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PROCEEDI NGS

JULY 22, 2010 10: 08 A M

M5. KOROSEC: All right. Good norning, everyone.
think we are going to go ahead and get started. | am
Suzanne Korosec. | manage the Energy Conm ssion’s
| ntegrated Energy Policy Report Unit, and welcone to today’s
wor kshop on C ean Energy Manufacturing in California. This
wor kshop is being held jointly by our Federal Stinulus
Program Comm ttee and our Integrated Energy Policy Report
Commttee. Just a few housekeeping itens before we get
started. Restroons are out the double doors and to your
left, out in the atrium there is a snack roomat the top of
the stairs in the atriumon the second floor, under the
white awning, and if there is an enmergency and we need to
evacuate the building for any reason, please followthe
staff out the door and to the park that is kitty corner to
the building, and we will wait there until told that it is
safe to return.

Today’ s wor kshop i s bei ng broadcast through our
WebEx Conferencing System and, so, parties need to be aware
we are recording the workshop. W will make that audio
recordi ng avail able on our Wbsite a couple of days after
t he workshop, followed by a witten transcript in about two
weeks. We have a nunber of presentations today and we will

have an opportunity for QA after each panel presentation
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W will also have an opportunity for nore general public
comment at the end of the day; at that point, we will take
comments fromthose of you here in the roomfirst, followed
by the fol ks who are participating via WebEx. For those of
you here in the room we do ask you to cone up to the center
podi um and use the m crophone so that we can make sure we
capture all of your comments in our transcript, and al so
that you give our Court Reporter a business card so that we
can nmake sure your nanme is spelled correctly.

For those of you joining us through WebEx, we
wel cone the 20 or so, | believe, that we have so far
listening in. You can use the chat function at any tinme to
| et our WebEx Coordi nator know t hat you have a question or a
comment, and we will nmake sure to open your line at the
appropriate tine, or read your question to the presenter.
We do ask the WebEx commenters to speak loudly and clearly
on the phone, we are having a little problemw th our WbEx
systemwhere it is alittle bit hard to hear, so please try
to speak up. W are also accepting witten comments unti
the cl ose of business on July 29'" and the Notice for
today’ s workshop, which is on the table out in the foyer and
al so avail able on our Wbsite, explains the process for
submtting those witten conments.

Today’ s workshop is the fifth of six workshops that

we are holding as part of the 2010 Integrated Energy Policy
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Report, or |IEPR Proceeding. Qur first workshop covered
transparency and accountability of ARRA funds for energy-
related projects in California; our second workshop on July
8'" tal ked about |ocal, regional and state government energy
efficiency retrofit efforts that are being funded by ARRA,
the third workshop focused on how t he Energy Comm ssion is
using its existing AB 118 and PIER funding to help | everage
ARRA funds, to help grow our Cl ean Tech sector; yesterday,
we focused on various clean energy and workforce training
activities that are going on in California, and the
chal | enges and expected results of those endeavors.

Today, our topic is Cean Energy Manufacturing: what
is the current status, the effects ARRA funding will have on
the status quo, and we will also provide an overview of the
Energy Conm ssion’s O ean Energy Manufacturing Program that
wi |l be providing financial support to businesses,

t echnol ogy devel opers, vehicle fleet owners, to encourage

t he manufacture of clean energy technol ogies and fuels. And
we would |ike to hear from stakehol ders on whet her that
programis helping, is it doing enough, not going far

enough, and if not, what else do we need to be doing?

Finally, in md-August, we wll look at the effect
of ARRA funding on increasing the energy efficiency of
existing buildings in California, consistent with our goal

to achieve all cost-effective energy efficiency in the
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state, and how those efforts are going to fit into our
future energy policies, as well as future Federal efforts to
stinul ate energy efficiency throughout the United States.
More information on that final workshop will be provided in
a Notice that will be posted approximately 14 days prior to
t he workshop, with an agenda to be posted a coupl e of days
bef ore the workshop.

Just sone very brief background on the IEPR itself.
We are required by statute to provide an | EPR every two
years that covers California s energy markets, energy
suppl i es, demand, production, delivering distribution, and
mar ket trends, and nakes policy recommendations to the
Governor. The report is prepared every two years, in odd
nunbered years, and in the intervening years we provide an
update, that is what the 2010 Update is this year. Wth the
large influx of ARRA funding into the state, the | EPR
Comm ttee has chosen this tine to focus the 2010 | EPR on
exam ning the inpacts of that funding — the benefits, the
chal I enges, and the energy policy inplications of this |arge
investnment of Stinmulus funding in California s energy
sectors, and how these funds are going to help us achi eve
our energy and our environnental goals.

Today’ s workshop will consist of four panels with
presentations by each panelist, followed by an opportunity

for QA. Panel 1 this norning will cover policy
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10
perspectives and will include the California Manufacturing
and Technol ogy Associ ation, the Governor’s Ofice of
Econom ¢ Devel oprment, and the Silicon Valley Leadership
Group. Qur second panel will provide the business
perspective and will include representatives from C ean Tech
San Di ego, the Sacramento Area Regi onal Technol ogy Alliance,
Nanosol ar, Soliant Energy, and Green Vehicles Inc. After
[ unch, our third panel will cover Financing Issues and wll
i ncl ude the Energy Comm ssion’s C ean Energy Fi nanci ng
Program as well as representatives fromthe California
Cl ean Energy Fund, the State Treasurer’s Ofice, Five Star
Bank, and the California Infrastructure and Econom c
Devel opnent Bank.

Finally, we will | ook at Governnent perspectives
with the Governor’'s O fice of Econom c Devel opnent joining
us again, along with the Los Angel es County Econom c
Devel opnent Corporation, and the Ofice of the Economc
Wor kf orce Devel opnent. We will then end the day with an
opportunity for public comments. So, now | will turn it
over to the Conm ssioners for your opening renarKks.

CHAI RVAN DOUG.AS: Thank you, Suzanne. W are
excited to be here today. | personally have been | ooking
forward to this workshop quite a lot. This is the first
time that the Energy Conm ssion has ventured into the

territory of providing funding for manufacturing facilities
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11
for the construction or expansion of clean energy
manufacturing in California. W junped in with both feet.
We are providing prograns for both through ARRA fundi ng and
al so through AB 118 fundi ng, and we have had to do a
tremendous anmount of |earning and a trenmendous anmount of
work to put these two prograns into place, but we felt as
t hough the goals of ARRA and al so the goals of AB 118 would
be greatly furthered by our noving forward into this area.
We set up low interest |oan progranms, our hope and
expectation is that those prograns will remain in place and
will be an incentive to help manufacturers locate in
California, expand in California, and inprove their
operations in California for a very long tinme to cone, so we
are very excited about this program W also initially were
concerned, or were worried, or wondered what the uptake
woul d be for this program W really did not know when we
| aunched this programwhat $5 million or |ess, speaking of
ARRA, of low interest |oans would nmean to manufacturers. W
did not know, given the Federal reporting requirenents and
the other requirenents comng with ARRA whet her we woul d
have a |ine around the bl ock, or an enpty nmail box when the
solicitation deadline arrived, and we had had enough
conversations with the clean tech conmmunity to be confident
that the mail box would not be totally enpty, but when you go

t hrough the requirenents that we have, reporting, NEPA,
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12
SHPO, it definitely narrowed the field of what we were able
to do, at least with these dollars. W were imensely
pl eased with the results, with the interest we saw in the
real applications and the results that we have gotten from
this program And while that is still underway and we are
nmoving as fast as we can in our state agency fashion to get
this going, and to get this noney out on the street, and
have these jobs appear in California, it makes it abundantly
obvi ous how nmuch nore coul d be done, and how nuch need and
demand there actually is out there, and how nmuch benefit can
be created fromthis relatively small investnment and | ow
interest financing at a tinme at which we all know that
financing is a major barrier to these kinds of facilities.
So we are very pleased that we ventured down this path. W
want to learn fromthis experience and we have had to | earn
alot to get to where we are, and we want to be here to
stay, and we really want to keep these prograns around and
continue to be able to provide this kind of support. So |
amvery interested to hear fromall of our panelists today,
and pl ease, |et us know what has worked, what is not
wor ki ng, how could this work better, what are other needs
that are out there that we are not addressing, but maybe we
coul d address? Wat do you see as sone of the high | everage
opportunities in the state for us to make the cl ean energy

manufacturing a reality in California. And it is a reality,
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w Il have other comments. To ny imrediate left is
Comm ssi oner Eggert, he is the Associate Menber on the
Federal Stinulus Commttee and the Presiding Menber of the
Efficiency Commttee. W had applications in both the
Energy Efficiency and the Renewabl e Energy Area for

di fferent kinds of manufacturing, and so we are obviously
very interested in both. To Comm ssioner Eggert’s left is
David — what has happened to ne -- Hungerford, who | have
known wel|l for many years, and he is Comm ssioner Eggert’s
Advisor. And to ny right is Laurie ten Hope, who is
Comm ssi oner Byron’s Advisor. Conm ssioner Byron is not
able to be here, he is, however, in Silicon Valley
addressing a very simlar constituency about very simlar

i ssues, probably as we speak. And so he regrets not being
able to be here, but as | told him sonetinmes the public is
not necessarily best served by all three of us sitting here
in Hearing Room A when the state is big and there is just so
much ground to cover, and so many people we want to connect
wi th, and who we want to learn fromand talk to. So,
Comm ssi oner Eggert, opening conments?

