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Chair Gabbard, Vice Chair English, and Members of the Committee.

The Department of Business, Economic Development, and Tourism (DBEDT) strongly
supports the property assessed clean energy bond loan program proposed in HB 2643, HD2. This
is similar to an Administration measure.

The bond program allows the proceeds of state-issued bonds to be loaned through
professional energy services companies to commercial and residential property owners for the
installation of renewable energy and energy-efficient systems on their property. These loans are
repaid over a prescribed time period through an annual or semi-annual assessment on the
property taxes of the improved property. The financial savings resulting from such clean energy

improvements should wholly offset the additional cost of these assessments.

We would like to provide clarification on the priority lien status of property assessments:
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e Lien priority in foreclosure is virtually immaterial, and is offset by the increase in
property value in most cases, according to reports from PACE Now. The only way the
assessment may affect re-financing is when it factors into the homeowner’s debt to
income ratio.

¢ Many banks aren’t lending, even to those with decent credit, and this area of clean energy
is not currently a market with a great deal of focus for the banking industry. Since the
funds are used for property improvements and repayment is tied to the property, risk to
the State is low.

¢ A dollar amount cap on loans to property owners may be provided in the corresponding
administrative rules, in addition to other safeguards against default. We are aware that
this program will not be suitable for every property.

e The program is voluntary, both for the counties and for property owners; the
administration of the program structure and mechanics will involve input from the
counties by necessity. We look forward to collaborating with the counties in the
implementation of the program.

The proposed program will provide home or business owners with the necessary up-front

capital to install energy efficiency improvements and renewable energy systems on their property.
Loan repayment will be attached to the property and not the individual and is therefore more
secure than traditional loans. In its current form, the loan program authorized by HB 2643, HD2
will be financed through general obligation reimbursable bonds and therefore does not encumber
existing state funds. The bonds will be serviced via property assessment revenue, thus the
investment will pay for itself. In addition, property assessments are considered a super-priority
lien which provides an extra level of security for loan repayment.

Moreover, as demand for energy efficiency and renewable energy installation increases,
private contractors will need to hire new employees to meet the demand. DBEDT is confident
that this program will create jobs at a time when they are sorely needed. This program may also
encourage local entrepreneurs to create new businesses in the clean energy sector, thus creating
more career opportunities for Hawai‘i residents. The program is a win-win-win for property

owners, private industry, and government.
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DBEDT has been working closely with the U.S. Department of Energy, the National
Renewable Energy Lab (NREL) and its consultants to formulate the Hawaii Clean Energy
Investment (HCEI) bond program model specifically tailored for Hawai‘i. NREL advised
government officials that established and implement both the Berkeley and Boulder and have
been instrumental in providing DBEDT staff with guidance and analysis relating to this measure.

DBEDT staff recently met with NREL representatives and they have committed to continued
support and guidance as we work to implement this program. DBEDT’s intent is to make
participation in this program simple and cost-effective to the consumer, and to the counties.

Several states are currently building the administrative infrastructure required to execute a
program of this nature. Boulder is the most fully-developed program in the nation and the
statistical and economic data they provide will assist DBEDT in steering a Hawai‘i specific
model. DBEDT worked closely with the State Attorney General’s office as well as the
Department of Budget & Finance to craft the Administration’s legislation and we will continue to
work in partnership to bring this program to fruition. We recommend modifying item (2),
beginning on page 5, line 19, to read as follows:

“(2) Repay the general fund for debt service on the general obligation bonds, the proceeds of

which are deposited into the revolving fund;”

As stated in the bill, county partnership is essential to the success of this program.
Through intergovernmental agreement and co-sponsorship, this program has the potential to
invigorate business and economic development across the state. As previously stated, this
program will create jobs and business opportunities to Hawai‘i which will help put people back
to work in all participating counties.

There are several benefits of a State run program in Hawai‘i. First, state general

obligation reimbursable bonds typically have a higher grade than other types of bonds and are
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almost always graded higher than municipal bonds. A higher grade means they are less risky to
investors and therefore can be offered at a lower interest rate. This is important because the
principle, interest and any fees will need to be paid by the consumer through the assessment; so
the lower the interest payment the lower the cost to the consumer. Second, with the state taking
responsibility for administering and financing the program, there is no cost to the counties. The
counties will not have to take on any more debt or expend resources to implement this program.
The counties will only need to assist and accommodate the program administrator with software
changes and perhaps some information regarding demographics and records. Third, the state
takes on all of the risk in the event of default and/or litigation. Furthermore, a state-run program
creates an economy of scale. Through extensive research into this subject, it is clear that the
populations of three of Hawaii’s counties are too small to cost-effectively support this type of
program. The administration costs would be too high for any one county to be able to offer loans
at competitive interest rates. This is why smaller municipalities on the mainland have partnered
or have chosen to opt-in to larger, neighboring county's programs rather than to go it alone.

Finally, improvements made to property may also benefit the counties through increase in

property values.

DBEDT urges the Committee and the Legislature to pass this bill for the above stated
reasons. The program proposed by this bill will create jobs and contribute to the State’s goal of
realizing a clean energy future. DBEDT has already begun reaching out to the counties to

inform them about the bill and its potential benefits and also to ask for their support and
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participation moving forward. DBEDT will continue working with the counties on this initiative
and will assist them as needed as this program takes shape. In order to establish this program as
expediently as possible, DBEDT will begin drafting a request for proposals for a program
administrator as soon as this bill is passed.

Thank you for the opportunity to offer these comments.
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HOUSE OF REPRESENTATIVES 2643
TWENTY-FIFTH LEGISLATURE, 2010 H B N O S.D. 1
STATE OF HAWAII - - -

A BILL FOR AN ACT

RELATING TO CLEAN ENERGY BONDS.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAIIL:

SECTION 1. The legislature finds that the initial capital
investment required by property owners to install renewable
energy systems and energy efficiency improvements on residential
and commercial properties is a significant barrier to reaching
the State’s clean energy targets. Increased activity in
residential and commercial projects is essential for the State
to reach energy efficiency and clean energy goals. Employing
innovative financing to remove known barriers and stimulate
enterprise in the clean energy sector is beneficial to the
public.

A Hawaii clean energy bond is a federal taxable,state tax-
exempt, reimbursable general obligation reimbursable bonds to
fund property assessed clean energy which is in the public
interest. The bond proceeds will be deposited into the clean
energy bond loan revolving fund under the direction of the

department of business, economic development, and tourism, which



will make loans to commercial and residential property owners
for energy efficiency improvements and small renewable energy
systems. The loans will be repaid through a special assessment
of real property taxes on the borrower's property by the
participating counties and remitted to the department under
cooperative agreements. The liability to repay the bonds is
attached to the borrower's property, rather than to the
borrower.

Assisting renewable energy projects and investments in
Hawaii can provide jobs, as well as long-term energy,
environmental, and economic benefits. Moreover, this Act is
compatible with the goals and objectives of the Hawaii clean
energy initiative.

