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PROCEEDI NGS

10: 00 A M
M5. KOROCSEC. Good norning, everyone. |’m Suzanne
Korosec; | |ead the Energy Comm ssion’s Integrated Energy

Policy Report, or IEPR, unit. Welcone to today’ s hearing on
the Commttee Draft 2009 Integrated Energy Policy Report.
Today is our last |IEPR hearing, we’ve slogged through 35 of
these things, today’s nunber 36 and this is it.

COW SSI ONER BOYD: On, that’s a new | ow.

M5. KOROSEC:. Just a few housekeeping itens before
we get started. Qur restroons are out in the atrium
t hrough the doubl e doors and to your left. There' s a snack
roomon the second floor, at the top of the stairs in the
atrium under the white awning.

And if we need to evacuate the building for any
ki nd of energency, please follow the staff out the door to
the park that’s kiddie corner fromthe building and wait
there for the all-clear signal

Today’ s hearing is being broadcast through our
WebEx conferencing system and parties should be aware that
we are recording the workshop. W' |l make the recording
avai |l abl e on our website a day or so after the workshop,
followed by a transcript within about two weeks.

We have a very sinple agenda today. Opening

coments; 1’1l give a brief overview of the main
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recommendati ons contained in the report and then we’ll nove
directly onto public comrents.

During the public comrent period we’ll hear first
fromthose of you that are here in the roomand then we’l|l
open up the lines for those who are listening in on the
WebEx. For those of you in the room please conme up to the
center podium and speak into the m crophone there so we can
capture your comments in the transcript and al so nake sure
that the WebEx participants can hear your comments.

And it’s also helpful if you can give our court
reporter a business card when you cone up to speak, so that
we can make sure that your nanme and your affiliation are
correct in the transcript.

W will also be accepting witten comments until
cl ose of business October 28'", and we encourage parties to
be as conprehensive as possible in those witten comments.

And with that, Conm ssioner Byron, I'Il turn it
over to you for opening remarks.

COWM SSI ONER BYRON:  Thank you, Ms. Korosec, and
again | apologize for starting a little bit late this
nor ni ng.

Good norning, everyone; |I'’mJeff Byron and |I’mthe
Chair -- | should say the Presiding Menber of the Integrated
Energy Policy Report Commttee.

And with ne at the dais here this norning is the

Cdifornia Reporting, LLC
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Associ ate Menber of that Commttee, as well as our Vice
Chair, Conm ssioner Boyd, and with himis his senior
advi sory, Ms. Sarah M chael s.

To my right is Conm ssioner Levin, who's joining
us, I’'mpleased to see, this norning.

And all the way to the far right is my advisor,
Ms. Laurie ten Hope.

| hope that we’ll have perhaps one nore
Comm ssi oner, our Chair, Karen Douglas, joining us soon as
wel | .

A coupl e of introductory remarks, | want to make
sure that we’re all clear on the purpose of what we’'re doing
here today. W’re here to receive public conment on the
Comm ttee’s reconmendations prior to the rel ease of the
final IEPR, Integrated Energy Policy Report, for the ful
Cormi ssi on consi deration on Decenber 2", at a Business
Meeting in this room

A coupl e of comments to those that are here this
nmorning and listening in, we appreciate your participation
very much, that’s how this process works.

| think you all know that the Legislature requires
this Comm ssion to create this policy report, which we' ve
been doing for a nunber of years now.

If you'll indulge nme for a second, I’mgoing to

read to you Senate Bill 1389, which requires us to “conduct
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assessnments and forecasts of all aspects of energy, industry
supply, production, transportation, delivery and

di stribution, and demand and prices. The Energy Conm ssion
shal | use these assessnents and forecasts to devel op energy
policies that conserve resources, protect the environnent,
ensure energy reliability, enhance the State’ s econony and
protect public health and safety.”

Ms. Korosec is going to go through nore detail in
her presentation, | should say she’' Il review, at |east, the
process we’ ve been going about and your input to that
process is extrenely inportant. And if we haven’'t exhausted
you yet with all the governnent processes that we’ ve
conducted here at this agency and others, | certainly am
soliciting your input now, both today verbally, as well as
in witing.

We’ve had a very dedicated staff. | should say
that all of our staff has been working on this IEPR in one
way or another over the past year, but we now have M.
Korosec and staff that is dedicated to assisting this
Commttee, and that’s a relatively newitemfor us and we’'re
so pleased that she has pulled together a very good teamto
work on this. Only about eight nore weeks to go, Ms.
Korosec, and then you can take sone vacati on.

But, you know, | have to tell you that it’s not

quite the IEPR that | envisioned when | took on the
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assignment wwth this Conmttee a couple of years ago. W
really wanted to address a nunber of other issues that we
really -- that we haven't been able to get to. And, of
course, that’'s partially because things have cone up, a
financial crisis for the State, the work that this

Comm ssion’s done on the American Recovery and Rei nvest nent
Act funding efforts. Furloughs, as | think you all know,
have affected this agency as well as others.

So we’ve had to curtail a little bit. O course,
that’s part of the other process |I think that we al ways have
to do when we do our Integrated Energy Policy Report is that
we have to manage what | call IEPR creep. It is an enornous
undertaking to address all these energy issues.

But we did get early input and invol venment from
the utilities in this State, the stakehol ders, and certainly
as | indicated the staff has done an extraordinary job. It
just doesn’'t quite cover all the topics that we wanted to.

And in fact you'll notice that in the notice for
the neeting, on page 2, near the top of the page, we
indicated that there was particular interest in getting
additional information fromyou today on inplenentation of
33 percent renewabl e portfolio standard, the hybrid
electricity market, and inproving the electricity
procurenent process, topics that Comm ssioner Boyd and |

feel that we'd like to address in sone nore detail before
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the final docunent goes out.

To nmy fellow Comm ssioners, |I'd Iike to indicate
that this is certainly your opportunity to provide your
input. O course, you have up until the tine we approve it
to provide any of that input and | want to assure you that
the Comm ttee wel cones your input verbally and witten as
wel | .

W' ve worked tirelessly to produce the docunent
and make sure it’s as conprehensive to the scoping order
that we issued in January as we possibly can.

| have a strong interest, and | believe this
Comm ssion should as well, in trying to get this docunent to
the Governor’s office and the Legislature before the year
ends, as required in SB 1389, which also directs all the
government agencies or entities in the State to use this
information and analysis that’s in the IEPR to carry out
their energy related responsibilities.

W’ ve had excellent participation on the part of
the Public Uilities Conm ssion. Conmm ssioner Boyd and |
have entertai ned Comm ssioner Bohn's participation as a
representative fromthe PUC on a nunber of our workshops,
and the |Independent System Qperator has participated as
wel | .

|’ ve taken the charge very seriously that you’ ve

given nme in the responsibility to conduct the | EPR hearing
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process and the creation of this report.

This has been a commttee draft until now and in a
way | think we're handing it over to the full Conm ssion for
changes and consideration prior to the Decenber 2" neeting,
which will require the full support and approval of the
Comm ssion before it goes out.

| think youll find that this conmttee wll be
very responsive to your input and your comments.

Wth that, I'"mgoing to turn to nmy Associ ate
Menber, Comm ssioner Boyd, and ask if he’d like to nmake any
openi ng renmarks.

COWM SSI ONER BOYD:  Thank you, Conm ssioner Byron
you were very conprehensive in your opening renarks,
particularly pointing out the references to the |anguage in
Chapter 568, or SB 1389.

This is indeed, well as | viewit, the penultimate
2009 I EPR public process, we still have the last public
hearing to be hel d.

And while -- and | would commend Ms. Korosec, who
has been the staff driver for this process, when she
announced this is hearing nunber 36, and while it seens an
eternity, we didn't even cone close to the record
Comm ssi oner Geesnman and | set in 2005, of 65 public
hearings. And it’s always been a goal of this agency to

never approach that record every again and, Suzanne, you’ ve
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done a marvel ous j ob.

But we’ve cone a |long way since 2005 or 2003, the
first one I had the pleasure of chairing, and now |’ m back.

And I’"mnot quite going to let go of this, even
t hough we, the Conmttee, have allegedly put it out to the
public and the rest of the Conm ssioners to comment on,
think you and | deserve, reserve the right to reflect on
what we hear today and recommend even nore, perhaps,
additions, corrections, and what have you, as well as input
fromour fellow Comm ssioners.

Vell, you pretty well highlighted what the | aw
said about what this is all about. And I’ma survivor of
the electricity crisis and was there as the Legislature, as
frankly, Senator Bowen introduced this bill, which Senator
Share then picked up, which I think was one of the nost
positive outcones of the -- reflecting back on what just
happened to us in California when the electricity crisis
occurred and | thought this was a brilliant piece of
| egi sl ati on.

Now, | keep saying “electricity crisis” because at
the tine everybody called it the “energy crisis” but it was
truly an electricity crisis.

But the Integrated Energy Policy Report was
suggest ed because there was a recognition that we needed to

| ook at all the energy sources, which | like to kind of
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divide into electricity, natural gas, or as it’s becom ng,
nmet hane, because we get it from sone unnatural sources these
days, as well as transportation fuels.

And the genesis of this Conm ssion, if you want to
go back 30 plus years, was a product alnost nore of the
M ddl e Eastern oil crises and transportation fuel issues
than it was what nost of us m stakenly assuned was the
seem ngly insatiable appetite of Californian’s for
el ectricity and the projections of the incredible increased
demands and thus nore power plants, including all kinds of
tal k about incredible nunbers of nuclear plants down the
California coast and what have you

So the Energy Conmi ssion’s foundation was
predi cated on | ooking at all energy and the IEPR has it
| ooking at all energy and it really, in a sense, is supposed
to be a recommended State energy plan. | think that’'s what
was envi sioned and that’s what we’d like to see out of it.

The | aw provides that the Governor -- we submt it
to the Governor and he has, | believe, 90 days with which to
reflect on and then nake reconmendati ons to the Legisl ature,
and then it’s encunbent on the Legislature to consider the
report and any of the Governor’s recommendations, and those
areas where policy guidance is recomended to debate whet her
or not said policy guidance is needed.

And | know you and | have tal ked to the energy

Cdifornia Reporting, LLC 12
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chairs in the Legislature about wanting themto fulfill that
responsibility and helping themfulfill that responsibility
when this is a finished docunent.

So with that underscoring of the extrene
i nportance of this docunent, in spite of the boring title
and the long process that’s involved, it really is nmeant to
be a significant vision of where California energy policy
shoul d be going and it’s encunbent upon us to rem nd our
associ ated energy agencies as well as the Legislature of
that, and I know that we will when we get this process
finished.

| don’t think either you or | are |ooking to stay
| onger than our current terns on this Conm ssion, anyway.

So with that, thank you for the opportunity.

COWMM SSI ONER BYRON:  Commi ssi oner, thank you, and
thank you for rem nding ne we are not done as a Conm tt ee,
and also to say thank you very much for your assistance in
all of this over the last really two years, now. So eight
nore weeks.

|’mgoing to turn all the way to Comm ssi oner
Levin. Comm ssioner Levin, would you like to nake any
i ntroductory remarks?

COMM SSIONER LEVIN: | would |ike to thank the
Conmittee and the staff for the -- now, | understand it’s a

smal | nunber of workshops |I'’mhearing that led to this draft

Cdifornia Reporting, LLC 13
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report. And | want to thank you for being very receptive to
comments so far fromny office. I’mnot a |ight editor,
really. And we |ook forward to staff’s presentation today
and especially to the public comment as the first real
unveiling of the draft, | think, the corment fromall of

you, fromthe public, fromdifferent stakehol ders and ot her
experts is critical in this juncture. So thank you.

COWMM SSI ONER BYRON:  Thank you, Comm ssi oner.

"Il save the stake of all the TV standard comments that we
got fromyesterday, | won't go through that again.

Chai r man Dougl as.

COWM SSI ONER DOUGLAS:  Wel |, good norni ng,
everybody. And | will be brief, I wanted to nake sure that
| thank the I EPR Conmittee, Conm ssioners Boyd and Byron,
for your hard work in getting us to this point. This has
been a major effort and tinme after tine |I | ooked for one or
the other of you, only to hear that you were both down in an
| EPR wor kshop. And | know that this has been a very nmgjor
time coomtnent for you and certainly for staff throughout
t he organi zati on.

So | have had the opportunity to | ook through the
draft. [|I’mvery pleased that you brought us to this point
and | |l ook forward to being here wwth you this norning and
hearing fromthe public, as well.

COWM SSI ONER BYRON: Good. Thank you, Madam

Cdifornia Reporting, LLC 14
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Chai r man.

It makes it sound by our comments that we’re done,
that it’'s perfect, and that it’s all over. It is not. W
very much need your coments and input.

And so I'"'mgoing to turn to Ms. Korosec who, I
think, has a pretty conprehensive presentation with regard
to the recommendations in the I EPR and she’ Il review those
for us.

Ms. Korosec, please don't feel |like you need to
rush, there’s a lot of content to what you have to say.

M5. KOROSEC: Al right, 1'Il try to slow down and
not talk like a little bird up here.

Comm ssi oner Byron covered nuch of the background
on the I EPR, but Public Resources Code requires the Energy
Comm ssion to prepare the Energy Policy Report every two
years, that provides integrated assessnents of mmjor energy
trends and issues that are facing the electricity, natural
gas, and transportation fuel sectors in California, and to
make recommendations to ensure reliable, secure and diverse
energy supplies.

As Commi ssi oner Boyd nentioned, the first | EPR was
issued in 2003. W're nowin the fourth two-year cycle of
the | EPR

At this point | would |ike to acknowl edge by nane

nmy | EPR staff, w thout whom none of this would have
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happened; Lynette Green, who is our project manager,

managi ng our WebEx today; Jennifer WIlianms, who is our |EPR
proj ect author; and Carolyn Wal ker, who has just recently
joined us as our editor.

So with a full staff, hopefully, we’'ll be able to
continue to whittle away at the nunber of workshops and nake
things a little bit easier for all parties concerned.

The Energy Comm ssion’s | EPR Commttee held
wor kshops on April 28" and June 39, in 2008, to get input on
what the scope of the 2009 | EPR should be. And based on
that input fromthe workshops they issued a scoping order in
January, of 2009, that identified a wi de range of topics
t hat woul d be addressed in the 2009 | EPR

Si nce January, 2009 the Energy Comm ssion staff
and the EPR Commttee have held, as we’ ve said, 35 public
wor kshops on the various topics that were identified in the
scoping order. And based on those workshops the Energy
Commi ssion staff prepared nunerous supporting docunents and
reports that forned the basis for the di scussions and
recommendations that are in the draft report.

These docunents are all avail able on the I EPR
webpage of the Energy Conm ssion’s website, along with the
presentations and transcripts for each of those workshops.

As in the 2007 I EPR, the focus on the 2009 IEPR is

on the State’ s greenhouse gas em ssion reduction goals and
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how California can minimze the environnental inpacts of
energy production and use, while continuing to ensure that
our citizens have reliable, diverse and econom c sources of
ener gy.

| also want to note here that since the draft 2009
| EPR was published several legislative bills have been
ei ther signed or vetoed, and we will be revising the report
to reflect those new devel opnents.

Starting with the electricity sector, the State is
facing other environnental issues, in addition to the need
to reduce greenhouse gas em ssions, including phasing out
t he use of once-through cooling in California' s coastal
power plants, dealing with the | ack of available em ssion
credits in the southern part of the State. That's
conplicating the goal of retiring or re-powering aging
pl ant s.

And resolving the conflict between devel opi ng
renewabl e resources to hel p neet our GHG reduction goals
agai nst the potential environnmental inpacts of sone of those
renewabl e resources, as well as the inpacts of the
transm ssion lines needed to bring that electricity fromthe
resources to the State’s | oad centers.

The Energy Commi ssion’s staff 2009 electricity
demand forecast indicates that while projections of energy

demand are down relative to the 2007 forecast, because of
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the recession, we still expect to see overall electricity
consunption to grow by 1.1 percent per year between 2010 and
2018, and for peak demand to grow an average of 1.2 percent
per year over the sane period.

Wil e the uncertainty about howlong it wll take
California to recover fromthe down turn is not clear, the
|EPR Committee directed staff to |l ook at alternative
scenari os of econom c growth, using both optimstic and
pessimstic projects. In their analysis, the staff found
relatively small differences between the two scenarios. In
the optim stic scenario, which came fromIHS G obal Insight,
the annual growth in electricity consunption would increase
from1l.1 percent per year to 1.2 percent, while the annual
grow h in peak demand woul d increase from1.25 percent to
1.4 percent.

Conversely, in the pessimstic scenario, which
canme from Econony.com the growth rate in consunption would
fall to .9 percent and from peak demand to 1.1 percent, so
you can see a relatively narrow band of change there.

In terns of electricity supply, the Energy
Comm ssion is experiencing a record high in the nunber of
power plant applications in house, we have 30 proposed
projects currently under review, totaling nore than 13, 000
negawatt s.

There are al so six projects al ready approved by
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the CEC that are totaling 2,000 negawatts, under
construction.

And 13 additional projects of about 6,500
megawatts that are on hold, but could nove forward for
construction.

Energy efficiency continues to be our top
priority; it’s the first in the loading order. The State
has a goal of achieving 100 percent cost-effective energy
efficiency, which will be essential to achieving our
greenhouse gas em ssion reduction goals, as well as
increasing the reliability of the system reducing energy
costs for businesses and residential consunmers, and reducing
ener gy dependence.

Strategies for neeting the 100 percent cost-
effective energy efficiency target include zero net energy
buil dings, with the goal of all new residential construction
to be net zero by 2020 and all new comrercial construction
to be net zero by 2030, continuing to set and increase the
stringency of our building and appliance standards, and to
increase the efficiency in the State’s stock of existing
bui | di ngs.

To achieve the State’'s goals for zero net energy
homes and busi nesses, the Commttee reconmends establishing
a statewi de task force of state agencies, |ocal governnents,

i ndustry, enforcenent bodies, and technical experts to
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address the various issues, and definitions, and the
standards that will be needed to achieve that goal.

And because zero net energy buildings will also

requi re buil di ng-based energy supplies, the Conmttee
recommends expandi ng the building efficiency standards to
address buil ding scal e renewabl e sol uti ons.

To increase the contribution of the building and
appl i ance standards to neeting the statew de efficiency
goals, the Cormittee reconmends expandi ng the scope of the
bui | di ng standards to include high-energy-using comerci al
bui | di ngs and al so expandi ng the appliance standards to
i ncl ude consuner electronics, general lighting, irrigation
controls, and refrigeration systens.

To inprove the efficiency of the State’s existing
bui l di ng stock, the draft | EPR recommends that efficiency
retrofits should be required at point of sale or point of
renmodel, with incentives that are designed to mnimze the
costs to consuners, to prevent discouraging homeowners from
selling or meking inprovenents to their hones.

However, with the signing of Assenbly Bill 758,
whi ch requires the Energy Conmi ssion to devel op an energy
efficiency programfor existing residential and comerci al
bui I dings, this recomendati on may no | onger be necessary
since these kinds of retrofits could conceivably be

addressed within that program
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Finally, to address peak denand, the Conmttee
recomrends that all utilities should install nmeters that can
record hourly consunption, and that utilities also provide
their tinme-varying electric rate in an open and transparent
manner .

The Committee believes that the Energy
Comm ssion’ s | oad nanagenent standards should require al
utilities to adopt sonme formof dynam c pricing for
custonmers that have these advanced neters.

| also note here, again, Senate Bill 695, by
Senat or Kehoe, sets three dates in |aw regardi ng mandatory
or default rates, time-varying pricing wthout bil
protection is prohibited until -- or excuse ne, with or
wi thout bill protection is prohibited until 2013, wthout
bill protection is prohibited until 2014, and real-tine
pricing without bill protection is prohibited until 2020.

However, the I EPR policy recomendation will not
need to change as a result of this schedul e change since the
underlying reasoning for the recommendation really hasn’t
changed, it’s just the schedul e.

Supply side of the equation, California needs to
continue to address barriers to increasing the anmount of
renewabl e energy in the electricity supply mx. Renewabl e
resources are key to achieving our GHG em ssion reduction

goal s, but there are challenges. These include the
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uncertainty about our ability to neet our RPS standard
goals, the difficulty with integrating |arge amounts of
renewabl es, particularly intermttent renewables, while
maintaining reliability, barriers to the devel opnent of

| arge potential for bioenergy resources, environnental
concerns with devel oping | arge-scale solar plants in the
California desert, and the need for devel opers to have the
financial certainty that they need to devel op new renewabl e
projects in the State.

California s currently at 10.6 percent renewabl es
as of 2008. W' Il clearly not be neeting the 2010 goal of
20 percent, although both the investor-owned utilities and
the publicly-owned utilities are show ng progress towards
nmeeting that goal, but we still have a ways to go.

And given the CGovernor’s executive order of 33
percent by 2020, we’ll need nore aggressive efforts to
achi eve our targets.

Toward that end, the Comm ttee recomends
that -- or actually reiterates the recomendati on nade in
past | EPRs, that the PUC should be commtted to inposing
penalties on the 1QUs for nonconpliance with the RPS
targets.

In increasing the anount of renewabl e energy, we
need to continue to address integration issues. The

engineering realities of the systemrequire certain
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operating characteristics for reliability and various
studi es regarding the inpacts of 33 percent renewabl es on
t he system have been conpleted, and others are in process,
and these studies have clearly denonstrated the conplexity
associated wth achi eving our RPS goal s.

The Commi ttee recommends conti nui ng and buil di ng
on existing analyses to identify solutions for integrating
nore energy efficiency, smart grid infrastructure, and
renewabl e energy into the system while addressing potenti al
over-generation issues and reliability issues.

The Commttee al so supports the analysis that’s
bei ng conducted by the California I1SOto identify specific
systemrequirenents to integrate high | evels of renewabl es,
as well as research by the Energy Conmi ssion’s Public
I nt erest Energy Research Program on the energy storage
systens that can help to integrate intermttent renewabl e
resour ces.

Governor Schwar zenegger’s executive order S-06-06
requires California to neet 20 percent of the RPS with
bi opower. However, we’'re seeing continuing barriers to
achi eving that goal.

There’s | arge potential for renewabl e generation
usi ng bi onethane at the State’'s dairies, but the high cost
of emi ssion controls remain a challenge to that.

Simlarly, new solid fuel biomass facilities al so
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have difficulties receiving air permts, particularly in the
sout hern part of the State.

There’s also a |lot of uncertainty about the
ability of the existing biomss plants to continue
operating, given the expiration of the public goods charge
funding at the end of 2011

The Conmittee therefore recommends that the
Bi oenergy Action Plan be updated to identify and address
continuing barriers to the devel opnent and the depl oynent of
bi oenergy, including air quality permtting, expiring
i ncentive prograns, and how to get private project
fi nanci ng.

The Conmmittee al so recommends that the action plan
be expanded to identify issues and potential solutions
related to biogas injection and gas cl ean up.

In addition, the Energy Conm ssion should continue
to explore options to ensure that existing biomass
facilities continue to operate.

I n increasing the anount of renewable energy in
the systemto neet our GHG em ssion reduction goals, it’'s
al so inportant to consider the environnental inpacts
associated wth renewabl e devel opnent .

As part of inplenenting Governor’s executive order
S-14-08, the Renewabl e Energy Action Team which is conposed

of the Energy Conm ssion, the Departnent of Fish and Gane,
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t he Bureau of Land Managenent, and the U S. Fish and
Wldlife Service is devel oping the Desert Renewabl e Energy
Conservation Plan to identify and establish areas for
potential renewabl e devel opnent, as well as conservation in
t he Col orado and Myjave Deserts to mnimze the

envi ronnment al inpacts of the new devel opnment.

The Conmittee recommends that the Energy
Comm ssion continue its efforts as part of the Renewable
Energy Action Teamto stream ine and expedite permtting of
renewabl e energy projects, while conserving endangered
speci es and natural communities in those regions through
t hat pl an.

Finally, the Conmttee continues to encourage the
devel opnent of feed-in tariffs as a strategy to provide
financial certainty to devel opers of renewabl e energy
proj ects.

Wil e sone parties have expressed concerns that
feed-in tariffs wll be too costly, others have said that
providing clear feed-in tariff guidelines will actually
reduce the time and expense of getting long-termcontracts
by allow ng the pre-approval of projects that neet these
pr e- devel oped gui del i nes.

The Comm ttee therefore recomends that the PUC
shoul d continue its efforts to inplenent technol ogy-specific

feed-in tariffs for whol esal e distributed generation for
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projects 20 negawatts or less in size, and that the
Legi sl ature shoul d consider changes in State law to require
utilities or the California 1SOto offer the sanme kind of
tariffs to encourage devel opnent and integration of utility-
scal e renewabl es al ong renewabl e-rich transm ssion
corridors.

COWM SSI ONER BYRON: And Ms. Korosec, we have
another bill that was signed into law that will affect this
section of the I EPR

M5. KORCSEC:. Yes, that’s correct.

