascribing to interconnection are fair,
reasonable, and in the public interest, we recommend that the PUC compile, evaluate, and
publish the components and associated costs of the infrastructure that have been required to
enable interconnection for past projects of a similar nature, both on Molokai and other Hawaiian
Islands. The Coop supports the recommendation made by the Working Groups that HECO
convened over the last several months that an Independent Engineer be tasked with evaluating
these costs. Such action should be taken immediately, rather than at a later date as HECO
suggested in its March 30, 2021 letter.
As the PUC is acutely aware, one of the most opaque and onerous aspects of the CBRE
development process (particularly for non-HECO-affiliated developers) is the interconnection
process and associated costs. The quasi-“certainty” provided by the estimates of interconnection
costs for Molokai included in the proposed REP does little to facilitate “dramatically expand[ing]
access[,]” “broader participation[,]” and access to meaningful economic benefits for the
community. PUC Order No. 37070 at 20. Instead, HECO’s proposed REP puts an unreasonable
and prohibitively high price of admission on a process that was already known to be
unnecessarily expensive.
Due to the perceived relationship between HECO and the Self Build Team, the Coop is
concerned that the Self Build Team may not be financially constrained by the exorbitant
interconnection costs to the same degree as non-HECO-affiliated developers. The inclusion of
interconnection costs that are multiple-factors higher than those associated with comparable
projects raises the question of whether interconnection costs are being used to price-out
competition. These concerns would, of course, be substantially mitigated if the interconnection
costs were comparable to costs for similar projects in other locations, as discussed above. The
Coop requests that the PUC conduct an investigation of, and provide complete transparency to,
HECO’s proposed interconnection costs, including the technical necessity and estimated prices
of the HECO-fmanced infrastructure and labor.
Site Restrictions
The estimated interconnection costs are not the only aspect of HECO’s proposed REP
that limit the ability of the community to participate meaningfully in and benefit from the
Community Based Renewable Energy program. Specifically, the Coop is concerned about the
requirement that proposed projects over 250 kW be located on the HECO-owned parcel adjacent
to the Pala‘au power station. The Coop objects to this new restriction for several reasons,
including: a) resilience; b) lack of site access; and c) the related condition that HECO would
assume ownership of the project infrastructure at end of term.
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By limiting the allowed locations for such a project, HECO has decreased the resilience
of the future renewable-based energy system on Molokai and increased the susceptibility of
Molokai’s future energy system to the effects of localized weather. In addition to the 1-2.5 MW
PV and BESS sought at this HECO-owned site at Pala‘au, HECO aims to procure an additional
4.4 MW of PV and BESS on an immediately adjacent HECO-owned parcel through the re
issuing of the Variable Dispatchable Renewables REP on Molokai (Docket No. 20190178). Obviously, siting almost 7 MW of PV generation, which could account for around 50%
of the island’s load, at a single location will subject the entire Molokai energy system to
increased risk from the centralization of infrastructure. These risks include, but are not limited
to, the daily fluctuations in PV generation due to localized weather conditions such as cloud
cover, as well as more catastrophic risks related to natural disasters like fires, floods, storms, and
tsunami.
More importantly, in the context of the CBRE program, the site restrictions ensure a lack
of access for additional benefits. Appendix E of the Molokai CBRE REP and Attachment K of
the Mid-Tier Standard Eorm Contract outline the limitation of physically accessing the site by
unauthorized individuals. Because of this heightened security, the CBRE project cannot provide
dual land use or educational opportunities. The PUC should promote broader goals for the
CBRE program, including by envisioning a future energy system that provides cheap, stable, and
clean energy—as well as direct benefits to the communities in which they are sited.
On an island like Molokai, CBRE projects should enable dual land-use development
models that meaningfully improve the lives of the people living in the vicinity. Our community
should have the option for our renewable energy infrastructure to facilitate mixed-use activities
such as on-site community training programs—working on and learning from the community
energy infrastructure. Instead, HECO proposes relegating CBRE projects on the island of
Molokai to a “secure” location where diversified agriculture, community workshops, and any
semblance of ancillary community benefits are prohibited.
Perhaps most concerning of all, and in direct contradiction to the intent of the CBRE
program, is the inclusion of the condition that HECO has the option to assume ownership of the
Subscriber Organization’s infrastructure sited on HECO-owned land at the end of the 20-year
contract. The following language is excerpted from page K-13 of the contract:
Upon the termination of this Contract, or in the event this Contract is
declared null and void under the Null and Void Rights of this Contract
(“Contract Termination”), at Company’s option: (i) all improvements on
the Company-Owned Site shall become Company’s property; or (ii)
Subscriber Organization shall, at its sole cost and expense, remove all
Subscriber Organization-constructed improvements[.]