The legislature finds and declares that the Hawaii clean
energy bond loan program:

(1) Supports energy efficiency and renewable energy

projects for residential and commercial structures;

(2) Provides another source of financing energy projects;

(3) Fosters energy savings;

(4) Stimulates job growth; and

(5) Is in the public interest and for the public health,

safety, and general welfare of the state.

The purpose of this Act, therefore, is to establish a

Hawaii clean energy bond loan program.



SECTION 2. The Hawaii Revised Statutes is amended by
adding a new chapter to be appropriately designated and to read
as follows:

"CHAPTER
HAWAII CLEAN ENERGY BOND LOAN PROGRAM

§ -1 Definitions. As used in this chapter:

"Department" means the department of business, economic
development, and tourism.

"Director" means the director of business, economic
development, and tourism.

"Property owners'" means the owner in fee or of any interest
therein of the subject real property.

"Energy efficiency improvements" means:

(1) Meams Installation or physical modifications to

property designed to reduce energy consumption;

(2) For the purposes of this chapter, do not include
fixtures specific to a certain trade or appliances
such as washing machines, dryers, dishwashers, non-
centralized air-conditioning units and all similar
appliances;

(3) Shall include but not be limited to include the
following:

(A) Air sealing and ventilation;

(B) Insulation;



(C) Space heating and cooling;

(D) Solar hot water systems Water heating;

(E) Hardwired lighting;

(F) Daylighting;

(G) Windows;

(H) Doors and skylights;

(I) Reflective roofs; and

(J) Energy efficiency improvements to pool equipment

and landscaping.

"Loan program" means the Hawaii clean energy bond loan

program.

"Renewable energy system" means:

(1)

(2)

Means A system that produces thermal or electrical
energy from renewable sources including units with an
electrical back-up component, intended for use within
the residential or commercial property on which it is
located.

Shall include but not be limited to include the
following:

(a) Selarhot—water systems Solar photovoltaic
systems;

(b) Small wind systems with capacity to generate no
more than 50 kilowatts of electricity; and

(c) Biogas systems.



§ -2 Hawaii clean energy bond loan program. There is
established the Hawaii clean energy bond loan program which
shall be administered by the director of business, economic
development, and tourism.

§ -3 Hawaii clean energy bond loan revolving fund.

(a) There is established in the state treasury the Hawaii clean
energy bond loan revolving fund, into which shall be deposited:
(1) Proceeds from the issuance of general obligation
reimbursable bonds that are deposited into the

revolving fund;

(2) Repayments of moneys loéned from the revolving fund

and interest earned on those moneys;

(3) Moneys received from the operation of the loan

program;

(4) Appropriations made by the legislature to the

revolving fund;

(5) Interest earned from the investment of moneys in the

revolving fund; and

(6) Moneys from qualified grants.

(b) Moneys in the Hawaii clean energy bond loan revolving fund
shall be used for the following purposes:

(1) To make loans to residential and commercial property

owners for energy efficiency improvements and

renewable energy systems;



(2) Repay the general fund for debt service on the general
obligation reimbursable bonds the proceeds of which
are deposited into the revolving fund; and

(3) Administrative expenses relating to the operation of
the fund and the Hawaii clean energy bond loan
program.

§ -4 Powers. The director may:

(1) Enter into contracts relating to the operation of the
loan program including administering the loan program;
and

(2) Perform all functions necessary to effectuate the
purposes of this chapter.

§ -5 Rules. The department shall adopt rules pursuant
to chapter 91 to carry out the purposes of this chapter,
including the following:

(1) Prescribing the qualifications for eligibility of

applicants for loans;

(2) Establishing preferences and priorities in determining
eligibility for loans;

(3) Establishing the conditions, consistent with the
purposes of this chapter, for the granting of or for
the continuance of a grant of a loan;

(4) Providing for inspection at reasonable hours of the

facilities, equipment, books, and records of the



entity that has applied for or has been granted a
loan, and requiring the submission of reports as may
be requested by the department; and

(5) Establishing rates and charges for the operation of

the loan program.

§ -6 Loans. (a) The department may make loans to
qualifying commercial and residential property owners for energy
efficiency improvements and small renewable energy systems in a
participating county. A participating county is a county within
the State that has agreed to take part in the loan program by
taking such legal action as is necessary under its real property
tax system to levy upon a property benefited by the loan a
special assessment of an amount necessary to repay each loan
financed under the Hawaii clean energy bond loan program. The
participating county shall remit the moneys to the Hawaii clean
energy bond loan revolving fund and shall receive reasonable
compensation for its services.

(b) The loan repayment charge may include the amount of
the loan, interest on the loan, and the costs incurred by the
department to implement and administer the loan program.

(c) The loans shall be subject to the terms and conditions

specified in rules adopted by the department.



(d) The department shall record a lien on the property
benefited by the loan. The lien shall attach to the property on
which the aforementioned qualified improvements have been made.

(e) Notwithstanding any law to the contrary, if the
director determines that the department is unable to issue a
sufficient number of loans to offset the reasonable cost to the
department of operating the loan program, the director may delay
or suspend the loan program in one or more participating
counties or may delay or suspend any feature of the loan
program.

§ -7 Liens. The lien shall relate to and take effect
from the time of completion of all contracted improvements,
installations and operations therein. The lien shall rank
superior in priority over all other liens on the subject
property and may not be made subordinate by ordinance, rule, or
contract.”

SECTION 3. The director of finance is authorized to issue
general obligation bonds in the sum of $50,000,000 or so much
thereof as may be necessary and the same sum or so much thereof
as may be necessary is appropriated for fiscal year 2010-2011
for deposit into the Hawaii clean energy bond loan revolving

fund.



The sum appropriated shall be expended by the department of
business, economic development, and tourism for the purposes of
this Act.

SECTION 4. This Act does not limit or prevent the counties
from instituting similar financing programs for energy
efficiency improvements and renewable energy systems.

SECTION 5. Precedence over conflicting laws. The
provisions of this section shall take precedence over Chapter

39-112 Hawaii Revised Statutes.

SECTION 6. Severability. If any subsection, paragraph,
clause, or provision of this section, or its application to any
person or transaction or other circumstances, 1is for any reason
held to be unconstitutional or invalid, the invalidity or
unenforceability of said subsection, paragraph, or clause shall
not affect the validity or enforceability of any of the
remaining subsections, paragraphs, clauses, or provisions of
this section, and to this end this section shall be considered
severable.

SECTION £7. This Act shall take effect on July 1, 2010.



Report Title:
Bond Loan; Clean Energy

Description:

Establishes a clean energy bond loan program for renewable
energy system and energy efficiency improvements on residential
and commercial properties, and authorizes the issuance of

general obligation bonds to finance the program. Effective July
1, 2020. (HB2643 HD2)

The summary description of legislation appeéring on this page is for informational purposes only and is
not legislation or evidence of legislative intent.
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SUBCHAPTER 1
GENERAL PROVISIONS

§39- -01 Purpose. This chapter governs the
Practice and procedure before the State, program
administrator, Department of Business, Economic
Development, and Tourism, and the Department of Budget
and Finance and shall be construed to promote
increased activity in residential and commercial
renewable energy projects, stimulate the State’s clean
energy sector, reach energy efficiency and clean
energy goals, increase energy security, encourage
economic diversification, provide increased career
opportunities for Hawaii residents, and attract
funding and investment into the State. The rules
under this chapter are promulgated pursuant to
authority provided by chapter .  The purpose of
the rules of this chapter is to clarify the role of
the program administrator and the program application
processes for counties and applicants.