Moving onto distributed generation, the Commttee
is continuing to enphasize the inportance of conbi ned heat
and power technologies in distributed generation,
particularly given the goal of an Air Resources Board’s
Cl i mate Change Scoping Plan of 4,000 negawatts of new
conbi ned heat and power facilities to help reduce GHG
em Ssi ons.

The Energy Comm ssion comm ssioned a new study of
mar ket potential for these facilities that identified about
2,700 nmegawatts of CHP nmarket penetration in the base case,
or status quo scenario, nostly fromfacilities that are
smal | er than 20 negawatts and don’t typically have excess
power to export to the grid.

The study al so indicated an additional 3,500

megawatts that could be devel oped with the appropriate
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stimulus and incentive efforts.

There’s also a need to ensure that upgrades to the
State’s distribution systemthat will facilitate the
integration of both renewabl e and nonrenewabl e di stri buted
generation to the grid are made.

The Conmittee recommends that the Energy
Comm ssi on and the PUC shoul d open a joint proceeding to
devel op a conprehensi ve understandi ng of the inportance of
di stribution system upgrades to support the cost-effective
integration and interoperability, |large anmounts of DG for
both on-site use and whol esal e export.

In addition, to help realize the potential GHG
reductions fromnew CHP facilities, the Conmttee recomends
that the Energy Conmm ssion and ARB shoul d structure prograns
to target both large and small systens that are
di spatchabl e, that are appropriately |ocated, and that have
a load profile that nmeets utility needs.

The two agenci es should al so establish m ni num
ef ficiency standards, greenhouse gas em ssion criteria, and
nmoni toring and reporting nmechani sns.

The Conmittee al so recommends that the self-
generation incentive programshould reinstitute eligibility
for conbi ned heat and power systenms with a generating
capacity of five nmegawatts or |ess, that neet m ninmm

per formance standards, and incentives should be based on the
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efficiency and GHG reduction netrics of the systens, rather
t han on technol ogy or on fuel type.

Finally, the Conmttee recomrends that the Energy
Commi ssion and the PUC should focus their efforts towards
i ncreasi ng market penetration of technol ogies that can co-
digest multiple organic waste streans that are available in
the State in renewabl e conbi ned heat and power facilities.

As part of the 2008 | EPR update the Energy
Comm ssion rel eased the Assenbly Bill 1632 report, which
eval uated the vulnerability of the State’s nuclear plants to
out ages due to seismc and plant agi ng issues.

The report also identified other inportant issues,
like the safety culture at the San Onofre Nucl ear CGenerating
Station, federal policy on |ong-term nucl ear waste di sposal,
the cost and benefits of nuclear power in relation to other
resources, and potential conversion from once-through
cooling at the plants to closed-cycle wet cooling.

The report nade a nunber of reconmmendations for
additional studies that the utilities should undertake as
part of their license renewal feasibility studies for the
PUC and directed the utilities to report on the status of
those efforts in the 2009 | EPR

Al'so, in June of this year the PUC sent letters to
both utilities enphasizing the need to address the issues

that were identified in the AB 1632 report as part of their
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feasibility studies.

Based on information that the utilities submtted
to the Energy Comm ssion as part of the 2009 IEPR, it
appears that they may not be on track to conpleting those
studies in tinme for consideration by the | EPR -- excuse ne,
by the PUC. Therefore, the Commttee reconmends that the
utilities should conplete these studies prior to filing
their license renewal applications with the PUC and with the
wi th Nucl ear Regul at ory Conmi ssi on.

| will note here another legislative bill, M.

Bl akesl ee’s Assenbly Bill 42, which would have required P&E
to use 3-D seismc reflection mappi ng and ot her advanced
techni ques to explore fault zones near Diablo Canyon; this
was vetoed by the Governor. But in his veto nessage, he
indicated that in light of actions already taken by the PUC
t hrough the general rate case proceeding and al so the
direction to use the studies in the AB 1632 report, he felt
that there was no need for further |egislative authorization
because the PUC and the Energy Comm ssion have this well in
hand.

The Conmittee al so recommends that the PUC shoul d
eval uate the need to set up an i ndependent safety conmttee
for SONGS, simlar to the one in place for the D abl o Canyon
facility.

And finally, that the Energy Comm ssion, the PUC,
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and the 1 SO should continue to evaluate the reliability
i npacts frominpl enenting once-through cooling policy and
regul ati ons for the nuclear plants.

Movi ng onto transm ssion, the Energy Conm ssion
devel ops a strategic transm ssion investnment plan as part of
each | EPR that describes the actions that are needed to
pl an, permt, construct, operate, and nmaintain a cost-
effective and reliable transm ssion systemthat can respond
to policy challenges |ike renewabl e goals and the GHG
em ssion reduction goals. That plan was rel eased at the end
of Septenber and was the subject of a workshop | ast week.

The Comm ttee supports the recommendati ons that
were in that report and highlighted a few that they felt
were the top priority reconmendations to be included in the
| EPR.

These include that the Energy Conm ssion staff
should work with the California Transm ssion Planning G oup
to develop a ten-year, statew de transm ssion planni ng
process, and to use the strategic plan proceeding to vet the
resulting plan and to prioritize transm ssion planning and
permtting for renewabl e generation.

The Energy Commi ssion staff should also work with
the California SO the PUC, and the publicly-owned
utilities on a sinplified need-assessnment process that uses

comon assunptions and streanl i ned deci si ons.
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And finally, the Energy Conm ssion should continue
to support the activities in the Renewabl e Energy
Transmi ssion Initiative and participating in that
st akehol ders’ group to reach consensus on the appropriate
transm ssion |line segnents that should be considered under
t he Energy Comm ssion’s corridor designation process to
pronot e renewabl e energy devel opnent.

So those are all different pieces of the
electricity system but the 2008 | EPR al so di scusses the
needs of the systemas a whole in ternms of coordinated
policy, planning, and procurenment efforts to get rid of the
duplication that we’'re doing and to ensure that planners and
pol i cymakers really understand how statew de energy policy
goal s interact and potentially conflict.

There are nunmerous agencies that are involved in
electricity planning and while there is sonme coordination,
the Conmittee believes that nmuch nore i s needed.

The Comm ttee recommends that the Energy
Comm ssi on should continue the anal yses that were begun in
t he 2009 | EPR process towards devel opi ng both short-term and
| ong-term blueprints that lay out the role for different
generating technologies in the future, given State policy
goal s for expanding energy efficiency and renewabl e
resources, and that also address reliability concerns given

the goal of retiring aging power plants and reducing the use
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of once-through cooling in power plants.

The Committee al so reconmends continuing to work
towards i nplenmenting the Joint Energy Agency proposal that
sets a schedule for conplying with once-through cooling
mtigation, while addressing reliability concerns.

To address the issues surrounding the |ack of
em ssion credits in the South Coast Air Quality Managenent
District the Conmttee reconmmends that the Energy Comm ssion
should work with the South Coast, the ARB, and ot her
agencies to design new nethods to allocate these scarce air
credits to power plants that best neet system and | ocal
needs.

Again, there were several bills passed this
session that addressed the em ssion credits in the South
Coast and we’ Il be | ooking at those to see how they inpact
t he di scussions and the recommendations in the | EPR

In addition, the Conmttee reconmends that the
Energy Comm ssion should plan to undertake a need-
conf ormance process for power plants that we |icense, that
woul d rely on need assessnents prepared as part of an
i ntegrated planning process, this to hel p determ ne our
future power plant needs, and that we should focus our
efforts in both the EPR and the Strategic Transm ssion
| nvest nent Pl an process on conducting that statew de

i ntegrated planning process in coordination with the PUC and
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with the California I SO

Finally, the Conmttee recomends we seek
| egi slative authority for an explicit need confornmance
process for power plants under our jurisdiction, as well as
to have our need assessnent conclusions to be used by | ocal
and regi onal agencies that approve power plants that are
out si de of our jurisdiction.

Movi ng on to natural gas sector, we still are
dependi ng heavily on natural gas as an energy source,
particularly for electricity generation, so we need to
ensure that we have reliable supplies and the infrastructure
to deliver those supplies to the State.

The Energy Comm ssion’s staff forecast of natural
gas demand shows a drop in denmand as a result of the
econom ¢ conditions, with consunption expected to be about
ei ght percent |lower than in the 2007 forecast by 2018.

However, as the econony recovers we expect the
annual rate of growh and consunption to actually be higher
than what was in the 2007 forecast.

In the 2007 I1EPR we really highlighted the role of
I iquefied natural gas as a potential supply source.

However, we’re seeing technol ogi cal advancenents that are
| eading to increased production of natural gas from shale
formations, with estimates of recoverable resources from

shale formations as high as 842 trillion cubic feet, or
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about a 37-year supply at today’'s usage rates.

This has reduced the priority of LNG as a fuel for
California, although the Commttee does not oppose
devel opment of liquefied natural gas facilities as |long as
t hat devel opnment is consistent with our interests in
bal anci ng environnmental protection, public safety, and | ocal
comruni ty concerns.

The Comm ttee recommends that California continue
to work with Western States to ensure devel opnment of a
natural gas systemthat has enough capacity in alternative
supply routes to overcone any disruptions in the system and
that the State support construction of enough pipeline
capacity to California to ensure that we have adequate
suppl i es.

There are environnental concerns that are
associ ated with shal e gas production, and although
Cal i fornia does not have shale formations, so those concerns
don’t directly inpact our citizens, the Commttee does
recomend that the Energy Conm ssion should continue to
nmonitor the inpacts associated with shal e gas extraction,
i ncl udi ng carbon footprint, the volune of water that’'s used,
and the risk of ground water contam nation and potenti al
chem cal | eakages.

Moving to the transportation and fuel sector, the

2009 I EPR notes that while this sector produces nearly 40
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percent of the total GHG em ssions in California, the

benefits of reduci ng our overwhel mi ng dependence on

petrol eum as a transportation fuel go far beyond mtigating

climate change. They include reducing the effects of gl obal

demand, geo-political events, declining crude oil refining
capacity and outages, and petroleuminfrastructure

chal I enges on fuel prices and on our energy security.

The Energy Comm ssion staff forecasts of gasoline

and di esel fuel demand show reductions in expected demands
simlar to what we’ve seen in the electricity and natural
gas sectors.

Average daily gasoline sales in California for the
first four nmonths of 2009 were about 2 percent |ower than
t he sane period in 2008.

Simlarly, daily diesel fuel sales for the first
three nonths of 2009 were 7.7 percent |ower than the sane
period in 2008.

We're also seeing a decline in air travel as a
result of the recession, with an 8.9 percent decline in
demand for jet fuel than 2008.

However, the staff forecast does show a recovery
fromthe recession in the early years of the forecast with
the return to historical growh patterns based on econom c
and denographi ¢ projections.

We do see a significant change in the mx of fue
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types, though, as the State noves from gasoline and diesel
to alternative and renewabl e fuels.

There are a nunber of state and federal policies
that are in place that will encourage the use of alternative
and renewabl e fuels to reduce California s dependence on
petrol euminports and to cut GHG em ssion. These include
t he | ow carbon fuel standard, the recent federal waiver
allowing California to set em ssions |evels under Assenbly
Bill 1493, and al so federal econony standards that are
hi gher than in the past.

California has also created the Alternative and
Renewabl e Fuel and Technol ogy Programto provide funding to
stinul ate the depl oynment of |ow carbon fuels and advanced
vehi cl e technol ogies. And with these policies in place the
Comm ttee believes that we have the basic regulatory tools
and market nechanisns to create a nore sustainable
transportation fuel system

However, the Comm ttee does recomend t hat
California work toward upgradi ng and noderni zing the
exi sting infrastructure for alternative and renewabl e fuels
to expand through-put capacity, and that the State should
support the devel opnent of alternative and renewabl e fuels
that can provide i medi ate GHG reduction benefits, as well
as | ooking at those fuels that can provide |onger-term

benefits towards the 2050 goal.
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In addition, the Comnmttee recomrends that the
State ensure we nake best use of California’ s agricultural,
forest, and nunicipal waste streans to produce
transportation fuels in a sustainable way.

Anot her area where sustainability is key is in
| and use decisions. The 2009 | EPR di scusses the inportance
of reducing vehicle mles traveled as a key strategy in
reduci ng GHG em ssions. And the |IEPR Conm ttee believes
that State agencies need to coordinate nore closely to help
| ocal governnments to achieve the benefits of sustainable
| and use planning both by inproving outreach to those
entities to understand the uni que problens that they face
before we adopt new State policies, and also by taking into
account and addressing the fiscal realities that |ocal
governnments are facing in this recession.

The Conm ttee recommends that the State shoul d
provi de data and tools to | ocal |and use planners to nake
i nformed deci si ons about energy concerns and clinmate change,
and also that the State should set up a conprehensive
fundi ng nmechanismto support efforts by | ocal and regional
governments to inplement |and use qualities that contribute
to our statew de GHG em ssion reduction goals.

So |l tried to go slow, Conm ssioner Byron, but |
don't --

COMM SSI ONER BYRON:  Ms. Korosec, you only know
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one speed. And it’s indicative, of course, of the work
you’ ve been doing on the EPR  But you did cover a |ot of
ground here, it’s difficult just to keep up and conprehend
the significance of many of these recommendations. But
we’' || count on our public coments to do sone of that.

M5. KOROCSEC. Yes, to bring that up.

COWM SSI ONER BYRON: |’ Il make one comment just on
your last slide, you know, this Comm ssion continues to use
the termland use, and I’mrem nded of a workshop that we
attended earlier this year that this is, perhaps, the wong
termfor us to be using, or | should say it's a critical
i ssue but we sonetines get ourselves in trouble with |oca
government, |ocal agencies about our recomrendati ons.

MS. KOROSEC: Correct.

COWMM SSI ONER BYRON:  And really our role and
interest here is providing tools that assist |ocal
governnments and | ocal agenci es.

M5. KOROSEC:. Yeah, that’s true.

COWMM SSI ONER BYRON:  So we may work on that terma
little bit. O course, there’'s many ot her comrents to meke,
but this is the tine for public comrent.

M5. KOROCSEC. And actually, can | just nake a few
coments before people start in with their comments?

COWM SSI ONER BYRON: Pl ease.

M5. KOROSEC: Although |I've covered only the top
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priority recommendations in the report, there are many ot her
recomrendations in the docunent that the Comm ttee woul d
like to get your input on.

We'd |i ke feedback on whether the parties agree
that the recomrendations that we’'ve identified as the
hi ghest priority are indeed the highest priority, or are
there others that should be elevated in inportance.

W’ re al so seeking input on whether the
recommendations in the report are conprehensive enough to
address the energy issues that the State’s facing over the
next few years or if there are inportant areas that we may
have m ssed.

And third, we’d like you to identify any
recommendati ons that you see as problematic, along with
suggestions for how to inprove or have alternative
reconmendati ons.

And finally, as Comm ssioner Byron nentioned, we
are |l ooking for additional recommendations specifically
related to how to neet the 33 percent goals, how to inprove
el ectricity procurenent both for conventional and renewabl e
resources, and how to make the hybrid nmarket work a little

nore effectively.

So with that, | think we can nove onto the public
coment s.
COWM SSI ONER BYRON:  Al'l right. | would like to
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ask, if you wish to make a comment, please fill out a blue
card and hand it to Ms. Korosec, or the teamthat’s over in
the corner here, with the WebEx. O course, we give
preference to those present, but we will get to our WDbEXx
commenters as well.

MS. KOROSEC: Correct.

COWMM SSI ONER BYRON: I n no particul ar order,
because | think it would be very difficult to organize this
around the subject matters, | will just go through the
comment cards that | have at this tine.

However, | amgoing to let ny utility
representatives that are here know that I'’mgoing to
probably ask you to go last. | think that would give you
the benefit of hearing some of the additional public
comment, it will keep you in the room

(Laughter.)

COWM SSI ONER BYRON:  But we certainly want to hear
fromyou, |I'’mnot dimnishing the conmments that you’ re going
to provide at all, | look forward to them

So again, in no particular order, however, |
al ways enjoy hearing fromthis gentleman, M. Sparano,
President of Western States Petrol eum Associ ati on, because
he’s such a good speaker. | hope you will not intimdate
the comenters that will be follow ng you

MR, SPARANO  Ww.
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COWM SSI ONER BOYD: That’'s the best ever
i ntroduction you’ ve got.

MR. SPARANO Yeah, that was a real set up, sure,
that was very i npressive.

This m ght just serve as a hunor nonent for the
future speakers here at the podium so I'll try to do ny
best .

Good norni ng, Conm ssioners Dougl as, Byron, Boyd,
Conmi ssioner Levin for the first tinme, the CEC staff and the
ot her attendees.

For the record, ny nane is Joe Sparano; |’ m
representing the Western States Petrol eum Associ ati on, where
| serve as its president.

WEPA advocates on behal f of 27 energy conpanies
that operate in the western U S

Today | was hoping to conme before you as | did
during the August 24'" workshop on the Transportation, Energy
Demand, and Fuel Infrastructure Requirenments report and
congratul ate the CEC, again, on an IEPR that is conplete and
unbi ased.

But sadly, | find that | cannot do that.

My comments today will instead focus on three
frustrations WSPA has with the 2009 | EPR

One of our primary sources of frustration, which

was also identified in previous | EPR proceedings, is that
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t he executive summary and recomrendati on secti ons appear
di sconnected fromthe body of the I EPR and the concl usi ons
of the transportation report.

This is inportant because we all know that each
|EPR is required to provide policy recommendati ons to ensure
reliable energy supplies, and that the primary sections of
the I EPR that policy and decision nakers use are the
executive summary and the recommendati ons.

It appears that these summary sections exhibit a
sel ective focus and |l et nme expand on this observation.

The main portions of the IEPR and the
transportation report identify several deficiencies in
critical petroleuminfrastructure, particularly the State's
marine inport capacity. |If these issues are not addressed,
it could lead to energy supply disruptions, yet there’ s no
mention of these infrastructure deficiencies in the
executive summary and no reconmendations calling for any
State action to deal with the petroleuminfrastructure
defi ci enci es.

The report recomends that the State should
noder ni ze and upgrade the existing infrastructure for
alternative and renewabl e fuels, but nothing is said about
the need to noderni ze and upgrade the State’s petrol eum
infrastructure.

This is despite the fact, often nentioned in this
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room by the CEC, that petrol eum based fuels will be the
predom nant formof transportation fuels in California for
decades.

In short, the CEC report paints a bleak picture of
the ability of the State’'s petroleuminfrastructure to keep
pace with ultimtely increasi ng demands and changi ng
condi ti ons.

VWil e energy efficiency and fuel diversification
are inportant, we believe the State can’t afford to give up
on petrol eumuse, but that is what seens to have been done
in this | EPR

Qur second frustration is that the 2009 | EPR
continues to favor petroleumreduction policies, despite a
recognition that the overall demand for transportation fuels
is expected to continue rising.

This favoritismcontinues al so despite recognition
that the introduction of commercial scale replacenents of
alternative fuels and vehicles nay not be as near term as
sonme would like, even with significant governnent financi al
i ncentives.

The 2003 | EPR recommended that the State increase
t he use of non-petroleumfuels to 20 percent of on-the-road
fuel consunption by 2020.

At this tine, at the time in 2003, this was

characterized as a fuels diversification goal, rather than a
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petrol eum reducti on goal .

Al so, AB 1007 required a plan to increase
California s production and use of alternative and renewabl e
fuels. This was characterized as a fuel diversity
initiative and expansion of actions to pronote alternative
and renewabl e fuels.

| don’t believe there’s a State |aw, executive
order, or policy mandating petroleumreduction. There are
several policy initiatives pronoting greenhouse gas em ssion
reductions, fuel efficiency, and diversity, and there are
State policies pronoting reliable and adequate
transportation fuel supplies.

But there’s no | aw, executive order, or policy
that says that the State should encourage or even tolerate
the systematic elimnation of petroleumfuel supplies at the
expense of the State’ s econony or consumers.

A heal t hy econony depends on a reliable supply of
transportation fuels, all of them A reliable supply of
transportation fuels requires the contribution of
ef ficiency, petroleumbased fuels, plus alternative and
renewabl e fuels.

While we can no longer rely only on petrol eum
based fuels, we also don’'t have the ability or luxury to
rely only on efficiency neasures or alternative and

renewabl e fuels.
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W believe the appropriate pathway to fuels
di versification has three segnents, efficiency, a healthy
petrol eum contri bution, and a growing alternative and
renewabl e fuel s conponent.

However, rather than pursuing that three-pronged
approach, the Conm ssion has chosen a petrol eum reduction
strategy. This despite recognizing the many uncertainties
associated wth achi eving adequate future supplies of
alternative and renewabl e fuels, and this was sonething that
was so well done in the transportation report that we
di scussed on August 24'"

Nowhere in this report can we find a suggestion
that while taking concerted steps to grow the alternative
and renewabl e fuels market the State should al so pronote
adequat e supplies of petrol eum based fuels.

Qur third frustration involves a realistic
possibility of public policy decisions creating
transportation fuel supply problens for California.

The CEC does not appear to be actively and
urgently working to chart a specific strategy that will dea
with a very tight demand supply outl ook that is enbedded in
the Comm ssion’s transportation fuels forecast.

| hope I"mwong and that everything works out
well in the future on the transportation fuels front.

Unfortunately, ny experience suggests otherw se.
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Starting on page 32, of the 2009 IEPR, there's a
list of 11 State | aws, policies, and executive orders.
According to the text, these are being, and |I’'Il quote,
“inplementing to increase the use of renewabl e and
alternative fuels and vehicles, and accel erate the adoption
of | ow carbon fuels through regulatory and funding
mechani sns, as well as to inprove the State’'s
infrastructure.”

These laws and policy initiatives are in addition
to federal |laws and policies, nbst notably the Federal
Renewabl e Fuel s St andard.

Wth so many policy initiatives driving
alternative fuels, there's a real risk of the State sending
confusing or conflicting nessages to the market. As we see
with this final draft report, in responding to so nmany
alternative fuels initiatives, State agencies are sending
anti-petrol eum signals that could seriously inpact
transportation fuel supplies before the tinme at which
alternative fuels can fill the gap

Wil e we have these three frustrations, WSPA al so
bel i eves that the carbon capture and storage, or CCS, can be
a key piece of California’s programto reduce greenhouse gas
em ssions. For this reason we have nmade it our goal to
advance CCS technol ogy and policy to the point where

statew de, affordable deploynent can begin within the next
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five years.

And while there are many hurdles to broad
depl oynment of CCS, none appears insurnountabl e.

As recently as two weeks ago, WSPA attended a
statewi de CCS reception and dinner in San Franci sco where
State agencies extolled the benefits of CCS. The agencies
of fered their support to nake sure California takes the | ead
in this aggressive effort, harnessing the scientific talents
and resources of governnents and industry.

G ven this show of agency support, WSPA is
di smayed that nention of CCS is buried in the electricity
section of the CEC 2009 | EPR

In addition, an interagency group forned in August
to devel op recomrendati ons on CCS-rel ated policies was
mentioned. W would like to obtain nore information on this
group and, nore inportantly, we would |like a place at the
t abl e.

We all need to cone together to address CCS policy
guestions in tandemw th technol ogy devel opnent and
denonstration of this technol ogy.

WBPA st ands ready and able, as we have fromthe
begi nning, to keep the nonentum goi ng on carbon capture and
st or age.

Finally, there are previously identified

government inposed barriers that fuel providers encounter
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trying to do business in California. These barriers include
conplicated and difficult permtting process -- processes,
whi ch this agency has taken a strong stand on and done a
terrific job of trying to bring to the attention of

| egislators, to no avail | mght add, but a fine job
nonet hel ess, regul atory uncertainties, infrastructure
capacity limtations and individual port policies.

The barriers not only restrain petrol eum
i nfrastructure devel opnent, but also may inpair tinmely
devel opnment of alternative and renewabl e fuels.

The IEPR is clearly the place for an in-depth
di scussi on of what needs to be done to grow a donestic
alternative and renewabl e fuel industry, as well as address
factors hindering nodernization of the petrol eum
infrastructure. But the draft final report avoids the
difficult issues of permtting and |ocal decision-making for
all types of fuels.

And it is totally silent on recommendati ons
addressing the identified and clearly articul ated
deficiencies in the State’'s petrol euminfrastructure.

There’s one additional piece of information | want
to share with you. According to a June 2009 Cal Trans report
titled, “2008 California Mdtor Vehicle Stock, Travel and

Fuel Forecast,” CalTrans is forecasting large increases in

Vehicle Ml es Travel ed, or VMI, vehicle fuel consunption and
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regi stered vehicl es between now and 2030.

On page 1 of their report, Cal Trans shows VMI
increasing fromover 330 billion vehicle mles in 2008 to
al nost 535 billion vehicle mles in 2030. Transportation
fuel consunption, at the sane tine, increases fromover 18
billion gallons in 2008 to nore than 28 billion gallons by
2030.