COW SSI ONER EGGERT: Thank you, Chairnan Dougl as.
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14
It is also ny great pleasure to be here and | want to thank
all of today’s participants taking time out of your busy
schedules, tinme away fromthe investnent in California to
provi de your input and | essons and counsel to us as we
devel op these prograns. Just to reiterate, | think, a
coupl e points, you know, we are kind of at the cusp here of
what | think is a very exciting transition in the California
econony. W are seeing investnment comng to the state in
the area of clean energy, energy efficiency technol ogies,
both in power generation and energy efficiency and in
transportation, in particular. | also serve on the
Transportation Commttee, which oversees AB 118, and we are
seeing a lot of really excellent activity. And as we are
sort of structuring these prograns, nmanufacturing is a
really challenging arena to play in. | think we have to
recogni ze that we are as a governnment partner to the private
sector really a bit player, even though we have tens of
mllions of dollars, this is a many multi-billion dollar
sector, and so we really have to think strategically about
how we are going to | everage our investnments with the
private sector, and partnership with the private sector, if
we are going to transition these conpanies into conmerci al
operations. So, one of the questions | have is also al ong
the lines of what are the nost prom sing and highly

| everaged financial instrunments that we m ght use to do
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that. W do have the ability to use a variety of different
grants and | oan instruments, even within the | oan sector.
We have been having conversations about what types of |oans,
what types of lending institutions we should be partnering
wi th, and how all of those, |I think, are still ongoing
di scussions that we are having internally as we nove these
prograns forward. And then | guess, you know, ny |ast point
is just that, you know, if you | ook at the magnitude of our
policy goals, whether it is our energy or environnental
goal s, including climate change, | think nost of the
anal ysis that has been done suggests that we can neet the
needs of those goals while continuing to grow our econony,
but we really are going to have to sort of shift the
trajectory of investnent towards clean energy technol ogies,
towards energy efficiency, towards those types of
organi zations and industries that are making the investnents
in these new technol ogies. So, how do we as a state help
facilitate that transition and do it in a way that conti nues
to sustain a vibrant econony? So, | think with that, | wll
turn it back and | ook forward to the discussion.

M5. TEN HOPE: You basically covered ny comrents.
Comm ssi oner Byron regrets not being here. He is at the
Cl ean Tech Open in San Jose, very interested in the topic,
dear to his interests and will ook forward to reading the

transcri pt.
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M5. KOROSEC: Al right, wth that, I wll introduce
Larry Rillera, who is going to act as our Master of
Cer enoni es today, and al so our Mderator for all of our
Panels. Larry?

MR. RILLERA: Geat, thank you, Suzanne. Thank you,
Comm ssioners, participants. | amvery pleased to present
today’s different panels, lists and discussions that will be
provi di ng significant perspective on an industry the
Commi ssion is very engaged in growng. Wth that, let’s
junp right intoit. Dorothy Rothrock with the California
Manuf acturing and Technol ogy Associ ati on. Ei t her way,
Dor ot hy.

M5. ROTHROCK: Pretty confy right here. | just want
to follow your directions. Thanks so nmuch for inviting ne.
| appreciate the opportunity to talk to folks that want to
hel p manufacturing. As you know, | spend nost of ny tine as
a Lobbyist at the Capitol, and it is sad to say that nost of
the tine is spent trying to get themto do no nore harmto
Manuf acturing, at |least fromour point of view But there
is, at the same tine, in the Legislature and el sewhere in
State Governnent, lots of interest in seeing Manufacturing
grow, so there is sort of, | have to say, kind of a
schi zophreni a going on right now because everybody knows the
val ue of manufacturing, including Cean Tech Manufacturing,

but Manufacturing generally, but yet people are grappling
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with just how do we get it back at the same tine we are
trying to neet all of our other goals? So, | appreciate the
observation, Karen, that you made, that you got a snal
piece to provide, but it is a huge industry, it is a huge
sector of the econony, and it will be driven by forces that
per haps are beyond all of our control, but yet we really do
need to understand them So, that |eads ne into what |
would like to do today is just go through sone slides that
gi ve you sone background and sone perspective from our point
of view at the Manufacturers Association, and then, at the
| ast slide offers up a few things that we think are the key
to Manufacturing, generally, and then maybe in Q%A we can
get nore into what C ean Tech is all about.

So, the first slide, please, is of course the
Manuf acturing drop since 2001. | think Marty is going to
have a little bit nore, going back further, but just
briefly, no question about it, we have | ost about 635, 000
manuf acturing jobs since 2001. That is nore than we should
have |l ost. W know that Manufacturing has declined in the
US, generally, but the second slide shows that we are | o0sing
nore than we should. W have |ost 34 percent conpared to 11
percent for Nevada, for exanple; Texas has | ost 23 percent.
Go to the next slide, please.

W have done a breakdown to ki nd of show what that

means when you | ose Manufacturing and if you | ook at the
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slide, you wll see that on the top half, we have our | osses
and the average pay of those |lost jobs is about $69, 000, and
you see them broken down in some of the industry sectors,
Manuf acturing, the top line, is the nost significant, the
| osses are there. Then, if you go down to the bottom half,
you wi Il see that the average pay on gained jobs is just
$43, 000, so we are becoming poorer in the Mddle dass, and
that is not a good trend. OQur tax structure, just for
i nterest sake, does not really kick in, you do not really
participate in the personal inconme tax until you are above
that $43,000 level in a famly, so you will see that fewer
and fewer people are going to be contributing, at |east on
that level, to the state if we continue this.

Next slide please. This is just a brief kind of
summary of what we think sonme of the biggest cost pressures
are. California Manufacturing conpetes in global markets
and costs really do matter because, if you cannot conpete,
you cannot conpete and you are out of business. Conparing
to the rest of the country, we have a prem um on wage cost
of about 13 percent, 15 percent nore in taxes. Energy rates
are a particular problemfor California manufacturers, 33.4
percent is kind of a comrercial industrial blend, but when
you | ook at industrial electric rates, we pay a significant
prem um 53 percent higher than the national average. Let’s

go to the next slide. This is a recent assessnment we have
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done, it is alittle bit busy, but there is a |lot of content
here that is fun to ook at. W | ooked at new and expanded
manufacturing facilities across the conpany, and we found
that, on a per capita basis, California, since 2007 to 2009,
so we just | ooked at the nost recent few years, we have 3.7
new or expanded facilities per one mllion people. That
conpares to a national average of 28.7. Texas sits at 24.5.
You wi Il see sone of the other states at the higher end,

M ssouri, Kentucky, Tennessee, Al abama, those states for
what ever reason are getting nore expansion and nore start-
ups. So, what is going on here? California has 11.7
percent of the US Manufacturing workforce, but we are
getting only 1.5 percent of the new and expanded facilities.
These new and expanded facilities, that are the source, you
know, the Petri plate for whatever it is that you are going
to grow your future, and it does not | ook good that we are
not planting those seeds. Sorry for the m xed netaphor,
yeah, | amnot a farnmer — harvesting? | do not know.

kay, let’'s nove on. | think this is sonmewhat of a
restate, but it goes back further in time, and | think this
is fascinating, so join me here. You go back to 1990 to
1994, again, new and expanded manufacturing facilities. It
was not super great then, either, 3.4 percent, so the
decl i ne has been happeni ng for decades. But then, you get

to 95 and ' 99, and you know what happened there, we had a
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huge sort of tech boom and we were up at the peak in those
years to 11.1 percent, so we had our fair share in that year
for that peak year, | guess it is 1999, you can see it is
very faint. But, in average, about 7.7. But that was huge
for California. Then, you get up to 2004 and we are back
down to 3.6, and now we are really down, to 1.3. So, we had
a spurt, and then it kind of fell off. But, | feel that a
| ot of people believe that that robust period in the 95 to
"99, was kind of like normal, where there was sort of a
trend up to that, and now this nost recent decline is
abnormal. But | think what we are trying to showis,
| ooking at that 1990 to 1994, that is nore normal, and we
are back to normal, even lower than normal. And so it was
kind of a freaky once in a lifetime kind of benefits that we
got from what happened to Silicon Valley. Let’'s go to the
next slide.

Venture Capital — there is a |lot of conversation
about how nmuch venture capital California attracts, and it
is certainly true, we have a lot of the firns here that run
the capital venture noney, and so, over tinme you see that we
have got — see how the nunbers are kind of falling off at
the bottomthere, but 1995 to 1999, you know, 40 percent of
the US Venture Capital is in California, but during that
sanme time, only 7.7 percent of the new manufacturing

facilities. Again, big VCin 2000-2004, dropping, and then
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agai n al nost 50 percent the VC, we are still dropping. So,
it is not really translating into the Manufacturing, which
is what | really care about and what the topic is today.
Let’s nove on to the next slide.

You had a neeting yesterday about workforce
devel opnment. Manufacturers are highly concerned about this
i ssue. The way we look at it, or what we are focusing on at
Manuf act uri ng Association is the role that career and
techni cal education is playing in our schools, and sadly,
increasingly playing less and less a role. 1In 1987, 73
percent of California high school students participated in
Career Tech cl asses, now that nunber is down to 29.1
percent. The workforce of the future needs to be savvy,
technically skilled, working in teanms, flexible, math savvy.
W are mssing a lot of the skills that we need if we all ow
career and technical education to continue to decline. W
are working a lot at the Legislature to try to turn around
policies that we think are |leading to this decline, but I
cannot get into too much detail on that, but if you would
like to know nore, | would be happy to share it with you
Finally, the l|ast slide.

We have a few recommendati ons on pronoting
Manuf acturing. 1) Sales tax exenptions for manufacturing
equi pnent, it is a tax policy right nowthat California

i nposes sal es tax on purchases that manufacturers make for
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new equi pnment. It is an input cost that we do not think
shoul d be taxed, in fact, nearly every other state in the
country provides an exenption or credit, but California does
not; 2) Reduce electricity costs. W have got to deal with
this issue, it is way way too high for California industry;
3) the skilled workforce investnments we need to make; and 4)
the last is kind of a plea or an urge, | have just got to
put it on every slide, anything that we do that makes
California nore expensive or nore difficult in |abor |aws,
environmental |aws, or whatever, we have to account for that
on howit is going to inpact manufacturing, and if we want
to do it, we have got to find sone other way to offset the
cost. It is not a problemif we want to take an aggressive
approach to sonething — the environnent, health and safety,
what ever — but we have got to understand the cost and we
have got to find another way to offset it. If you do not,
it is sinply going to add to the prem um of doi ng busi ness,
anot her reason for conpanies to say, “Wwy don’t | just
| ocate out of California, produce ny product, and serve that
California market from outside?” OCkay? Thanks very nuch.