§39- -02 Definitions. In addition to the
definitions contained in , the following
definitions shall apply:

“Commercial properties” and “residential
properties” mean those properties as defined by the
county code for the particular county in which the
property is located and do not fall under the category
of facilities.

“Days” means business days.

“Facilities” are projects producing over five
megawatts of power or take up more than fifteen acres
of land fall into a different legal category than
commercial or residential properties.

§39-__ -03 Program administrator. The powers and
duties of the program administrator or “administrator”
are contained in . The program

administrator will be selected by the State through a
competitive bidding process. The program
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administrator will have the authority to hire private
subcontractors for the purposes of energy auditing.
The program administrator shall:

(1)

(2)

(3)

(4)

JS Draft

Establish criteria and procedures for the
qualification of technologies and systems,
and perform energy audits; including
identifying the energy efficiency
improvements and renewable energy systems
that qualify for Hawaii clean energy
investment loan financing and develop
appropriate procedures for the qualification
of these improvements and systems;

Calculate a property’s current energy
consumption and energy costs when an
application is submitted by the property
owner, and estimating the potential cost
benefits that could be realized through
energy efficiency improvements oxr
installation of renewable energy systems on
the subject property;

Provide education and training on energy
efficiency improvements to applicants;
including education and training on the
selection and use of improvements to
maximize energy efficiency;

Prescribe loan repayment periods and provide
projected property tax assessment estimates
when the applicant opts to take advantage of
the financing made available under this
section; including establishing deadlines
for loan repayments and providing applicant
property owners the projected property tax
assessment estimates that will be due and
collected along with the ad valorem property
tax bill; provided that the length of time
allowed for the property owner to repay the
assessment shall not exceed the life
expectancy of the systems or improvements;
provided further that in instances where
multiple systems and/or improvements have
been installed, the length of time shall not
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exceed the average lifetime of all projects,

weighted by cost;

(5) Assist the counties with administrative
duties related to the execution of this
program, including:

(A) Initiation and authorship of any and
all written agreements between
participating property owners and the
counties and/or funding institutions.

(B) Public outreach and program promotion
within the counties, including
community informational briefings and
making available information related to
the program. ,

(C) Revision to existing county documents
needed to efficiently collect property
tax payments from property owners.

(6) Distribute state bond proceeds appropriated
for this program to participating property
owners and/or funding institutions;
including responsibility for ensuring loan
repayment to the State from revenues
generated by participating county property
tax assessments under this section;

(7) Collect, compile, and report all data and
information relating to the Hawaii clean
energy investment bond program to the State,
Department of Business, Economic
Development, and Tourism and the Department
of Budget and Finance; provided that the
criteria, qualifications and procedures, and
lifetimes of projects described in
paragraphs (1) and (3) shall be determined
with approval from the Department of
Business, Economic Development, and Tourism.

SUBCHAPTER 2
PROGRAM APPLICATION REQUIREMENTS FOR COUNTIES

§39-__ ~-04 Local ordinance requirement. (a) For
a county to access funding generated by the sale of
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bonds issued by the State, the county shall
voluntarily agree to participate in the State Property
Assessed Clean Energy Bonds program by enacting an
ordinance or other legally binding action.

(b) Local governments must first establish draft
plans that will be subject to a public hearing.

(c) Subsequently, city/county officials will
develop a report, which will be voted on by the local
legislative body.

§39- -05 Draft plans; public hearing. (a)
Draft plans will include.. (b) As soon as reasonably
practicable following acceptance of a permit plan
application, the county program coordinator shall hold
a public hearing on the island..

§39-_ -06 County report. County reports will

include:

(1) A map delineating the area where contractual
assessments are proposed;

(2) A draft contract agreement between property
owners and the local government;
taxes/mortgages.

Eligible facilities;

(4) Eligible distributed renewable-energy
systems;

(5) Eligible energy-efficiency improvements;

(6) A designated local official who is
authorized to enter into contractual
assessments on behalf of the local
government;

(7) A maximum aggregate dollar amount of
contractual assessments;

(8) A method for prioritizing
applications/requests in the event that
applications exceed the authorization
amount;

(9) A plan for raising a capital amount required
to pay for work performed pursuant to
contractual assessments; and

(10) Costs incidental to financing,
administration, and collection of the
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contractual assegsment program among the
consenting property owners and the city.

§39-_-07 Property tax payments to State. The
applicable portion of property tax payments from
the affected properties within the participating
county or counties shall, upon agreement between the
State and any such county or counties, be applied to
service the State debt on the bonds.

SUBCHAPTER 3
CLEAN ENERGY LOAN APPLICATION

§39- -08 Prerequisites for application.
Properties with existing liens are not eligible for
clean energy loans and all subsequent liens placed on
the subject property after loan funds have been
dispersed pursuant to Chapter are thereby
subordinate. The loan applicant shall possess title
for the subject property as well as documentation to
prove timely mortgage payments in the past five years,
if applicable.

§39- -09 Loan application process. An onsite
energy audit is required for both residential and
commercial properties in order to participate in the
program. The energy audits will be performed by
private contractors subcontracted by the program
administrator or by the program administrator itself.

§39- -10 Loan application review process. (a)
Within fourteen days of acceptance of a loan
application, the Program Administrator - or in the
case of projects valued at $30,000 and above, the
Department of Business, Economic Development, and
Tourism - shall accept the loan application so long as
it is complete and complies with the loan application
prerequisites and application process of this chapter.
If the loan application is accepted, the loan
application reviewer shall notify the applicant of

JS Draft 6 MM Revised 02/23/10



such acceptance in writing within said fourteen-day
period.

(b) If the loan application does not meet the
requirements of this chapter, the loan application
reviewer shall provide the applicant with a written
report of all reasons why the permit plan application
is incomplete and unacceptable as soon as possible but
in any event not more that fourteen days from the
submission of the loan application.

(c) If the loan application meets the
requirements of this chapter, the loan application
shall be approved not more than thirty days from the
date of acceptance. The loan applicant shall be
informed of the approval in writing as soon as
possible but not more than seven days from the
approval of the loan application.

§39- -11 Loan disbursement. (a) The Hawaii
clean energy bond program shall begin on July 1, 2011
and expire on December 31, 2030. No loans will be
issued after December 31, 2030.

(b) Once a loan is approved, the loan applicant
will have fourteen days upon receipt to either agree
or reject the terms of the loan. TIf the loan
applicant agrees to the terms of the loan then the
financial institution handling the clean energy bond
funds will disburse the appropriate amount to the
businesses hired to perform the renovation services.