Since the I EPR projects gasoline demand to fal
between 13 and a half and 14 and a half billion gallons for
the Il ow and hi gh-demand cases in 2030, how are increased
efficiency and alternative fuels, alone, going to make up
the difference of a possible 14 billion gallon shortfall in
20307

Qur observation is that you may want to have the

staff look at the inplications of this Cal Trans report as it

relates to your Integrated Energy Policy Report.

In closing, I want to nmention that the 2009 | EPR
will likely be the last IEPR that | will comment on before
t he Comm ssion, you can hold your applause until |’ m done,
due to ny plan to retire fromWSPA early in 2011

| sincerely hoped that before | left the
Associ ation, WSPA's many coments over the past four |EPRs
that 1’ ve engaged on, giving testinony on about 60
occasi ons, woul d have been addressed.

Sonebody told ne this norning, in an e-mail, that
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| ve been here nore than Steve Martin appeared on the Johnny

Car son Show over the years. | don’t know whether that’s an
auspi ci ous achievenent or |I’'mjust persistent, |I’mnot sure
whi ch.

COMM SSI ONER BYRON:  And it’s been far nore
entertaining that M. Martin s appearances.

(Laughter.)

MR. SPARANO Entertaining. W’Ill have to define
ent ert ai ni ng.

Unfortunately, | don’t believe that those conments
have been taken to heart as well as | would have hoped.

According to the staff presentation, the CEC | EPR
policy focus includes mnimzing the environnmental inpacts
of energy production and use, ensuring reliable energy
supplies and energy security, pronoting resource diversity
and supporting the econony.

To many of us, this policy focus also includes a
responsibility for ensuring that the State’s consuners have
reliabl e, adequate, and affordable transportation fuel
suppl i es.

Sadly, it appears the Commi ssion has not net that
portion of the policy focus and, instead, has continued to
sel ectively focus on issues such as climte change and
growi ng green fuels, rather than there will be -- rather

than ensuring that there will be reliable, adequate and
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af fordabl e transportation fuels of all types for consuners.

Again, | hope I"'mwong, but as | transition from
an industry advocate to a nore narrower role as sinply a
fuel consuner, | have sonme deep concerns that our State w |
experience a fuel supply gap.

The State’s economic viability and future
potential may not be nearly as secure without a commtnent
by the CEC to avoid a fuel supply gap, by supporting al
types of fuel supplies and addressing all of the issues
i mportant to ensuring a robust supply of cleaner burning
fuel s.

As al ways, thank you for giving me the time and
showi ng the patience to hear nmy conments and I’ || be happy
to answer any questions.

COWMM SSI ONER BYRON:  Thank you, M. Sparano.

Pl ease wait for a nonent. And congratulations that you wl|

be retiring soon. | know you feel very strongly about these

things and I will tell you, now, you'll still be nore than
wel come before this Comm ssion in your role as President of
WBPA, or as a private citizen with these simlar concerns.
So | hope that doesn’t deter you from conti nuing
to remark on these issues.
MR. SPARANO  Who knows how I’ Il cone back.
(Laughter.)

COW SSI ONER BYRON: Let me turn to fell ow

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

51



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Comm ssioners, if they have any questions for you?

COMWM SSIONER BOYD:  1'Il just nmake a comment t hat
you nmade sone good points. Maybe you scared us with your
conplinments | ast August and we figured we nmust have done
sonet hi ng wong, because that was a first.

But you made sone good points and we' Il take a
| ook at sonme of these things.

COWM SSI ONER BYRON:  Absol utel y.

COWM SSI ONER BOYD:  Consi stency with unsol ved
problens in past IEPRs is sonething that we do want to | ook
at. So thanks, Joe.

COWM SSI ONER BYRON: | was al so struck, too. |
mean, | am concerned when you first nentioned that there is
a di sconnect between the executive sumary and sone of the
recommendati ons you nmake. Certainly interested in your
specific witten comrents on that and where you m ght
suggest changes.

Wth regard to your concern about your not finding
an unbiased I EPR, | guess | would offer back, M. Sparano,
that it is a biased |EPR It’s biased towards energy
efficiency, and towards renewabl es, and towards alternative
fuel s.

Not wi t hst andi ng, your conments are stil
meritorious and we should listen to them Butt it’s the

i nconsi stencies that certainly got nmy attention. If we’ ve
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got inconsistencies, | want you to please call those out
directly for us, page and paragraph, if you woul d.

You know, with regard to carbon capture and
sequestration being buried in the electricity section, I'm
sure no pun intended, that was not --

COWM SSI ONER DOUGLAS:  None what soever.

COW SSI ONER BYRON:  Yeah, that was not our

intent, | think that’'s where carbon capture sequestration is

felt that will likely first be addressed, and there’'s a | ot
of industry support that's building in that area, but it’s
not intended in any way to disguise the fact that your
industry will certainly need to have a seat at the table
when this State and this country noves forward in that area.

COWM SSI ONER BOYD:  Actual Iy, Comm ssioner Byron
if I may interrupt?

COW SSI ONER BYRON:  Sur e.

COWM SSI ONER BOYD: | thought it was a good point.
| mean sone of us have spent an awful | ot of time on carbon
capture and sequestration lately. And, of course, this
agency i s managing the so-called WestCarb programand with
great fanfare nmany, many nonths ago we were given a third
install ment of noney, WestCarb 3, neaning we passed through
the eval uated and pil ot phase and now we have a substanti al
federal grant of funds to pursue the third nmajor phase of

t hat program
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And quite frankly, it does appear that the
petrol eum sector will be the first area to contribute CQO2
for underground injection, based on a recent award by DCE in
the ARRA process, to a California refinery, a substanti al
anount of noney to work with us in sequestering their CO2
and experinenting with deep sealing aquifer injection. So
you might end up being a first, rather than the electricity
sector.

We just got the electricity sector on board with
an agreenent to look at, in this State now, everybody | ooks
at it as coal, but we | ook past coal, so to | ook at carbon
capture and sequestration as it relates to natural gas in
power pl ants.

But in any event, | felt the point of your spear
on the CCS discussion and | think we can do better than
we’ve done. So the lay readers or the not-so-lay readers
understand the depth of this agency’s involvenent in that
subj ect and the breadth of the work that’s going on, so good
poi nt .

COWM SSI ONER BYRON:  One ot her comment. You know,
we get a real diverse cross-section of input to what we
shoul d address and include in this report, and |I’m sure
we’'re hear sone today and in witing as well.

A nunber of constituencies asked that we take up

the issue of the end of oil, that topic, in this |IEPR as
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well, which we refrained fromdoing, not the | east of which
we don’t have the staff for taking on a nyriad of issues
like this.

|1l stop there. Unless there’'s any other
coments, M. Sparano, you get the |ast say.

MR. SPARANO | just wanted to observe that you
drew a di stinction between bias and inconsi stencies and
acknow edged that the policies are biased toward
electricity, toward renewabl e and alternative fuels, and we
all have different opinions and | represent an industry that
doesn’t necessarily have the sane opi nion about our products
as ot her fol ks do.

The real issue though, and one |’ve been trying to
get across and have been for 60 or so appearances is we
can’'t afford to let policy biases work us into a position
where we don’t have enough fuel to neet the needs of
California consuners. W’ve all seen what that |ooks |ike
when we didn’'t have enough electricity to neet consuner
needs.

And there is a set of circunstances that could
lead this State down the path of having a gap in supply.
That’ s what we hope to see this Comm ssion anal yze and
ensure for its constituents, the public, that that doesn’t
happen.

So thank you again for giving ne all this tine.
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COW SSI ONER BYRON:  Very good. Stated that way |
agree conpl etely.

COWM SSI ONER DOUGLAS: Wl |, thank you. And I
just wanted to pay out that maintaining reliability is core,
our m ssion and one of the staff. So | don’t think -- |
think we do take that to heart.

MR. SPARANO Thank you very rmuch

COMM SSI ONER BYRON:  Thank you. The next
comenter’s card that | have here is Ms. Lara Ettenson from
t he Natural Resources Defense Council .

COWMM SSI ONER BOYD: Do people know to fill out
bl ue cards?

COWM SSI ONER BYRON:  Again, I'Il ask if you w sh
to speak, we very nmuch want to hear fromyou, please fil
out a blue card.

Ms. Ettenson.

MS. ETTENSON: Good norning. M nane’s Lara
Ettenson, with the Natural Resources Defense Council. |
first wanted to thank everybody involved in this nonunentous
report, as usual, and very pleased to hear that, Suzanne,
you' re going to take this on nmoving forward, |ook forward to
wor ki ng with everyone.

Qur recomendations are al so organi zed by subj ect
matter and we’'ll also be submtting witten comments in a

f ew weeks.
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Just before | start, | know or | understand that
there m ght have been sonme extenuating circunstances rel ated
to the organization this time around. | highly reconmend
that all future I EPRs have a dedi cated energy efficiency
chapter, as they have in the past, so | just want to put
that on the record as sonething that | would Iike to see
nmovi ng forward.

COWM SSI ONER BYRON: Does that reflect a bias on
your part?

M5. ETTENSON: Not at all.

(Laughter.)

MS. ETTENSON. So to begin with the demand
forecast, we commend the Conm ssion and staff for the active
role in devel opi ng and bringi ng together key players for the
quite effective working group that | have been nonitoring
but, unfortunately, haven't been able to participate in
extensively. And they’ ve been doing a great job in
addressing the conplicated issue of delineating energy
efficiency that’s inbedded in the demand forecast.

So we generally support the steps |aid out and
al so understand that there’'s great tinme constraints, and
there’s a very conpl ex process that goes behind it. But we
al so encourage the IEPR to include a recomendation that the
nat ural gas enbedded energy efficiency is also on the radar

of the working group and incorporate that into the tineline
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of determ ning how that’s going to be accounted for noving
forward

Wth regards to the public-owned utilities, we
comend the staff again for all the hard work on the recent
PQU anal ysis, and al so the ongoing w llingness of everyone
i nvol ved to collaborate on this matter.

In particular, we support the rel ated
recomendati ons but also offer a few additional coments.

We commend the progress of the publicly-owned
utilities in advancing their achi evenents in energy
efficiency, but we continue to be concerned that not al
utilities, including the large and the nmedium in addition
to the small utilities, are neeting their target or perhaps
they aren’t devel opi ng as conprehensive portfolios that can
capture the deep energy savings or to neet the industry
standard netrics that 1’ve commented on extensively before.

Therefore we strongly urge in this | EPR that
there’s an additional recommendation that staff convene
wor ki ng groups or a series of working neetings to discuss
not only the successful energy efficiency portfolio and
resource planni ng approaches, but also that delves actually
into the solutions for overcomng the identified significant
barriers for the POUs.

We recogni ze that there are some great barriers

that they face when they try and plan for energy efficiency
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to the extent of reaching a hundred percent cost-effective
energy efficiency, and we hope to be an active parti ci pant
in such a forum if that begins.

We al so support the I EPR recommendati ons

specifically regarding the evaluation studies and reiterate

the inmportance that all the POUs shoul d be expected, but not

only encouraged, to have these plans and studies for the
next status report.

Again, EM&V is crucial not only for determ ning
whet her utilities are achieving what they’ ve planned, but
al so so the resource planners can ensure that energy
efficiency can be depended upon as a resource.

We al so strongly urge that the final |IEPR include
recommendati ons on the current AB 2021 target-setting
process. Specifically, we urge the Conm ssion to recomend
that the POUs work closely with CEC and key players to
i ncrease consensus around the final targets in advance of
presenting to the Comm ssion.

The PQUs should al so provide details on their
nmet hodol ogy for determ ning feasible potential when they
submt their AB 2021 ten-year targets, and al so include an
estimate of the total net econom c benefits that each
utility will achieve fromtheir proposed targets.

Al ongsi de, of course, with the netrics that are standard in

the report.
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Wth regards to once-through cooling, we
appreci ate the recomendations in the report, that the
Ener gy Comm ssion continue to work with the PUC, the CPUC,
the California | SO and the State Water Resources Contro
Board to inplenent the joint energy agency once-through
cooling mtigation schedule, while also addressing electric
systemreliability concerns.

Once-t hrough cooling, or OIC, causes significant
ongoi ng devastation to our valuable nmarine resources and
i npl enentation of the OIC policy will help protect and
mai ntai n the ecol ogi cal, social and econom c val ue of
California s coast and ocean.

We al so strongly encourage the CEC and rel ated
agencies to push for full and robust inplenmentation of the
Water Board’'s OTC policy as it is finalized.

W note that although the passage of AB 1318 and
SB 827, those bills were intended to address the ongoing
concern of permtting new power plants in the south coast,
NRBC does not view the question of limted permt
avai lability as resolved by this recently passed
| egi sl ation.

Mor eover, our viewis that these bills do not
necessarily nmeet the requirenents set out in the Clean Ar

Act and we therefore urge the Comm ssion to reserve any

determination in the final IEPR that this situation has been
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resol ved based on this passed |egislation.

| nstead, we strongly support the Comm ssion’s
current recommendation to eval uate the anount of needed air
credits in the south coast, in cooperation with the
appropri ate agenci es.

We al so strongly support the | EPR s di scussi on of
i mprovi ng coordi nation of electricity planning across the
numer ous State agencies and generally support the
recomended, the related recommendations. W also | ook
forward to participating in those ongoing matters.

Wth respect to buildings, NRDC is encouraged to
see the enphasis on code conpliance and enforcenent in the
2009 I EPR and urge the Conmi ssion to recomrend t hat
buildings in California be benchmarked, audited and scored
to properly account for the inprovenents in energy
efficiency across the State.

I n addition, we support the reconmendation that
t he CEC should provide tools, education and training for
buil ding officials, so that would help cl ose the conpliance
gap.

As noted, also in the I EPR, existing buildings are
key strategy to neeting our AB 32 goals. W strongly
support the value of audits and retrofits, but recomrend
that the Comm ssion explore other strategies, especially as

noted before, in light of the recently signed AB 758. This
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will help attain an energy efficiency achievenents in the
exi sting building stock in as many possi ble ways to ensure
that custoners and related industries aren’'t negatively

af f ect ed.

We al so recomend that, and | believe this is also
in one of the task forces that is recommended to achi eve al
cost-effective energy efficiency, but we recomend also to
specifically cull out the mlestones needed to achi eve such
a goal of a point of sale or AB 758 requirenents. And we
al so ook forward to participating in that proceeding as it
gets underway.

Wth regard to renewabl e energy, we commend the
staff for the renewabl e energy recommendati ons, but al so
urge that the Conmission limt feed-in tariffs to the three-
to five-negawatt projects, rather than the recommended 20-
megawatt projects. W believe these |larger projects can
actual ly conpete and shoul d conpete through conpetitive
solicitations.

We al so recommend that the feed-in tariffs be set
based on the resource val ue as opposed to the devel oper’s
cost .

VWil e we appreciate the author’s neani ngf ul
attention to the environnmental inpacts in the natural gas
section, we also recommend that the | EPR di scussion be

extended to include all inpacts of natural gas production,
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not only those on shale fornmation.

California currently gets little of its gas from
shal e and, therefore, we reconmend that the |IEPR acknow edge
the other inpacts as well.

Specifically, on the natural gas section, and
we' Il provide specific |anguage of this as well, the I EPR
only includes three or a few environnental concerns and we
would like to see that air pollution beyond just GHG
| eakages should be included as well. | think that was not
explicitly laid out and we would like to see that in there.

In regards to | and use, NRDC agrees with the
current recommendati ons and urges an additi onal
recommendati on that the CEC conduct research and anal ysis
rel ated specifically to | and use and energy.

Possi bl e topics that woul d be useful include, but
aren’t limted to, proper performance neasures for energy
efficiency in the land use and transportation sector; an
anal ysis of residential use as an effect or as a function of
density; an analysis of the best unit of geographical
neasure that correlates to vehicles’ mles travel ed.

These research efforts are concrete efforts that
the CEC could assist the | ocal and the regi onal governnents
in planning and i nplenmenting SB 375, sustainable conunity
strategi es and other | and use related energy efficiency

proj ects.
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And | astly, with respect to transm ssion, NRDC
continues to appreciate the enphasis that the Energy
Comm ssi on places on renoving the barriers to joint
transm ssion projects, and we are al so encouraged to see
| and use concerns and environnental concerns are
i ncorporated into the planning process.

We al so encourage the Energy Comm ssion to take a
proactive, a nore proactive role in planning when possi bl e,
rat her than responding to utilities when they engage the
Comm ssi on, and when appropri ate.

Wil e coordination with RETI, the Renewabl e Energy
Transmi ssion Initiative, and using those results are
essential to achieving consensus on the appropriate lines in
California and rel ated, the Conm ssion should al so include a
recommendation to specifically coordinate with BLMon its
sol ar devel opnent program and it sounds like there's sone
of that going on with their Renewabl e Energy Task Force.

Wth that, | thank you very much for your tinme and
wel cone any questi ons.

COWM SSI ONER BYRON:  Ms. Ettenson, thank you, we
al ways get a very thorough review and welcone it fromthe
NRDC, you cover a nyriad of topics in your conments. Look
forward to specific comments and suggestions in your witten
coment s.

| have a question or two. But you know what, [|’'1]I
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defer. Are there any other questions or coments?

Conmi ssi oner Levin.

COW SSI ONER LEVIN:.  Ms. Ettenson, | also wanted
to thank you for your comrents and your whol e energy
efficiency staff in general for all of your input throughout
the process, it’s been very hel pful.

And | will say on the suggestion to hold a
wor kshop on the green barriers, we're absolutely going to
rely on you to help and I will conmt to do that workshop,
because we do think that that's a really inportant step

And | ook forward to your witten comments on
sone of these other issues; you ve raised a |ot of very
i mportant issues.

| do want to ask you, though, in particular if you
coul d el aborate on why you are recommendi ng the energy
efficiency section be pulled out separately and if that’'s a
recommendati on you woul d make in other areas as well, or if
there’s sonething in particul ar about energy efficiency?

|’ masking in part because the previous speaker
al so tal ked about concerns about the executive sunmary not
mat chi ng up, the recomrendati ons not matching up.

And | just want to make sure that we are
presenting the IEPR in a way that is the nost users
friendly. W don’t want this to sit on people s shelves; we

want all of you, and other stakehol ders, and agencies, and
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policymakers to use this, so this feedback is really
i mportant, you know, as well as the substantive feedback.

M5. ETTENSON: Sure. | think probably the first
reason we're saying that is just to be consistent with the
| oading order and to have it culled out, as well as within
each chapter | think is inportant of bringing the attention
straight to energy efficiency first.

And | also do think that as a matter of
organi zation to go straight to the energy efficiency section
and then see exactly what the things fall under energy
efficiency would be a little nore hel pful than going through
the entire thing and trying to piece them out.

Wth sone of the other sections there are sone
references to -- you know, references between where pl aces
wer e di scussed, which | found very hel pful, but I stil
think that if I were just doing energy efficiency I would
want to go straight to that chapter and see what
recomendati ons are necessary and see where | should focus
my attention on progress or on ny help.

So | think it’s nore just for user friendly. 1| do
think that all the concerns were addressed throughout, so |
don’t find the sanme inconsistencies in recomendations,
necessarily, | think it’s just, again, a user friendly
targeted biased approach, that | like to say.

COWM SSI ONER LEVIN: Wl |, thank you again for al
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of your hel p.

COWMM SSI ONER BYRON:  Commi ssi oner Boyd, any
guestions, coments?

COWM SSI ONER BOYD: No, no thank you. Very
conprehensive and |’ ve got quite a few notes here to pursue.

COW SSI ONER BYRON: | do as well. | have a
guesti on.

M5. ETTENSON:  Sure.

COWMM SSI ONER BYRON:  When you were tal king about
feed-in tariff limt, which is kind of interesting, clearly
you’re not just focused on energy efficiency. You recomrend
that we do conpetitive solicitations for feed-in tariff
projects greater than five negawatts; correct?

M5. ETTENSON: Ri ght.

COWMM SSI ONER BYRON: Wy ?

M5. ETTENSON: | think, and |I’mnot the expert on
this, Peter MIler has been involved in this proceedi ng, but
| believe that those don’t necessarily -- those projects
that are above five nmegawatts don’t necessarily need as nuch
support and that they could be conpetitive on the regul ar
conpetitive solicitations, nothing special for those above
five megawatts but, rather, that those sizes could conpete
and coul d be successful on their own w thout feed-in
tariffs.

COWM SSI ONER BYRON: It just seens arbitrary to
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me, why five, why not 20, why not one, so I’mjust trying to
hone in on that. You obviously feel that’s the correct
nunber .

MS. ETTENSON. And | woul d be happy to el aborate
in specifics in the --

COW SSI ONER BYRON: Pl ease do.

MS. ETTENSON:  Yeah, in the comments.

COWM SSI ONER BYRON: Ckay. | also note the strong
comments, the recommendati on around reducing, elimnating
once-t hrough cool i ng.

As you know, this Comm ssion, the PUC, and the |ISO
are working closely together to assist the State \Water
Resource Control Board.

But here’s a tough one for you, does the NRDC see
and understand the direct |inkage between reduci ng and
el im nating once-through cooling and the ongoing litigation
your organi zati on has brought in both state and federal
court on the availability of em ssion credits in the South
Coast Air Quality District?

M5. ETTENSON: Yes, | think that we recognize
t hat --

COWM SSI ONER BYRON: I n ot her words, you have a
role here is what |’ m suggesti ng.

MS. ETTENSON: 1, personally, don’t have a role

here, but --
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COWM SSI ONER BYRON: Wl |, | assune you're
representi ng NRDC

M5. ETTENSON: | amrepresenting NRDC. And | do
understand that the litigation has brought to Iight sonme of
the concerns with the way that the permts have been
allocated, and | think that it provides us an opportunity
to, and I think this is a recommendation as well, to
reeval uate how t hi ngs have been dol ed out down in the South
Coast and inprove the nmethodology so that it takes into
consideration all of the different concerns around once-

t hrough cooling, reliability, permts, CEQA, and the C ean
Air Act as well .

COW SSI ONER BYRON:  |'m not sure “doled out” is
the right term

M5. ETTENSON: Al | ocat ed.

COWMM SSI ONER BYRON:  But what |'mtrying to get at
is | want to make sure that your organi zati on understands we
are working hard to resolve both these issues and --

M5. ETTENSON: Absolutely and | think --

COWM SSI ONER BYRON:  -- and your organi zation and
ot hers that have enjoined these | awsuits have an inportant
role in helping to, let’s say, settle these suits such that

we can get on with this.

M5. ETTENSON: | agree conpletely and we | ook
forward to working with you. | think you' ve been working
Cdifornia Reporting, LLC 69
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with a nunber of our constituents in our Santa Monica
office, and it sounds like there’s been sonme significant
progress on approachi ng ways of achieving that success that
you speak, so | will get back to those people as well --

COWM SSI ONER BYRON: Al l right.

MS. ETTENSON: -- to find out the details.

COWMM SSI ONER BYRON:  Agai n, thank you for your
comments, thorough review, | ook forward to themin witing.
Thank you, Ms. Ettenson.

M5. ETTENSON: Thank you so much

COWM SSI ONER BYRON:  The next card | have is Ms.
Sue Mara, Alliance for Retail Energy Markets.

M5. MARA: Thank you Chairnman Byron --

COWM SSI ONER BYRON:  Ch, just Comm ssioner Byron
is fine.

M5. MARA: Comm ssi oner Byron, Conm ssioner Boyd
and Levin, thank you for this opportunity. | spoke in
Sept enber as wel | .

And just to let you know, the Alliance for Retai
Energy Markets is an organi zation of electric service
provi ders, they serve approximately eight to nine percent of
electricity load in the investor-owned utility service
territory, in conpetition with the utilities. So they are
provi di ng conpetitive electricity to retail end-use

custoners in California.
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As | requested last tinme, and as we submtted
comments on Cctober 2™ |'mhere to request that the Energy
Comm ssion include a forecast of direct access expansi on of
| oad during the I EPR pl anni ng process or planning peri od.

Ri ght now the demand and el ectricity estinmates are
solely for the utility service areas and don’t include any
di saggregati on.

This is not a new request, it is not a new idea,
we actually started talking to Conm ssion staff about this
| ast year and we submitted comments in Septenber of |ast
year asking for this, and providi ng sone gui dance about how
such a forecast could be acconplished by the Energy
Conmi ssi on.

Al so, the Public Resources Code Number 25302.5(b)
requires the Energy Conm ssion to provide such a forecast as
part of the IEPR, so it is a requirenent of the Energy
Comm ssion. Right nowthere isn't one. And later on ||
give you a few i deas on how we can get there.

Also, it’'s no longer w shful thinking, as sone
m ght have argued, the Governor did sign SB 695 into | aw
| ast weekend, direct access will expand and it will expand
begi nning April of next year. So it’s no |onger a pie-in-
the-sky idea, direct access is going to expand and it needs
to be incorporated into the forecast.

