BEFORE THE

CALI FORNI A ENERGY COW SSI ON

In the Matter of: ) Docket No. 09-ALT-1
Al ternative and Renewabl e Fuel and )
Vehi cl e Technol ogy Program 2010- 2011 )

| NVESTMENT PLAN PUBLI C WWORKSHCOP

St ockt on, CA

TUESDAY, MAY 25, 2010
9:00 A M

Reported by :
Tahsha Sanbrail o

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



APPEARANCES

CEC

Lesl i e Baroody
Charles Smth
Peter Ward

Pi |l ar Magana
Public

Susan Patterson, Gas Technology Institute

Russell Teal, Biodiesel |Industries

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



I NDEX

Page

Openi ng Conment s

Lesl i e Baroody 4
Present ati ons

Charles Smith 7

Peter Ward 9
Questions and Answers 14
Public Coment Peri od 19
Adj our nnment 20
Certificate of Reporter 21

CALIFORNIA REPORTING, LLC 3

52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PROCEEDI NGS

MAY 25, 2010 9:00 a. m

MS. BAROCDY: Wl l, good norning to all of you
here today. W are really glad that you canme out for this
wor kshop. W al so have sone peopl e on WebEx today, so
wel come to you, as well. Just for your information, this
session will be recorded.

| am Leslie Baroody. | am Project Manager for the
2010- 2011 Alternative and Renewabl e Fuel and Vehicle
Technol ogy Program And we are just glad to be here in
Stockton and we are thankful to the San Joaquin Council of
Governments for allowng us to use this very nice facility.

Qur agenda today will include an overview of the
AB 118 program the funding status, and the 2010-2011
| nvestnent Plan. W will have tinme for questions and then a
public conment period. After | review the AB 118 Program
we w il have Charles Smth, our Co-Project Manager for the
| nvest nrent Pl an, cone and review the status of AB 118 funds,
foll owed by our Program Manager, Peter Ward. And he w ||

review the 2010-2011 I nvestnent Plan. After staff’s

presentation, we will answer any questions you have and, if
we have time before lunch, we will go ahead with public
coorment. |If you would |like to speak during the public
comment period, we have blue cards that you can fill out and

hand over to Pilar or Charles, and if you are on WbEx and
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woul d |'i ke to speak, please let Pilar know.

Ckay. | will try to get nmy PowerPoint to work
here. The Alternative and Renewabl e Fuel and Vehicle
Technol ogy Program was established by Assenbly Bill 118 in
Cct ober of 2007, and | ater anmended by AB 109 in 2008. The
purpose of this programis to devel op and depl oy i nnovative
technol ogies that transform California s fuels and vehicle
types to help attain the State’s clinmate change policies.

Si nce 2003, key policies have been adopted in California to
achieve the State’' s petrol eumreduction and climte change
goals. Prior to AB 118 s adoption, Executive Order S 305
established the goal of petroleumfuel use reduction to 15
percent bel ow 2003 | evels by 2020. In 2006, AB 32 was
adopt ed, which established the goal of reducing greenhouse
gas enmissions in California to 1990 | evels by 2020, and 80
percent bel ow 1990 | evels by 2050. AB 1007, the Pavl ey
Bill, adopted in Septenber of 2005, required the Energy
Comm ssion to develop a plan to increase the use of
alternative fuels in California. The resulting State

Al ternative Fuels Plan set a goal of increasing alternative
and renewabl e fuel use. Finally, Executive Order S 606
established an in-state biofuels production goal of
producing in California 20 percent of biofuels used in-State
by 2010, 40 percent by 2020, and 75 percent by 2050.

In order to provide a market nmechanismto carry
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out these policy objectives, AB 118 authorizes the Energy
Comm ssion to devel op and depl oy innovative fuel and vehicle
technologies to achieve the State’s key climte change and
energy policy objectives. The program spans seven and a
hal f years and it has a sunset date of January 1%, 2016. In
Fi scal Year '08-'09, $75 million was awarded, and in Fiscal
year '09-'10, $101 mllion was awarded for a conbi ned total
of $176 million. In this year’s Investnment Plan, the 2010-
2011, the plan request is for $108 mllion. These awards
are to be nmade w thout adopting or advocating any one
preferred fuel or technology. They also cannot be used for
projects that are required by state, federal or district
rules or regul ations.