§39-_ -12 Loan repayment. (a) Loans are repaid
through a special annual assessment on property tax
bills. The liability to repay the bond is attached to
the property, rather than the individual, as an
assessment on real property. Any liens placed on a
property receiving loans will be subordinate to this
loan. The participating county in which the assessed
property is located is responsible for repayment to
the state, but shall not be held liable in the event
of default on an individual loan.

(b) Loans between $2,500 and $5,000 will be set
for repayment in 5 or 10 years. Projects over $5,000
may be repaid over 10 or 20 years, at the property
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owner’s discretion. Projects of $10,000 up to $30,000
will require approval by the Program Administrator.
Projects valued at $30,000 and above will require
specific approval by the Department of Business,
Economic Development, and Tourism. A loan for an
individual property shall not exceed $50,000.

§39- -13 Loan re-application. 1In the event a
state or county agency denies a loan application, the
applicant may re-apply for the denied loan only if the
problems that were grounds for denial under the
preceding loan application have been remedied.

SUBCHAPTER 4
LOAN DEFAULT

§39- -14 Priority lien status. Liens created
pursuant to Chapter  shall have priority status over
all other liens, encumbrances and private loans
commercial or otherwise including mortgages.

§39-__-15 Foreclosure. In the event of
foreclosure, liens created pursuant to Chapter _ shall
be paid before any other financial obligation attached
to the subject property. Subordinate liens and all
other financial obligations shall be paid according to-
the respective contractual agreement and/or promissory
note from which they originated.
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The Honorable Mike Gabbard, Chan‘
and Members
Senate Committee on Energy and Environment
Twenty-Fifth State Legislature
State Capitol
Honolulu, Hawaii 96813

Desdr Chair Gabbard and Members of the Committes:
Subject: HB 2643, HD 2 - Relating to Clgan Energy Bonds

The City and County of Honolulu supports the intent of HB 2643, HD 2, but have
goncerms with the bill as drafted.

The City's support for renéwable energy systems is evidenced by our real
property tax exemptlon for alternative énergy improvements. Moreover, Mayor
Hannemann is committed to a sustainable future for our city, and this is dglineated in
his 21% Century Ahupua‘a Plan, Honoluly's sustainability and climate production
strategy. .

That said, as we understand it, the clean snergy bonds proposed in HB 2643,
HD 2, are state general obligation bands. The state would use the “clean energy” bond
procseds to provide leans to property owners$ in order to finance renewable energy
systems on their property. The state anticipates that thé loan payments would prcv:de
the cash flow to pay the debt servige on thé “clean energy' bonds.

The state would further securitize the leans as the “... liability to repay the bond
is attached to the property as an assessmént on real property, rather thah on the
individual.” We believe that many imortgages prohibit homeowners enterig into
agreements subordinating the morigage lien position. Transactions such as the one
contemplated here may cause an event of te¢hnical default on the owher's mortgage.

Further we adre aware of a few municipalitios which have entered into similar
financing afrangements, via Community Fagilities Districts (CFD). The rarket for CFD
bonds has all but disappeared post the ¢redit crisis. Boulder for example is offering

. /



v v av v v an s NI A A BN UYL UVVIMWL WG WV VY LSTT

The Honorable Mike Gabbard, Chair
and Members

March 11, 2010

Page 2

financing at interest rates of 7 to 8%, not a particularly attractive rate. Should the state’s
program not bé able to offer rates on par with commercially svailable rates, the
participants in this program will be these who wauld not othenwise qualify for
commeércially available loans. (Remémber that the state will need 16 prica the loans to
recover the actual interest cost on the bonds, the cost of the 3™ party administrator, and
low earning reserves. This will increase the interest rate needed to be charged the
borrower). Essentially the state will bé lending to these with lowér credit scores those
who pose a higher repayment rigk.

Concern arises in that the state will be providing loans té those with diminished
capacity to repay, thus continuing the same mistakes that were major causes of the
recent éredit crisis. Have we leamed nothing?

Should the loan recipient not b'e able to pay the loan, would the state foreclose
on the property to get the cash needed to seivice the debi on the “Clean energy” bonds,
thereby driving the owner out of their house? Clgarly a homeowner without renewable
energy is preferable to the farnily that was driven out of their heme by over extending
their credit capacity.

Additionally, théught should be given to the prierity of issuing géneral obligation
bonds for this purpese verses the many other prigrities facing the state. Given that Fitch
and Moody’'s recently gave the staté a Negative rating on their Qutlogk, the state should
carefully consider the purposes for which it borrows, espécially in what looks to be a
more demanding credit market for the state.

As | said at the opening, eheouraging renewable energy is a worthwhile cause.
However ini these demanding economie times this méthod of firnancing does not
outweigh the many other priorities and challeriges facing the state foday.

For all the reasons nhoted above, we oppose HB 2643, HD 2.

; J
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Bernard P. Carvalho, Jr. George K. Costa
Mayor Director
Office of Economic Development
County of Kaua'i
4444 Rice Street, Suite 200

Lihu'e, HI 96766-1300

TEL (808)241-4946

FAX (808)241-6399

TESTIMONY FOR HB 2643.

by

GEORGE K. COSTA
Director

Office of Economic Development, County of Kauai
before the

SENATE COMMITTEE ON ENERGY AND ENVIRONMENT
Thursday, March 11, 2010
3:00 PM
State Capitol, Conference Room 225

for consideration of
HB 2643 HD2
RELATING TO CLEAN ENERGY BONDS.

Chair Gabbard, Vice Chair English, and Members of the Committee:

The Property Assessed Clean Energy (PACE) concept has been justifiably

described as one of "10 Breakthrough Ideas for 2010" by the Harvard Business Review.

It could fund clean energy projects -- like photovoltaic and solar water heaters -- for
every-day residents and small businesses. This program allows average citizens to
save money on their electric bill while moving Hawai'i towards its renewable energy

goals.



While we understand it's hard to undertake new programs during an economic
downturn, the PACE program is needed to help create new jobs. In Sonoma County,
California, construction jobs increased by 8.4% after the implementation of a $100
million PACE program during a period when neighboring counties experienced sharp

drops in construction employment.

The County of Kaua'i supports HB 2643 in concept because successful
implementation will result in energy efficiency and renewable energy support for Kaua'i
residences and commercial facilities. The energy savings will help to reduce residential
and commercial operational costs and overhead expenses. The County sees this as a
stimulus for job growth for existing businesses that carry energy efficient products and
provide services to install and maintain renewable energy systems and to stimulate the
creation of new business ventures due to increased market demand for products and

services.

The County’s concerns relate to the program details, including the administration
of the program, the program costs incurred on the county’s side such as staffing costs
and software modifications that may be required, and especially with potential litigation
that might result from program defaults and the attached property liens. We are willing.
to be a program participant but the program details must be developed with county
involvement and be spelled out in detail, to be passed on to future program participants.

There can be no gray areas of interpretation and all agreed upon county costs must

be reimbursed fully.



The County of Kaua'i request the House Committee on Finance support this bill
and ensure that it is properly funded with a general obligation bond (not from the State

coffers) that residents can pay back over time.

Mahalo in advance for your support of the PACE program.