And why is that; why do we need to do this?
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Because if we don't, then the utilities will have to over-
procure because they’' ||l be procuring to a higher |oad and
that will lead to a requirenment or a request by the
utilities for stranded cost recovery, which, as we know, is
a burden on any conpetitive market.

So in order to mnimze costs for end-use
custoners in California, you need to have sone realistic

di rect access forecasts as part of the | EPR pl anni ng peri od.

What options? Well, | think there’ s sonething
reasonable. | don’t think you need to change your report,
your report is at a higher level, it deals with inportant

energy policy issues in California. But it’s needed for the
Public Utilities Comm ssion | ong-term planni ng process,
which will probably get going, at least as far as the
utilities starting to develop their plans, in the first
quarter of 2010.

So there is sone time, it doesn’'t have to be done
in the next two weeks. W did provide coments and we
subnmitted themon October 2" that provides nore or less a
st ep- by-step gui deline on how you could go about doing a
fairly sinple, but reasonable, direct access forecast.

So and we’'re happy to work with you if you have
any questions on those steps that we provided. You could do
sonething |i ke a suppl enent of tables, which disaggregate

the utility service area load into the bundle versus direct
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access,

versus public, PQU conponents of the forecast. And

that could be provided, as | said, in the first quarter of

2010 to

the Public Utilities Conm ssion and to the public,

and that woul d provide the needed data to do a reasonabl e

f orecast for us.

can you

So I’ m happy to answer any questi ons.
COWM SSI ONER BYRON:  Ms. Mara, | have to admt,
remnd ne, SB 695, who the author of that one is?

MS. MARA: Kehoe. That was the one that al so

i ncluded the restrictions on use of dynam c pricing for

resi dential consuners.

COMW SSI ONER BYRON: And | have to admit, | was

not aware or don't renenber, which is often the case, that

it included provisions to open up direct access again. So

don’t want to m sspeak, having not read it recently as to

what it

pr esent

t hat we’

says. That could be very good news, but it does
this problemthat you’'re indicating.
And certainly, | think Iike many of the comrents

re getting here today, we’'re going to have to dea

with these and figure out what we can do within the

timefranme that’'s avail able to us,

real -ti me passage of the |egislation over the weekend.

correct,

M5. MARA: Right.
COWMM SSI ONER BYRON:  And this one, | think you're

has sone effect on forecast.
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You may al so be aware that we have a | ot of input
that we’'re under-forecasting demand here over the long term
and we’ ve been struggling with a | ot of those issues,
enbedded energy efficiency, et cetera, so we’ ve conducted
numer ous wor kshops around this demand forecast issue over
the last, during ny tenure on this Comrittee for the |ast
two years, and prior to that.

So that's a good one, 1’|l alert the staff by ny
comments, now, that we’'re going to need to cone to grips
with what we can do to address this conment.

| don’t have any additional comments or questions.
Conmi ssi oners?

COWM SSI ONER BOYD: No, no further questions

COWMM SSI ONER BYRON:  But | certainly do | ook
forward to your comrents. Please be as explicit as you can
to make sure we understand exactly what you’'re suggesti ng.
As you know, there’s so nmany topics in here, but | think
did grasp it and we’'ll do what we can.

W may al so be able to, follow ng the adoption of
this IEPR if we're not able to revise forecast, which
suspect may be the case, to indicate that we will certainly
work with the PUC in making sure that we are not over-
projecting needed capacity requirenents on the part of the
i nvestor-owned utilities.

M5. MARA: Thank you. And just to be clear, I'm
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not asking you to revise your forecast.

it --

COW SSI ONER BYRON:  Good.

M5. MARA: |I'msinply asking you to disaggregate

COWMM SSI ONER BYRON:  Yes, | know.
M5. MARA: -- into the conponents.

COWMM SSI ONER BYRON:  Yes, and |’ m sure you know

exactly how to do that.

M5. MARA: Well, 1’ve provided, at |east for

direct access, a sort of a step-by-step approach in the

Oct ober 2" comments, so we al ready have that.

COWM SSI ONER BYRON:  Ckay, we will | ook at that

again nore carefully.

passed.

M5. MARA: Ckay, thank you.

COMM SSI ONER BYRON:  Now that this legislation is

Thank you, anything el se?
M5. MARA: That's it.
COWMM SSI ONER BYRON:  Thank you.

The next commenter that | have a card for, M.

Steven Kelly, the Independent Energy Producers.

MR. KELLY: Thank you, Comm ssioners, it’s good to

see everybody here.

gr oups,

|, too, have been to a |l ot of |EPR discussion

so thisis -- it's good to be back
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COWM SSI ONER BYRON: And | really do appreciate
when you cone, we get a very good perspective froma |ot of

energy producers that we don’t normally, wouldn’t have an

opportunity to hear fromotherw se, so | think your comments

are extrenely inportant to this Commttee.

MR, KELLY: Well, thank you. We will be providing

witten comments at a nore detailed |evel

What 1'’d like to do at this initial point of
commenting on your report is step back a little bit, focus
in on a couple things.

One, I'’mgoing to just give you sone initial
comments on a kind of style and format that m ght help the
report as we nove forward and then; two, focus in on what |
think are inportant policy issues that seemto be -- that
are enbedded in the docunent, nanely the issue of grid
reliability and then the issue of need assessnent and need
conformance, which are laid out in your report.

And then al so, maybe at the end, highlight a
couple of other policy issues that | think are out there
lingering, that I want to comment on before we provide
witten conments.

First, related to format and style, and |’ ve been
in front of you a nunber of tinmes over the years commenting
on the need for this Conm ssion to focus on probl em sol ving

and prioritization of that problem solving.
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There is a lot of material in this report, 250
pages. There is about 15 plus pages of recommendations at
the end of the docunent. |It’s a |ot of material.

| think what is mssing is the ability to
synt hesi ze that or highlight what is relatively nore
important or less inportant than others. And it nakes it
difficult for nme, as a reader, to appreciate exactly what
you’ re thinking about as inportant.

In addition to that, 1'Il just make the
observation that a nunber of the observations, again, lots
of which | support, are process recomendati ons, the Energy
Comm ssion should work with this agency on bl ah, blah, blah,
blah. And that’s great and | assune that’s happeni ng
anyway.

What | would like to see pulled out, froma
stylist perspective, is the actual i1ssues that are problem
solving, designed to fix the problens or the inpedi nents
that you see in front of you as this agency noves to try to
i npl enent State policy. That would be very hel pful and
particularly in the executive section, to bring that
prioritization together would be very hel pful for readers.
Because as you all know, there’s probably very few people
that read all of the 250 pages of this docunment. Most
people go first to the executive summary and try to identify

what is critical and what are you proposing to do about it,
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and | think that’s kind of m ssing that.

So | do nmake that, | think I nade that
recommendati on a couple of years ago, | will repeat it now
that I think it would be hel pful for the reader and
pol i cymakers.

Now, let ne nove to a couple of issues that are
kind of at the 40,000-foot |level at this point. And let ne
speak about grid reliability and this kind of builds off of
my prior comments; grid reliability still remains a key goal
for any energy agency, in ny mnd, in California and the
Legi sl ature.

And while attaining the environnental policies
that we have established in the Legislature or that you' re
trying to neet, or the other energy agencies are trying to
nmeet as they inplenent their roles, grid reliability is a
critical factor that drives public opinion and should be a
critical factor in driving public policy inplenentation.
And | don’'t think it’s enphasized enough in this report.

For exanple, and there's a spattering of --

COWMM SSI ONER BYRON: Whuld you like it to have its
own section?

MR. KELLY: | don't think it needs its own
section, but | certainly would bring it up fromthe | ast
par agraph in the executive sunmary up higher. Because it’s

in the context of grid reliability and mai ntaining the
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lights that you need to westle with inplenenting your once-
t hrough cooling policies, your renewabl e policies, your
energy efficiency policies and so forth.

And | don’t believe the public, based on the
comments that |I’ve heard in front of you over the years and
| read in the paper, that people fully appreciate the
difficulty of inplenenting the various public policy
obj ectives enacted in statute and maintaining grid
reliability.

But | can guarantee you that if grid reliability
is not maintained, then these other policies will fall from
the wayside fromthe public’s anger, as they have trouble
lighting the things that they want to |ight.

So | do think it’s an inportant thing, we all take
it for granted in our business, but this is a docunent that
is a public docunent that is supposed to represent the best
thinking fromthe State’s prem er planning agency. And to
not have it featured nore promnently | think is probably a
m st ake tactically.

| understand, |’ve read your docunent, there' s a
| ot of places where you address it, but it really isn't in
t he executive summary at all except in the |ast paragraph,
and | woul d enphasi ze that nore highly.

Moving to the front, informthe public about the

i nportance of that as you westle with these nore intricate
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policies that are promul gated by the Legislature and then
make sure that we are planning the systemto maintain that
measure of grid reliability so that people can continue to
function as they expect.

Secondly, | want to nove and tal k about the issue
of planning need assessnent and need confornmance. And |
t hi nk “need conformance” is kind of a termof art that is
newly to ny eyes, but | saw it enbedded in your docunent.

And the recomrendati on that was enbedded in the
docunent, in a nunber of places, was that the Conmm ssion
shoul d seek | egislative authority explicitly providing it
with an explicit need confornmance process.

And | interpreted that as being a process by which
this agency eval uates generating siting proposals or
transm ssion siting proposals, if you have that authority,
in light of sonme determ nation, soneplace, already about a
need assessnent. So | view it as kind of an additional
st ep.

And | have two comments about that. First, |
don’t believe that the Legislature is the best place to have
the initial discussion about how to structure a program
rel ated to need assessnent and need confornmance.

| would prefer a recommendation that says that
this Comm ssion and the other energy agencies, and | include

CARB now, and the I1SOin a dialogue about what it is to
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address need assessnent for purposes of siting new
generation and new transm ssi on.

My industry’s not particularly interested in
creating new barriers to devel opnent of projects, we’'re also
not interested in facing a nyriad of energy agencies that
often apply their own auspices in a manner of duplication to
send signals to the generation community about where, when
and what to build.

And that’s lacking today is that integrated view
across nmultiple agenci es about howto do this. And I
understand that you have an integrated energy planning
process, you have a lot of narrative in your docunent about
t hi s pl anni ng process.

What we’ re nost concerned about is having to face
mul ti pl e agencies that are doing the sane thing and nobody
deferring to sonme other entity for purposes of determ ning
whet her a project should nove forward or not.

And 1’'I1 give you a couple of exanples about why
it’s a problem In many ways there’s al nost a chi cken and
egg problemin developing projects in California today. In
sonme processes, siting processes for exanple, the entities
for which there is approval on the actual siting of a new
generation facility, in addition to applying the CEQA
obligations, will look for a PPA that would cone out of a

procurenent process for a neasure of need or a reflection of
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need, because it would cone through the |ong-term
procurenent decision and, in the case of the I OUs you' ve got
a PPA now, and sonebody has determ ned that that was
approved and cost, and reasonabl e.

On the other hand it’s often the case that in the
RFO process having a siting certification enhances your
opportunity to get a PPA. Wiat we need is sone clarity in
the process for devel opi ng projects about where -- what
t hi ngs generators need to nove forward in a tinely and
ef ficient manner to develop their projects, and what’s the
process going to be so that we don’t get second guessed at
the | ocal agencies, or second guessed at this Comm ssion, or
second guessed at the Public Uilities Comrission in terns
of when you put those pieces together.

And we don’t have that right nowis ny sense and |
think it would be very helpful for this agency to bring
together all the other agencies and the stakeholders in a
di al ogue about how to do this, so that we send the proper
signal s.

Because it’s quite frankly, as you know, very
expensive to develop in California, nultiple mllions of
dollars to go through the CEC siting process. And it isn't
hel pful to be at the end of that process and find out that
sonebody says well there’'s -- even though you’ ve passed al

the CEQA requirenents from an environnental perspective, a
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determnation is nmade that you don’t have a PPA or you
haven’t proven need.

Si mul t aneously, it’s very expensive to respond to
the utilities RFGCs in California and it’s not particularly
hel pful there to not know exactly what you need to get
t hrough that process to achieve a PPA, if that’s going to be
a prerequisite for devel oping projects.

So I"'mjust asking and | would recomend to nodify
your recomrendation in your report to nove off of seeking
| egi slative authority on sonething that | think needs to be
vetted a little nmore fully.

And we’'re here and very interested in
participating in that discussion. W think it wuld take --
it’s a detailed and conplicated issue that needs to be well
t hought through to nake this a nore efficient market.

COWM SSI ONER BYRON: M. Kelly, if | may interrupt
just briefly, and of course that dial ogue anongst agencies
is and has been goi ng on.

But you said -- you, yourself, said that there's
mul ti pl e agencies and no single agency is willing to defer,
| believe you said, to a single agency at this tine.

MR KELLY: Yes.

COW SSI ONER BYRON:  So, you know, that dial ogue
has been underway for a nunmber of nonths and I’mjust -- |I'm

confused as to the di sconnect between those two statenents
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on your part.

MR, KELLY: Well, it may be -- and | saw a
reference in your docunent that there was sone docunentation
circul at ed anongst the agencies about this issue. | don't
think that ever saw the light of day, at least froma
st akehol der perspective. So that would be hel pful to know
what the thinking is.

|’malso -- nmy observation is that nothing had
occurred fromthe circulation of that document, so I’ m
assum ng that there was not agreenent.

| would like, | identified this as a key probl em
that we need to fix in order to make it --

COWM SSI ONER BYRON:  Agr eed.

MR. KELLY: -- nore efficient for people to
devel op projects in California.

COWMM SSI ONER BYRON: Wl |, and sone of your
assunptions I'ma little concerned about, the assunption
that there’'s no agreenent, you know, that may not be the
correct assunption.

There are sone ot her assunptions you nentioned
early on, | just want to highlight that.

MR, KELLY: Sure.

COWM SSI ONER BYRON:  And that is, for instance,
the need for a power purchase agreenent as an indication of

need or need conformance. O course, we have a nunber of
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applications that cone through this Comm ssion w thout power
purchase agreenents --

MR KELLY: Right.

COW SSI ONER BYRON:  -- and we don’t -- we process
themin the same manner.

And, of course, there’s also exanpl es of those
conpani es that may get their certification and/ or even may
start construction but never get a power purchase agreenent
as well. So, you know, there is still a disconnect there
and I"mnot sure if you always see that because your nenber
conpani es, | suspect, nobst always go get a power purchase
agreenent as a prerequisite.

MR KELLY: Well, that’s not true. Actually,
we’ve got a structure that could provide an opportunity for
what 1’1l call a “pure nmerchant play” in California to nove
forward and, you know, you site that facility in the context
of your CEQA obligations.

COWM SSI ONER BYRON:  And really, | didn't want to
t ake everybody’'s tine for a discussion on the particulars,
but just to point out that sone of those assunptions nay be
causi ng you to make conclusions that don’t enconpass all of
the possibilities that are before us.

MR. KELLY: That may be well taken and that’s
exactly why we need a dialogue that | think is nore public

than is occurring today.
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COW SSI ONER BYRON:  Okay, fair enough. Please --

COWM SSI ONER BOYD: Before we |eave this topic and
| know Steven’s got nore to say, which | really --

COWM SSI ONER BYRON:  And we will give you the
opportunity.

COW SSI ONER BOYD: -- and which | do want to
hear. But since we're on this topic, do | take it fromthe
di scussion that’s just taken place that you don’'t feel that
the |l ong-term procurenent process takes care of this
concern?

MR. KELLY: It’s not obvious that it does. |If
you -- if an entity had a PPA that was derived froma | ong-
term procurenent proceeding, it’s not obvious to ne that
this Energy Comm ssion defers to that conclusion that you
have a PPA in hand and, therefore, you re deened needed.

COWM SSI ONER BOYD: Well, the question is not what
we do, it’s what do you perceive?

MR, KELLY: Well, | don’t think there is a
consensus yet on this and, hence, ny request for a dial ogue
on this. [It’s not abundantly clear to ne. Wthin ny
menbership | think there’s al so people, lack of clarity
about what it’s going to take to nove projects through the
California regulatory structure to get sited.

COWM SSI ONER BOYD:  Ckay, thank you.

MR KELLY: And it integrates the 1SOQ issue, it
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integrates the concept of these PPAs, it integrates the
concept of what do you with the pure nmerchant play that is
ot herwi se CEQA conpliant?
| mean, we’ve got a greenhouse gas programthat’s
being i npl emented now that is basically saying that for the
el ectric sector they' re sectoral emssions will reduce to
1990 level s by 2020. Are there nore things that the
electric sector is expected to put up on that, if you can
neet the obligations, if you' re conmmtted to buying the
al l omances for exanple, if those are out there, if that’'s
the program to match your em ssions, is that sufficient?
|’mreading the transcripts, I'mfollowng this
and it’s not clear to ne that there is a consensus here and
| think we certainly need the dialogue on this.
COWM SSI ONER BOYD: Thank you for that response.
| will be using our transcript of this discussion.
COWM SSI ONER BYRON:  Conmi ssi oner Levin?
COM SSI ONER LEVIN:  |I'm sorry because | know we
have interrupted you mdstream but unfortunately --
COWM SSI ONER BYRON:  Ch, | take responsibility for
t hat .
COW SSI ONER LEVIN:  Well, | have to | eave a
l[ittle bit prematurely so | want to get in a question as
wel | .

| m stuck on one of your first coments that a | ot

Cdifornia Reporting, LLC 87
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

of our recommendations are process oriented rather than
specific policy recommendations, and so |’mgoing to put the
onus back on you then, you ve made a process reconmendati on
here to have nore di al ogue | ed by the energy agencies, not
the legislature and | don't disagree with that, but to
junpstart that dial ogue what specific policy recomendations
woul d you and your nenbers make, particularly in the area of
the need determ nation, that would streanline the process,

t hat woul d reduce duplication?

Because back to your own concern about the I|IEPR
draft, this is still in the area of process, not results.
And we absol utely share your concerns; we do struggle with
how to do it and how to build a consensus around a nore
streanl i ned, |ess duplicative process.

MR KELLY: Well, the catalyst for nmy coments was
the |l anguage in the draft | EPR on the need conformance and
the Conmm ssion’s interest in seeking |egislation on need
conformance. Wiich I think | know what you’re talking
about, | don’t really know for certain what it is, and
particularly in light of |ong-term procurenent proceeding,
which is designed to integrate your supply and demand
assessnments into procurenent practices for the utilities, or
the 1 QUs anyway.

We’'ve traditionally | ooked at that as the process

for at | east assessing a neasure of need, while additional
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merchant facilities had an opportunity to conme directly to
you and build their facilities and conpete in the nmarket, if
t hey so chose.

Now, there isn't a lot of that going on right now
because of a | ot of reasons, but there was an opportunity to
do that. It’'s not clear to me whether that’s closed off
now, should it be, or whatever? Do you have to cone through
an RFO process to neet the determ nation of need and, if you
do, is that satisfactory to this Comm ssion in the siting
case?

| don’t see very nuch clarity in that regard, it’s
ki nd of cl oudy.

COWM SSI ONER LEVIN:.  Can | ask one foll ow up
guestion, I'msorry, | do have to | eave.

On the transm ssion permtting process, in
particular, which is an area we're a little nore focused on,
you -- well, | don’t think you were speaking specifically to
transm ssi on.

MR. KELLY: Right.

COWM SSI ONER LEVIN. | took your comnment nore
generally that there isn’t an integrated planning and need
determ nati on process now.

But in the transm ssion area we do have a
strategic transm ssion investnent plan. And is that, in

your mnd, and adequate or a helpful step in the need
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process, or is it largely ignored; is that the kind of thing
you woul d be | ooking to do nore broadly; where does that
fall, you know, in ternms of hel pful ness.

MR KELLY: Well, | nmean, to be honest with you, |
don’t know if it was ignored, but | haven't read it yet. |
was at the | SO when they were having their synmposium and the
| SO s kind of the transm ssion planning entity. Wen the
Energy Conm ssion cones out with a strategic transm ssion
pl an and has a workshop the sanme day that the 1SO is having
a synposi um on what they’ re supposed to do, that’s a
reflection of a | ack of concordance anongst the entities
that are responsible for this.

And as far as | can tell, the 1SOis kind of the
pl anni ng entity.

COWM SSI ONER BOYD: | was going to ask you, is the
| aw perfectly clear on that?

MR KELLY: | would like us, even if the lawis
not clear, because we all know the law is very sel dom cl ear
on anything, it would be hel pful for the agencies and the
SO to work toward nore clarity.

| nmean one of the things in the last ten years
that was actually very helpful in the energy business was
when the agencies got together and did the joint energy
agency planning that led to the |oading order. | nean, that

was a consensus across a nyriad of different agencies and
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interest groups within those agencies to adopt sonething,
and it actually provided sone signals to the nmarketpl ace
t hat were hel pful.

COMM SSI ONER LEVIN:  Well, | really appreciate
your candor and I will seriously just turn the table back on
you and say, you're right, we need both process and
substantive policy reconmendations, so try to get your
menbers together and give us the policy recomendations, as
wel | as the process recomendati ons you’ re making.

And | apol ogi ze for having to | eave early, | would
far rather stay here, but other duties call, unfortunately.

COWMM SSI ONER BYRON:  Thank you, Comm ssi oner.

M. Kelly, please continue.

MR. KELLY: Yes, so | won't bel abor that point,
we’' ve had a good discussion on that. Let ne go to a couple
ot her planning issues before | cede the floor. And these,
will say, are secondary planning issues in nmy initial read
of your docunent, so | just want to throw them out there as
sonething that | think you ought to consider.

And these may be nore in the form of questions.

But one of the things that | think needs to be integrated
into our planning is how California, as a state, can capture
an increasing anount of federal dollars in the energy
sectors and what we need to do to achieve that.

You' re fairly famliar with the renewabl e program
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at the federal |evel and that renewabl es need to be

begi nni ng construction by Decenber of 2010. There is a
tremendous anount of federal noney at stake on the table
here, all of which benefit California consuners if we can
bring it hone.

What is it that we can do to make that happen?
Now, | know there’s an MOU fromthe Governor, he announced
it this week, and it’s very inportant and it | ooked very
prom si ng.

But to the planning agency, the Energy Conmm ssion,
| would just say to be thinking about what steps we can take
to try to bring back an increasingly |arger amount of the
federal noney that’'s available for this infrastructure
devel opnent .

Secondly, on page 168 there’s a statenent about
the external forces that continue to exert major influence
over the electric industry, and I would just reconmend
adding the role of siting and siting approvals as one of
those four or five issues that you' ve listed there.

And then finally, | just want to bring up the
issue of the feed-in tariff. There's a lot of discussion
about the feed-in tariff, there’s a |lot of novenent in the
feed-in tariff realm the legislation is passing and so
forth.

As a practical matter, what’'s being tal ked about
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is really, at the Public Uilities Commssions is usually a
standard offer contract structure, rather than a feed-in
tariff that was used in Europe.

But be that as it nmay, | have yet to see conme out
of the Public Uilities Comm ssion or this Conm ssion a
| egal analysis that speaks to whether the role of the feed-
intariff absent PERPA

And | think that’s sonething you' ve raised in your
docunent as sonething that needs to be addressed, as one of
your recomrendations to address the jurisdictional issue on
a feed-in tariff. And | whol eheartedly recomend that you
do that.

It would be sad to spend so nuch tine on a feed-in
tariff to find out that under the Federal Power Act it may
or may not be -- whether or not the State has the authority
to actually do that path.

Because we’'re spending a lot of tinme on that and
it’s tinme well spent as long as it is a path that wll have
sonme sustainability over the years.

So | bring that to your attention as well, and
those are the issues that | just wanted to bring to your
attention today and will be providing comments.

COWM SSI ONER BYRON:  Very good, M. Kelly. A
coupl e of quick feedback comments, | think with regard to

the early issues that you raised on how difficult it is to
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synt hesi ze what’s inportant and bringing forth the key
i ssues and solutions that this Comm ssion recomends for
addressi ng those issues, that’'s what we're attenpting to do.
And Ms. Korosec, | thought we had and were | ooking
for coments on what we think are those key recomendati ons
that we’ ve brought forward. And | certainly wel cone your
i nput .
| think we all -- we all have our biases, we
represent organizations. | agree with you conpletely about
the inmportance of grid reliability may be not enphasized
enough, acutely aware of how inportant that is. And your
comment that everything else mght fall by the wayside if
that’ s adequately addressed, | guarantee you if cost is not
adequat el y addressed everything el se falls by the waysi de.
Fortunately, this Conm ssion doesn’'t have to dea
with that issue to any great extent.
And | would also like to tell you and everyone
el se that with regard to your coment on what this
Comm ssion can do to help make sure the State gets access to
the ARRA funding that’s avail able for renewabl e projects,
we’ ve i ndeed devel oped with the State agencies and the
federal agencies a new schedule for applications that cone
before this Comm ssion that neet certain, obviously, the
reporting, | should say data requirenents, a very aggressive

schedul e to conplete those prior to that deadline. And in
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fact, there’s going to be workshops to review all of the
renewabl e projects in this State. 1 think they re schedul ed
for Novenber 3'¢ and 4'", that’s a new date that | just heard
yesterday so we’'ll need to confirmthat. Those are day-Ilong
schedules wwth BLM and Wldlife, Fish and Gane, this
Energy, the Governor’s office, there will be |ots of
participation to indeed track the 40 or so projects in this
State, | believe that’'s the correct nunber, that are
renewabl es, not just under the jurisdiction of this
Conmmi ssi on.