CHAI RVAN DOUGLAS: Wiy don’t we finish the pane
before we go to questions?

M5. KOROSEC. Al right. Okay, | wll go ahead and
i ntroduce our next panelist, Marty Keller, Deputy Director

of Smal| Business Advocate in the Governor's O fice of
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Econom ¢ Devel opnent.

MR. KELLER: Good norning and thanks for the
opportunity to share sone ideas. | could not help but be
struck, Dorothy, as you were sharing the information that
you were, that we probably could spend the rest of the day
just dissecting the information that you shared because
there is such a wealth of inportant data points in there
that we all need as public policymakers and facilitators, to
dive into. And so | apologize in advance to the panel that
| amgoing to add to that conplexity. As a Small Business
Advocate - if | could have the next slide — just to give you
a quick sense of the role of the small business advocat e,
being a generalist, | amnot a specialist in Mnufacturing,
the Smal| Business Advocate's job essentially is to help
smal | busi nesses deal with state governnent. W do that,
first of all, listening to what small businesses want and
hel ping anplify their voice to policynmakers. W have had a
very collegial, cordial relationship with the Energy
Comm ssion on this and worked closely with your staff for
the |l ast couple of years to nake sure that we are sharing
with Larry and his teamall the things that small businesses
want to address to the Energy Conm ssion and, in turn,
gi ving the Energy Comm ssion particularly since the advent
of the stinmulus prograns that you have managed t he

opportunity to get that information out to small business
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networks, as well. Next slide, please.

So, | would just plead in advance that | am a Jack
of all Trades and a specialist in none, so the comments that
| amgoing to make fall into three general categories.

First of all, I want to anplify just a little bit on the
statistics that Dorothy shared, to give us a little nore
granularity because | think it is really inportant. Not al
Manuf acturing is the same, and Californians nake a | ot of
stuff. W nmake a lot of different stuff and we require a
ot of different facilities and skills to nmake the

conpl exity of products, goods and services that we create,
consuned donestically or export to other states and
countries. Secondly, | think it is also inportant that we
take a | ook at the general global trends that manufacturing
finds itself participating in. The world of manufacturing
that California owners and enpl oyees face is incredibly
different, even fromthat boom period, Dorothy, that you

tal ked about in '95 to 1999. And the shift is only
accelerating, so it is really critical to a public policy

| evel that we find ways to keep an eye on this gl obal

cont ext because the conpetitive nature of the gl obal econony
puts pressures and, at the sanme tine, opens up opportunities
for California manufacturers that policymakers nay want to
be taking into account.

| also want to talk a little bit about sone
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col | egi al experience that the Governor’'s O fice of Econom c
Devel opnent recently had with our counterparts in the State
of Mchigan. The State of Mchigan is facing even nore
severe challenges to its manufacturing base because
manuf acturing was — notice the use of the past tense — a
much greater percentage of its econony than has been in
California, even though we are both | eaders as manufacturing
states, and they have had a response to this that | think
the Comm ssion may want to take a | ook at as you deliberate
on howto integrate your efforts with this greater expansion
of funding that you are managi ng.

And, last, | just want to close with sone
observati ons about what we mght all do to encourage support
and | ove our manufacturing sector because the econony that
does not make anything, the econony that does not make stuff
t hat people want to consume, is an econony that is severely
at risk to those that do that. So, if we could go to the
first slide, I would appreciate it.

So, just again, a few nore statistics, 720,000 firns
that are considered by Federal definition “Smal
Busi nesses.” And | amgoing to focus this a little bit on
the smal | business sector of Manufacturing in California, |
amsorry, this is not Manufacturing, this is all firns, all
Smal | Busi nesses conprise 720,000 firnms with enpl oyees, and

2.7 million firms of sole proprietors and i ndependent
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contractors. Enployee firms in Manufacturing total 40,500,
which is 97 percent of all manufacturing firns in California
are Smal | Busi nesses, again, using the Federal standard of
500 or fewer enployees. Those firns enployed 797 peopl e.
These data, by the way, are from 2006. W do not have nore
recent data, the Federal Governnent conpiles these and they
are always three years behind, or nore. And in the
Manuf acturing sector, there were 43,800 sole proprietors,
i ndi vidual s maki ng stuff and selling it on the market. Next
slide, please.

Thi s graph | ooks at statew de enpl oynent in al
i ndustries over the course of the |ast 20 years. During the
| ast 20 years, the state G oss Donestic Product rose roughly
15 percent overall. The thick red |ine you see there in the
center gives you the relative position of Manufacturing to
all other sectors of the California econony by enpl oynment,
SO you can see the dramatic downturn over the past 20 years
in enploynent relative to all other sectors of our econony.
Next slide. The hard data, Dorothy referred to these
earlier, the graph at the very bottom shows the whol e
nunbers in the decline in state enpl oynent, 705,000 jobs
lost in the last 20 years in the manufacturing sector. Next
slide just |ooks at that as the percentage, that is a 36
percent drop. Next slide, please. Also, it would be

important for us to get a handle around the conplexity of
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t he manufacturing sector, so this divides manufacturing
bet ween durabl e and non-durabl e goods. Durable goods are
t hose which you expect to have a |life expectancy of three
years or nore; non-durable goods are those that are not
expected to last nore than three years. And you can see,
again, the dramatic decline is in durable goods production.
The next slide breaks out durabl e goods and, not having been
an expert in this, what | thought was the nost conpelling
and possibly frightening statistic is that the single
| argest drop, in that Iine at the top, the orange, that is
conput er and el ectronic manufacturing. So, California, the
home of Silicon Valley, the birthplace of the Information
Age, has been rapidly losing its prom nence as a
manuf acturer of the very equipnment that is driving the
wor | dwi de transformation froman Industrial Age to an
I nfformati on Age. Next slide, please.

These are the declines in the various sectors in the
dur abl e goods section, and | just offer these for your
anal ysis over the course of your deliberations, to give you
a sense of what the trends are. | have only one nore slide
to present, which was preserved for the end, and so | am
going to be narrative going forward. One of the things, one
of the data points that | |ooked for and | was unable to get
intime for this, but I would |ike to continue to research

that and ultimately supply you with, is what is the val ue of
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t hat manuf acturing out put over the course of the last 20
years. W know that there have been significant increases
in productivity of those manufacturing firns and those
enpl oyees over the course of those 20 years, so the offset
and the decline in manufacturing jobs and manufacturing
firms, | would Iike to be able to discover what is the
of fset, and maybe sonme of the panels follow ng ne have those
data. Dorothy has it. What can you tell us?

M5. ROTHROCK: Well, | amsorry, | do not nean to
i nterrupt.

MR, KELLER  No, please.

M5. ROTHROCK: What if we sustained manufacturing
bet ween 2000 and 2007? So the answer to the question, what
if we kept the sane | evel from 2000 to 2007, we woul d have
had 1.6 mllion nore jobs, $101 billion nore in output, $75
billion nore in wages, and $5 billion nmore in income tax
revenue. This is fromthe MIlken Institute, they have done
a great report that | can provide to folks, and it is also
online, it is Manufacturing 2.0, A Mre Prosperous
California. 1t was done in June of 2009. Thank you.

MR. KELLER: Ckay, thanks, Dorothy. | appreciate
that. So, obviously these issue need to be taken into
consideration as we seek to get a full picture of what is
going on in manufacturing. One of the things that we do not

normally ook at is the big picture, the global picture, and
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| think it is inportant that we begin by never forgetting
that a | ot of our discussion of manufacturing is based on a
backward | ook in the rear view mrror of what has happened
so far, but the changes that are occurring globally are of
such a magnitude that it is really inportant that we take
those into account. | love this quote fromthe author,

Wal ter Russell Mead, who said, “The first Industrial

Revol ution was about noving |arge, heavy things faster and
farther; the new Industrial Revolution is about noving
ideas.” And as Peter Drucker said in his sem nal book Post-
Capitalist Society, 17 years ago, “W are noving to a

know edge- based econony where individuals are carrying
around the source of our own capital, which is our know edge
and ability to provide information to the network.” This

af t ernoon, ny col | eague, Brook Taylor, is going to share
with you sone of the amazing things that are occurring using
di rect application of individual know edge and technol ogy
into the manufacturing sector as a way of indicating just
sonme of the things that we need to juggle as we | ook at how
do we support manufacturing in California. The way that we
under st and manuf acturing requires continuous reanal ysis
because of the shift in all the different inputs that are
happeni ng because of not only the technology that is
avai |l abl e, but because of the inplications of connectivity.

At the first Governor’'s Conference and Smal |l Busi ness and
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Entrepreneurship in Novenber of 2008, Tom Hayes, who used to
run the Silicon Valley Leadership G oup nade comrents from
hi s book, Junp Point, that in the year 2011, that is just
next year, there will be nore people connected to the gl obal
i nternet than who are not connected. And the inplications
of that to our economnmy have yet to be conpletely absorbed by
particularly those of us in public policy, but since we are
nmoving froma focus on noving heavy things father and faster
to a focus on noving ideas, it behooves us to consider what
t hat means for Manufacturing.

There are a nunber of other issues besides the ones
that Dorothy inplied that | think we should look at, as to
what inpacts Manufacturing. You touched on a couple of
t hose, Dorothy, which are inplied in the concern about the
electricity rates. California has for many years, of
course, focused a fairly dramatic anmount of our public
policy energy on the reduction of pollution, and that has
had a significant inpact in the Manufacturing sector,
particul arly because we use a nunber of toxic and near-toxic
mat erials and chemicals in the Manufacturing process. So, a
| ot of ingenuity and innovation has gone on and, again,

t hose data points that we showed on our graphs hide, they do
not tell us all the innovative things that California
entrepreneurs have done to stay in business, to conply with

pol lution reduction policies. It really would be powerful
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to bring some of those folks in here, particularly in many
of those industries that have been so chem cal dependent, to
di scern howit was that they were able to find ways to stay
in business in spite of all of the challenges that we have
in maintaining a high level of quality in our environnent,
which required, first of all, reducing significant anmount of
pol lutants over the course of the last 25 years. There are
sonme true success stories of individual corporations that
have heroically found that new applications of technol ogy
that have allowed themto continue to produce inportant
basi c el enents, including, for exanple, netals in California
to support manufacturing that are really truly outstanding.