The program addresses the state’s need for
wor kf orce training for the energi ng green econony and the
need for job creation. The Energy Conmm ssion mnmust al so
establish the sustainability goals to make sure the
program s projects do not adversely inpact natura
resources. GCetting the word out about the programthrough
mar keti ng and public education and outreach is essential to
ensure success of the program And finally, there is an
ongoi ng need for technical assistance, as well as
envi ronnmental , market and technol ogy analysis to support the
devel opnent of the Investnent Plan.

The Energy Comm ssion is required to devel op and
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adopt an annual Investnment Plan which determ nes the
priorities and opportunities for programevents. This plan
must include input froman Advisory Commttee throughout its
devel opnent. The process of devel oping the Investnent Plan
i nvol ves stakehol der input via workshops, a public docket,
and Advisory Commttee neetings. For the 2010-2011 Pl an, we
conducted five public industry workshops last fall for each
of the fuel types and have held two Advisory Conmittee
neetings since then. Currently, we are conducting three
publi c workshops and that will be foll owed by a 30-day
public review period before adoption.

As you can see by the schedule, after this
wor kshop, we will have one nore to be held in San Franci sco
at the CPUC on Thursday. W wll then incorporate any
changes into the Investnent Plan and post it on our website
at the end of June. And then, during the 30-day public
review period, we plan on having a public hearing in md-
July followed by the Energy Conm ssion adoption of the plan
at the end of July. So, once again, we really appreciate
your presence here and now | would Iike to wel cone Charl es
Sm t h.

MR SMTH H . | amCharles Smth, thank you
Leslie. | would Iike to go through a brief wal kt hrough of
our funding sunmary for the programso far, so these are

funds that have been all ocated based on the previous
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| nvestment Plan. First of all, we have spent $50 nmillion on
wor kf orce devel opnent through a series of agreenents. W
had an ARRA cost sharing proposal a few nonths back. W
spent about $36.5 million on projects that received Federal
fundi ng through the Anerican Recovery and Rei nvestnent Act.
For our $36.5 million, we received federal contributions of
about $93.6 million. W have closed three PONs for $44.8
mllion, so about $21.5 million for biomethane production
facilities, $9.5 mllion for medium and heavy-duty
vehicles, and $13.8 mllion for fuel infrastructure for a
variety of fuel types — natural gas, ethanol, electric, and
so forth. W have al so devel oped an interagency agreenent
wth the State Treasurer’s Ofice, and this includes a
Mast er Agreenent for $39.9 million, of which we have two
cl osed PONs, they closed just |ast Monday, | believe —
sorry, last Thursday. Those would be for new bi of uel
plants, $14.9 nmillion, and in-State manufacturing facilities
for $19 million. And then we have an Ethanol Producer’s
I ncentive Programthat will fund up to $6 mllion, and | say
“up to” because that programw || provide a per-gallon
incentive based on the market value of ethanol. It wll
al so hel p producers transition to advanced fuels and
t echnol ogi es.

In the future, we have $6.6 mllion allocated

t owar ds devel opi ng nedi um and heavy-duty vehicle Center of
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Excel l ence, $22 million for hydrogen fueling infrastructure,
of which $3 million we are intending for an interagency
agreenent with AC Transit and the other $19 million will be
rel eased in a Program Qpportunity Notice, $2 mllion will go
t owar ds propane school bus incentives, $2 mllion wll
assist us in our sustainability analysis, $4 mllion has
actually just been approved at a recent Energy Comm ssion
Busi ness Meeting, and that will be with the Division of
Measur enent Standards to hel p devel op appropriate standards
for biodiesel and hydrogen fuel. And then, finally, $1.45
mllion for the National Renewabl e Energy Laboratory and UC
Irvine street nodel, to help us with our technical analysis.
At this point, | would like to turn it over to Peter Ward,
who will provide a summary of the new I nvestnent Plan for

Fi scal Year 2010-2011.