So I just wanted to highlight that that’s noving
forward as well. But | will give you the |ast word.

MR. KELLY: Can | ask you a question on that
because | read the Governor’s MOU with the Bureau of Land,
established by the feds, and there’s a best manual s
practices conponent of that, which is not going to be
finished until 2012 as far as | can tell, | think, or fairly
late in the process in light of this deadline for noving
renewabl es forward by 2010.

COW SSI ONER BYRON:  The draft, the best
managenment practices draft is out. It may take us a little
while to conplete it and finalize it, but the draft is
avai | abl e.

MR KELLY: Yeah, is it -- the deadlines that I

was seeing in that description of that process didn’t
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coincide particularly well with the federal deadlines on
turning dirt for new renewabl es. Just an observati on.

COWM SSI ONER BYRON:  Ckay, |’mnot sure about
t hat .

MR. KELLY: Ckay.

COWMM SSI ONER BYRON:  But | believe we are pushing
staff very hard on this, BMPs, best nanagenent practices, to
be out and avail abl e.

And with regard to the ARRA funding, | should tel
you as well that I was in Washington D.C. two weeks ago, |
did neet with Senator Feinstein’s office. And although I'm
probably putting her on the spot, her staff indicated that
they would likely introduce |egislation that m ght extend
t hat deadl i ne.

MR, KELLY: Ckay.

COWMM SSI ONER BYRON:  So we’'re very hopeful for
that. O course, it would apply to all states, not just
Cal i forni a.

MR KELLY: Right.

COWM SSI ONER BYRON: So there is a conpetition for
t hese funds and we’'re keenly aware of that and want to nove
these projects forward as quickly as we can.

MR. KELLY: Thank you.

COWM SSI ONER BYRON:  Thank you. Let’s not --

COWM SSI ONER BOYD: Well, before you let himgo --
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MR. KELLY: |1’ve got two cars, one truck and --

COWM SSI ONER BOYD: M. Kelly, as always very
insightful comments and I, frankly, always |ook forward to
your appearances and your comments.

And | was particularly pleased that in your
openi ng comrents about grid reliability you laundry |isted
sone of the many types of strategies that could be used to
meet grid load reliability, not just putting steel in the
ground, i.e. generation. And that’s a good point and that
beconmes problematic oftentines as we work on the issues that
you said we need to work jointly on.

In the vul cani zed energy state of California it is
difficult and as you recall on transm ssion planning this
Agency, years ago, tried to use the I EPR which we see as
significant, not enough people do, unfortunately, as a way
to say, |ook, transm ssion construction and pl anning
therefore is incredibly inportant to California’'s
electricity future and needs to be addressed.

And, therefore, encourage the audiences for this
docunent to pursue that question. And years passed and
ultimately we did the unthinkable of suggesting, |ook, this
isn't getting solved, either solve it or, dam it, give it
to us and we' Il do it.

And of course, as | alluded to the energy

vul cani zed State of California that wasn’t well received and
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that’s unfortunate, and that’'s still where we stand. W
think we saw nore novenent on the part of sonme energy
agencies to address that issue, but it does still fester and
is an issue, and grid reliability is next inline in terns
of the dilemas that we have with regard to solving this

i ssue.

And | will use the colloquy we had on reliability
and the |l ong-term procurenent programto hel p make t hat
poi nt in other venues.

But anyway, thanks for your comments, very
hel pful. And don’t be surprised if we call on you nore.

MR, KELLY: Thank you very nuch.

COWM SSI ONER BYRON:  Thank you, M. Kelly, and we
| ook forward to your witten conments.

We're going to break for lunch. | do have sone
additional cards here in front of nme. Just to give you a
sense, |’ve got about seven or eight cards left and | fully
anticipate that there may be additional comments.

Let’s reconvene at 1:15.

M5. KOROSEC: All right.

COWMM SSI ONER BYRON: Ms. Korosec agrees. 1:15 by
the clock in the back of the room Thank you.

(O f the record for the lunch break.)

AFTERNOON SESSI ON

COWMM SSI ONER BYRON:  The inportant people are
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back. Al right, let’'s go ahead and begin, | should say re-
begi n.

Excuse ne. (Good afternoon, Comm ssioners Byron
and Boyd are back with you, all those folks that are on
WebEx, and we’'d like to resunme receiving public comments on
our draft Integrated Energy Policy Report.

The next card that | have is Ms. Rochelle, |
believe it’s Baker [sic], Aliance for Nucl ear
Responsibility. O naybe Becker, |'msorry.

M5. BECKER: The second one will do, thank you.

Actually, I’"mnot going to go into the detail that
everyone else went into today. | had a throat procedure
yesterday and nmy voice is running out, so I’mgoing to do
the best that | can before | run out conpletely.

COWM SSI ONER BYRON:  Thank you for being here.

And you go ahead and take your tine and --

M5. BECKER Oh, | wll.

COWM SSI ONER BYRON:  Good.

M5. BECKER: First of all 1'd like to thank
Bar bara and Steve McCl ary at RON and Conm ssioner Boyd, for
the great job they did on the nuclear section of your |EPR
report.

COWM SSI ONER BYRON: Wl |, there were many others
involved in that section.

M5. BECKER Well, they' re the only nanmes | know,
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so they can thank the others for nme, and | very nuch
appreciate it.

W have started comments, we haven't finished
them There was a problemgetting all the docunentation to
us fromthe filing of the utilities docket, sent us the
testinmony from Edi son and from P&E, but they didn’t send us
t he backup docunents, and as we started to read through we
realized that we couldn’t do conments wi thout the backup, so
it took a while to get themto us.

So we will finish our conments by the 28'" and have
t hemin.

Al so, on AB 42 we understand that the Governor
thinks that everything is just fine for the Comm ssion to go
ahead without AB 42 going forward and |I'’mreally sort of
wondering what the Comm ssion’s take on that is. Senator
Bl akesl ee doesn’t really feel that that's the case and | was
wondering if the Comm ssion felt that the Governor’s
response was adequate for nmeking sure that those studies are
conplete, seismc studies are conplete to your standards
wi t hout AB 42.

COWM SSI ONER BYRON: Wl |, Conmi ssi oner Boyd, do
you want to weigh in on what you think the Governor thinks?

COW SSI ONER BOYD: Wl l, | know how I was
interpreting his veto nessage is we have all the authority

and |icense we need to proceed, so that was the way | was
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going to recommend we just proceed. But there seens to be a
di fference of opinion on that subject.

M5. BECKER: Well, and |I’m not positive and --

COWM SSI ONER BOYD: | just read what -- just read
what Assenbl ynman Bl akesl ee said --

M5. BECKER  Yes.

COWM SSI ONER BOYD: -- and he apparently is not a
happy person.

COWM SSI ONER BYRON: | have not seen the Assenbly
Menber’ s response.

M5. BECKER  Ckay. And secondly, |ast week
Comm ssioner Boyd and | were privileged to be at Scri pps
Institute where we got to watch the live ocean all day |ong
during the proceedi ngs, which was kind of nice, but
Commi ssi oner Boyd asked a very inportant question to both
PGXE and Sout hern California Edison at that neeting, and
that was do they plan on conplying with all of the 1632
studi es that you had asked themto do.

And Edi son’s response or Southern California
Edi son’ s response was yes, which was very nice because it
certainly wasn’t clear in any other testinmony or their
attachnments.

But PGE did not agree to do that on that day and
so | was hoping that you could get their consent as well, it

woul d certainly alleviate sone of my concern about making
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sure that those studies are conplete.

And third, there’s a thene throughout our
comments, which are not conplete, but 1'’msure the thene
will continue and it sonmewhat concerns ne when |’ mreading
t hrough your 1EPR report it says that you are encouragi ng
the utilities to finish their studies, but Edison has
said -- excuse nme, when | say “Edison” | just nmean SCE
It's easier to say one word.

That they hadn’t nmade it clear that they’ re going
to conpl ete those studies before they file for a license
renewal and they were fairly clear that they want to file
for a license renewal in 2010 which, at the nonent, is three
nmont hs away, although I think it’s probably the end of 2010.

So I would very nmuch |ike to see, to make sure for
energy planni ng purposes in general that those studies are
conpl eted, adopted and inplenented before the utilities file
for a license renewal.

And the reason for that is not only because |
woul d feel nore confortable and feel |ike the energy
pl anni ng was nore secure, but also, you know, we’ve done it
wong in the past. You know, we’ve been the |aughing stock
in the country for not doing energy planning. And
rat epayers just can’'t be charged with nore noney, nore
expenditures to do |license renewabl e applications before the

State knows whether it'’s in the State’s best interest, both
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on an economc level and a reliability level, to continue to
operate these aging reactors.

Pretty much the longest tine it’s taken so far for
even the nost controversial plants to receive |icense
renewal s is four and a half or five years, and it’s now 2009
and the earliest date for termnation of |icense for San
Onofre is 2022 and for Diablo Canyon is 2024, 2025. So they
certainly have nore tinme to conpl ete, adopt and inpl enent
t he studies you ve given them giving us a nuch better
pi cture on whether or not the State should continue to rely
on these aging plants and whether or not the federal
government is actually sincere inits efforts to find a
solution to the on-site storage of radioactive waste.

Di abl o Canyon, as you know, is within two and a
half mles of two active earthquake faults. And, you know,
the Echo Mountain project is dead and the chair of the NRC
has said it’s not urgent to nove this waste.

Well, it my not be urgent to the chair of the
NRC, who lives in Maryland, but those of us who live in
California find it just a little bit nore urgent that those
studi es are conpleted and we know whether or not it’'s safe
not only to store the waste on-site, but to continue to
produce nore radi oactive waste and store it on-site for an
addi tional 20 years.

So as | said, the thene for our statenent and our

Cdifornia Reporting, LLC 103
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

coments, and will always continue to be our thene for those
comments, is the recommendations that the studies be

conpl ete, adopted and inplenented to ensure that ratepayers
are protected and the State’s reliable energy sources are

pr ot ect ed.

And then far afield fromthe nuclear issue, which
| al nost never do, but in listening to what happened, the
ot her speakers today, | was thinking that when they were
tal ki ng about shortage of energy supplies, transport
supplies, |I’'ve been dealing recently with an agi ng parent
and noticing that there is a -- several of us in this room
wll be, in the next 20 years, probably no |onger driving at
all, the Baby Boom Cenerati on.

And so | think it’s encunbent upon us to nake sure
that those seniors not only have transportation, but live in
facilities that are energy independent, thereby reducing the
energy that we use now in 20 years.

So | would like to see the fact that there' s a
Baby Boom Generation that will not be driving, hopefully,
when they’ ' re -- when they shouldn’t be driving when they' re
ol der, and probably will be living in nore concentrated
areas, and sonehow considering that as part of the future
energy planning for the State of California.

Because a | ot of people do conme here and retire,

and don’t use their cars to get around anynore.
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Thank you.

COWM SSI ONER BOYD: Ckay, thank you, Rochelle.

COWM SSI ONER BYRON:  Thank you, Ms. Becker; we
| ook forward to your witten conments.

The next card | have is June Cochran, Mthers for

Peace.

M5. COCHRAN: Good afternoon, Commi ssioners.

Now, | would like to go through the nuclear plant
safety culture to sonme extent. The State is concerned -- in

your report you say “the State is concerned with a nunber of
ot her issues that may affect the decision on whether the
utilities should pursue plant re-licensing, these including
pl ans for energency evacuation fromboth plants.”

But you only tal k about the evacuation plans. And
the need to reassess energency planning includes far greater
than just the adequacy of roads.

Anot her out standing issue, especially at D ablo
Canyon, is neteorological data. PGE relies on the M das
System which currently uses only one neteorol ogical data
col | ection point.

PG&E, the NRC, the DOE, and EPA have agreed that
mul ti ple data points need to be use. And Mothers for Peace
strongly urges the CEC to denmand a tine table fromthe
utilities for upgrading the nmeteorol ogical collection and

pl ume nodeling systens in order to be able to provide better
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information and protection of the public in the event of a
radi ation rel ease.

The second comrent is on the word “di sposal” and
Comm ssi oner Byron seens to be concerned about verbiage with
the I and use; we’'re concerned about the verbiage for
di sposal

The term “di sposal” as applied to radi oactive

wast e should be discontinued as the radi oacti ve el enents of

which it is conprised will remain sonmewhere in the biosphere
for at least a quarter of a mllion years.

California has a noratoriumon building -- this is
fromyour report. “California has a noratorium on building

new nucl ear plants until a neans for the pernmanent disposal
or reprocessing of spent nuclear fuel has been denonstrated
and approved in the United States. In 1978 the Energy
Conmmi ssion found that neither of these conditions had been
met.”

Alicense -- and this is ny comment, |icense
renewal for either plant would create, in effect, a new
source of spent nuclear fuel beyond those created by the
original licenses. California should pursue the |ega
option of ruling out re-licensing on this basis until that
is decided, either on a California or a national |evel.

The next issue is, and it's kind of related, is

al t hough the statenment that Di ablo Canyon ISFSI is |icensed
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is technically true, the CEC should remain aware that the
license is currently being challenged in the Ninth Circuit
of the U S. Suprenme -- | nean, Court of Appeals, by San Luis
(bi spo Mot hers for Peace.

And t hen sonet hi ng about once-through cooling, the
environnmental inpacts of OIC on marine life are inmedi ate,
ongoi ng and extensive. The CEC and the CPUC shoul d exerci se
full authority to bring to the fore these environnental
consequences of OIC

The short-sighted policy of sacrificing the marine
environment to the exploitation of public waters is not in
the public interest.

The use of free ocean and estuary water for
cool i ng purposes has environnmental and econom c conseguences
for many conponents in the State, in addition to power
generati on.

The | EPR shoul d take into account issues ranging
fromthe protection of the marine environnent to tourism
food supply, and econom c inpact on the fishing industry,
which are all vital around our area especially.

And then | just would like to tal k about the
seism c problens. (Qoviously, Diablo Canyon has received
word that there is a new fault out there that needs to be
studied. And when | go to the Independent Safety Commttee

nmeetings these are always brought up, and P&E al ways says,
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wel |, our people are behind it and we’'re studying it
t horoughly, et cetera.

That concerns me and | noticed in your report
there was one thing where the PGE said, basically, that
they’ re doing nore neteorol ogical studies and seismc
studi es than anybody el se, and so they don’t need anybody
i ndependent to cone in and take stock of that.

And | am concerned about the fact that they are
doing their own studies and the CEC is not reconmendi ng t hat
i ndependent studi es be done as wel | .

Thank you for your tine.

COWM SSI ONER BYRON:  Thank you, Ms. Cochran, for
your conments.

The next card | have is M. Sinon Baker, the
California Public Utilities Conmm ssion, Energy Division
Procurenent staff.

MR. BAKER: Good afternoon and thank you for the
opportunity to coment. |’m Sinon Baker, with the Energy
Division’s Procurenent Section, and |I’m maki ng t hese
comments on behalf of Energy Division staff that have
reviewed the draft | EPR docunent.

We commend the CEC and its staff for preparing
this inportant draft policy docunent, which is both
intensive and articulate in its review of the nyriad

chal | enges and opportunities facing California s energy

Cdifornia Reporting, LLC 108
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

sector today.

As Comm ssioner Byron noted in his opening
remar ks, the PUC has been an active participant in the 2009
| EPR and col | aborating on issues ranging from demand
forecasting and energy efficiency quantification to a joint
proposal on OTC repl acenent infrastructure.

W&’ re encouraged by these collaborative
initiatives and the degree to which CEC staff, working on
t hese issues, have consulted with PUC staff and worked
t owar ds conmon obj ecti ves.

Because our two agencies’ activities are so
intertwi ned, we see this cooperation as a cornerstone of
successfully fulfilling our individual mandates.

PUC staff are still in the process of review ng
the conplete draft IEPR, so we limt our specific conments
at this tinme to a few targeted issues.

We plan to submt nore conprehensive witten
comments based on a thorough revi ew

On the demand forecast, we acknow edge CEC staff’s
considerable efforts to produce reasonabl e forecasts am dst
great econom c uncertainty, to reach out to stakehol ders for
i nput through the Demand Forecasting and Energy Efficiency
Quantification Project working group, and to refl ect
parties’ input in the revised staff forecast and subsequent

adj ust nent s.
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In particular, we appreciate CEC staff’s
flexibility to incorporate the inpacts of the |ong-del ayed
deci sion 09-09-047, a |l andmark PUC deci si on approving the
| QUs’ 2010 to 2012 energy efficiency portfolios and an over
three billion dollar conmtnment to reducing energy in the
St at e.

Finally, with regard to the demand forecast, we
reiterate our request, first submtted in coments on the
draft staff forecast, that the final 2009 |IEPR
recomrendations reflect a conmtnent to review and consi der
noder ni zation of the CEC s demand forecasting nodel s.

In our intense collaboration on demand forecasting
and energy efficiency issues, we have observed that the
CEC s forecasting tools are perhaps unduly data intensive
and insufficiently transparent given the high profile and
ubi qui tous use of its forecast in various venues, including
the PUC s | ong-term procurenent proceeding.

Now, we recognize that an update to the denmand
forecasting tools may require additional staff resource
commitnents as well, but |ike the recommendation that’s
being made in the draft 1EPR to commt necessary resources
to developing a capability, a staff capability to produce
forecasts of uncommtted energy efficiency, we think that
t hose resources should be equally commtted to the demand

forecast, itself.
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Movi ng onto energy efficiency, the first in the
| oadi ng order, and we make four points at this tine.

| previously noted that the | EPR has given due
attention to the issue of incorporating efficiency correctly
in the Energy Conm ssion’s demand forecast, and we plan to
continue collaborating on this issue until it’s resolved
satisfactorily.

Secondly, we welcone the IEPR s focus on
establishing a zero net energy building task force and
antici pate good col |l aboration with the Energy Conmi ssion
here, both in ternms of utility prograns that can support
moving Title 24 to zero net energy by 2020 for residenti al
bui l di ngs, as well as definitions and other coordination
needs.

The PUC is initiating a series of workshops on
comercial buildings’ path to zero starting this Qctober,
and Energy Conmmi ssion staff have been invited to and are
participating in this workshop.

This commercial path to zero strategy was
identified in the California s Long-Term Energy Efficiency
Strategic Plan in 2008.

Thirdly, we wel cone the passage and signing into
| aw of AB 758, Skinner, calling for Energy Comm ssion
col |l aboration with the PUC to devel op a conprehensive

residential and nonresidential energy efficiency prograns
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and acconpanyi ng financi ng.

We are currently collaborating with the Energy
Comm ssion regarding its proposed conprehensive residential
retrofit programto be adm nistered by the Energy Conm ssion
with federal stinulus dollars by working with the investor-
owned utilities to devel op a conprehensive prescriptive
residential retrofit programto be filed by the utilities in
Decenber of this year

W plan to | ead a series of workshops of financing
i ssues, culmnating with a statew de assessnent of options
inlate 2010. This would conplinment AB 758 as wel | .

Fourthly, we note that the EPR Commttee’s
recommendation to create a taskforce to work coll aboratively
on the strategies to reach the goal of 100 percent cost-
effective energy efficiency by 2016 is a good one.

The PUC is commtted, with its adoption in the
strategic plan, to updating this plan periodically. Wth
its existing statewi de strategic plan, endorsed by Energy
Comm ssi on Conm ssioners in 2008, we have an initial roadmap
of actions needed to achieve all cost-effective energy
efficiency in California.

The PUC intends to further refine and develop this
pl an and roadmap in 2010 through a series of market sector
focused wor kshops, and we wel cone t he Energy Conm ssion’s

| eadership in this effort.
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Finally, on renewable energy we nmake two points at
this time. First, in regards to feed-in tariffs, we note
that the PUC has an open proceeding and is noving forward on
this issue. Staff has already submtted two proposals for
how to structure this programand we ask that the final |EPR
recomrendati ons refl ect these efforts.

Secondly, regarding the recomendation for a joint
proceedi ng on distributed generation, we agree that
understanding the capabilities of a distribution systemto
support high levels of both on-site and whol esal e
di stributed generation is inportant. |Indeed, the PUC s
| ong-term procurenent proceedi ng has a dedi cat ed wor ki ng
group, of nostly utility experts, to address these issues
and that working group is active and ongoi ng.

Rat her than address these technical issues in a
formal joint proceeding, we encourage the |EPR Committee to
consider an informal collaborative process along the |ines
of this working group process in its final 2009 | EPR
reconmendati ons.

And those are the comments that | have at this
time and 1'd be happy to take any questions you m ght have.

COWM SSI ONER BYRON: M. Baker, thank you. Thank
you for being here. | do have sone comments, questions |’d
like to get sone clarification on

First of all, wll we be getting any -- as you
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continue your review of the IEPR, | can appreciate you
haven’t conpleted it, will we be getting witten conments?

MR. BAKER: Absolutely. W are planning on
submitting thorough witten comments by October 28'N

COWMM SSI ONER BYRON:  Ckay. On distributed
generation, the joint proceeding recomendati on, you
indicated that there is something underway and, of course,
we have been col |l aborating closely on this subject, 1’ve
been briefed recently by staff. And we also did a workshop
| ast week on AB 1613.

| may say this incorrectly, but we' re devel opi ng
guidelines in response to that legislation. And is that the
joint effort that you re describing?

MR. BAKER: So |I’m meking a distinction here
bet ween the CHP recomendati on and the recommendation for a
j oi nt proceedi ng on DG

COW SSI ONER BYRON:  Yes.

MR. BAKER: And so nmy conment is in regards to a
whol esale, we call it the transm ssion constrai ned working
group in the long-term procurenent proceeding, and it’s
| ooki ng specifically at issues to -- technical issues
associated with scaling up distributed generation. And so
we offer that that is a useful forumto consider, to
continue evaluating the inportant issues that have been

raised in the | EPR docunent in regards to renoving barriers
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and identifying technical issues associated wth scaling up
di stributed generation.

COWM SSI ONER BYRON: Ckay. Good, we agree and |
think that collaborative effort is going well.

| note you also referenced that it’s primrily
made up of utility experts at the PUC, correct?

MR. BAKER: Yes, but not exclusively. W’d just
note that distribution engineering is a highly technical
field and so we believe it’s very inportant to have, you
know, utility experts at the table when those issues are
bei ng del i ber at ed.

COMM SSI ONER BYRON:  Absolutely. And | hope
you' |l also continue to involve our staff. | think we have
a lot of expertise around this area, as well as -- |’ m going
back to ny comments here -- the workshops that you' re going
to begin on conmercial net zero energy, I’mglad that you' re
soliciting our staff’s involvenent there, too. That’s our
forte here at the Energy Comm ssion and I’'mglad to see it’s
beconme the PUC s strong suit as well, particularly with
regard to the recent decision the Comm ssion made on, and
again |'lIl probably get the nane of it wong, but the three
point X mllion dollar energy efficiency programthat was
passed t hrough your conm ssion, so we applaud your
conmi ssion on that. This is one area that | think we can

wor k together very strongly on and acconplish a great deal.
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Net zero energy for commercial buildings is going
to be a tough road to hoe, so | personally don’t know how
we’'re going to do that one, and |1’'d be eager to see the
out cone of your workshops, too.

A question for you; were you here earlier this
norni ng and did you hear Ms. Mara' s conments on our desire
to, | hope | don’'t m scharacterize it, break out direct
access in our forecasting? What are your thoughts on that?

MR. BAKER: Yeah, we stand by those comrents. The
| ong-term procurenment process does need to have separate
forecasts by | oad-serving entities, so it is inportant that
the demand forecast be disaggregated, to use the termthat
she used, in sonme formby -- and the tinmeframe that she gave
of the first quarter of 2010 is an appropriate tine to feed
into the LTPP process.

Agai n, to reenphasize the point that she made,
we’'re not asking for a revision of the forecast, it’s just a
br eakdown of the existing forecast into the various | oad-
serving entities.

COWM SSI ONER BYRON: | don’t know that | can speak
for staff on how difficult or easy that m ght be, but we
certainly got the nessage. Thank you for underscoring it.

One last thing, we certainly join you, M. Baker,

i n your comm ssion’s support for the passage and the signing

of AB 758, Skinner’'s bill, we agree that’'s -- it’s wonderful
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to see that one signed into |law, so thank you for bringing
t hat up.

Comm ssi oner Boyd, is there anynore comrents?
O herwse, I'lIl et M. Baker go.

COM SSI ONER BOYD: No, that's fine. [I'd just
echo the sentinent that we | ook forward as agencies to
working with each other on all that he’'s identified as
i ssues in the energy area.