So, we know that the dramatic transformation that is
bei ng undergone globally in Manufacturing, that the data
points that we shared, | think, are evidence of that, but
what we do not know yet is what will be the new nornal, what
will be the next plateau upon which the new econony maybe
can rest to just do sone work for a while? And here is the
irony, we are actually all participants in creating that new
normal , and since we do not know where that is, we m ght
want to | ook at some nodels of different fol ks who have
taken this challenge on. So, indulge ne if you would, |
grew up in Mchigan, graduated fromthe University of
M chi gan, have been back there this year for several famly

occasions, and | took the opportunity to neet with
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col | eagues in the M chigan Econom c Devel opnent Corporation
and the Smal| Busi ness Technol ogy Devel opnent Corporations,
to get a sense of a state which has faced significant
econom c peril, and what are they doing to support their
Manuf acturing and econom ¢ bedrock, and to see whether there
is anything there that we could learn. And | was pleasantly
surprised to learn two things, 1) there are sone very
i nnovative things that are going on there, and 2) they are
eager and willing to share it with the State of California,
even t hough sone of their canpai gns have directly conpeted
to bring business to Mchigan. And | renmenber getting off
the airplane at the Detroit Metropolitan Airport and being
confronted wwth a poster at the very end of the jet way that
said, “Coming fromSilicon Valley? Consider noving to
M chigan.” So, they have been very aggressive, but
nonet hel ess, they have been very generous in sharing what
t hey have done. And they see a lot of simlarities between
us and them as | nentioned at the top of ny remarks, with
respect to the position of Manufacturing, but also they have
a significantly high skilled workforce, as we do, they have
a huge agricultural sector, as we do, they have al ways been
an export state, as we are, and they have a very robust
tourismsector, as we do. So they are just a fifth of the
popul ation of California, but there are a | ot of

simlarities structurally. 1In the last six nonths, their
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unenpl oynment rate has been 13.2 percent, ours has been 12.3
percent. Their foreclosure rate is a little bit behind ours
at 10.72 percent, trailing ours at 12.14 percent. But
anot her conparison, | thought, | was | ooking at your data,
Dorot hy, about facilities per mllion, we saw that chart,
Californiais at 3.7; Mchigan is at 59.3. So, it is a
significant disparity there in my hone state vs. ny adopted
state. But what has happened there is that their downturn
has been so severe and so sudden relative to what we face in
California, that they have gal vani zed a different way of
getting this together. The Governor and the Legislature
there actively pronoted creating partnerships |led by the
M chi gan Econom ¢ Devel opnment Corporation. It is a public-
private partnership with significant public and private
investnent, so that they have created a structure that
ensures that the private sector and public sector partnered
together in creating and supporting public policies to help
the transformati on of the M chi gan econony. One of the
things that struck ne, that we at the Governor’s Ofice of
Econom ¢ Devel opnment will be taking on, is they have
actual ly categorized and inventoried all the assets, the
econom ¢ assets. You can go to the M chigan Econom c
Devel opment Corporation and talk to their team and they
know to a very deep | evel where the assets are, not sinply

the capital assets in terns of plant and equi pnment, of which
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but also in ternms of the skilled | abor forces, the conmunity
coll eges, the universities, it is an astounding feat that

t hey undert ook because their philosophy is, “W can’'t
support a transformation if we don’t know what we’ve got.”
“I't is our assets that becone the base from which we | aunch
new i nvest ments and new credit, new ventures,” and so they
have done an astounding job in creating that inventory.

They al so have paid detailed attention to energing
conpanies, particularly in sectors that their analysis
denonstrates, particularly right for |everaging
possibilities. And the way they know that is because, when
t hey graph their assets agai nst geography, they can see
where the activity really is, and they can go into those
sectors and find the individual corporations and interview
them and find out what they can do to support them They
have established sonmething called the “M chigan 50 Conpani es
to Watch,” which not only spotlights the conpanies that are
energi ng, but they now have a big event every year that
peopl e conpete to becone part of, which spotlights and
acknow edges -- this is what the Governor said -- “Conpanies
that conbine a flare for discovery with the intent and
capacity for significant sustainable growh.” And then it
allows themalso to invite the entrepreneurial and

i nnovative insights that these conpanies are bringing to
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their omm work, to join the network of change. M chigan has
i nvested and/ or supported a nunber of nechanisns to support
t he financial needs of new and energi ng conpani es, for
exanple, the state supports four of what they call “pre-seed
funds” which assist high tech start-up firnms with
t echnol ogy, commercialization efforts, they provide matching
funds for the Federal SBIR Grants through its M chi gan
Emer gi ng Technol ogi es Fund, it maintains the M chigan
| nnovati on Equi pnment Depot to provide previously used | ab
equi pnent to the state’s start-up conpanies in wet |ab
i ncubators. The MEDC operates the 21°' Century Job Fund
Commerci al i zati on Conpetition to support investnent in
prom si ng and energi ng conpanies, and it has al so created
and supports a nunber of networks to facilitate the exchange
of information and capital in its various energing economc
sectors.

| talked to my colleagues in M chi gan about ny
speaking with you, and they wanted ne to tell you that they
are willing to consult with you and your staff on any of
t hese issues, and they are eager to learn fromus, believe
it or not, they actually think that the grass is greener on
the other side of the fence. But it was kind of fun to hear
their assessnent of California assets fromtheir point of
Vi ew because we are sitting there going, “Ch, these are

really great things, no, you guys have all these assets.”
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And until we acknow edge them as assets the way they do, we
may not be able to take full advantage of them

Now, in California, we have done a nunber of
i nnovative attenpts to begin this inventory process,
think, particularly in the California Regional Econom es
Project, Clusters of Qpportunity work that are going on at
the Governor’s O fice of Econom c Devel opnent. W just
| aunched a project to designate and support innovation hubs
around the state. And these are all both opportunities to
assess and inventory asses, and to begin to network
together, but I think it is time for us to step that up. W
have a nunber of — there are a nunber of things that we need
to know from each other that only a robust network that we
al |l managed together at the public policy |evel can show us.
Just to give an exanple, | belong, as you do, Chairman
Dougl as t hrough Panama, to the Green Collar Jobs Council,
which is a really great interagency and public private
sector coll aboration. Three or four nonths ago, we heard
from Sue Kateley, who is Executive Director of the
California Solar Energy Industries Association, who
testified that even though it takes about two days to
install a residential systemin California, it takes two
months to permt it, and these are sone of the
contradictions that, on the one hand, we have a policy to

expand our energy efficiency and our use of alternative
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energy sources, on the other hand, we have yet to address
all the regulatory inpedinents that exist not to prevent
t hat from happeni ng, but they exist from previous public
policy decisions and we just have not had a chance to assess
themin this larger context and to take action. And | would
just point out that, as |long as those roadbl ocks are not
reduced, they have inpacts backing up the supply chain into
t he manufacturing, and they are going to depress demand and
depress the ability, or the incentive for people to cone
into California and take on establishing the appropriate
pl ant equi pnment to get into this market that we all would
like to see.

So | would just |like to close if | could with the
| ast slide, a quote from Peter Drucker that has al ways
struck ne, he said, “Post-Capitalist society has to be
decentralized, its organizations nust be able to nake fast
deci si ons based on cl oseness to performance, closeness to
the market, closeness to technol ogy, and cl oseness to the
changes in society, environnental and denographics, all of
whi ch nust be seen and utilized as opportunities for
i nnovation.” Qur challenge here in Governnent is that we
are not decentralized, we do not nmake fast decisions, we are
not necessarily close to perfornmance, to markets, to
t echnol ogi es, and changes in society, environnent and

denogr aphi cs, but the opportunity exists for us to think
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that way. The private sector and all of us as individual
consuners have already adapted to this rapidly changing
net wor ked, integrated world, and the one power that we have
in governnent that the private sector would really dearly
sorely love to have is the ability to get people in a room
and | ock the door, the ability to convene and facilitate.
At the Governor’s O fice of Econom c Devel opnent, that is
our phil osophy, the best way that we can support the
California econony is to listen to those who create weal th
and distribute wealth, and find out what they need, and get
themin a roomw th those that can help them sol ve those
problens. It takes a long tine to build an integrated
net wor k, our colleagues in Mchigan said it took themfive
years to get to where they are today, but they encourage us
to be steady, to continue to outreach, to inventory our
assets, to create a network of those assets, to encourage
all the different folks that are in these different sectors
to tal k together, collaborate, and with prograns |ike the
ones that you are managing, that could actually be a
stinmulus for a lot nore than sinply creating stuff that
peopl e want to buy, it can be the stimulus for, as Professor
Mead says, for us to exchange ideas and know edge on a nuch
qui cker and nore conprehensi ve basis.

So, | realize that is not a talk necessarily about

manuf acturing, per se, but | wanted to set a context for
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this bigger picture in which this conversation is occurring,
and | thank you for the opportunity to share sone ideas.

CHAI RVAN DOUGLAS: Thank you so nmuch, M. Keller.
Now, Suzanne, is Silicon Valley Leadership G oup here or on
t he phone?

M5. KOROSEC. They are on WbEX.

CHAI RVAN DOUGLAS: Ch, great. Al right.

MR. HHNES: Good norning. This is Bob H nes. Can
you hear ne?

MR. RILLERA: Yes, Bob. This is Larry, go ahead.

MR. HINES: Geat, thank you. Listen, | apol ogize
for not being there in person, there was a m x-up. On
behal f of the Silicon Valley Leadership Goup, | want to
thank the California Energy Conm ssion for the opportunity
to offer our thoughts at today’ s workshop. It is a pleasure
to join Dorothy and Marty on this panel, and | apol ogi ze
that I could not be there in person.