MR. WARD: Thank you, Charles. Good norning,
everybody. Thanks for comng. | would |ike to go over the
| nvestnent Plan, a summary for the allocation for Fiscal
Year 2010 and 2011, and the funding all ocation nethodol ogy
is one that we are sticking to fromthe first Investnent
Pl an, where we set out a nethodol ogy to capture the nost GHG
reductions for the year 2020 that triggers AB 32 and 2050,
that was a goal devised by the Governor’s Executive Order to
achi eve a 80 percent below 1990 | evels by the year 2050. W

performed a gap analysis in the First Investnent Plan, as
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well, and that is to determine the available gaps, that is
the strategic use of ARRA funding that would fill those gaps
that are left by public and private investnents in these
fuel areas and technol ogy areas. And then we have a section
in our Investnment Plan that goes into the non-GHG categories
in the program or market devel opnent support.

Funding allocation for electric drive is proposed,
as Leslie nentioned, this is the proposed Investnent Pl an,
it will go through a public review and becone a
transportation conmttee docunent for approval in |ate July.
The devel opnent and denonstration of advanced on- and non-
road medi um and heavy-duty technology is slated at $14
mllion; infrastructure-related activities, $3 mllion, and
manufacturing facilities and equi prment, $7.5 mllion. The
manufacturing facilities and equi pnment is a foll ow on,
actually all three of these are followon activities from
the first Investnent Plan, and we just received proposals on
manufacturing facilities for nedium and heavy-duty
denonstrations, as well.

The funding for hydrogen, next year, is for
infrastructure, $14 mllion. O that, there will be an
anount that is in place for now, and we hope that we will be
getting a |l ot of responsive proposals for hydrogen
infrastructure on a $19 mllion Program Qpportunity Notice

that we plan to rel ease on Thursday. W do expect that that
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will be focused on the clusters of vehicles that are
clustered in the Southern California area, the Bay Area, and
in the Sacranento area, and justified by the nunber of OEM
fuel cell deploynments so that we can match that w th needed
infrastructure to assure that the comercialization of fuel
cell vehicles has a snooth trajectory.

Fundi ng al l ocations for gasoline substitutes, this

has a different nane; in the past we have called it

“ethanol ,” but we understand that it is a broadening world
for gasoline substitutes, it nay be “ethanol,” it nmay be
sonme ot her renewabl e fuels, bio-butanol, and others. The

expansion of the E-85 dispensers and retail outlets is
slated at $8.5 million, gasoline substitute production in
California at $10 nmillion. This probably would go on as an
add-on to the agreenent we have struck with the O fice of
the State Treasurer for |oan guarantees and | ow i nterest

| oans for production facilities in California. W also have
fundi ng avail able for pre-devel opnent feasibility for
renewabl e feedstocks and better feedstocks as we inprove the
GHG profile of these gasoline substitutes over tine.

Fundi ng al l ocation for diesel substitutes, diesel
substitute production, $5 mllion, and again, we wll be
enphasi zing the use of |ower GHG or | ower carbon feedstocks,
primarily fromthe waste resources, but fromothers, as

wel |, and continuing with funding for bulk term nal storage
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and blending facilities, we had $4 mllion available in the
current Investnent Plan, and we have announced projects that
basically would expend all $4 mllion, and we are continuing
that category into the 2010-2011 Fiscal Year, as well, for
$5 mllion.

Fundi ng al l ocation for natural gas, nmedium and
heavy-duty vehicles, is $12 nmllion. Upgrades to fueling
stations is $2 mllion. W see this as an energi ng need,

t he upgrade of the fueling facilities, many of the public
entities, public cities, counties, and |ocal governnents,
and school districts have invested in fueling stations for
natural gas and we would like to nake sure that those
conti nue operation. Sone of those have to re-tank or can
refurbish, upgrade, we would like to see that that is
acconpl i shed so that those fleets can continue to provide
natural gas to their buses and their white fleets in the
cities and counti es.

Bi omet hane production was a very successf ul
solicitation that we had in the first Investnment Plan at
$21.5 mllion. W have funded four projects totaling about
$21.5 mllion, so we are continuing this category with an
additional $10 million this next fiscal year.