CITY COUNCIIL

CITY AND COUNTY OF HONOLULU
6§30 SOUTH KING STREET, ROOM 202
HONOLULU, HAWAII 96813-30685
TELEPHONE: {B0B) 768-5010 » FAX: (808) 768-5011

DONOVAN M. DELA CRUZ

CCUNCILMEMBER, DISTRICT 2

CHAIR, COMMITTEE ON PUBLIC SAFETY
AND SERVICES

TELEPHONE: {808)768-5002

FAX: (808) 768-8035

EMAIL: dmdelacruz@honolulu,gov
March 11, 2010

Honorable Mike Gabbard, Chair

and members of the committee
Committee on Energy and Environment
Hawaii State Capitol
415 S. Beretania Street
Honolulu, HI 96813

Dear Senator Gabbard:
RE: Testimony on HB 2643 HD2 Relating to Clean Energy Bonds

As the Councilmember from District II - Mililani Mauka to Heeia Kea, Oahu, I am
writing in support of HB 2643 HD2 relating to clean energy bonds.

Before us we have a great opportunity to expand our efforts in preserving Hawaii’s
environment and decreasing our dependence on fossil fuels. The creation of a financing
program for energy efficiency improvements would give those interested in utilizing a solar
energy system a real opportunity at ownership.

The startup costs are generally the main deterrent for those wanting to explore
opportunities in solar energy. Systems can start in the tens of thousands of dollars. Giving
interested individuals the opportunity to finance the initial cost would help them leap that
first hurdle.

Thank you for this opportunity to submit testimony and I humbly ask for your support
in hearing and passing of HB 2643 HD2.

Donovan M. Dela Cruz
Council Chair
District I1

Sincerely,

DMD:mys
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TAXBILLSERVICE

126 Queen Street, Suite 304 TAX FOUNDAT]ON OF HAWAH Honolulu, Hawail 96813 Tel. 536-4587

SUBJECT: MISCELLANEOUS, Clean energy bond loan program
BILL NUMBER: HB 2643, HD-2
INTRODUCED BY: House Committee on Finance

BRIEF SUMMARY: Adds a new chapter to HRS to establish a Hawaii clean energy bond loan
program to finance renewable energy systems and energy efficiency improvements on residential and
commercial properties that shall be administered by the department of business, economic development,
and tourism (DBEDT).

Establishes a clean energy bond loan revolving fund to make loans to residential and commercial property
owners, repay the general fund for debt service on the G.O. bonds deposited into the revolving fund, and
administrative expenses relating to the operation of the fund and the program.

DBEDT may make loans to qualifying commercial and residential property owners for energy efficiency
improvements and small renewable energy systems in a participating county. A participating county is a
county within the state that has agreed to take part in the loan program by taking such legal action under
its real property tax system to levy a special assessment on the property benefitting from the loan, of an
amount necessary to repay each loan financed under the loan program. The participating county shall
remit the moneys to the Hawaii clean energy bond loan revolving fund, and shall receive reasonable
compensation for its services. DBEDT shall record a lien on the property benefitted by the loan. The
lien shall attach to the property.

Authorizes the director of finance to issue $___ million in G.O. bonds for fiscal year 2010-2011 for
deposit into the Hawaii clean energy bond loan revolving fund.

EFFECTIVE DATE: July 1, 2020

STAFF COMMENTS: This measure acknowledges the high cost of the initial capital investment of
renewable energy systems or energy efficiency improvements and proposes the establishment of the
Hawaii clean energy bond program, wherein bonds are issued and the proceeds used to provide financial
assistance to commercial or residential property owners for renewable energy purposes. The bonds are
then repaid by an annual real property tax assessment until the loan is repaid.

While this program would provide an alternative to the renewable energy tax credit program to allow
taxpayers to install renewable energy systems, if the taxpayer avails himself of the loan program, the
renewable energy credit should not be granted for projects utilizing this loan program as the projects
would be granted a double subsidy by the taxpayers of the state. The existing renewable energy
conservation tax credits merely become a windfall for those who are able to come up with the up-front
costs for such devices. This leaves the poor and lower-middle income families still dependent on fossil

185(b)



HB2643, HD-2 - Continued

fuel energy. This program is a start in the move away from the dependence on tax credits to encourage
the use of such alternate energy systems. This Service has advised for years that such a loan program is
preferable to the tax credit approach utilized for the last 35 years as the loan program provides access to
alternate energy use to a wide spectrum of people rather than only a few who have the up-front capital to
make the initial investment.

It should be noted that the repayment of the loan will be through a charge on the real property tax. Since
the real property tax is controlled by the counties, this program will need the buy-in of the counties since
the collection of the repayment will more than likely be made through the real property administration in
each county. Given that the loan repayment will be billed as part of the real property tax bill, there are
two issues that need to be addressed. First, if it is billed as part of the real property tax bill, is the amount
represented by the loan repayment deductible as real property taxes, deductible as mortgage interest, or
not deductible at all? Second, will the counties be willing to tack the cost of the loan repayment on to the
individual’s real property tax bill when county officials are already sensitive to the size of the real
property tax bill? In other words, will this additional cost make it more difficult for county officials to
raise real property taxes?

Digested 3/8/10
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HAWATII BUILDING AND CONSTRUCTION TRADES COUNCIL, AFL-CIO
Gentry Pacific Desfign Center, Suite 215A * 560 N. Nimitz Highway, #50 * Honolulu, Hawaii 96817

(808) 524-2249 - FAX (808) 524-6893

March 9, 2010

Honorable Senator Mike Gabbard, Chair

Honorable Senator J. Kalani English, Vice Chair

Members of the Senate Committee on Energy and Environment
Hawaii State Capitol

415 South Beretania Street

Honolulu, HI 96813

RE: IN SUPPORT OF HB 2643
RELATING TO CLEAN ENERGY BONDS.
Hearing: Thurs., March 11, 2010, 3:00 p.m., Room 225

Dear Chair Gabbard, Vice Chair English, and the Senate Committee on
Energy and Environment:

For the Record my name is Buzz Hong the Executive Director for
the Hawaii Building & Construction Trades Council, AFL-CIO. Our
Council is comprised of 16-construction unions and a membership
of 26,000 statewide.

The Council SUPPORTS the passage of HB_2643 that establishes a
clean energy bond loan program for renewable energy system and
energy efficiency improvements on residential and commercial
properties, and authorizes the issuance of general obligation bonds
to finance the program. Renewable energy generation is already
increasing craft union employment in Hawaii, and HB 2643
promises to create many more jobs for skilled organized workers
while making Hawaii less dependent on petroleum and reducing
carbon dioxide production.

Thank you for the opportunity to submit this testimony in support
of HB 2643,

Sincerely,
William “Buzz”%
Executive Director

WBH/hm
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Hawaii Solar Energy Association
Serving Hawail Since 1977

March 11, 2010 Senate Mark Duda
3:00 P.M. COMITTEEE ON ENERGY AND ENVIRONMENT President
HB 2643 HD2

TESTIMONY IN STRONG SUPPORT
Aloha Chair Gabbard, Vice Chair English, and Members of the Committee:

HSEA and its member companies sell the majority of solar systems, both PV and hot
water, in the state. As a result, HSEA is highly attuned to the solar marketplace, and well
positioned to understand the challenges and limitations that exist in that marketplace.
From this perspective, we strongly support the intent of this bill as well as a number of its
specific provisions.