The Leadership G oup was founded over 30 years ago
by David Packard of Hewl ett Packard. W represent nore than
300 of Silicon Valley s nost respected conpanies. Qur
menbership includes Silicon Valley s H gh Tech, Biotech,

Cl ean Energy, Venture Capital conpanies. W also represent
maj or financial institutions at sonme of the |argest
universities in the area. Qur nenbers collectively provide

one out of every three private sector jobs in Silicon
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Vall ey. Collectively, our nmenbers have close to 500, 000
enployees in California. | amthe Vice President, General
Counsel, and Energy Director for the Leadership G oup.
have had the opportunity for the past seven years to work
closely with Energy Directors and Facility Qperators for
sonme of the | argest end-users conpanies in Silicon Valley.
| have had the opportunity to interface frequently with the
vendor conmmunity, the energy efficiency conpanies, the
service providers, that are actually devel oping and selling
energy efficiency tools and applications to the conpani es,
they are the manufacturer base that we are all talking
about. So, why am| testifying? You know, | have heard a
great deal of feedback from our nenbers on what is right and
al so what is wong in government efforts, particularly with
the CEC and DCE s efforts, to encourage energy efficiency,
sustainability activities, and manufacturing capacity. Now,
what | have to offer, and really what the Leadership G oup
has to offer is kind of the insights into what triggers the
deci si on-nmaki ng of conpanies in terns of their investnent
and depl oynent of energy efficiency tools, and their
procur enent thoughts.

Now, | would like to turn the question around and
the focus around. It is really not about funding
manuf acturing sites, or about paying or subsidizing

production of energy efficiency equi pnment and conmponents.
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VWhat | like to focus on is a solution we see as inportant,
or at |east supplenent other activities. W see the
solution nore or less in creating a denmand and t he strong
mar ket conditions for our nmenber conmpanies to see it as in
their self interest to procure energy nanagenent systens,
tools, and applications. Now, w th demand, you scale
production, you generate innovation, you drive costs down.
That is what | eads to manufacturing being successful in
California. So, what we would recommend, the focus shoul d
be on how the CEC and working in conjunction with the DOE
can work in a closer partnership with the industry and
utilities to create and feed that demand for energy
ef ficiency services and products. That is where our focus
is. W are not in the business of throw ng policy papers at
agenci es, or governnents, we actually want to get our hands
dirty and actually be part of the solution, and we wll talk
about how we are involved, and thankfully, are taking
advantage of CEC funding to actually drive this interest.

Now, | amtold that the Conm ssioners and staff are
really not interested in speakers bl ow ng snoke, you want to
hear candid remarks on problens and solutions, and | am
hopi ng not to disappoint you. Now, if my phone connection
is suddenly lost, I know | have gone just a little too far
in being frank. One tinme ARRA funding and CEC s fundi ng has

been hel pful in ternms of driving demands and sol utions, but
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it has challenges. Let nme start with DCE funding. One of
our largest conplaints, and particularly with DOE ARRA
backed funding for energing technologies, is that there is
no requirenent to push out the information to the industry.
You see investnents in denonstration projects on energing
technol ogies that we are interested in, on sustainable
significant energy savings, whether it be in facility
operations or data centers, and one of our major focuses for
our conpanies is providing themtools on facility and data
center efficiencies because that is a key cost to their
operations, and we see it fromour discussions as the
reasons why they are expanding their operations in other
states. Qur focus is primarily on Data Center Operations.
Here is the chall enge of DOE ARRA backed funding. They are
going to generate sone trenendous field results on the
efficiencies, the effectiveness of these energing
technol ogi es, but the information essentially is placed on a
shel f. Host sites benefit fromthe inprovenents, the
projects that DOE is funding will provide field data that
really denonstrate comercial viability of the technol ogy of
t he application, and everyone understands that. But the
information, the data, is not necessarily shared with the
i ndustry. We discovered in reaching out to these data
center hosts, for exanple, on DCE funding, that they are not

required to showase their projects to the industry, so what
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we are faced with here is a trenmendous anmount of investnent
in the next two or three years, but there will be no
credible reliable third-party repository for the industry to
turn to, to access these case studies or |earn about how to
apply the technology to their facilities. To the host
sites, they really consider this proprietary information and
they see it as in their interest not to share it at tines,
and al so they do not have the ability or their tine to share
it. So, the vendors are left to push out the field data
and, frankly, it is viewed as market tough, and it is not
credible. That is a huge problemin DOE ARRA funding for
energy efficiency technology, is the |ack of cooperation and
sharing of the information in the field. You cannot create
a new technol ogy, be commercialized, and accept it wthout
that type of data.

The sanme problemapplies to CEC s fundi ng and
investnments. It has been helpful, and | want to give the
CEC credit, particularly in the PIER funding, and sone of
the funding you are providing to Law ence Berkel ey Nati onal
Lab, but it has been spotty. CEC funding in PIER Prograns
really has the same challenges, and there is a dire need for
better information flow And that is kind of a gap the
Leadership Goup is trying to fill. There is a gap al so
bet ween R&D for proof of concept, which is great for

energi ng technologies, but it is in the lab, or very limted
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field testing. Wen you do proof of concept in the |ab, or
limted field testing, where you are getting lost is getting
the information to utilities, and getting themto integrate
t hese new energi ng technol ogies in their incentive prograns
because, if it is a new part of an incentive programt hat
has only been |l ab tested, you are not going to get the buy-
in fromindustry, there are sinply not going to invest
mllions of dollars, even if under the pledge of incentives,
if they have no field data to show it works, and so the R&D
research and proof of concept research that CEC is doing is
excell ent, but you are m ssing the next step on pushing out
the information into denonstration projects in real tinme
data centers. And then you are m ssing the opportunity to
acquire that information to be shared with the utilities and
the industry.

Now, Law ence Berkeley National Lab — and | am
bi ased because | have worked with themfor the last three
years — is doing a very good job with CEC funding. Their
conplaint? It is year to year; they are not sure what they
are going to get next year. Wat we do, Lawrence Berkel ey
Nat i onal Lab, with CEC funding, invests and participates in
denonstration projects for energing technol ogi es and data
center operations were just flat out amazing. The return on
i nvestment, the payback periods, the sustainable energy

efficiency they are generating at facility operations and
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data centers, is tremendous. And what Law ence Berkel ey
Nat i onal Lab has done well is develop a case study and go
out and share the information. Based on our work with
Lawrence, Berkel ey National Lab, we devel oped a Data Center
Energy Efficiency Summt, where we have end users present
case studies on efficiency plays at their Data Center. W
do not let the technol ogy vendors do it because that is
consi dered “market pot.” The Law ence Berkel ey National Lab
has been hel pi ng present case studies and show ng the
success of energing technologies that is at a comercialized
stage, and getting the industry buying it, to actually
invest init. W also tap into — and this is another area
that needs work — is the Uilities incentive program
Uilities offer pretty good incentives for data centers and
facilities to engage in energy efficiency activities. The
problemis that often they work in a silo, they do not share
that information with other industries, mainly for
conpetition reasons, mainly because they do not know how to
do it effectively. Wiat we do is charmthemto have the end
user bring the information to the Summt and share it with
the industry. W develop protocols on howto verify the
data and present it, we take their presentation and we
vi deotape it, and we push all this information out on our
Website. And, to be honest with you, | aman incredibly

popul ar person on the day of the Data Center because they

Cdifornia Reporting, LLC
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

46
are all beginning nme for the information. W are giving
them a business plan to go back to their site engi neer, go
back to their CFQ, to justify capital investnent in this
energy efficiency technology. And why | think this is
i nportant, why the Leadership Goup thinks it is inportant,
this drives demand and drives a market, and |l eads to the
manuf act uring expanding in the state for these technol ogi es
and these applications.

So howdo | tie this together, PIER funding and
grant funding? The solutions we see is nbre consistency in
terms of the grant funding. It is a spotty, at best. W
like to see a two to four-year commtnent in budgets to
constantly invest in denonstration projects in the field.

We believe this could be better funnel ed through what we
call a Center for H gh Tech Excellency, and | would like to
work with CEC staff on putting kind of nmeat to this. What
we like to see at the CEC |l evel in this Center of Excellency
is arepository of the data. |If you want solutions, you
need to provide the industry reliable, unbiased, credible
data that denonstrates the effectiveness of these tools and
applications in providing sustainable energy efficiency or
optim zation results in labs, in clean roons, in data
centers. |If you provide that type of data, you are going to
get conpanies willing to invest the resources. They are not

going to do it on their own. Very few conpanies have the
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capacity to do the due diligence to figure things out, they
sinply will not do that. Even in this conversation, when
had five | arge end users with several nenbers that consult
with me, they tal ked about the exanple of outside air and
evaporated cooling as a solution that is ready to be
depl oyed, but no one understands it. Imrediately, my two
end users stop the conversation, demand we send themthe
case studies that they can | ook at, because they had no idea
this is really a solution. And it actually got us
sidetracked. It goes to show you, even |arge sophisticated
end users need that data. Now, the Center for Excellency
can be a repository of this data. And also, you can help
fund and coordi nate the denonstration projects. |nportant
denonstration projects — and this is where the CEC can work
with the National Lab — you need to devel op the protocols
for third-party verification. What these case studi es need
to have in terns of the data flow and the data information
because you need to do it in a format that is consistent and
for a industry player to understand , and pick up, and use
it in his business plan to deploy, that application at his
industry site. That is inportant. So, we need a Center for
Excel l ency not only to do a repository of the data, but to
hel p devel op the protocols on howto verify the data and
assenble the data. W need a consisting funding stream two

to four years, constantly investing matching funds in
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denonstration projects of these natures. And we need this
center, under the CEC | eadership, to help coordinate these
activities in a partnership with the utilities and the
i ndustry. Right now, the utilities have a really hard tine
gr abbi ng new technol ogi es and creating incentive prograns
around them they need to have the case studies to devel op
the paraneters for devel oping incentive prograns.