The funding allocation for propane is $3 nillion
for light- and nediumduty vehicles. This continues the

propane avail abl e for school buses and, as l|ight-duty
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vehicles, this could be pick-up trucks or shuttles in the
shuttle fleets, and we have $3 mllion available for that.
Fundi ng al l ocation for innovative technol ogies,
this is sonething that is also a continuation, we are trying
to establish Centers of Excellence and provi de additional
i nnovative support for the technol ogies and fuels as we go
f orward. W would like to optim ze the alternative and
renewabl e fuels, control systens, and vehicle fuel
i ntegration systens, advanced internal conbustion engines
resulting in a 40 percent efficiency inprovenment, |ight
weighting in materials, energy storage, battery recycling
and reuse, electronic and electrified conponents, and idle
managenent technol ogy and aerodynamc retrofits that
decrease fuel consunption. This is a category for a total
of $3 mllion.
Fundi ng al |l ocation for Market and Program
Devel oprment, program nmarketing and public education and
outreach, $2.5 mllion, sustainability studies, $2.5
mllion. | should nmention, the sustainability aspect of the
programis very inportant to us. W want to make sure that
we establish fuels and vehicle technol ogies that are far
nore sustainable than we have in the past, and so we are
| ooki ng at that and we have underway the setting of
particul ar goals so that we can inprove year to year on the

sustainability profile of the alternative fuels and advance
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vehi cl e t echnol ogi es.

Techni cal Assistance and Environnental Mrket and
Technol ogy Anal yses, $6 million. This is an inportant
category so that we can nmake sure that the programis well
informed as we go forward, and take advantage of all of the
| at est devel opnents in fuels and vehicle technol ogi es, and
they can therefore be assimlated into the program and
program of ferings that we have in future years.

That concludes the -- in a nutshell version — of
t he 2010- 2011 Investnent Plan. And | think we can take
guestions. |If you signed that blue card, we will go through
t hose bl ue cards.

M5. PATTERSON: | have a question.

MR. WARD: Yes, is that Susan Patterson?

M5. PATTERSON: Yes, Susan Patterson with the Gas
Technol ogy Institute. Good afternoon — good norning. Susan
Patterson, GIl. The slide that says Anticipated Future
Fundi ng, can you tell ne what the tinme period is for that,
the rel ease of that noney? |Is that ’'09-' 10 noney?

MR. WARD: \Which slide?

M5. PATTERSON: It says “Anticipated Future
Fundi ng,” yes, that one. WII| those be released in the next
f ew nont hs?

MR. WARD: Yes.

M5. PATTERSON: And it is *09-'10 noney?

CALIFORNIA REPORTING, LLC 14
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MR WARD: It is '09-'10 and in sone cases — |
guess it is all "09-"10 because we think we have al ready
encunbered up for ’08-'009.

MS. PATTERSON: And the release of this would be —
t he Program Qpportunity Notices would be?

MR WARD:  Soon.

MS. PATTERSON:  Soon.

MR WARD: Well, the medium and heavy-duty Center
of Excellence, has that been released yet? | think that has
been rel eased. The hydrogen solicitation will be rel eased
Thursday. Propane school bus incentives are being readi ed
right now. Division of Measurenent Standards was approved
at the Business Meeting | ast week. And the NREL and UCI
street nodel, those are underway. W are just drafting
agreenents for those right now.

MS. PATTERSON: So those, for instance, need to be
rel eased by the end of the fiscal year, June 31%'?

MR. WARD: By the end of this next fiscal year,
yes.

MS. PATTERSON. Ckay. And so the Investnent Plan
summary that you have just been outlining because avail able
in July for 2010-20117

MR. WARD: Yes, July 1, in theory.

M5. PATTERSON:. Yeah, maybe a little |ater.

MR. WARD: It depends on when they sign the
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budget, which may be after the 1°' of July.

MS. BAROODY: The Investnent Plan will probably be
approved at the end of July.

M5. PATTERSON. Ckay. And ny |ast question, can
you explain what the Medium and Heavy-Duty Vehicles Center
of Excellence is? And when that would be rel eased?

MR. WARD: What we are trying to establish here is
California s | eadership position in technol ogy devel oprent,
as we had a | egacy for aviation, aerospace, and IT, we want
to continue this through the Medium and Heavy-Duty Center
of Excellence. This is establishing such a center that can
do a host of things for nmedium and heavy-duty vehicle
technol ogies. W hope this can be kind of a host site in
the future where the technol ogies are eval uated and
i mproved, kind of like, if you will, a Skunk Works, it is
not really that anal ogous, but it is that sort of thing, and
this could be a potential conduit for funding denonstration
projects. This establishes that Center of Excellence so
that these different and worthy technol ogi es can be brought
forward through the Valley of Debt to pre-conmerci al
denonstration, and denonstration to commrercialization.