HSEA notes that the most apparent financing need in our market exists with respect to
residential PV. Many customers that seek to purchase residential PV systems are either
unable or unwilling to meet the up front cost of these systems, even if they are then
reimbursed for a significant portion of this cost through state and federal tax credits.
Meanwhile, the private market has not done a good job of filling his vacuum, either with
standard home equity lines and loans, or with solar-specific lending products. There is a
tremendous unmet need for financing among middle class homeowners that we expect
to increase with time.

In the residential solar water heating market, this need is also significant. | personally
was involved in an effort to give away ten solar hot water systems where Oahu families
had only to advance about $3,000 per system (the precise value of the tax credits they
would later receive) for a few months in order to get the systems for free. A surprising
number of the selected winners declined because they did not have the $3,000 required.
From this | learned that the unmet need for financing also exists on these relatively more
affordable systems.

Thank you for the opportunity to testify on this measure.

Mark Duda

President, Hawaii Solar Energy Association

About Hawaii Solar Energy Association

Hawaii Solar Energy Association (HSEA) is comprised of installers, distributors, manufacturers and financers
of solar energy systems, both hot water and PV, most of which are Hawaii based, owned and operated.
Our primary goals are: (1) to further solar energy and related arts, sciences and technologies with concern
for the ecologic, social and economic fabric of the area; (2) to encourage the widespread utilization of solar
equipment as a means of lowering the cost of energy to the American public, to help stabilize our economy,
to develop independence from fossil fuel and thereby reduce carbon emissions that contribute to climate
change; (3) to establish, foster and advance the usefulness of the members, and their various products and
services related to the economic applications of the conversion of solar energy for various useful purposes;
and (4) to cooperate in, and contribute toward, the enhancement of widespread understanding of the
various applications of solar energy conversion in order to increase their usefulness to society.
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Protecting Maul's Future

March 10, 2010

To: Chair Morita and Members of the House Committee on Energy and Environmental
Protection

Re: HB2643 HD2 Relating to Clean Energy Bonds

Maui Tomorrow Foundation, Inc. strongly supports HB2643 which establishes a clean
energy bond loan program for renewable energy systems and energy efficiency
improvements on residential and commercial properties financed through the issuance
of general obligation bonds. We believe this financial vehicle to Hawaii residents is
needed if our state truly wants to support its Clean Energy Initiative’s goals for the 21°
century.

The Property Assessed Clean Energy (PACE) concept has been described as one of
"10 Breakthrough ldeas for 2010." It could fund clean energy projects -- like photovoltaic
and solar water heaters -- for every-day residents and small businesses. The PACE
program allows average citizens to save money on their electric bill while moving
Hawai'i towards its renewable energy goals. In Sonoma, California, construction jobs
increased by 8.4% after the implementation of a $100 million PACE program during a
period when neighboring counties experienced sharp drops in construction employment.
In Hawaii, over 600 jobs couid be created in just 1% of Hawaii's homeowners
participated in this program.

| thank you in advance for your support of the PACE program and hope that you will
pass this bill and ensure that it is properly funded with a general obligation bond that
residents can pay back over time.

Sincerely,
‘\‘?awuw ‘é?‘;‘?(;.i‘(.—(w

Irene Bowie
Executive Director

55 N. Church Street, Suite AS, Wailuku, Hawaii 96793 808.244.7570 www.maui-tomorrow.org
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From: Mr Green [mrgreenenergy @yahoo.com]
Sent: Friday, March 05, 2010 11:50 PM

To: ENETestimony

Subject: Testimony in Support of HB 2643 HD2

We build power plants that use hydrogen within water as fuel..

Anyway I can help.

Mahalo,
Dan Green

Mr Green Energy LLC

Green power generation systems.
o 817.576.1074

Cc 808.639,2193
Www.MrGreenEnergy.com

If you are interested in supporting our hydrogen based initiative, please make a tax
deductible donation at http://www.incfworld.org/project mr _green energy.htm
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From: Gibeau, Shestin [SGibeau@ymcahonolulu.org]
Sent: Tuesday, March 09, 2010 9:11 AM

To: ENETestimony

Subject: Testimony in Support of HB 2643

The Property Assessed Clean Energy (PACE) concept was justifiably described as one of
"10 Breakthrough Ideas for 2016." It could fund clean energy projects -- like photovoltaic
and solar water heaters -- for every-day residents and small businesses. This program allows
average citizens to save a few bucks on their electric bill while moving Hawai' i towards its
renewable energy goals.

While we understand it's hard to undertake new programs during an economic downturn,
the PACE program is needed to help create new jobs. 1In Sonoma, construction jobs increased
by 8.4% after the implementation of a $100 million PACE program during a period when
neighboring counties experienced sharp drops in construction employment.

I would ask that you strongly support this bill and ensure that it is properly funded
with a general obligation bond (not from the State coffers) that residents can pay back over
time.

Shestin Gibeau
Assistant Camp Superintendent

YMCA of Honolulu

Camp H.R. Erdman

(808) 637-4615 ext. 31

(808) 637-8874 fax

SGibeau@ymcahonolulu.org <mailto:SGibeau@ymcahonolulu.org>




DOWLING

COMPANY, INC

March 9, 2010

Hearing on HB2643, Relating tc Clean Energy Bonds
Before the House Committee on Finance
on Thursday, March 11, 2010 at 3:00 p.m. in Conference Room 225

Dear Chair Gabbard and members of the Committee:

I am writing on behalf of Dowling Company in support of House Bill No. 2643.
Dowling Company Is a Mauli-based real estate development company that is
committed to green building practices and sustainable development.

As Project Coordinator and LEED Accredited Professional, I support the general
provisions of this bill. Establishing a clean energy bond program in Hawaii will have
two significantly beneficlal effects. First, a clean energy bond program will pave the
way for a robust clean energy economy in our state, creating jobs retrofitting homes
and commercial buildings with energy efficient improvements and solar, wind, and
other renewable energy system Instailations. Second, a clean energy bond program
will increase the amount of renewable energy serving the Hawaii’s grid systems and
thus reduce our state’s reliance on imported fossil fuel. I applaud you for taking the
initiative on this measure and ask that you vote in favor of its adoption.

Thank you for the opportunity to testify on this important measure.
Sincerely,

o

Tia Ferguson



gabbard1 - Carlton

From: Pam Princenthal [pam@airiaq.com]
Sent: Tuesday, March 09, 2010 3:14 PM
To: ENETestimony

Subject: Testimony in Support of HB 2643

Aloha and to whom it may concern,

The Property Assessed Clean Energy (PACE) concept was justifiably described as one of "10
Breakthrough Ideas for 2010." It could fund clean energy projects -- like photovoltaic and
solar water heaters -- for every-day residents and small businesses. This program allows
average citizens to save a few bucks on their electric bill while moving Hawai'i towards its
renewable energy goals.