MR. RILLERA: Bob, this is Larry. Could you wap up
here a little bit?

MR. HINES: That is basically — we are | ooking for
the CEC for a nore consistent funding streamto devel op a
repository of data and working in partnership with the
industry and utilities on this. |If you create the denand
and the market conditions, you would drive the nmanufacturer.
Thank you.

CHAI RVAN DOUGLAS: Thank you to all of our speakers.
| have a few questions, | know that Comm ssioner Eggert
does, as well. | would like to start, | guess, wth our
first speaker, Ms. Rothrock, and ny first question is a
fairly technical one. You showed us a nunber of slides from
— it looks like Conway Data Site Sel ecti on Magazi ne?

M5. ROTHROCK:  Yeah.

CHAI RVAN DOUGLAS: And ny question is, and this is
|argely going to be for the benefit of CEC staff who are

turning their analytical capabilities to this topic, which
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is not what we have usually pointed themat. Wat kind of -
what is the methodol ogy behind this? |Is this a survey? |Is
t here data avail abl e?

M5. ROTHROCK: Yeah. Conway Data, we purchased this
information fromthem and they have it broken down in even
nore detail, it is a survey, and | can get you all the
background i nformation.

CHAl RVAN DOUGLAS: Ckay, if you could get us the
nmet hodol ogy, the survey, the sanple size, that sort of
thing, that would be very val uabl e.

M5. ROTHROCK: You bet. W would |love to have you
take a look at it.

CHAI RVAN DOUGLAS: (Ckay, that would be great. And |
guess | had another question, but I will just wait on that,
and that is how those results correlate with the results of
other data that is also available, whether it is a census of
manuf acturers and so on. But we can just bookmark the data
i ssues as sonething that we are interested in, and we would
like to take a | ook at.

M5. ROTHROCK: Thank you.

CHAI RVAN DOUGLAS: Anot her question | had for you
is, on your slide of needs, or areas where the state — where
you see needs fromthe state, you nention the sales tax
exenption and, of course, ny understanding is that is in

pl ace for the clean tech manufacturing — not across the
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board, but, yes, for clean tech, that is correct.

CHAl RVAN DOUGLAS: Right.

CHAI RVAN DOUGLAS: And | very nuch noted the slide
on workforce and you may be aware that yesterday’s workshop
was about our investnents in workforce training. W have
become — and this is also the first tine for the Energy
Comm ssion, certainly at this scale, if, | believe, at all.

M5. ROTHROCK: You could be a new education agency.

CHAl RMAN DOUGLAS: Well, | do not think that is our
plan and, in fact, we were very very careful in the
wor kf orce area to work through the Green Jobs Council, EDD
and ETP, because we do not believe the state needs a new
educati on agency.

M5. ROTHROCK: Right.

CHAl RVMAN DOUGLAS: We do think the state benefits
fromus consciously bringing together the energy policy
goals that we have with the workforce expertise that others
have, to try to neet the demand. | have a question, | do
not know if it is nore for you, or for M. Keller, but part
of our workforce funding was for detailed regional surveys
of , per major region, the enploynent opportunities generally
specifically in clean energy and, therefore, tuning the
training that is available to the demand, the enpl oyer
demand. And ny question for you is whether that is the sane

thing or related to the Centers of Opportunity that you had
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referenced.

MR. KELLER: The clusters of opportunity is designed
to coordinate precisely all of the issues that a region
m ght need to take a |look at for future evolution. So,
where is investnent going? Wat busi nesses are opening, and
therefore what skills are required for enploynment? So that
is a coordination nodel that has not been conpleted, it is
actually rolling through the different regions, as |
understand it. The Nor Cal region was conpleted and others
are — so the timng is actually pretty good.

CHAI RVAN DOUGLAS: Onh, that is great. It is good to
hear that it is coordinated, | expected that it was.
Anot her question | have, and | know, Ms. Rothrock, you are
speaki ng for manufacturing, in general, as opposed to clean
energy manufacturing, specifically. So, | took note when
you tal ked about California only regulations and | have
heard you say in the past a nunber of tines that can affect
conpani es by driving up costs. | think, here, our focus on
clean energy or clean tech may be a little different. W
have heard repeatedly in the workforce workshops, in the AB
118 and PI ER | everage wor kshops, and in other foruns, that
in this case policies that, first of all, put California in
the forefront of innovation, and that can be PIER that can
be the National Labs and the University System and so on,

but the innovation strengths, the demand and depl oynent of
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cl ean energy technologies, that is driven in part by our
clean air requirenents and clean water reduction, and
pollution, and so on. And the nmarket that people see com ng
in the areas of renewabl e energy, energy efficiency, and air
quality not only in California, but worldw de, nake this an
attractive area to invest in California. And I am
interested in anyone on the panel’s reactions to that, and
that is one of the questions that we are asking, as well, of
sonme of the conpanies that will be talking |ater. Because,
again, as we began this process, and we asked oursel ves what
will a $5 mllion lowinterest loan do to entice sonebody to
cone here, or not cone here, or expand or not expand, has a
ot to do with the broader context of do they actually want
to come here at all, and are they actually thinking about
expandi ng? And why California? So, | do not know if anyone
on the panel has thoughts about that question.

M5. ROTHROCK: Yeah, just briefly, the manufacturers
are concerned that governnent prograns, wit |arge, not
necessarily picking on anyone or another, have a tendency to
rai se costs, and while there nay be a well intended purpose
of driving a particular demand, or industry devel opnent, the
costs overall are going to depress investnent and enpl oynent
nmore than you are going to gain through your governnent
program So any tinme we are in there picking a direction we

want to go, and saying this is going to create jobs, you
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have got to | ook el sewhere and see what jobs am| going to
| ose at the sane tinme | amgoing after that job. W think,
on bal ance, many of the policies actually will cause nore
| oss than gain.

CHAl RMAN DOUGLAS: Anyone el se have -

MR. HINES: The Leadership G oup takes a — we
respect and support a lot of the CMIA policies, particularly
in tax policies that make us unconpetitive in terns of
expansi on, but we al so see sonme of the policies in putting a
price on carbon, and pushing out the inportance of
sustainability activity because you are actually feeding
into the demand for energy efficiency solutions, and that is
a good thing. But | do want to caution the CEC, our nenbers
have options in ternms of where they expand or | ocate their
facilities, and for the Data Center, for the Cl ean Labs, and
Labs, and Data Centers are critical, for exanple, to the
pharmaceutical biotech in terns of testing and vetting their
studies. And right now, they are | ooking at where to
operate these data centers. They like to keep themclose to
their R& sites, but the problemis the cost of energy.

Data Centers, for instance, are 50 percent, 75 percent of a
| ot of these biotech and high tech software conpanies

overal | operating expenses. So, we will face the chall enge
here in terns of how to optim ze these operations, so these

| egacy operations can continue, and al so convince them on
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expanding their clean |labs here. So, it is inportant for us
to understand, and the CEC can play a role, is providing the
tools to drive that energy efficiency. Now, a $5 nillion
| oan on siting and new energi ng technol ogy conpany here is
going to create job creation, but you have got to have
policies and procedures that will encourage conpanies to
depl oy those technologies and in an effective way. Qur
conpanies are doing it not because they think green is the
best thing, they are doing it because it affects their
bottom | i nes.

CHAI RVAN DOUGLAS: Thank you. That is very hel pful.
And, M. Keller, I thought I would offer you a chance at
that question, as well as asking you nore specifically, you
had nmenti oned exanpl es of conpliance with California Regs,
and you were tal king about the chemcals, | think, and just
finding ways of using |l ess harsh, or less potentially
damagi ng chem cals led to innovation that actually created
better products. So, in addition to giving you a shot at ny
| ast question, | would like to ask you where we m ght be
able to find nore innovation? Are there studies, exanples,
or are there case studies? You know, it is a very
interesting point that you raised.

MR. KELLER | have had the opportunity to spend a
lot of tinme with the Small Metal Manufacturers Association

of California and to neet with their nenbers, and take a
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| ook at one of their operations, these are conpanies
typically that have been sighted in urban centers,
oftentimes in areas of |ow income, places where pollution
had historically been permtted w thout regul ation, and
then, over the course of a nunber of — it is actually a
fairly short period of time — they had to face the choice of
whet her they are going to re-tool or nove, and many
conpani es chose to re-tool. | would recomrend bringi ng sone
of those proprietors or have your staff talk to them |
woul d be happy to set sone of those up for you, because what
| learned fromthose nmen and wonen is that a determ nation
to stay in place led themto find ways to substitute
processes, substitute chem cals, but also to find ways to do
things nore efficiently that may elimnate the need to use
ol der traditional ways of producing goods and netals,
particularly. So, | would suspect that if we were to take
the sectors that have been under the nbst enornobus pressure
because of the processes they use, or the materials they
use, and talk to themat their trade associations and ot hers
that we could learn a |lot on a case-by-case basis. Again,

t hat becones part of the inventory of the assets of our
econony, and ultimately that capacity that they had to use,
not just their mnds, but their capital and their networks,
to transformtheir businesses, is probably just on a snal

scal e an exanple of what California as a whole is going to
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do over the next 10 years.
CHAI RVAN DOUGLAS: Geat, well thank you. | think
that is all the questions | have. Conm ssioner Eggert?
COMM SSONER EGGERT:  Thank you, Chairnman Dougl as.
Those were excellent questions and this has been a really

i nformati ve panel and, again, appreciate your providing your

insights. | have sone related questions and | will start
with Ms. Rothrock. | know CMIA has been a great chanpion
for Manufacturing in the state. |In your areas of

recommendations or initiatives, you did tal k about the
skilled workforce investnents and your chart prior to that
slide shows the decline of career tech enrollnent. | guess
one thing I would just invite is, if CMIA or some of your
menbers, have thoughts about our current investnents in this
area, and whether or not they are directed towards the right
career areas and at the right scale, we would very much
appreciate and invite that input. And then, also, one of
the things that came up in yesterday’ s discussion was the
need for not just sonme of the investnent and sort of the
technical trades, but also in sone of the higher white
col | ar managenent and engi neering fields, and sort of how
that is affecting the business environnent for investnent
and manufacturing in the state.