M5. PATTERSON. So it is not a technol ogy
devel opnment opportunity, it is a creation of a host site/ --

MR WARD: Well, it could be a virtual host site,

| do not think we are being specific as to an address, but
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what we do want it to be is bringing these technol ogies
along, this is kind of where the technol ogies are applied
science at this point, nmaybe may have value in the future,
but we would not know that until we get to denobnstration,
and so we would |ike to have kind of a sanctuary where these
t echnol ogi es can be fostered and brought to pre-conmerci al
denonstrations. And our program well, for the nost part it
funds conmercial applications. W can go back as far as to
R&D, and RD&D being the denbnstrations. So we are cogni zant
of the continuumthat we want to nmake sure that these things
make it through frompure R& all the way to

commerci alization, those that are viable. And this would be
a help to that, and we think it could be, once established,
a conduit to the potential funding of projects. These
centers could propose denonstration projects that would
carry it fromtheir work on into pre-comrercialization

M5. PATTERSON. Thank you.

M5. BAROODY: Thank you. Any other questions?

M5. MAGANA: | have one on the phone.

MS. BAROODY: (Questions on the phone, on the
WebEx?

M5. MAGANA: Russell Teal ?

M5. BAROODY: (kay, go ahead, Russell.

MR. WARD: Hello, Russell.

MR. TEAL: H Peter, this is Russ Teal from
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Bi odi esel Industries. You know, given the fact that CARB
has done the Low Carbon Fuel Standard anal ysis for biodiesel
[i naudi bl e] and found that it is the second best mtigant of
greenhouse gases, | amwondering why there is so little in

t he budget for diesel substitutes, and in particular,

bi odi esel from advanced feedst ocks.

MR WARD: Well, we have tried to assimlate what
is available in the industry and what is needed in the
industry, and it is comments such as the one you just made
that we are guided by. Apparently we may not have heard
ot her opportunities, and this is why this is the iterative
process, though we are close to going out to a Draft
| nvest nent Plan, we are hoping to get the comments just
simlar to that which you have just nade. W are open to
that. | think in the biodi esel production area, or the
di esel substitute production area, we are open to exploring
different feedstocks, renewabl e and purpose grown crop
f eedst ocks that woul d provide | ower carbon clean fuels. So
| think we are still open to that, but we would certainly
wel conme your comments to our docket. | think that is
sonething | do not think we have nentioned — that we do have
an open docket for this process. It is available on our
website, if you can provide us your good suggestions for the
project areas, as | nentioned, we are guided by the

met hodol ogy to attain the highest GHG reductions, but we
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al so have to marry that up with what are the nost viable and
needed projects in the California | andscape right now, so it
is the conbination of those two, the nmethodol ogy and hearing
of the good project opportunities that are out there for us
to fund. So as we do our Investnent Plans year to year, we
are hoping to marry those both up to nake sure that we hit
the market and hit the need out there. So your suggestion
is a wel come one, Russ.

MR TEAL: Thanks. Well, I wll make sure that
you get that in witing, as well, and in sone nore detail.

MR. WARD: Great, thank you.

M5. BAROODY: Any other questions? |If not, if
not, oh, everybody is unmated on the WbEx, so if you have a
question, please go ahead. kay, well, it looks |Iike we can
nmove right into our public comment time. And if there is
anybody here that would like to nake a public coment, now
is the tinme. Either of you? Anybody on the WebEx?

MR WARD: It is heartening to know that we have
nmet the nmeasure and hit the mark for our Investnent Plan,
and that we have conpletely enunciated it clearly to
everyone, that there are no questions.

M5. BAROODY: O comments.

MR WARD: O even comments. | think we got it
right, we presented it clearly, and we anti ci pated

guesti ons.
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M5. BAROODY: Ckay, well, if there are no further
guestions or coments, | think we will adjourn the neeting.
And once again, we encourage you to submt comments to our
docket and, also, if you would like to be on our Listserve,
pl ease go to our website and there is a place to sign up for
the Listserve. So thank you, once again, for being here
today. W really appreciate it.

(Wher eupon, at 9:28 a.m, the workshop was adjourned.)

- 00o0-
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