While we understand it's hard to undertake new programs during an economic downturn,
the PACE program is needed to help create new jobs. In Sonoma, construction jobs
increased by 8.4% after the implementation of a $100 million PACE program during a
period when neighboring counties experienced sharp drops in construction employment.

1 would ask that you strongly support this bill and ensure that it is properly funded with a
general obligation bond (not from the State coffers) that residents can pay back over time.

Mahalo, and Breathe Easy!

Pam Princenthal

AirCare Environmental Services, Inc.
1020 Auahi St. #4120

Honolulu, HI 96814

808-593-9600 Office

808-589-1664 Fax

pam@®airiag.com
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COUNTRY CLUB VILLAGE, Phase 2
ASSOCIATION OF APARTMENT OWNERS
1060 Ala Napunani Street
Honolulu, HI 96818

THE SENATE — REGULAR SESSION 2010
COMMITTEE ON ENERGY AND ENVIRONMENT

Thursday, March 11, 2010
3:00 Pm, Conference Rm. 225

HB 2643, HD2 — RELATING TO CLEAN ENERGY BONDS

Chair Sen. Mike Gabbard, V. C. Sen. J. Kalani English and Committee Members:

Good Afternoon. My name is Dante K. Carpenter, President of Country Club Village, Phase 2,
Association of Apartment Owners (CCV, Phase 2, AOAQO). Our Association continues to
explore the means by which solar and/or wind energy systems may be incorporated in Two (2)
21-story Hi-Rise structures with 469 units to reduce the cost of energy to its owners in the Salt
Lake area. I speak in strong support of HB 2643, HD2 Relating to Clean Energy Bonds, which
seeks to create a financing program for renewable energy systems and energy improvements on
residential and commercial properties. Further, the bill authorizes the issuance of general
obligation bonds to finance the program.

Please assure the applicability of this measure includes condominium Homeowner Associations,
such CCV, Phase 2, AOAO, and if not, we strongly suggest an appropriate amendment be
incorporated in clear language.

We wish to commend the authors of this forward thinking measure and support its intent to
reduce the homeowner’s and commercial user’s cost of electricity as well as reducing Hawaii’s
dependency on fossil fuels for energy purposes in the future.

We strongly recommend passage of HB 2643, HD2.

Mahalo a nui loa.
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Warch 10, 2010

Commitiee on Eneargy and Environment
Re: TESTIMONY IN SUPPORT HE 2643 HD 2 RELATING TO CLEAN ENERGY BONDDS

The Propery Assessed Clean Energy (PACE) concept was justifiably described as one of "10
Hreakthrough deas for 2010" by Harvard Business Review. It could fund dlean energy projects
- fike photovoltaic and solar water heaters - for everyday residents and small businesses. This
prograr allows sverage cilizens to save a few bucks on thelr eleciric bill while moving Hawal'l
towards iis renawable energy goals.

While we understand it's hard to underteke new programs during an economic downturn, the
PACE program is needed to help create jobs. In Bonoma, CA, construction jobs increased by
8.4% after the implementation of a $100 million PACE program during a period when
nelghboring counties experiencad sharp drops in construction employment.

P would ask that you strongly support this bill and ensure that it is properly funded with a general
obligation bond {not from the State coffers) that residents can pay back over time.

Thank you for the opportunily to testify on this measure.

) ({{{;‘,} Lo {,/-i“ "ﬁ?{/'&v@ma.\wﬂ
' Gary Kuanoni

Bates Manager
Hi-Tech Plumbing Corp.

weeows M LechPlumbingCom.com




March 10, 2010

Committee on Energy and Environment
Thursday, March 11, 2010
3:00 p.m.

RE: TESTIMONY IN SUPPORT
HB 2643 HD 2
RELATING TO CLEAN ENERGY BONDS

Aloha Chair Gabbard, Vice Chair English, and Members of the Committee:

The Property Assessed Clean Energy (PACE) concept was justifiably described as one of
"10 Breakthrough 1deas for 2010" by Harvard Business Review. It could fund clean
energy projects - like photovoltaic and solar water heaters - for everyday residents and
small businesses. This program allows average citizens to save a few bucks on their
electric bill while moving Hawai'i towards its renewable energy goals.

While we understand it's hard to undertake new programs during an economic
downturn, the PACE program is needed to help create jobs. In-‘Sonoma, CA,
construction jobs increased by 8.4% after the implementation of a $100 million PACE
program-during a period when neighboring counties experienced sharp drops in
construction employment.

I would ask that you strongly support this bill and ensure that it is properly funded with
a general obligation bond (not from the State coffers) that residents can pay back over

time.
Thank you for the opportunity to testify on this measure.

Sincerely,

Cyd Shizuru
Energy Specialist
Energy Industries

2660 Waiwai Loop » Honolulu, HI 96819 » P: 808.839.7300 » F: 808.839.,7400
www.energy-industries.com



Honeywell Utility Solutions
220 S. King Street - Suite #1460
Honolulu, HI 96813

Office (808) 537-5552

Fax (808) 537-5592

Committee on Energy and Environment
Thursday, March 11, 2010
3:00 p.m.

TESTIMONY IN SUPPORT
HB 2643 HD 2
RELATING TO CLEAN ENERGY BONDS

Chair Gabbard, Vice Chair English, and Members of the Committee:

The Property Assessed Clean Energy (PACE) concept was justifiably described as one of "10
Breakthrough Ideas for 2010" by Harvard Business Review. It could fund clean energy projects -
like photovoltaic and solar water heaters - for everyday residents and small businesses. This
program allows average citizens to save on their electric bill while moving Hawai'i towards its
clean energy goals.

While we understand it's hard to undertake new programs during an economic downturn, the
PACE program is needed to help create jobs. In Sonoma, CA, construction jobs increased by 8.4%
after the implementation of a $100 million PACE program during a period when neighboring
counties experienced sharp drops in construction employment.

I would ask that you strongly support this bill and ensure that it is properly funded with a general
obligation bond (not from the State coffers) that residents or businesses can pay back over time.

Should you have any questions on this matter, please feel free to call me at (808) 237-6853. Thank
you for the opportunity to testify on this measure.

Sincerely,

peie

Yvette Maskrey
District Manager



gabbard1 - Carlton

From: mailinglist@capitol.hawaii.gov

Sent: Wednesday, March 10, 2010 9:59 AM

To: ENETestimony

Cc: kauaibrad@hotmail.com

Subject: Testimony for HB2643 on 3/11/2010 3:00:00 PM

Testimony for ENE 3/11/2010 3:00:00 PM HB2643

Conference room: 225
Testifier position: support
Testifier will be present: No
Submitted by: Brad Parsons
Organization: Aloha Analytics
Address:

Phone:

E-mail: kauaibrad@hotmail.com
Submitted on: 3/10/2010

Comments:
Aloha Senators:

We support this bill and believe it should be funded with a substantial bond and that this
program should not affect the State's currently high bond rating under proper rule making and
program management by DBEDT.