M5. ROTHROCK: Ckay, | will take a |ook at that.

COW SSI ONER EGGERT: Thank you. | also wanted to
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pi ck up on an anal ogy | guess you had nentioned “planting
seeds,” | think you were referencing in one or two of your
slides, and especially as it relates to venture capital, you
know, the fact that California is getting a significant
fraction of the national total, and I know a fair share of
that is going into the Cean Tech arena. And then,
actually, to M. Keller’s point about nmaking sure that we
have the appropriate | evel of analysis and data to really
sort of be able to dig in, to understand how our econony is
shifting, |ooking at that broader perspective, and | guess |
wonder, or also sort of invite coment, or materials about
how we could sort of look in nore detail into these energing
areas of clean tech manufacturing because sonme of them are
very much in their nascent stage, and they do have in sone
cases fairly low | evels of enploynent, but with a trenmendous
potential for future grow h.

M5. ROCKROTH: Maybe it would be informative to | ook
at what happened with Biotech, which was sort of the wave
after the Internet Revolution for California, and | know
Governor Davis spent a lot of tinme trying to grow that part
of the econony. Wien we talked to the Biotech Association
in around 2000 is when | started with the manufacturers, we
said, “You ve got to get on board our manufacturing program
here to make sure Biotech can grow and manufacture in

California,” and we were told, “No, we’ ve already decided,
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and our nenbers know we are not going to manufacture in
California.” So we will perhaps, for a while, in California
be very good at doing kind of R&D, and first stage, and
let’s get things going, but when it conmes tinme to really get
serious about growing a plant, putting in multiples of
mllions of dollars in a facility, California is not the
first place people look. 1In fact, | hear anecdotally from
my nmenbers that they will not put another dinme in
California. | nmean, | do not want to overstate it, but it
is very negative out there for investnment in manufacturing
in California.

COMWM SSI ONER EGGERT: And so, definitely, we want to
change that picture.

M5. ROTHROCK: Yes, so we are back to the happy,
let’s make a difference, nove forward.

COWMW SSI ONER EGGERT: And —

MR. HI NES: Bob Hines, the Leadership G oup.

COW SSI ONER EGCGERT: Go ahead.

MR. HINES: W have biotech nenbers and Dorothy is
right. They are very cynical about their abilities to
expand their operations to devel op manufacturing sites in
California, but we have seen sone progress on a State |evel
that it is in jeopardy. One of the key factors in
Genentech’s decision to |l ocate a $400 nillion Biotech Build-

out in Oregon, | believe, was because of our corporate tax
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policy. It was actually penalizing themfor operating the
site and expanding their head count in California, because
there are nultiple appropriation factors that we tax on head
count, on property, institutional and corporate taxes.
California in a budget conprom se two years ago adopted
single sales factor approach, that is scheduled to be
i mpl enented — | amnot sure if it is this year, | think it
IS next year — that is in jeopardy. A lot of the large
cl ean energy conpani es such as Sun Power, had told us this
single sales factor approach, we are not penalized for
opening sites in California, it is critical to their
t hi nki ng of where they are going to | ocate manufacturing
sites. So, there are policies that California can control
because, if they open it up in Arizona, we are gone, or 25
other states that have single sales factors, they will not
be penalized for expanding head count. In California, in
the current corporate tax policies, your taxes go up, SO
there are solutions that can help, and I think CMIA and the
Leadership Groups support a lot of the policies that CMIA
has pushed out on, on manufacturing tax credit exenptions,
R&D to credit exenptions, the |ist goes on.

COWM SSI ONER EGCGERT:  Thank you very nuch for that
input. Question to M. Keller. M background includes sone
time in Mchigan working for the auto industry, and | am

marginally famliar with the Mchigan EDC, and | know t hey
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have sone really innovative nodels there, and in fact, |
t hi nk, you know, | ooking outside at our borders to other
states, to get input as to how they have done things and get
their | essons |earned about what has worked and what has
not, I think, is definitely something I would Iike to hear
nore about, including fromtheir m ssion and exanpl e that |
t hi nk you provided a good summary of, and would invite if
there are any wite-ups that talk about sonme of the details
of their progranms, | think that would be good to bring into
the record. And then, | guess you had al so nmentioned this
i dea of making sure that we have a good inventory and the
ability to do sort of proper analysis, and | guess | woul d
invite maybe just slightly nore comrent about whether or not
you think that that is adequately being pursued through the
activities at, for exanple, GED, or whether or not
addi ti onal work needs to be done. And then nmaybe offer Bob
the opportunity to conment relevant to this Center of
Excel | ence that he described, as well.

MR. KELLER: Thanks for the question, that is a
great question. The Governor’s Ofice of Econonc
Devel opnent has now been in place for three nonths, and so
it is a scranble to begin to even just integrate the assets
t hat we have now drawn together, sone really great people,
sonme great history, and so | think there is huge

opportunity. As you know, the Legislature is considering a
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bill to make it permanent, this is sinply existing by
Executive Order at the current point. | think that, just to
gi ve you an exanple from sonething Bob said earlier, that is
an exanpl e of what we do not have right now, which would
really be of value, which is we do not have a coordi nated
pi cture of where financing is, investnment is, from beginning
to second stage to mature, in the State of California. You,
as Conmm ssioners, cannot | ook at a map of investnent across
the state in all of not just the enmerging, but particularly
as a small business advocate, | amfrustrated | cannot tell
you where small businesses are popping up and taking
advant age of either regional opportunities, or even the
opportunities, for exanple, that the Energy Comm ssion is
trying to create and nanage. So, just know ng, just pulling
t oget her those data points and creating the network map,
woul d serve all of us, just to know what is there because
there is an assunption that California has |ived off of for
a very long tinme, which is a good assunption, that the
private sector can take care of this on its own. And that
is true, particularly when we live on these plateaus of the
sanme kinds of econom es and manufacturing distribution,
etc., but now we have cone to a junp point where there is a
di sruption in this presumed normal cycle, and a new one is
being created. And so the ability to see where investnent

is going and, you know, Bob talked in the opening of his
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remar ks about essentially demand side focus. | nean, | do
not even know how you get your arns around that because you
do not know where the supply side investnent is going. So
wor ki ng toget her, your organization, the CPUC, and others
that are energy focused along with us and sone of the
private sector, particularly universities where there is a
| ot of research going on, we can continue to hold together
t hese ki nds of cooperative neetings and dig deeper into the
data and see what we can do to help create that map. |
think, fromny point of view, that is what is really m ssing
for us to answer your question. And | think there are
states, North Carolina is another, where there has been nore
progress at creating that map, and arnmed with that
know edge, public policymakers known how to, a) communicate
with that network, and b) work with it to determ ne what do
we do to accelerate those things that, |ike you said
earlier, if we want to increase the nmanufacturing base, that
is inportant to know.

COW SSI ONER EGGERT:  Anything to add, Bob?

MR. HINES: You know, | just want to concur with
Marty' s remarks on getting the map and understandi ng the
data to where we are at because, if the policynmakers
understand where we are in this sector, it can help them
form deci sions and invest correctly. The key, in our

perspective, and we do not want to supplant or end any
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subsi di es or assistance to manufacturing, but paying for a
manufacturing site, I do not know how to enphasize this, is
not going to mean soneone is going to buy their product.
What we need to do is provide credible data on the
useful ness of these products, and that is where the Center
of Excellency cones in. You are already generating a
tremendous anount of data, with research funded by the CEC
and DOE and others, it is just the coordination of this data
into a repository where we can access it. It is |like the
Amazon where you can figure out whether a product is good.
Qur energy managers and directors literally do not know how
to access it, so if we can generate denmand and drive a
manuf acturing base in California, by the |eadership of the
CEC and in working with the industry and utilities.

COMM SSI ONER EGGERT: | appreciate that comment.
And | know the CEC has sone activities funded through PIER
like, for exanple, the California Lighting Technical Center
t hat does sone of that specifically for lighting
t echnol ogi es, which has been a great nodel. And | think you
are right, there is anple opportunity to expand that to
ot her technol ogi es and sectors. So, | have no further
guesti ons.

CHAl RMAN DOUGLAS: M. Hines, this is Chairnman
Douglas. | just realized that I had witten down a note to

say sonmething to you that | had not gotten around to saying,
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which is that | really appreciate your comments about what
the CEC and DCE could do better with both on the ARRA side
and on the PIER side, to nake sure that information gets out
to industry in a way that they can use it and act on it and
deploy it. And so, | think this is sonething that we should
followup on, I will nake sure that the R& Conmmittee
menbers and Comm ssioners Byron and Boyd get a transcript of
this part of the proceeding, and we will talk to staff and
we wll ook at — please expect a foll ow up because | think
you have raised sonme really interesting ideas and we woul d
like to talk to you nore about -

MR HNES: If you nanme the tinme and date, | wl|
drive up to Sacranmento and stay there as |long as you wl|
put up with ne.

CHAl RVAN DOUGLAS: Well, we will take you up on
that. So we will get back to you and we will do our best to
accompdat e your schedule so that we do not pick a terrible
time and date for you. But, thank you very nuch.

MR HINES: | will make tinme. This is a great
solution. Thank you so nmuch for your willingness to delve
into this.

CHAl RMAN DOUGLAS: Geat, well, thank you. | would
like to thank our first panel. W have gone overtine, but
we did it because you all brought such great infornmation and

insights to the table. W are really pleased that you have
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been able to do this. For the second panel, and I will turn
this to Larry in a mnute, | realized that everybody on the
second panel had hi gh hopes of being out of here before
lunch. Cbviously, it is twenty to 12, anyone who i s not
able to, or does not wish to stay through lunch, which is an
hour, will get to speak before lunch, so if that is all of
you and we are here until 1:00, that is fine with ne. |If
sonme of you do not m nd, or were planning on staying through
the afternoon, we mght take a break and pick you up after
lunch. But that is really up to you. So, again, thanks to
our first panel.