COWM SSI ONER BYRON:  You now, and M. Baker, we --
Comm ssioner Boyd and | talk about this regularly, we get
good input fromconmm ssioners at the PUC with regard to the
| EPR and the | EPR process, we wel cone your coments as
staff. But we also have had the benefit of Conm ssioner
Bohn at a nunber of our workshops and hearings, and we w ||
be soliciting direct input fromcomm ssioners on any of the
concerns and recomrendati ons they m ght have in our |EPR as
wel | . Thank you for being here.

MR. BAKER: Thank you for your tine.

COWM SSI ONER BYRON: Ckay. |I'mtorn here, |’ve
got some nore blue cards but, as | said, I'd really like to
give the investor-owned utilities a chance to hear all the
public comments as well.

And if there’'s anyone el se present here in the
audi ence today that would like to speak, I'd like to ask if

you' d conme forward now and then we’'re going to turn to
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WebEx. So is there anyone else that wish to nmake public
coment, that’'s with us here in the roonf

Seei ng none, we just have nonitors on the WebEX
t oday?

M5. KOROSEC. Well, apparently so. W’ve asked if
anyone would like to make coments and no one has indicated
a desire to do so.

COWM SSI ONER BYRON:  Al'l right, that does not
preclude, we'll give one nore shot at it.

M5. KOROSEC. Absolutely, yes.

COWM SSI ONER BYRON: W' I| give one nore shot at

So | would like to thank the investor-owned
utilities for being patient, | have cards fromall three of
our investor-owned utilities.

|1’d like to begin with Manuel Al varez, who' s been
here very patiently all day, Southern California Edison.

MR. ALVAREZ: Thank you, Conmm ssioners, Manuel
Al varez, Southern California. | think all the utilities
have been here all day, patiently waiting.

So | guess I’malso an alumi of a few years of
| EPRs and | think we’'re getting kind of getting closer to
where we want to be.

So with that what 1'd like to do is just let you

know that we will be making corments on the report. | have

Cdifornia Reporting, LLC 118
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

a group of staff who are busily review ng that docunent now
and we’ Il provide you with as much corments as we can. And
what 1'd like to do today is basically bring up three

poi nts, sone of those you heard today.

One dealing with coordination, the second point
woul d be equal treatnent, and then our third point would be
t he nucl ear, the nuclear section in your report.

Under the coordination conponent, | think you Il
find fromthe comments you heard today from others, and the
comments you'll hear fromnme today is that we’re making
quite a bit of progress here, but there's actually still a
need for a lot nore coordination in this activity.

The evol ution of the market, the hybrid market
that has conme up today has basically been evolving over tine
and the |inkages between the various decisions are still
kind of fragnented and so that’s why you hear a | ot about
t he coordi nation that needs to be done.

The studies you re undertaking as a joint effort
on the once-through cooling are an indication of that,
there’s also the priority reserve issue.

And we think we want to participate, we support
your work on those scenario activities and the work with the
Wat er Board, and we want to be very active in those
activities.

We’ ve had sone experience in one of your reports
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on the cost of capital, cost of generation study, where
we're still westling with some of the conponents, sone of
t he assunptions, sone of the analytics there and we’'re
working with your staff to kind of understand that process
and how t hose nmechani sns wor k.

In your report you tal k about the | oad nanagenent
activity. The Comm ssion, as you know, opened the
proceedi ng about al nost a year and a half ago on | oad
managenent, but that has sonewhat taken a backseat because
of all the activity on the Smart Gid.

But we encourage you to kind of continue that
effort and work closely with the CPUC and the |1 SO on how
you' re going to have | oad nanagenent in the system that’s a
very, very inportant conponent.

The other itemis the Smart Gid. W’ ve found at
least in the draft, in our initial review, that there was
actually a void of discussion of Smart Gid. Now, during
the process and the 35 hearings that you had we spent two
days and al nost 12 to 14 hours discussing the ramfications
and the inplications of a Smart Gid, so we’'re asking you to
go back and take a | ook at that record.

We of fered sone recomendations to you here just
recently because of the inportance of that area, and we’ll
also reinforce that in our witten coments, so we' re asking

you to go back and take a | ook at your sections on the Smart
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Gid and perhaps provide us sonme policy guidance on where
you think the Smart Gid is going.

The final area of coordination deals with the |and
use question and we’re actually pleased that you're willing
to take that on wth the | ocal governnents. W’ ve
encouraged that in the past and we encourage you to do so.

| would Iike to caution you, Comm ssioner Byron,
you tal ked about the reference to the word “l and use.”
think that is an operative word in the area of | ocal
government and state governnent and | woul dn’t abandon t hat
termas quickly, so |I'd caution you a little bit to use
t hat .

And if you look at the history of the Energy
Comm ssi on over the years, one of the responsibilities you
take in your siting process is, in fact, the | and use
guestion, so it’s an inportant area that you want to keep on
t he agenda between your relationship as the State of
California, and the Energy Comm ssion, and | ocal
gover nnent s.

The next area deals with equal treatnent and
you' ve heard sone of that today, from sonme of the
participants. And we want to encourage you to -- at | east
we tend to support the forward capacity market concept
that’ s being discussed in the body politic, in terns of the

future of this industry, and we want to encourage you to
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take, re-take a |l ook at that and perhaps all ow sone of those
activities to do their functioning and what capacity should
come forth in the future, and what new entrants will cone
into the marketplace, and how that market will devel op. And
so there has to be roomfor a forward capacity market in the
State of California.

But the area of resource adequacy, you heard a
little bit, you know, that’s very inportant for the
reliability questions that we have to address and we're
encouraged by your comments that you want to take a | ook
about how the public utilities, the investor-owned utilities
and the publicly-owned utilities in fact deal wth resource
adequacy.

That’s a statew de concern, it’'s a statew de issue
and the application of how that is done should be done,
applied to a statew de basis.

| think also with the issue of energy efficiency,
you heard that conment earlier fromthe representative of
NRDC in terns of how energy efficiency is undertaken. W
want to encourage you to also kind of treat fol ks equally on
t he neasurenent and eval uati on so that when the energy
efficiency prograns are devel oped and undertaken everybody
under st ands how they factor into the ultimte supply side
and demand side of the equation that you have to bal ance in

the long term
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And | think the sanme thing goes wwth RPS. Those
are also statewi de mandates, it’s a statew de requirenent,
and the requirenent that the investor-owned and publicly-
owned utilities in fact are required to neet the sane
standard | think is sonething that you ve indicated a
preference for and we encourage you to continue that effort.

Wth respect to the final category that | want to
bring up today and that’s the nuclear issue, we want to take
sonme exception to one of the recommendati ons you have in the
report about the requirenment to require that all the studies
be conpl eted before we do any subm ssion to the CPUC. W
think that's over-restrictive.

| think there are opportunities in which we are
undert aki ng studi es, that we have information, findings, and
options that we could nmake avail able to decision nmakers to
actual ly anal yze and begin the analysis that needs to be
done to undertake those activities.

Sonme of those results will be available and |
think at the tine that they' re avail able we shoul d be able
to provide that information to the CPUC for their
eval uation, as we request funding to undertake the |ong-term
[icensing requirenents.

And then I'd like to basically clear up sone
confusion that | think is in the report on the nuclear

section, and that’'s dealing with the submttal of the AB
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1632 report.

Sout hern California Edison intends to make al
t hose studies available to you and to any other entity that
we have available to you. |If during the course of those
studi es we conme across information or analysis that we
believe is confidential or deserves sone proprietary
protection, | think we want to be free to be able to use
that, to let you know that this information is either
prot ected because of NRC requirenents, or sone other
requi renents, but other than that | think we’'re willing to
make that information available, to provide that
i nformation.

| think in the report it’s not clear, but | want
to make that statenent today.

Finally, the issues you heard about earlier, the
once-t hrough cooling, | think you'll -- with respect to
SONGS, | think you'll find the difficulties, the
infeasibility of the once-through cooling and the
difficulties that we’ve had with that problem

Your staff’s analysis, that their undertaki ng was
a joint venture, | think recognizes the issues we’ve brought
to you before. And historically we’ve actually tried to
mtigate a lot of that inmpact and | think the record, the
information that we’ ve done in the past speaks for itself.

So we | ook forward to working with your staff on that
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particul ar issue and actually want to thank you for the

report.

COWMM SSI ONER BYRON:  Commi ssi oner Boyd?

A coupl e of questions or comments, M. Alvarez.
First of all, I would like to | et everyone know t hat

Sout hern California Edi son has been an excellent participant
in this process. | went down early on to visit with the
executive officers at SCE, as well as the other two

i nvestor-owned utilities to solicit their involvenent, and
participation and input into the creation of this policy
report, and Southern California Edi son has done an excel | ent
j ob.

And | can say that to a great extent for the other
utilities as well, but in particular I think we’ve certainly
seen Southern California step up this cycle.

And a perfect exanple of that are the coments
that were received recently on the Smart Gid, very
t houghtful , very thorough comments. | nentioned this to you
yesterday, as well, you have sone really snmart people
wor ki ng in this subject area.

But in terns of whether or not it’s addressed
adequate in the report we will, of course, |ook at that.

But pl ease, don’t confuse the anount of tinme we m ght spend
on a subject with how much tinme we should spend on it in the

|EPR with regard to recomendati ons.
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| think this State is a |eader in this area and
Sout hern California Edison is one of those reasons that the
State is a | eader.

| do have a couple of quick questions and I
appreciate all your other comments, but a couple of quick
guesti ons.

Wth regard to the nucl ear comrents, you indicated
you take sonme exception to the recommendati on that al
studi es be conpleted prior to license renewal ; what about
t he substance of those reconmendations?

MR. ALVAREZ: Well, the substance of those
recommendations in ternms of providing the information to you
as an agency or to the PUC to make the decisions? | guess
| mnot sure | understand.

COW SSI ONER BYRON: Do you agree with those
recomendati ons?

MR ALVAREZ: Well, the information should be
avai | abl e for decision makers to nmake those decisions. |It’s
a matter of sequencing of when the information would be
provided to ultimtely decide versus when we woul d submt an
appl i cation.

| think we could submt an application to the PUC
for funding prior to conpleting those studies but,
fundanmental ly, that information needs to cone in ultimtely

to make that deci sion.
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COWMM SSI ONER BYRON:  You indicated on the AB 1632
report that you' |l make all studies avail able except those
information that m ght be deened confidential by the NRC or
sone other nmeans. O course, this does not build public
confidence when we discuss right up front that sone aspects
m ght be confidenti al.

Can you give us an exanple of what m ght be
considered to be confidential?

MR. ALVAREZ: Well, | really can’'t at this
particular time. | nean, the commtnent would be to nake
those information available to you as necessary. But as you
know, some of the information that cones up in the NRC as
we’'re | ooking at sone of that data, we're not sure or we
don’t confront the confidentiality until that information
gets generated and it’s at that point when we have to ask
ourselves is that information that’s protected under NRC or
not, and then at tinmes we have to go back and ask them
whet her that’s the case or not, and then we have to address
how we will deal with that information.

So |l think it’s a matter of when we conme up to
this piece of data or this information that we raise that
issue to ourselves, is this a piece of confidentiality that
we have to be concerned about and then we address it at that
poi nt .

COWM SSI ONER BYRON:  Ckay, any other --
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COWM SSI ONER BOYD: Wl |, thank you, Manuel, for
that. | guess | just want to say thank you again for the
revel ati on about making 1632 data available, it was your
vice president |ast week has indicated, made that comm tnent
i n anot her somewhat public forum and so the draft report
wasn’t obviously able to reflect that fact and we' ||
certainly take that into consideration

And | took your comrent about confidentiality,
that’s why | didn’t raise any question, as neaning we would
get the data; you nmay want to invoke confidentiality on sone
of that. W have laws that allow us to hold things
confidential, so |'"msure we can work those issues out.

As al ways, there nay or may not be, you know,

di fferences of opinion on whether sonething really is
confidential, deserves to be treated as confidential or not.
But historically we’ve managed to work those out, sonetines
over a period of years.

But not in the nuclear area, | should indicate.

And you know we know all about the OIC issue,
particul arly Comm ssioner Byron here, who's been kind of
| eadi ng our effort with the Water Board, and as well as with
the three energy agenci es who have taken a joint position
with the Water Board. So we | ook forward to working with
everybody to work that issue out.

And we’ve cone a long way, admttedly, on the
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rel ati onshi p between this agency and Southern California
Edi son since the dark, dark days of the energy crisis, so |
appreciate all of the progress we'’ve made, and the sharing
of information, and what have you, so thank you for your
testinmony here.

COWM SSI ONER BYRON:  Yes, thank you very nuch,
| ook forward to your witten conment. And I’'II| be
specifically calling your executives and thanking them for
the |l evel of participation.

MR. ALVAREZ: Thank you. Just one nore item on
the confidentiality, | think Comm ssioner Byron will attest
at least at this go around we definitely had to resolve sone
i ssues on confidentiality early and got through those
hurdl es, and provided the information that was necessary for
the staff to conduct their analysis for you.

COWMM SSI ONER BYRON:  We appreci ated your
willingness to resolve those.

COW SSI ONER BOYD:  In record tine.

COWMM SSI ONER BYRON:  Yes.

MR. ALVAREZ: Thank you.

COWM SSI ONER BYRON:  Thank you.

The next card | have is M. Robert Anderson, |
believe, Director of Resource Planning, San D ego Gas and
El ectric.

MR. ANDERSON: Good afternoon, |’ m Robert
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Anderson; |I'’mDirector of Resource Planning for SDGE. |'m
apparently in the process of drawi ng straws, Todd Strauss
| ost, | guess, huh.

Qur comments today --

COWM SSI ONER BYRON: It was a fixed gane, okay.

MR. ANDERSON: Ckay.

COWM SSI ONER BYRON: | have still many cards left.

MR. ANDERSON: Ckay. M oral comments today wl|
be fairly short, just to hit a couple highlights. W wll
be sending in witten comments |ater on, they Il be a bit
nore detail ed, pointing out specific areas in the report
that we think ought to get clarified or updated to refl ect
somnet hi ng new.

|, too, have now been through three I EPRs. |
think the only party that m ght be disappointed in the fact
that the nunber of neetings is decreasing is Southwest
Airlines, but | think we can all live with that.

COWM SSI ONER BYRON:  But you know what’s happeni ng
is that we’'re getting nore and nore participation by WebEx.
Now, we wel cone you being here and | really think it’s
i nportant enough to have the utility representation, but |
beli eve we had upwards of 30 people earlier today, also
joining us by WebEX.

MR. ANDERSON: And we do nonitor a |lot of the

nmeetings from WbEx, so even if our face isn't here during a
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given hearing it doesn’'t nean we’'re not |istening, you know,
to what’s going on

|’mgoing to hit on just sonme high | evel issues;
sone are simlar to the coments from Edi son, although we
didn't even tal k before the neeting.

First is an area of equal treatnent and ny comment
on that is a little bit different than his, and it only asks
that as you go through and do your | ast reading of the
report we just ask that you |l ook so that to the extent that
you' re putting an overall policy that you think is good for
the State, in sonme cases where | see inplenentation
suggestions, the only suggestion is there for the investor-
owned utilities.

|’ m not convinced that all of the public-owned
utilities have a hundred percent inplenented that particul ar
policy.

But | think to the extent we want to see if you're
interested in a feed-in tariff up to a given size, in our
view that ought to be good for the whole State, we ought to
see inplenmentation fromboth the investor-owned utilities
t hrough the PUC, and the public-owned utilities.

COWMM SSI ONER BYRON:  Fai r enough.

MR. ANDERSON: Understand it gets inplemented in
di fferent ways, but | think the reconmendati on ought to be

clear that it applies to all suppliers.
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Anot her area that kind of came out as | kind of
went through the report and we’ve heard a little bit about
it today is this issue of coordination. And at tines,
don’t want to put words in your nouth, | alnbst even sensed
a bit of frustration on your part on the coordination or the
ability to get coordination across the agencies.

And all | want to do today is offer that if
there’s any way that SDG&E can hel p participate in any
organi zation as we try to work to figure out what is the
best way to coordinate across all these organi zations, we're
nmore than willing to support such an effort.

W think it’s inportant, we don’t like to have to
relitigate issues in front of every different agency, we
don’t think it’s good use of the State’s tine or our tinme.

And at the sane tinme we all recognize that certain
agenci es do have certain obligations, and expertise, and
jurisdiction that will need to be honored in that process.

But if there’s anything we can do to help on the
coordination issue, we'd |ike to offer our support on that.

COWMM SSI ONER BYRON: |'’mgoing to take you up on
that right away. Scream and |I’m just shocked that the
stakeholders in this process aren’t scream ng al ready how
thinly we have spread your involvenment anongst all these
di fferent energy agencies. W now have the ARB involved in

i npl enenting the Governor’s executive order on 33 percent
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renewabl es.

Wien | say “scream” what | nean is | don’t think
we do this with a thought to what it takes to participate in
all these different processes as well.

And | definitely share your interest in trying to
figure out how we better coordinate these activities. W
are trying to reduce the overhead, trying to bring sone
regul atory certainty to this.

The Governor thought that he would do that with
sone | egislation around the organi zati on. However, |
believe today will be the last day that that can be
considered and | don’t think it’s going to happen.

MR. ANDERSON: And 1’1l realize that screans in ny
office don’t quite nmake it all the way up here so --

COWMM SSI ONER BYRON:  No, but | am surprised when
we don’t hear nore dissatisfaction expressed about what
we’ re doi ng today.

MR. ANDERSON: Ckay, we will.

(Laughter.)

MR. ANDERSON: The last thing 1'd like to comrent
onis --

COWM SSI ONER BYRON:  Wait, what did | ask for.

Pl ease do.
MR. ANDERSON: -- is in the area of renewable

power. And |’ve been in resource planning in and out for
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about 30 years now, and | think |ike many others, to nme this
has been one of the nost frustrating areas that |1’ ve ever
had to work in.

And our ability to nmeet these goals, our ability
to get renewabl e power online and on a tinely basis.

And so we really appreciate, you know, your
comments in the report about the things we're really seeing
right now are financing issues. | actually think those wll
wor k thensel ves out in the next year or two and there’ s not
much we, as a State, can step in and deal with that.

Al t hough, in sone places the utilities are actually | ooking
in, is there arole we can play in that.

The permtting of these projects, there’'s a |ot of
work going on to try to streamine that permtting, we're
seeing a lot of projects take a long tinme to get through
permtting. And in sonme cases it’'s just a sheer volune of
projects that are hitting these agencies and there’ s now way
t hey can process them we understand, but anything we can do
to help on the permtting side.

And | astly, this agency’s always been a big
supporter and we thank you for your support on the need for
transm ssi on.

We have a nunber of projects, they' re sitting
there, they're ready to go, they are just waiting for the

transm ssion in order for themto get built.
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And so as we know it takes up to eight and ten
years alnost, now, to get a transm ssion fromthe day you
dreamof it until the day you get it in service. And unti
we get that transm ssion really noving, | think we’'re going
to see a slow build up on renewabl e power, but we think
we'll get there in tinmne.

And we continue to nove ahead with our Sunrise
power link which will hopefully free up quite a bit of
renewabl e power for us and others.

The last iteml’d Iike to comment on, on renewabl e
power, is in the biofuel action plan area. |1’ve commented a
nunber of times the thing | need is a fully dispatchable
renewabl e resource and | think the closest | can get to that
isif we ook at the potential of creating the biogas,
getting it cleaned up, and injected into basically our
di stribution pipeline system

Then any conbi ned cycle plant out there can now
beconme our fully dispatchable, renewable power plant.

So as we ook in the biofuel area, let’s not just
focus it on creating the biofuel, burning it in a power
plant at that site, but I think we ought to open up our
expansi on that maybe the right thing to do let’s create the
gas, let’s get it cleaned up, let’s inject it into the
natural gas systemso then it can be used, in essence, by

the rest of the fleet to hel p manage the integration of
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renewabl es. Thank you.

COWM SSI ONER BOYD: Thank you for that |ast
coment .

COW SSI ONER BYRON:  Yes, thank you. Thank you,
very good comments.

And a couple of comrents in return, transm ssion
siting issues, as you know, we’ re working very aggressively
inthis area now. |In fact, |I talked to your senior VP of
transm ssion, James Avery, just the other day. He's
chairing the joint transm ssion planning group in
conjunction with publicly-owned utilities and the | SO and
we W ll participate and support that process, as we
indicated in our strategic transm ssion investnment plan |ast
week.

But ’'mreally pleased to see San Di ego’s
| eadership in this area, continuing to take a | eadership
rol e.

And the other thing is that | also appreciate the
| evel of commtnent that your utility has shown. | also net
early on this process with your executives, although that
was prior to the approval of Sunrise power link and | have
to say that nost of our discussion devolved into
transm ssi on planning and siting.

But | guess one |ast question; any regrets that

you don’t operate a nuclear reactor in this State?
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COWM SSI ONER BOYD: The own a piece of --

MR. ANDERSON: Yeah, we just paid for 20 percent
of one so --

COW SSI ONER BYRON:  Uh- huh, all right.

MR. ANDERSON: All right.

COWM SSI ONER BYRON: M. Anderson, thank you so
much for being here and your continued participation in the
| EPR process, look forward to your witten comments.

MR. ANDERSON: Thank you

COW SSI ONER BYRON: | do have sone cards
remai ning and they are with Pacific Gas and Electric. M.
Krausse, you had indicated you would like to |lead off for
PGEE.

MR. KRAUSSE: Thank you, Presiding Menber Byron
and Comm ssi oner Boyd, Mark Krausse on behalf of Pacific Gas
and El ectric.

We al so have here today -- I'"mgoing to go over
the | EPR specific comments, as we're invited, what we’'d |ike
to see change, what our issues are.

And then we have Todd Strauss, our senior director
in the renewabl e policy planning and procurenent area, who
can tal k about the procurenent policy and hybrid narket as
t he neeting notice request ed.

And al so, Aaron Johnson here to tal k about

renewabl es, the 33 percent, as well.
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| should start by saying we had a good scream at
lunch. M. Strauss pointed out that the resources that are
spent in this, and that the ARRA kind of spread around,
appreci ate acknow edgi ng that, you know, we’'re now waiting
for the first workshop on the 33 percent RPS at ARB.

COWM SSI ONER BYRON:  Acknow edgi ng that, | think,
is the easy part.

MR. KRAUSSE: Yeah, doing sonmething about it is
nore difficult.

W do share the comments fromthe other utilities,
al though I have to be honest we, at PGE, used the phrase
| evel playing field, so | wasn't sure when they said *equal
treatment.” But any of these nmandates, and particularly in
the renewabl e area, we think should be applied to the
muni ci pals as wel |.

There are a nunmber of places in the |EPR that
refer to the | oading order and tal k about distributed
generation, and that certainly is articul ated when you | ook
line by line in the |oading order, but in the discussion it
tal ks about clean distributed generation.

And | raise that not as a nit, but sort of to
gqueue up the conversation about conbi ned heat and power.
And by the way, | knowit’'s been a | ong week, you said that
we had the 1613 hearings |last week, | think it was Monday.

COW SSI ONER BYRON:  No, no, you're right, it was
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this week.

MR. KRAUSSE: So it has been you ve been here
t hree days.

On conbi ned heat and power, | think it was a point
we nmade at that workshop and continue to urge you, let’s not
focus on negawatts al one, let’s focus on the GHG reducti on.
And that’s why it’s so inportant, your efficiency standard
will be a driver in other discussions, whether it’s at the
ARB, whether it’s at the PUC that efficiency standard under
1613 | think is very inportant. And so we urge you to set a
meani ngf ul standard there that will result in a real GG
reducti on.

On renewabl es, we actually have, | think, a good
recommendati on that could be added in that biogas area, and
that is we’ve had sone neetings at the Governor’s office and
el sewhere trying to find the noney to do a progranmatic EIR
for the biogas and I think there’'s the other, additional
waste streans into that.

I f you coul d sponsor or encourage legislation to

open up PIER dollars for that purpose, | think that’s an

excel l ent opportunity. | think it fits with the renewabl es
and sonme of the other things that you do. It was actually
suggested by, | believe, soneone fromthe PUC, just staff,

not a PUC position. But PGXE supports that, | think it

woul d be very positive.
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On the recommendations that the PUC be commtted
to inposing penalties for nonconpliance of the RPS, | would
j ust suggest that that recomrendation is a little m splaced.
The need to ensure conpliance woul d suggest that the
utilities aren’t doing everything that they can.

And Conmi ssioner Byron, | think, you know, it
woul d be easy to point out all the siting i ssues we have,
not only before this Comm ssion, but locally and all those.

But | think your remarks in response to Jeff
Harris a few weeks ago, a nunmber of weeks ago now, about
we’'re not going to fast track CEQA, we’'re not going to
shortcut CEQA, | nean, that is just one of the many hard
pl aces we’'re up against here on the RPS. And we woul dn’t
ask you to, but you have to acknow edge that enhanced
penal ties or, you know, the commtnent to penalties seens a
l[ittle odd when you recogni ze that we're all under sone
difficult tinmelines.