Senators, have you noticed where the price of oil is right now? The clock is ticking. There
is no better time than now to start a well managed PACE program in Hawaii.

Mahalo,
Brad Parsons,
Aloha Analytics



t I K PO Box 240471 Honolulu, HI 96824 Ph.808.373.2257 Fax.808.373.3258

Committee on Energy and Environment
Thursday, March 11, 2010 3:00 p.m.

TESTIMONY IN SUPPORT
HB 2643 HD 2
RELATING TO CLEAN ENERGY BONDS

To whom it may concern:

The Property Assessed Clean Energy (PACE) could fund clean energy projects - like
photovoltaic and solar water heaters - for everyday residents and small businesses. This
program allows average citizens to save on their electric bill while moving Hawai'i
towards its renewable energy goals.

We have been involved in the local solar industry for over thirty years. Financing has
always been a key element and a major catalyst for a prospective client when considering
the installation of a solar system.

While we understand it's hard to undertake new programs during an economic downturn,
the PACE program is needed to help create jobs and rectify the very economic problem

that we all face; the committee should consider this very program as part of the economic
solution..

The implementation of a solar economy will stop the constant exportation of dollars from
our economy in exchange for imported oil; imported oil which ultimately could be
replaced entirely with a solar based economy.

No oil in; no money out of the economy. Billions of dollars are funneled out of our
economy for oil. To bolster and repair the economy this should be stopped as soon as
possible. This bill will help accomplish this.

In Sonoma, CA, construction jobs increased by 8.4% after the implementation of a $100
million PACE program during a period when neighboring counties experienced sharp
drops in construction employment.

I would ask that you strongly support this bill and ensure that it is properly funded with a
general obligation bond (not from the State coffers) that residents can pay back over time.

Thank you for the opportunity to testify on this measure.
Sincerely,

Scott Sparkman for Mercury Solar
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SENNET

CAPITAL

TO: Senate Committee on Energy and Enviornment
Honorable Senator Mike Gabbard, Chair

RE: Testimony in Support of HB2643 HD2 Relating To Clean Energy Bonds
HEARING: Thursday, March 11, 2009, 3:00 pm
Chairman Gabbard and members of the Committee:

I appreciate your committee’s consideration of HB2643 HD2, and welcome this
opportunity to submit testimony in strong support of it.

My name is Larry Gilbert, and I am the Managing Director and Chief Executive of
Sennet Capital LLC. Sennet Capital is a Hawai'i merchant bank that focuses entirely
on providing and arranging funding for Hawai'i companies and renewable energy
projects. We have become one of the leading experts in Hawai'i in renewable energy
project financing, and recently completed one of the largest solar project financings
done in Hawai'i when we arranged the financing for Hoku Solar to put solar panels on
all of the Neighbor Island airports for the State of Hawai'i Department of
Transportation.

As a provider of financing for renewable energy projects in Hawai'i, we see firsthand
how much Hawai'i could benefit by creating additional infrastructure, services and
funding to support renewable energy projects here. These programs create long-term,
good-paying jobs for our citizens as well as helping to get Hawai'i away from fossil fuel
dependency and protecting our citizens against the risk of ever-escalating prices for
energy.

The bond program set out in HB2643 HD2 provides one of the most powerful
mechanisms available in finance to help thrust Hawai'i to the forefront of adoption of
energy efficiency programs and renewable energy. Among its many benefits are

e It creates long term good-paying jobs in the installation, maintenance and
support of the systems

o It has no net cost to the State or the counties because it is a self-funding
revolving loan program

s For property owners, it is largely funded by using savings from existing energy
payments to pay for the costs of the systems and upgrades

As the Committees consider the bill, there are two points I wish to emphasize:

1. The use of a general obligation bond for funding of the loan program is
critical, because it allows the most efficient and cost-effective access to
capital.
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2. Half measures will not do. It is important to pass a bill that contains the
whole program, including funding via a general obligation bond,
appropriation for the bond program, and enabling the creation of the
infrastructure and systems necessary to implement the program.
Considerable time and effort are needed to put the necessary
infrastructure into place with the various counties and create systems for
efficient administration of the program to the public, so the actual
issuance of the general obligation bond indebtedness will not necessarily
need to occur for some time, and Section 6(e) of the proposed new
chapter affords the director the latitude to tailor the size and timing of
the issuance to the readiness of the program to accept it. But without a
clear signal from the Legislature that this program has been created and
will be enabled, the willingness of the counties and the private sector to
undertake the substantial expense and effort necessary to pave the way
will not be forthcoming.

Without steps like the one contained in HB2643 HD2, our State has little hope of
achieving the renewable portfolio standards contained in Act 155. Hawai'i has been
looked to by the nation as a leader in renewable energy adoption, and it would be an
embarrassment and a shame for us not to adopt a program such as this, which has
been well proven in other jurisdictions, heralded by the Harvard Business Review as
one of the top 10 breakthrough ideas for 2010, has no net cost to the State, and
creates jobs and energy security for our citizens.

For all of these reasons, Sennet Capital strongly supports HB2643 HD2, and urges
this Committee to recommend its passage to the Senate and the Legislature.

Thank you for the opportunity to submit this testimony, and please feel free to contact
me if I can be of further assistance.

Larry Gilbert

Managing Director

Sennet Capital LLC

55 Merchant Street, Suite 1560
Honolulu, HI 96813

Tel 808 457-1300

Email: LGilbert@sennetcapital.com
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TESTIMONY IN STRONG SUPPORT OF HB 2643 HD2, SUGGESTED AMENDMENT

Chair Gabbard and members of the Committee:

The Blue Planet Foundation strongly supports House Bill 2643 HD2, a measure that makes
available bond funding for energy efficiency and clean energy investments on residential and
commercial properties and allows for the bond to be repaid over time through a property tax
assessments on the subscribed propetties.

Blue Planet respectfully asks that this Committee amend HB 2643 with a minimum of $20
million in bonds to seed the statewide program (county revolving fund) and an effective
date of July 1, 2010.

The establishment of such a financing program, frequently called “property assessed clean
energy’—or PACE, overcomes the biggest barrier to energy efficiency and clean energy
investment: the up-front cost. The concept behind PACE is to make bond funding available for
residential efficiency improvements and clean energy installations. The bond financing is then
repaid over time through the investing residents’ property tax bills. Residents benefit by having a
lower total cost of home ownership immediately; the state benefits with an increase in efficiency
and clean energy; and the economy benefits from having steady growth in high-tech clean
energy and efficiency jobs.

Consumers have proven to be terribly short-sighted in their purchasing decisions when it comes
to energy saving technologies. Despite the environmental and long-term economic advantages
of converting to solar water heating, for example, only one in four Hawai‘i homes take
advantage of this technology. By eliminating the up-front cost and enabling residents to pay for
the investment through the energy savings over time, adoption of efficiency and clean energy
will accelerate. The PACE model makes such financing even easier by enabling the investment
payback to be integrated in the residential property tax—keeping the default rate low.

Jeff Mikvlina, executive director + jeff@blueplanetfoundation.org
55 Merchant Street 17th