This provision deprives the Subscriber Organization of all cost recovery benefits related
to the operation of the project beyond the initial 20-year term. Given the maintenance and
constant updates that will necessarily occur in maintaining the high performance standards
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required by the REP over the lifetime of a PV + battery energy storage project, it is highly likely
that the CBRE project will retain significant value and “used and useful” status for at least 10
years beyond the 20-year term provided by the draft REP. The potential revenue from an
additional 10 years of project operations represent a significant percentage of the total value of
the project. Likewise, the project’s salvage value, an estimated 10% of its CapEx, could be
taken by HECO without compensation if it chooses to exercise its “option” to assume ownership
of the project infrastructure. As such, the loss of both residual values represents a material
reduction in the total project value and an unnecessary loss to the Subscriber Organization.
Under the terms of the proposed REP, HECO positions itself to reap the cost recovery
benefits intended for and earned by the community as related to both the salvage price of the
infrastructure and any continued operation of the CBRE project beyond its initial 20-year
contract term. While this provision significantly decreases the potential revenue for Subscriber
Organizations, it appears to be of little consequence to HECO’s Self-Build Team. Eor Self-Build
projects, HECO would already own the infrastructure and have the opportunity for potential
contract extensions, thus internalizing these benefits. By contrast, non-HECO-affiliated
Subscriber Organizations must write-off these potential revenues, reducing the overall net
present value of the project and putting themselves at a disadvantage when competing with
HECO-affiliated developers.
Subscriber Organizations should have the option to site a 2.5 MW project on a nonHECO-owned parcel of land, unencumbered by provisions that prevent the realization of revenue
from negotiating a contract renewal or salvaging and/or repurposing the project
infrastructure. Alternatively, if the project must be located at the HECO-owned site at Pala‘au,
the PUC should require that the REP include terms allowing the Subscriber Organization to
realize the value of any continued operation of the CBRE project beyond its initial 20-year term,
as well as the salvage price of the project infrastructure.
A Level Playing Eield
In sum, the Coop is concerned that HECO’s proposed REP does not provide a level
playing field in a number of respects, including by imposing exorbitant interconnection fees,
requiring projects over 250 kW to be sited on HECO-owned land, and providing HECO with the
option to assume ownership of community based renewable energy projects.
The Coop is committed to helping HECO transition HawaiT to a clean energy future and
meet the mandates set by our legislature. At the same time, the Coop is dedicated to assuring
that this transformation serves—and yes, benefits—^the Molokai community by ensuring that the
price of electricity is not unnecessarily high and that the wealth of opportunities for ancillary
community benefits from renewable energy projects are recognized. The CBRE program
represents an incremental, yet much needed opportunity for the PUC, and if it desires, HECO, to
fulfill their obligation to serve the public interest. Unfortunately, HECO has chosen, yet again,
its own interests over those of the community. It is up to the PUC to enforce the requirements of
our constitution, statutes, rules, regulations, and fair business practices.
The Honorable Chair and Members of the HawaiT Public Utilities Commission
April 14, 2021
Page 5 of 6

Ho‘ahu Energy Cooperative Molokai
1120 Kamehameha V Hwy
Kaunakakai, HI 96748
www.hoahuenergy.coop

The Coop respectfully requests that the members of our Public Utilities Commission and
our Division of Consumer Advocacy adequately represent the public interest and ensure that
HECO’s fiduciary duty to its shareholders to maximize profits does not undermine its obligation
to the rate-paying public of Hawai‘i, including the rate payers of Molokai, who pay some of the
highest electricity prices in the state. The Coop appreciates the PUC’s consideration of these
comments, and anxiously awaits the filing by HECO of a fair and reasonable REP proposal that
recognizes the intent of the CBRE program and effectuates the PUC’s past Orders administering
the program.
Mahalo,
Ho‘ahu Energy Cooperative Molokai
1120 Kamehameha V Hwy
Kaunakakai, HI 96748
/s/ Todd Yamashita
Todd Yamashita
President, Ho‘ahu Energy Cooperative Molokai
/s/ Lori Buchana
Lori Buchanan
Vice-President, Ho‘ahu Energy Cooperative Molokai
/s/ Christopher O’Brien
Christopher O’Brien
Treasurer, Ho‘ahu Energy Cooperative Molokai
/s/ Sequoya
Sequoya
Secretary, Ho‘^u Energy Cooperative Molokai
/s/ Makena Eemandez
Makena Eemandez
Board Member, Ho‘^u Energy Cooperative Molokai
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