If it isnt CEQA, it's lawsuits that we get filed
over, you know, noise, visuals, other issues, it’s the
Moj ave Monunent, there are all kinds of things that are
i mpacting this, the RPS.

And | would hope, | don’t know that | can say this
but, you know, you’'re |ooking -- the IEPR | ooks at 2010, |
woul d hope the flexible conpliance period shows a little

nore sunshine, a little nore hope on the horizon for
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conpliance there.

COMM SSI ONER BYRON: | believe flexible conpliance
is a concept that the PUC i ntroduced; correct?

MR KRAUSSE: Correct.

COW SSI ONER BYRON:  Yeah, and that gives you sone
latitude with regard to --

MR. KRAUSSE: Right.

COWM SSI ONER BYRON:  -- neeting that, that’s not
our requirement, that |egislative requirenment on the 20
percent by 2010.

MR. KRAUSSE: Right and ny point in that is we’'re
doi ng everything we can, if not by 2010, certainly by the
fl exi bl e conpliance period, 2013.

Let’s see, noving to the nuclear plants and |
don't think we’'re -- we’re certainly glad to have a nucl ear
pl ant - -

COWM SSI ONER BYRON:  Good.

MR. KRAUSSE: -- saving seven mllion -- saving
seven mllion netric tons of GHG a year, seven to ten.
Seven, | think, is a conservative estimate if you had the
cl eanest replacenent, natural gas generation.

P&E s -- on the seismc issue that was raised by
Edi son, P&E s long-term seismc programis an ongoi ng,
robust, and worl d-renowned program W' d be doing -- you

know, safety is the first focus with D abl o Canyon, whet her
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it’s in seismc or any other area. W, as you know, | nean
we’ ve described for you in the course of the 1632 wor kshops
that our very extensive seism c program You' ve now added
this 3-D requirenent and PG&E will be applying for rate
rei mbursenment to do those studies, we’'re not opposed to
doi ng the studi es.

| think the issue is, as Edison pointed out, it’s
the linkage of a timng requirenent that we have to do that
before we file, it’s just inappropriate.

| nmean, seismc safety and nucl ear safety are
standi ng i ssues regardl ess of whether we're facing |icense
renewal, so we would urge you to renove that recomendation

Al'so in the nuclear area there’s sone | anguage
about reactor vessel enbrittlement. There' s a
recommendati on saying that the D abl o Canyon | ndependent
Safety Commttee should study this.

| think this cones fromyour sidebar, at page 109,
t hat di scusses the NRC s standard on enbrittlement. And as
t hat si debar notes, the NRC was considering, apparently, at
the tine this was drafted, a different standard, noving from
one in 200, 000-year possibility of a crack, to a one in a
mllion year, but also changi ng net hodol ogy.

And under that new, | think it was Septenber 22"
adopted regul ation, both units one and two passed their

screening. So | don’t think it’s appropriate as a
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reconmendati on.

| also think, you know, it could be that sidebar
could be renoved or at |east updated to reflect that that
regul ati on has been adopt ed.

Finally, on once-through cooling, the statenent
and, you know, we really don’'t differ with anything in the
| EPR except this one |ine that says, “nuclear power plants
are viewed by the State Water Board as |arger sources of
bi ol ogi cal harmto marine environnent than any of the
cooling systens.”

This is sonething we apparently m ssed, although
we did pour over this substitute environnental docunent. |
think it’s fair to characterize that that’'s what their
docunent says, but if you look at the data in their
substitute environnmental docunent those nunbers of flow and
all show you that 22 percent of the State’s water used in
once-t hrough cooling goes through D abl o Canyon. Eight
percent of the entrainnent is caused by D abl o Canyon and
one percent of the inpingenent.

So you can’t lunp the nuclear plants -- | don’'t
nmean to take on our friends at Edison, but | think that’'s
what the problemis when you characterize that as nucl ear
pl ant s.

COWMM SSI ONER BYRON:  \What’s their percentage, M.

Kr ausse?
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MR. KRAUSSE: | didn’t add that up, | really don't
know, honestly. W did the spread sheet just to handle
Di abl o Canyon, but | think that’s conpelling to show you.

And by the way, in the draft policy before the
Wat er Board, they have cost benefit |anguage | think for
that very reason, and that is when your inpact is that |ow
and the cost is sone $4 billion, | mean it just doesn’t nake
sense on a cost benefit basis.

In addition to the year of shutdown -- or pardon
me, 17 nonths of shutdown at seven mllion netric tons per
year, it just doesn’'t make sense. That’'s for the
repl acenent power.

Those are ny remarks. As | say, we have fol ks
here to respond to your other issues, but if you have any
questions, |'d be glad to answer them

COMM SSI ONER BYRON: Wl |, so a coupl e of
guestions. So will the other individuals who filled out
cards here from PGE want to speak as wel | ?

MR. KRAUSSE: Absolutely, and you and | discussed
this, to address those issues that were noticed in the I EPR
I f you' d rather have them answer questions for tinme, that’s
fine, too. But those issues of procurenent, policy, hybrid
mar ket and 33 percent renewable, the first two handl ed by
M. Strauss, the second one by M. Johnson, so |I’'d reconmend

in that order.
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COWM SSI ONER BOYD: Well, they' re here. But
before M. Krausse steps down then, your -- both yours and
Edi son’s references to -- particularly yours to the maybe
I nappropriate reconmendati on about requiring the seismc
work to be done in advance of applying for a |icense versus
sonme ot her approach that m ght involve allowi ng the |icense
application and work to proceed while that information is
still flowng inis one, is an issue we'll certainly take
i nto consi derati on.

It’s going to be taken into considerati on however,
at least by ne, in light of at least two different things,
the incredibly long period of tinme between today and when
your licenses actually, you know, expire nakes one wonder
why we can’t get the seismic stuff done even before you do
apply. But we’'ll ook at what you provide in witing, what
you have provided in witing and whatever else there is in
the way of testinony on that.

The other overriding issue is one of this subject
of seismc concern is a very |large boul der we’ ve been
pushi ng uphill for quite sone tinme and, quite frankly, and
your utility definitely testified quite sone tinme ago that
seism c considerations were nore or |less off the table in
terms of things the State should worry about, that’s an NRC
responsi bility.

And we’ve, you know, we’'ve worked a |ong way from
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that position in the neantinme, but it’s taken pieces of

| egislation, an interested Legislator, whether or not he got
his legislation, and the interest of this agency and others,
and our partnership with the PUC on these issues to nove us
to where we are today, which is a different position, one of
pl edgi ng | ots of cooperation, continuation of world record
studies of seismicity and what have you. And that’s al

good and we want to continue to nove in that direction.

| think our responsibility, as a public agency, is
to make sure that if we knew anything and we -- therefore
representing the public, if we knew anythi ng about sonething
that m ght prove to be dangerous to that public and didn’t
pursue that with sonme vigor, it would really be a fairly
significant dereliction of duties.

And California’ s a highly seismc place. Every
passi ng year, as you know, you know, we |earn nore and the
nore we learn the nore questions there are to pursue as a
result of that | earning.

But not to inply that there’s anythi ng dangerous
about the nuclear plants, but having just observed in the
press this past week the anniversary of the Loma Prieta
eart hquake and the coll apse of the Cypress Freeway, which
took out the life of a friend of mne who at that tine was
t he executive director of the Water Board, nakes one al ways

consci ous of being as safe as we possibly can be when it
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conmes to what strange seismc things happen in this State.

And believe nme, every tine | cross the Bay Bridge
and | ook at that new bridge that it’'s taken a decade to
build, | hope the big one doesn’t cone when I’min the
m ddl e of that bloody bridge instead of on sone new bridge,
but that’s a different thing.

| spent a lot of tine at the Departnent of Water
Resource, and the construction of the State water project
and got very deeply involved in seismc stuff there, so I'm
very consci ous of the concerns and the science, or what have
you.

So to sone degree we’'ll continue to push the
envel ope as hard as we can to make sure that we do all that
we can in the way of seeing that our nuclear facilities are
as seismcally safe as possible.

And | know they were built wth the utnost
concerns about safety but, as | said earlier and we all
admt, we know a |lot nore today than we knew many years ago

about all kinds of things, and they give us sonme concern.

So we’'ll certainly take your considerations into
account, we will discuss with our partners at the PUC the
whol e |icensing process and we'll see where we end up. But

| just want you to hear fromnme what it is that drives ny
interest and concern persistently in this area, and why |

have a strong alliance with Assenbl yman Bl akesl ee on this
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subject. And don’'t know why his bill was vetoed, but it
was.

COWM SSI ONER BYRON: M. Krausse, thank you for
your comrents. |If you would, just a nonent, please. You
i ndi cated that the conpany preference is to not link up
ongoi ng i ssues of safety with this provision of holding up a
Iicense renewal application until their conpl et ed.

MR. KRAUSSE: Correct.

COWMM SSI ONER BYRON:  And, golly, | hope | ask this
guestion correctly. Wth the reconmendati ons that we’ ve put
inthe IEPRwith regard to seismc safety and ot her
recommendations, is there a commtnent on the part of PGEE
managenent to conpl ete those studies and foll ow t hose
recomendat i ons?

MR. KRAUSSE: Absolutely and | want to -- yes, and
| also want to point out | think the response that M.

Becker referred to was because our vice president was
unaware of this timng requirenent. | hadn’'t had a chance
to mention to himbefore he went in his conference, that
wher e Conm ssi on Boyd posed the question to him And |
think, as | understood it, the question was posed sonething
like do you plan to do 3-Din the context of |icense
renewal ?

And he just said | can’t answer that, or | don't

know, sonmething like that. The idea is the timng is the
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problem not conplying with the requirenents, | think that’s
really where we are. And | think we’ve been consi stent
about that in our data responses. |'Il check wi th Barbara,
but I don’t know that we’ve held out on anything el se.

Certainly, we’ve made argunents about what context
the information should be considered in and jurisdictional
preenption, argunents, those kinds of things. But right now
we're -- | believe we are substantially conplete with the
non-sei smc portions of all the other studies, because there
are several, you know, bal ance and plant studies we call
t hem

On the seismc study, we're well underway with
what we al ready had planned. The only issue on 3-D was our
geosci ences departnent felt that it was nmarkedly nore noney
for very little additional information.

Assenbly Menber Bl akesl ee di sagrees, the | EPR set
forth that we need to do it. That's been answered as far as
we’'re concerned, we’'re now i ntent on seeking PUC funding for
it.

So | don’t want to be unclear about that, it is
the timng, what we believe is the inappropriate |inkage of
the timng thereto.

As | say, seismc safety will always be a
consi deration regardl ess of whether we’re | ooking at |icense

renewal .
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COWM SSI ONER BYRON:  Excellent. And can you hel p
remnd all of us, including the audience here, that the
Public Utilities Comm ssion recently underscored this with
P&E, | believe with Southern California Edison as well;
correct, in a witten nmeno fromthe president?

MR. KRAUSSE: Correct. Exactly, the president
responded, | guess, essentially to our parsing in the 1632
responses, and he basically replied that we need this as
part of the license renewal.

| would point out that part of the timng we're
under here and | think it’s appropriate is the PUC has
determ ned that 2011 is our deadline for filing, md-year
2011, in order to ensure that if we aren’t granted |icense
renewal there will be adequate tinme to find repl acenent
power. Twenty-three hundred negawatts, you know, is
considerable to run through an LTPP, an LTRFO, you know,
site here and build. That’'s going to take sone years.

COWM SSI ONER BYRON: Pl us transm ssi on.

MR. KRAUSSE: Plus transm ssion.

COW SSI ONER BOYD: But what |icense renewal date
was that 2011 date predicated on? It’s ny understanding
that there’s been slippage of a couple of years, perhaps,
bet ween what was assuned sone tinme ago and what may be
reality now?

MR. KRAUSSE: That’s deeper than ny under standi ng.
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| nmean, do you know that our license is -- and the PUC
certainly knew at the tinme they required that, two, three
years ago in our GRC, that P&E s |license to D abl o Canyons
had been recaptured to push it out to 24 and 25,
respectfully, for the two units. | believe that was part of
their calculation, but I can’t answer that specifically.

COWM SSI ONER BOYD: W'l both pursue the answer
t hen.

MR. KRAUSSE: Ckay. Thank you.

COW SSI ONER BYRON:  Thanks, M. Krausse. Just
one nonent, please.

Ckay, we were just discussing whether or not we’'d
like to proceed with questions or if you ve got sone
prepared remarks. |’ve got two individuals from PGE, Todd
Strauss and Aaron Johnson. And if you gentl enen have
coments or remarks you' d like to give at this tinme, we’'d
| ove to hear fromyou

MR. STRAUSS: Thank you, Comm ssioner Byron,

Comm ssioner Boyd. M nane is Todd Strauss; |I’ma senior
director for energy policy planning and anal ysis at PGE. |
work in energy procurenent, |I work in the planning area and
policy area, as well | worked in the details of procurenent,
the nitty-gritty of comercial acquisition and | eval uate
offers as we see them in various RFGs and vari ous

contracts.
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|’ m here today to respond to your request to talk
about the hybrid market and procurenent processes. And in
nmy prepared remarks | want to focus on two el enments, one the
hybrid market, the other on the el enent of transparency.

So with that, with respect to the hybrid market,
we should first note that the hybrid market is a pragmatic
approach to a suite of policy concerns. And so with any
pragmati c approach we should have utilitarian inquiry; how
well is it working, how well is the hybrid market working?

And | should offer that that’s an enpirica
gquestion, so pragmatic, utilitarian, enpirical, I'ma
gquantitatively oriented guy. But | thought that I'd start
wi th a phil osophical kind of approach that may get the
interest after lunch, at this hour, of those who ve ever
suffered through a phil osophy course.

But let’s turn to sone nunbers. About 70 percent
of the energy that PG&E procures from bundl ed el ectric
custoners cones fromcontracts and spot narket purchases, so
about 40 percent cones fromutility-owned resources. And
we're talking largely hydroel ectric resources and Di abl o
Canyon, we’ ve tal ked about that.

And t hese resources have been in the portfolio for
decades, even before the word “portfolio” was even thought
of in the context of generation and procurenent. These

resources have no GHG em ssi ons.
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Anyway, so the 70 percent that cones from
contracts and spot market purchases; is 70 percent a | ow
nunber, a high nunber, is it the right nunber?

The policy question to sone extent is what should
t he nunber be?

So an approach to answer that is two phases; first
let’s condition on the set of installed resources, the stuff
we have in the ground today, okay.

Question, are those installed resources used
appropriately? For that you can read for econom cally,
okay, of course being subject to the constraints of the
grid. And so that question, right, for the market overal
that’s -- or at least the part that the 1OQUs participate in,
that question is very nmuch the focus of the | SO and FERC
s the market functioning well, are those resources being
used economcally? To sone extent the PUC focuses on that
guesti on.

Vell, narrowy, and a little bit off that
question, with respect to P&G&E s portfolio for bundled
el ectric custoners, we are subject to | east cost dispatch, a
requirenent fromthe Utilities Conm ssion that says if it’s
cheaper to buy it fromthe market, buy it fromthe market,
don’t run the resources in terns of short-run costs.

Okay. So given the set of installed resources,

there’s a variety of nechanisns in place to assess are those
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resources being used appropriately? And the PUC has
oversi ght through the Energy Resource Recovery Account, we
often know as ERRA, E-R-R-A, to how well we’ re doing at

| east cost dispatch.

So here, what about that set of installed
resources? So | want to focus here on utility procurenent
of utility resources.

In particular, since 2003 what has P&E done with
procurenment of new resources?

Wth respect to renewabl es we have annual
conpetitive solicitations, and we have bil ateral contracts,
and a variety of channels for procurenent of new renewabl es.
We have about 70 contracts for al nost 6,000 negawatts.

And Aaron Johnson, the next speaker for PG&E can
speak nore to procurenent of renewabl es.

W’ ve al so executed two requests for offers for
| ong-term new resources. And so these are new resources
that are operationally flexible, they're largely gas fired,
al t hough there’s no requirenent they have to be gas fired,
it’s inmportant they' re operationally flexible for the grid.
And we have seen offers for other types of fuel, including
bi of uel

So let nme talk a bit about those two requests for
offers, RFGs. In 2005-2006 PG&E executed an RFO and we

executed contracts for about 2,000 negawatts. We executed
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five power purchase agreenents, PPAs, for about 1,500
megawatts. And the PPAs, when a utility contracts with a
third party for the third party’'s facility to provide energy
capacity and ot her products.

There was an additional contract, a PSA, purchase
and sal es agreenent, and that’s really a contract that
executes the build-on transfer nodel, whereas a third party
constructs the plant and when the plant’s conpleted turns it
over to the utility for ownership and operation.

And the Colusa Plant, which is a conbined cycle
power plant, about 600 negawatts, was a contract that
energed out of that solicitation.

In addition, there was another contract for the
Hunbol dt facility, which is a utility build project we
executed through an EPC contract for about 150 negawatts.
And an EPC contract is an engi neering procurenent
construction agreenent, in which the utility actually
constructs the plant but contracts wwth a third party to
provi de services for the equi pnent and engi neeri ng services.

In addition, besides those two RFGs, the utility
procured anot her power plant, the Gateway Power Pl ant, which
is a conbined cycle power plant, about 500 negawatts. It
resulted in utility ownership. What the utility did was
buil ding and actually conpleting a partially built power

plant, and the utility did that as part of a settlenent of
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clainms arising fromthe energy crisis, or to defer to
Comm ssi oner Boyd, the electricity crisis.

Let me turn to the other RFO, one that we have
just conpleted and have applications pending before the PUC
right now |It’s resulted in three contracts for about 1,500
megawatts, two PPAs for about 900 negawatts, and one PSA for
about 600 negawatts.

So you | ook to see our procurenent over that tinme
period and you can see that there’'s a definite mx in terns
of procuring new resources, in terns of gas-fired resources,
of utility ownership and also contracts fromthird parties,
and the preponderance of those resources actually is not
utility ownership, but preponderance conmes fromcontracting
with third parties largely for these PPAs.

So we'll turn now fromthe question of the nunbers
to how can the hybrid market be inproved, good, focus on the
pragmati cs.

Well, right now EPC offers are not allowed to be
included to be bidded into a long-term RFO. And i ncl udi ng
EPC offers, that is those engineering procurenent and
construction agreenments, allowing offers for those resources
into RFGs woul d be an inprovenent.

And this is, in essence, what happened at Hunbol dt
where, originally, when we were | ooking out for PPAs and

PSAs and for a variety of reasons it didn’'t turn out to be
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feasible for the marketplace to offer those services and we
ended up with an EPC type contract.

And ny understanding is actually consumer groups,
such as TERM support allow ng EPC contracts into the | ong-
term RFO, and the reason why is allowng EPC contracts to
bid in increases the conpetitiveness of the procurenent of
new resources. So that’s one way to inprove the hybrid
mar ket situation

Let me turn now to the issue of transparency;
start off with theoretical and phil osophical again. P&E
recogni zes that transparency is a value and an overarching
principle. There should be public disclosure in a
denocracy, government agencies have and shoul d have an
i npetus for disclosure.

And we recogni ze that regulated utilities
general ly have special obligations for disclosure.

If we narrow the focus to procurenent there’' s a
custoner interest and a public policy interest in |ow cost,
and there’'s a |legal standard for just and reasonabl e cost.
And t he chal | enges bal anci ng these two i nportant
consi derations, where is the sweet spot in that bal ance?

So let me turn now to the current situation.
First of all, the I0OUs disclose lots of information in a
variety of foruns. What’'s the context for me nmaking that

assertion, to sone extent?
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One, | contrast it with the financial markets.

For nore than the past year |1’ve been working with folks in
Washi ngton, at the Commodity Futures Tradi ng Commi ssion, the
CFTC, and on Capitol HIl, and other places associated with
the financial derivatives regulation and potenti al

| egi sl ation.

And one of the key el enents associated with the
financial crisis we’ve had is no one really had a sense of
what the pie | ooked |like, there was inconplete information
that the regulators had, and there was inconplete disclosure
by a lot of market participants.

That is not the case in the California electricity
market. So | OUs disclose lots of information in a variety
of forums. Sone procurenent information is considered
confidential; there are standards, standards we have set by,
for exanple, the Public Utilities Comm ssion. Inportantly,
there are commercial requirenents of our counterparties not
to disclose various information.

Now, who has access to such confidential
informati on? Regulators actually do have access to that
i nformation, and the Procurenent Review G oup does have
access to that information.

What is the Procurenent Review Goup? It’'s a
group of non-market participants representing custoners and

public interests, and their role is to advise the utility on
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procurement matters.

And regulatory staff in the PUC s energy division
participates as part of the Procurenment Review Goup. 1In
fact, CEC staff, Energy Conm ssion staff used to participate
on PG&E s Procurenent Review G oup, and PGE wel cones the
renewed participation of CEC staff, should the Conm ssioners
decide to allow staff to rejoin the PRG

The i ndependent eval uators al so have access to
such confidential information. Their role is to nonitor the
RFGs in utility procurenent and to check, ensure for
fairness and conpetitiveness. So lots of folks have access
to confidential information.

Who may not have access to confidential
information? Market participants.

Well, how well is this working? WII nore
di scl osure, or different disclosure, or different kinds of
di scl osure, or disclosure to different stakehol ders be
beneficial to the public interest and, if so, what may the
cost inpact be to custoners?

So an exanpl e of how these standard of
confidentiality has been -- you know, it’s an energing
standard and it gets applied pragmatically, | point to the
Cost All ocation Mechanism G oup. This was established by
the Public Utilities Conm ssion so that representatives of

di rect access and ot her non-bundl ed custoners woul d have
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access to confidential information and provide input into
utility procurenment of new resources for which such
custoners m ght have to pay for.

Agai n, the question about market participants,
shoul d market participants have access to such confidenti al
i nformation?

Well, the answer | get from market participants
speak with is overwhel mng, yes, access -- all market
partici pants shoul d have access to all this confidential
i nformation, except for my particular conpany. Avis wants
Hertz’s information, Goldman Sachs wants Morgan Stanley’s
information. Every market participant wants a conmmerci al
edge.

And the policy question is does that conmerci al
edge cone at the expense of custoners?

| approach this fromthe counter intelligence

perspective, do a little role playing. If | were another

mar ket partici pant how would | use this information to gain

a comerci al edge?

Then | think back to ny role in procurenent for
PG&E and | think about that action for that hypothetica
mar ket participant, would it di sadvantage PGE s bundl ed
el ectric custoners; to what extent?

And the policy challenge is to bal ance those

consi der ati ons.
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So in conclusion I'd like to say that there’s
ongoi ng di scussion of these issues in a variety of policy
foruns. | do thank you for the opportunity to speak to
t hese issues here at this | EPR workshop and | wel cone your
gquestions and comments.

COWM SSI ONER BYRON:  Good, thank you M. Strauss.

Conmi ssi oner ?

COWM SSI ONER BOYD: Thank you, that was
interesting. | guess a question | still have, though, after
this presentation is has there been policy review or
adequate policy review of this evolution of the hybrid
mar ket ever since it began to evolve fromthe days of the
el ectricity crisis?

And that’s really a rhetorical question, not one
that I would expect you to be in a -- to have to answer, but
it still remains to nme as a question.

And it kind of fits into where I’ msliding next,
which is your category of transparency and your call to us
torejoin the PRG effort which, frankly, is an effort that
because of the |ack of transparency this agency’ s had great
difficulty with, so there’s a bit of irony in the discussion
about transparency and the procurenent process.

Lastly, a statistic that would really help ne and,
again, | doubt you' d have this nunber, but |’ mjust

wonderi ng how many generating plants did you buy from
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mer chant generators that were unable to get a PPA from you
and thus had to throw in the towel?

This is a concern, another concern of mne as |
wat ch the hybrid market develop over the years into a trend
towards nore and nore utility-owned generation. And, of
course, as we all know there’s a big difference in the way
t he procurenent process and contract, |ength of contract
term between utility-owned generation and what a merchant
pl ant can get.

So the hybrid system which norphed fromthe
electricity crisis, has been interesting to watch, | guess
is where I'll leave it.

Comm ssi oner, thank you.

COWM SSI ONER BYRON: Did you want to respond?

MR, STRAUSS. Sure, | can take the three parts.
So, you know, as the different systematic review of the
hybrid nmarket as it’s evolved and in practice, |’ m unaware
of any systematic thorough study of such and |I’'d wel cone
such a study, and | think that there are sone particul ar
fol ks who m ght be well positioned to assess that.

Wth respect to the third conment in ternms of,
wel |, how many plants did PG&E procure after a devel oper was
unable to secure a PPA and threw in the towel ?

| take it you're referring to the Tesla situation,

but 1’m not sure about throwing in the towel there.
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But, you know, | nean clearly if you |look to see
the procurenent in an RFO, you know, with respect to the
Procurenent Review Group transparency, for those fol ks who
are participating in the Procurenent Review G oup, they' re
seeing the information.

So the question is for fol ks who are outside the
Procurenent Review Group, you know, not seeing the
i nformation.

And so with respect to transparency i s your
concern that in the Procurenent Review G oup process
information’s not being provided to Procurenent Review G oup

menbers or sonething el se?

COMWM SSIONER BOYD: | think nmy concern’s a little
broader than that in ternms of equity within the -- in the
entire -- for the people of the State of California and the

entire process that we’'re involved in here.

MR. STRAUSS: And | think the key elenent is in
contract procurenent, the variety of standards out there.
Al right, I nmean, we’ve got a sealed bid process in the way
the U S. governnent, you know, often auctions off a nunber
of things.

For new power plants in the State of California
whi ch, you know, each one has a uni que set of properties,
there’s a ot of particularities to a particular

devel opnment, and there’'s a | ot of uniqueness and
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negotiations in the permtting process, the siting process,
and so forth. The question is howto really provide a
process that, you know, has the elenments of fairness and
conpetitiveness that is what the State seeks. And how to
denonstrate to those who are participating in the process
and to those outside that process that there’' s fairness and
conpetitiveness.

| agree that’s, you know, certainly a central
i ssue.

COWM SSI ONER BOYD:  Enough sai d

COWMM SSI ONER BYRON:  Conmi ssi oner, thank you. Let
me ask a couple questions. M. Strauss, thank you for your
coment s.

| liked your fol ksy approach to this. | know you
ina prior life sonewhere, | think.

Let's see if | can understand the comments, if |
can read my own witing?

You asked this question a couple of tines, how can
the hybrid market be inproved and is it serving us well?

And, of course, | couldn’t help but note to whose
benefit, to whose satisfaction?

| think our stated interests are the same, we’'re
interested in what clearly benefits custonmers in the | ong
run.

Can you tell me, does the 2006 procurenent
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decision the PUC did, and | know they’ ve nodified it
numerous tines, where | believe they stated a 50 percent
hybrid market, 50 percent utility-owned generation, 50
percent independent; does that still stand?

MR, STRAUSS:. Actually, that was not the
Comm ssi on deci sion, the Conm ssion rejected that. PGE was
a proponent of that possible outcone, one way to execute the
hybrid market, but the PUC rejected that and does not have
that as policy.

COWM SSI ONER BYRON: | accept that. | believe I'm
referring back to the press announcenent that | renenber
readi ng, that PG&E put out in 2006 on their procurenent, and
| think it had sonething to that effect init, I think
that’s where | picked that up

MR, STRAUSS. Sure, sure, and just to speak to
that, that refers to the RFO where there were 2,000
megawatts procured, you know, of those five contracts, and
four PPAs, one contract for a PSA and one contract for the
EPC at Hunbol dt.

And there, actually, it’s a bit less than 50
percent utility ownership in ternms of the negawatts.

Il just note that sone of the nmegawatts for the
PPA, sone of them were peaking units rather than conbi ned
cycle units. And so if one |ooks at potential energy

generation rather than sheer nmegawatts, it’'s alittle bit
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different. But either case it’s |less than 50 percent.

COWM SSI ONER BYRON:  All right. And, of course,
you nentioned Colusa, which is PGE, a utility-owned
generation unit?

MR STRAUSS: That was one of the -- that was the
ownership contract emerging out of that solicitation, that
RFO.

COWM SSI ONER BYRON:  You nentioned Hunbol dt, which
is PGE utility-owned generation.

MR STRAUSS: Uh- hum

COW SSI ONER BYRON:  You nenti oned Gat eway,
utility-owned generation.

You nentioned Tesla, which was an attenpt at PGXE
utility-owned generation.

Are there any other applications before the
Comm ssion, now, that will if not currently, it wll be
pl anned utility-owned generation by PGXE?

MR. STRAUSS: Yes, | nentioned our 2008-09 |ong-
termsolicitation that we just conpl eted; we have
application for three contracts for new resources. Two of
them are PPA and one of themis a PSA. So the PPAs are
about 900 negawatts and the PSAis a little less than 600
megawatts, and so that’s pending right now.

COW SSI ONER BYRON:  And PSA stands for?

MR. STRAUSS. A purchase and sal es agreenent. So
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that’s the build-on transfer nodel, where soneone else --

COWM SSI ONER BYRON: Ckay. | hadn’t heard PSA
since that airline went out of business.

So the build-on transfer | understand, so that’'s
PSA.

Are the other two units that you re referring to
units that PGRE is considering acquiring?

MR. STRAUSS: No, those are -- one if the Merritt
Mar sh Landi ng project, the other is the Mriposa project.
Bot h of them have, you know, |ong-term PPAs.

COWM SSI ONER BYRON:  And this is what | nean by
this Comm ssion, the interests are aligned with regard to
the procurenment groups. It’s just that the outcone is
troubling because it’s not a totally visible or transparent
process.

You indicate there’s a lot of folks that are
getting access to this confidential information. But I
think we’ve found that that’s not necessarily the case.

We are so glad the PUC is participating in this to
a great extent.

But in ternms of non-market participants, | believe
my intel and, of course, I'’mnot there and you could correct
me, is primarily one organi zation that’s present at nost al
of the PPA neetings.

MR. STRAUSS: Actually --
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COW SSI ONER BYRON: I’ m sorry, PRG Procurenment
Revi ew G oup.

MR. STRAUSS: Sure. The consumer group, the
consuner group, TERN, is very nmuch present. The division of
rat epayer advocates is very much present, and we’ve had off
and on participant fromthe union, from concerned
scientists --

COW SSI ONER BYRON:  Ri ght.

MR. STRAUSS: -- the NRDC and so forth.

COW SSI ONER BYRON:  And are all of those
participants drawi ng i ntervener conpensation?

MR STRAUSS: DRA does not --

COWMM SSI ONER BYRON:  No, DRA is a governnent
agency.

MR, STRAUSS. Exactly. So the others, | believe,
you know, do try to collect conpensation

COW SSI ONER BYRON:  And so this is another
obvi ous concern that this Conmm ssion has and we --

MR. STRAUSS: | believe that many of the fol ks who
woul d be participating in the | EPR process, in the 36
wor kshops woul d | ove to get intervener conpensation for
participating in them

COWM SSI ONER BYRON:  And they won't be.

MR. STRAUSS: Exactly.

COMM SSI ONER BYRON:  But this -- you know, this is
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sonething, this is an artifact that’'s happened as a result

of efforts to allow efforts into the PUC process that’s so

difficult, and litigious, and conplicated. But this is one
of these things that ends up distorting the process.

It would seemto ne that the utilities, the
i nvestor-owned utilities have figured out howto use that to
t heir advantage through these Procurenent Review G oups. W
are not quite buying in to the transparency argunent.

Let’s see | think | have one nore question.

MR. STRAUSS: | just -- | just, you know, data
solicitation has taken a -- each one took about 18 nonths.

COWM SSI ONER BYRON:  Yeah, why is that?

MR. STRAUSS: And there were about 20 neetings
with the PRG over that tinme to review the offers and end up
and -- you know, we wel cone non-market participants,
custoner interest groups to participate in that process,
just note it’s a time consum ng one and it’'s a chall engi ng
one.

COM SSI ONER BYRON:  Yes, it is. And that's part
of the reason that we pulled Energy Conm ssion resources.

We don’t quite have themto share to that extent and to
participate in this untransparent process, opaque process, |
guess, is the word I’ m | ooking for.

You know, | think I"Il stop there. |1 do want to

make sure that | nention that we appreciate very nuch PG&E s
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| evel of participation. The nere fact that you're here
because we put a sentence in our notice around this subject
matter, we appreciate it very nuch

The fact is that we just haven’t been able to get
to all the topics we want to. W did a substantial workshop
on this a year ago.

But just having you here and taking the tine to
answer these questions and provide your input, very hel pful.
We woul d wel cone additional witten input on this subject
matter to the extent you can provide it.

And | also wanted to nention the |evel of
comm tnent that we’ve gotten at the executive |level on down
fromP&E is very much appreciated on this | EPR process.

| have one nore card to call.

MR, STRAUSS. And | would just |ike to conclude by
sayi ng, you know, we’'re commtted to the ongoi ng dial ogue
around these issues, so thank you for the opportunity.

COWM SSI ONER BYRON:  Thank you. M. Johnson, did
you want to nake sonme renmarks, please, Aaron Johnson, PGE?

MR. JOHNSON. Thank you, Comm ssioners.

Primarily, |, too, came today because of a
sentence in the notice that there was a desire to discuss
the 33 percent renewable issue. M title at P&&E is
Di rector Renewabl e Energy Policy and Strategy, and | really

was here predom nantly to answer any questions you had about
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t he 33 percent issue.

Si nce you’' ve given ne the mke for a couple
mnutes, | wll quickly touch on an issue that | think isn't
enphasi zed in the IEPR, though it is referenced, which is
t he now underway effort to inplenent the Governor’s
executive order on the 33 percent standard at the Air
Resour ces Boar d.

And 1'd just like to | eave you with a coupl e of
hi gh | evel thoughts about that process, as you begin that
process.

W worked pretty diligently and I’ mstill com ng
to grips with the fact that a bill that | invested a |ot of
my omn tine intois no longer with us as of Sunday night.

But | think there are sone | essons to be drawn fromthat
process, that are very essential to incorporate into that
ARB process, and to the extent the Conm ssion will be a part
of that process.

My overarching concern is that that process should
be what | would say, a light process. Part of PG&E s
support for the 33 percent renewabl e | egislation, which had
a variety of interest on both sides of the | edger, canme from
getting sone certainty around a 33 percent nmandate whi ch has
been, you know, evolving as a policy of the State for a
nunber of years but is not codified yet, and we’d really

like to see that effort codifi ed.
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And we believe, you know, that it’s likely that
the Legislature will eventually reach an agreenent with the
Governor and codify that be it, you know, this com ng
| egi sl ative session, perhaps in future years.

And so our primary concern in approaching that is
that the ARB process not change the rules of the ganme in the
RPS too much and take us in a different course than where we
are today and then have the Legislature nove back on the
course that it’s been on with the statutory mandates on the
renewabl es front.

So there are two areas that we think it would be
useful for the ARB to | ook at getting into and possibly
changing in the renewabl es spectrumfor that inplenmentation
of the executive order.

And those are, first off, the eligibility of
resources and really considering sonething P&E s been
advocating for, which is really expanding the eligibility of
resources that neet the RPS definition

And to be very specific, you know, we have a great
interest, a well-publicized interest in building a --
potentially partnering with other utilities to build a
significant transmssion |ine up into Canada and possibly
accessi ng sone really phenonenal renewabl e resources up
there and tapping those not only for California, but the

entire west.
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And one of the things that really nmakes that |ine
econom cally viable is |ooking at considering slightly
| arger small hydro, that is plants under 50 nmegawatts. And
that’s something we’'d like to see considered in the ARB
process or, at the very |least studied. And we have been a
proponent in the RPS |legislation to have the CEC actually do
a study to | ook at what the environnmental inpacts would be
of those slightly larger small hydro facilities.

The second key piece to the legislation or to the
i npl enentation of the executive order is also sonething that
was in the legislation, which is really setting reasonabl e
targets around how | ong we need to nake the RPS program
succeed.

|, for one, amvery confident that we're going to
succeed in this effort. | think our ability to neet the
tinelines we’ve set for ourselves and that policynmakers have
set for the utilities is going to be a challenge. And as we
| ook towards 33 percent can we have nore of interim
deadl i nes as we nove towards that 33 percent goal that
recogni ze the lunpy nature, recognize these resources com ng
online, and also that recogni ze sone of the siting,
permtting, transm ssion challenges that face a | ot of these
resources and the fact that we need sone additional tinme to
bring those resources online.

So those are a couple of thoughts of things that
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we think would be hel pful to see in an ARB process. W wl|
be an active participant in that process when it begins and
|’d be happy to take any questions you have.

W will also submt sonme additional detailed
coments on the renewabl es section of the | EPR, but we'l|l
just submt those in witing.

COWM SSI ONER BOYD: No questions

COWM SSI ONER BYRON:  Very good, M. Johnson, thank
you very much

|’ m going to nake one nore -- please, go ahead and
have a seat.

|’ mgoing to nake one nore solicitation for any
final public comrents and then nmake a few requests with
regards to specific input that the IEPR Conmittee is | ooking
for with regard to the issues that we raised in the notice
on 33 percent renewable portfolio standard, hybrid electric
mar ket, and inproving electricity procurenent.

M5. KOROSEC: Comm ssioner Byron?

COWM SSI ONER BYRON:  Yes?

M5. KOROCSEC. W do have a conmenter on WebEx --

COW SSI ONER BYRON: Al right.

M5. KOROSEC. -- that would like to speak. That’s
Bill Keese. Could you go ahead and open his |ine?
kay, Bill, your line’ s open, do you want to ask

your question or nmake a comment ?
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MR. KEESE: Yes, |’ve enjoyed your comments today.
|’ m going to speak on behal f of a power storage devel oper
and |’ve spoken to a nunber of you, first, Eagle Crest
Energy, who is developing a 1,300 negawatt punp storage
facility east of Indio.

And | appreciate the fact that there have
been -- has been novenent in the IEPR to recogni ze storage.
| will note, when you speak of supply and demand, we're in
the process, we’'ll be coming out with our permt we expect
within the year, but it doesn’t show up, necessarily, in
the -- when you | ook at supply and demand.

In the renewabl es area there is one recomendati on
and that is that PIER should continue its research efforts
on the appropriate specifications for storage.

In the transm ssion area there is no reference to
this project, but that’s understandable, we have not applied
to the 1SOto get in the queue, yet.

And the Smart Gid, which | can say on not too
much, bulk storage is going to be a very significant factor
inthe Smart Gid. | would say also in coordinated
el ectricity system pl anni ng.

We'll be submtting witten comments, but what
we'd like to see, to piggy-back on another, we'd |like to see
a recomendati on about the problens. Because the problens

with integrating renewabl es, storage is going to be one of
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the critical problens. And the problemw th storage today
is how the systemw || conpensate for the benefits, whether
it’s firmng renewabl es, whether it’s taking nighttinme power
and noving it to daytine, whether it’s flash start, whether
it’s regulation, whether it’s any of those other benefits
there’s going to have to be a way to figure out how to
appropriately conpensate for that service.

So we will submt some specific comments to you
We thank you for including three or four pages on storage in
the | EPR, we just hope that we can nove it from page 185 up
to maybe page 5 or 6.

COWM SSI ONER BYRON: Do you want your own section?

(Laughter.)

MR. KEESE: No, no, there’s a comment up on, |
t hi nk, page 6 or 7 that storage would be useful. | m ght
change that word, suggest changing that word to “necessary”
or “extremely inportant” or sonething. Storage is not going
to be just useful to the newgrid, it seens to us, and nost
of the people we’'re talking to, but critical.

You know, we’'re late in getting you information
and perhaps the fullest iteration of the 2011 I EPR that you
may not be around for as | hear, but we do want to nake sure
that any of the transm ssion planning that goes forward,
system pl anning, Smart Gid takes into consideration what

will be there.
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Punp storage off the, in our case, ten mles from
a main gridline is going to take -- be demand and supply,
but it would be hard to plan a grid without taking into
consideration that that’s where it’s going to be.

COWM SSI ONER BYRON: M. Keese?

MR KEESE: Now, we do have a tineline here. |If
we get our permt, too, in August or Septenber of next year,
it wll still be 2016 before we’re fully operational.

COWM SSI ONER BYRON: M. Keese, | really appreciate
your comng on with comrents with regard to this issue.
think we should | et everyone know, that doesn't, that M.
Keese is a former chairman of this Conm ssion and it’s so
good to have you still involved in these issues.

M. Keese did cone in and brief ne a nunber of
months ago with regard to this project and | think it’s
extrenely exciting, has a great deal of potential. | have
di scussed it since then with nmenbers of the Public Uilities
Comm ssion, as well as the Independent System QOperator,
because | think it does fulfill -- it does fill a very
i mportant niche.

| accept your comments with regard to how
inportant this could be to the operation of the grid and the
integration of renewables and we will certainly | ook at the
| EPR and how we might nodify it to address | arge storage and

the revenue streans that will be necessary to provide the
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correct incentives and conpensation for |arge storage.

MR. KEESE: Thanks. W' |l be submtting comments
both in the print by the -- which we’'d |ike themby the 23'¢
and you by the 28N

COWMM SSI ONER BYRON:  Thank you, former chairman
Keese. And with regard to ny not being involved in the 2011
| EPR, | believe you understand how all good things cone to
an end, ny termends in 2010.

Comm ssi oner Boyd?

MR KEESE: Yes.

COWM SSI ONER BOYD: Hi, Bill, thank you for your
comments. | agree with what Comm ssioner Byron said about
us taking a look at this. And we may be a little bit guilty
of not calling out enough attention in the IEPR to this
subject, but let ne assure you we talk about it internally
an awful lot, and there’s an awful lot of talk anongst the
ener gy agenci es about the intermttency issue, about the
various technol ogi es that can be pursued, about punp storage
particularly in relation to wnd. It has a -- you know, we
don’t need much research, it’s a fairly proven thing about
nol ten salt approaches on sone types of solar technol ogi es,
et cetera, et cetera.

And so energy storage -- and either about
batteries and other applications, so energy storage is

i nportant to us and maybe we need to take a good | ook that
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we acknow edge that.
COWMWM SSI ONER BYRON: We will. Thank you.
Any additional conments?
M5. KOROSEC: We have no nore fol ks on the WebEx

who wi sh to nmake any comments.

COWM SSI ONER BYRON:  All right, last chance in the

roonf?

|I’d like to provide just a little bit additional
direction with regard to this paragraph that we’ ve added,
and Comm ssi oner Boyd may have sonme comments as well. And
"Il be candid with you, there’s a great deal that goes on
to pull this report together.

The siting |load case, the travel, the
presentations, there’'s just so many things pulling at our
time we have not fully addressed all these issues to the
extent we would Iike.

So with regard to the integration of 33 percent
renewabl es, obviously, things have changed sonewhat in the

| ast week or so with the executive order being inplenented

and the Governor’'s veto of the codification of an RPS for 33

percent, as M. Johnson i ndi cated.

We woul d certainly be interested in hearing what

ot hers have to say about the direction that we’'re headed now

with inplementing 33 percent. | think your input could be

very valuable to this Conm ssion and we would certainly
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consi der recomendati ons for the Governor and the
Legi sl ature around that particul ar subject, because it’s so
i mportant.

The second is the -- with regard to procurenent
and the hybrid electricity market, we would be interested in
t he reconmendati on or nodifications that anyone woul d care
to suggest that we could make to this process going forward.

As | think you all know -- well, let ne put it to
you this way, how we address once-through cooling and the
priority reserve issue with regard to avail abl e em ssion
reduction credit in the South Coast Air Quality District,
these issues are clearly tied to procurenent and we are
| ooki ng for recomendations with regard to how we can break
that, I'll call it alog jamat this point.

And the other issue that’s conme up somewhat here
t oday around need conformance, you know, that this
Comm ssi on has been working with the other energy agenci es,
with the Governor’'s office, and other stakeholders to | ook
at how the State may have a role that could help break this
once-t hrough cooling priority reserve log jam And when
say that I’mjust conmbining the two issues, the retiring of
agi ng coastal power plants with the permtting of nore
efficient power plants that we right now are forbidden from
permtting as a result of no ECRs being avail abl e.

So | apologize if I"’mnot being clear, but we are
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| ooking for additional input in those areas, and to the
extent stakehol ders feel as though they can nmake sone
recommendati ons, we would certainly be interested in
entertaining them And that was ny primary reason for
addi ng those conponents into the notice for this neeting.

Comm ssi oner Boyd, before | adjourn the neeting,
woul d you |ike to say anythi ng?

COWM SSI ONER BOYD: |'m not going to add anyt hing
on process and procedure, but | did forget or neglect,
meaning | forgot, to respond to one itemthat Mark Krausse
brought up from PG&E, | got off on nmy nuclear and seismc
t angent .

Mar k mentioned, on the subject of renewabl es he
tal ked about, in effect, biogas, and dairy digesters, and
t he Regional Water Quality Control Board, but the neetings
in the Governor’s office and what have you, and he nade a
pitch for -- he joined the long list of people who' s nade a
pitch to us for PIER funding to help finance the production
of a programmatic EIR, which we are considering.

However, | want to point this -- the idea for a
programmatic EIR | believe cane fromthe Regional Wter
Quality Control Board, but the bases of these neetings or
the genesis of the neetings was the air quality concerns
relative to biodigester work in the valley, and the fact

t hat people have trouble getting permts. Those are people
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who want to generate electricity, not people who want to
inject their gas into the gas grid.

And it grewinto or retreated back to the | ong,
| ong-term probl em of water quality probl ens being the driver
of so much of this and the need of the water folks for
clarity, and thus the idea of doing a programmatic EIR
which | think is fine.

But quite frankly I told that group and I’'ll say
it in public that that’'s going to take a long time and it’s
going to be very confusing. And the problemwe have is we
need to do sonmething right nowto break this log jam And
so, frankly, as the chair of the Governor’s Bi oenergy
Wrking Goup | amtrying to pursue other avenues of finding
shovel -ready projects who have sonme kind of a problemthat
we can perhaps clear up

And I’ m aware of several folks who may have even
have contracts with PG&E, who were going to build a European
styl e above-ground digesters seened the nbst promsing to
me, but they ve run into the financial dilemm, and that’s
what we’'re trying to pursue.

And Mark, | may come back and talk to you sone
nore about that. Because these |ooked really shovel -ready
and ready to go, and have no water quality problens, and
have no air quality probl ens because they woul d be direct

gas injection into the grid.
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In any event, |I’mvery keen on that and would |ike
to pursue that.

And whet her or not we cough in dollars for a
programmatic EIRis not going to solve this problemon ny

watch as a Conm ssioner, and | don't intend to go for a

third term so I’'ll make that a public statenent.
In any event, I'’msorry | neglected to nention
that. That's all | have, M. Chair.

COW SSI ONER BYRON:  No third term Conm ssioner?

COW SSI ONER BOYD: No way.

COW SSI ONER BYRON:  Wel | - -

COWM SSI ONER BOYD: | 'mtired.

COWM SSI ONER BYRON: There’s the saying at the
Comm ssion that if you serve a second termit’s because

you're really valued, but a third termneans you can’'t find

a j ob.

(Laughter.)

COWM SSI ONER BOYD: | don’t want anot her job,
ei t her.

COWMM SSI ONER BYRON:  Commi ssi oner, we really
did -- your service to this Comm ssion is extraordinary.

|1’d like to personally thank you for your involvenent in the
| EPR work that we’'re doing and certainly need your utnopst
hel p here over the course of the next few nonths.

COWM SSI ONER BOYD: Wl l, you're very wel cone.
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You' re a very good chairman. | still don’t know if you're
guilty, though, of roping me back into the IEPR | did ny
three tours of duty and thought that was the end of any
enlistnment, or even if you' re drafting ne --

COWM SSI ONER BYRON:  No.

COW SSI ONER BOYD: And M. Keese, the former
chairman, is originally guilty.

COWM SSI ONER BYRON:  Ckay. Most of all 1'd |ike
to thank all of you here today, very patient, your input is
extrenely inportant, |ook forward to witten conments.
know it takes tine, but | can assure you they wll be
carefully consi dered and eval uat ed.

And if you want to screamin your coments, we
woul d under stand, al so.

|"ve taken a |l ot away fromtoday’s neeting. Wat
| mean is |I've gotten a |lot of good input and suggesti ons.
I”d li ke Ms. Korosec to take a second and review for us the
schedul e for receiving those witten coments and just take
a mnute, if you will, and then we’ll just close the
nmeet i ng.

M5. KOROSEC. (kay, yes. Just a rem nder that
witten comments are due by 5:00 p.m, on Cctober 28", our
next steps will be to review those coomments and to revise
the report, which is expected to be rel eased m d- Novenber,

for adoption on Decenmber 2.
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And | would like to encourage parties, because of
that short turnaround tinme, if you have concerns in your
witten comments please give us | anguage, exact |anguage
changes as nuch as possible to the report, edits to the
report, itself, rather than just sort of generalized
comments of what should be done, that would really be
hel pful for us.

COM SSI ONER BYRON: It is. And that’s no
guarantee we’'re going to use your exact |anguage, but it’s
extrenely hel pful if you can narrow down exactly what your
concerns are wth proposed | anguage.

Agai n, Ms. Korosec, thank you to you and your
staff, well done, we have a little bit nore work ahead of
us. And, again, Comm ssioner Boyd can’t thank you enough.

Don’t go on vacation or anything. Just kidding,

we know that’'s not the case.

This will be going before the full Comm ssion, the

plan is Decenber 2". Thank you all very nuch for your tine

here today. W’ |l be adjourned.
(Whereupon, at 3:20 p.m, the Cormittee
Wor kshop was concl uded.)

--000- -
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