MR RILLERA: | would like to invite the next pane
of business participants to the table. Wat we will dois
go in order and then plow along as quickly and succinctly as
possi ble with your presentations, and then solicit as much

guestions fromthe Conm ssioners until the appropriate tine

and then we will take a little bit of a break here.
CHAl RVAN DOUGLAS: Well, let nme just ask a question.
VWho on the panel needs to, or wants to be back — | eave for

ot her engagenents before we break for lunch? Okay, so we
wi |l make sure that we ask any questions we have of you
before we break, and is anybody on the panel or even in the
audi ence so desperately hungry that breaking for |unch would
be a good thing before you speak? O are you all willing to

stay with us until 12:30 or 1:00? 12:30 or 12:45? Wuld
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t hat be okay? W do have a cafeteria on the second fl oor,
so if there is anyone in the audience who is desperately
hungry, has a quick place to go to tide thenselves over if
need be. Al right, let’s get going.

MR. RILLERA: Lisa?

M5. BICKER: Yes. Thank you. Hello, | amlLisa
Bi cker with C ean Tech San Diego, and | amdelighted to be
here. Thank you for the opportunity. | amgoing to give
you a general overview of what is happening in San Di ego,
and focus on two specific areas. Next slide, please. Thank
you. Clean Tech is a nonprofit trade group. W are a
public private partnership. W represent businesses, |arge
busi nesses and smal | businesses in the cl ean energy sector,
as well as in the general econonmy. W also represent the
education community, the Scripps Institution of Oceanography
is a founding nmenber, as is UC San Di ego, and we represent
smal | governnent. Qur mission really is to help the greater
San Diego region participate in and plan for the transition
to the cl ean energy econony. W very nuch have taken a page
fromthe biotech sector in our region, San Diego is well
known for creating clusters, and nmuch of our assets relate
to the university expertise in our region, and I wll show
you why that matters in the next slide.

W are a new organi zation, we are just over two-

years-old, and we decided very early on it was critically
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inportant to start to track the type of conpanies that are
growi ng and/ or noving, or leaving our region in the clean
tech sector. So, our nost inportant asset is what you are
| ooking at now, and that is our data nmap to show what types
of conpani es, how many, are noving here, and choosing to
grow in San Diego, and why. And | amdelighted to be here
today to tell you that we have a robust sector in the clean
tech sector, and it is growwng. W add to this database at
| east weekly, and sonetinmes daily. And that is not because
a new conpany, as an exanple, is growi ng every day, but we
are |l earning about themnore efficiently and effectively.
One of the really interesting things about San Diego is the
relationship to our Universities and research institutes.
Very much like the biotech sector, there is a very kind of
fluid rel ati onship between the research community and the
commercial sector, one in three biotech conpani es was
| aunched by a U . C. Professor. W have taken that statistic
to heart and we are already seeing simlar trends in the
cl ean tech sector. So, we have reached out in a very
proactive way to nmake sure that our university and research
institutes have a very strong, fluid, strategic partnership
with the private sector in San Diego, and we are starting to
see sone benefit fromthat in the clean tech sector. W
al so are known as a market connectivity type of region. W

have a | ot of market connectivity organi zations |ike m ne.
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My whole focus is to ensure that diverse parties are sitting
in the sane room toward a conmon goal .

One of the interesting things about our 700
conpanies is the huge contingent of solar conpanies. W
have al nost 200 sol ar conpanies in our region. | would say,
general ly, about the 700 or so conpanies we have in San
D ego, about half of themare what | would call innovation
conpani es, and the other half are market facilitators; those
are green architects or installers. And we are tracking
bot h because they are obviously interrelated. But sonme key
trends you will see there are the huge nunber of solar
conpani es, that is not surprising given the physical assets
in San Diego. It is also not surprising because we have a
nunber — we have a | ocal governnent contingency in our 18
muni cipalities that are very focused on solar power, so it
is a friendly business environnent for the solar conmunity
and for the energy efficiency community. | amgoing to talk
t oday about two sectors, one that I will call our nature
sector, which is the solar industry, and 2) a grow ng
interesting sector which is the biofuels sector. Next
slide, please.

In thinking about San Di ego’ s sol ar assets and our
sol ar econony, | want to give you just a couple of quick
factoids in addition to the fact that we have 181 sol ar

conpanies. W were recently identified by Environnment
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California as the nunber one solar city in the state and
that is because of the amount of installed capacity we have,
given the size of our region. W also have tried to be
creative in bringing new and different solar assets to our
region, and this is an ARRA programthat we participated in
rather effectively, and I amtal king about it here because
it has done what sonme of the previous speakers tal ked about,
which is it sent an inportant nmarket signal that San D ego
cares about solar power, and we are interested in diverse
products and di verse sources of revenue. The CREBs, or

Cl ean Renewabl e Energy Bond, just as a background, is an
ARRA programthat is run through the IRS. It allows for,
believe it or not, no or |lowinterest bonding capacity so
that municipal entities can install solar power on their
rooftops. W thought it was an interesting programfor our
region, given that we have 18 snmall municipalities that
woul d not have ot herw se taken advantage of this program
So, we put together a coalition and applied and were very
successful. California as a whole was successful.
California — there was $800 million available in the |ast

i ssuance, California obtained $650 mllion of that $800
mllion. 1In San Diego, we won an allocation of $154
mllion, so one of every five dollars avail abl e nationw de
canme to San Diego for this program So, this is enabling

small cities like the City of Santee or the City of Lenobn
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Grove to install solar when they otherw se may not have had
the opportunity to do so. It also has sent a very inportant
signal to our private sector nenbers |ike Kyocera, |ike
Siliken Renewabl e, that we are interested in diverse
financial nodels around solar projects; it is not just a PPA
environnment. We have the C ean Renewabl e Energy Bond, which
requires the municipality to own and operate its own sol ar
facility, so that is a different financial nodel and a
different financial relationship with the private sector
conpany, than a PPA. And that is to the benefit of the
mar ket .

So, | wanted to expose you to this successful
programin San Diego. The CREBs programis a three-year
opportunity, it is use it or lose it, and we are now about
11 nonths into the program W do have sone nunici pal s who
are actually out on the market and have had their bonds
approved, and will be starting to building projects. W are
tracking this very carefully because | do not want this to
be seen as a black eye, that we obtain the allocation and
then do not use it. You will see howthis feeds in, in ny
next slide.

Sol ar manufacturing — this is a nore specific topic.
Before | get into the details, | would sinply underscore the
pri or speaker of the Silicon Valley Leadership G oup, that

it is really | ess about the specific manufacturing prograns
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and nore about what kind of policy and market environnent
can you create to send the signal to solar conpanies, both
California grown and internationally grown, to do business
here. And as | polled our solar manufacturing conpanies in
the region, here is sone of the feedback they gave ne and
wanted me to relay. And that is that it is really critical,
when you are | ooking to expand or identify your

manuf acturing facility, they are | ooking for a place, then,
where they can |lower their costs and i nprove their product,
and they are trying to find | ocations where they can do
both. The first coment of all of ny manufacturing partners
was, “It is very difficult to |ocate a manufacturing
facility anywhere in California.” | amdelighted that, in
San Di ego, we have two energy conpanies that are

manuf acturers, one of themis Kyocera Solar. They el ected
to expand their current facility. W think that it wll
have a net inpact of around 75 new jobs. The reason they
el ected to expand are, 1) they thought the San D ego Regi on
had a strong commtnent to solar, and they saw t he CREBs
Program in particular, as a very inportant signal that we
were willing to invest in different types of manufacturing
and financial products, 2) they think California, in
general, has an opportunity to nmuch nore effectively open
its solar market through creative prograns |like the Feed in

Tariff, they see the European nmarket as an inportant
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i ndicator there, so wanted to expand their operations in
California for those reasons. They like to be co-located
near their markets, yet another reason they chose San Di ego.
Sili ken Renewabl e Energy is a Spani sh conpany, they too
el ected San Diego and we think we will see an increase in
wor kf orce of about 100. They, too, are very interested in
di verse financial products, which, this is really about the
theme of create demand, make sure that you have demand and
the conpanies will elect to grow and continue to invest in
t hensel ves. The last point that | will make here is that we
are in — the region of San Diego is in active discussions
with two international solar conpanies that are | ooking to
site a manufacturing facility. W think we are the only
region in California that they are talking to. | know for a
fact that they are talking to other states |ike Arizona and
New Mexico. And sone of the feedback we get fromthemis
“Your business environnental, generally, it is very
difficult to do business in California.” They |like the new
manuf acturing tax credit, but we do not know, it is to be
determ ned, whether they like it enough, and whether that
wi |l overcone the general nalaise that they feel in terns of
whet her or not the welcone mat is out for new manufacturing
in California.

Moving on to the next slide, and this is ny | ast

slide, to transition fromsolar manufacturing to a new and
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interesting area, another growth opportunity for San Di ego
and, we believe, for the State of California, is in
bi of uel s. Qur region has over 30 biofuels conpanies, they
are |l arge conpanies |like General Atom cs, and SAIC, and
medi um si zed conpani es |i ke Sapphire Energy and Synthetic
Genomics, which is fast becoming a | arge conpany, and very
smal | conpanies that are still in R&D phase, |ooking for
their first round of private sector funding. And they have
| ocated in San Di ego because of, first and forenost, the
worl d class research there with UC San Diego, the Scripps
Institution of Cceanography, etc., but they are also there
because of the proximty to the Inperial Valley, which, as
you know, has a very hi gh unenploynent rate right now. And
we see the Inperial Valley as an inportant key in pre-
commerci alization and commerci al i zati on because they have
irrigated agricultural land that is not being used. So,
here we have the opportunity to do what San Diego and, in
many ways, what California does best, which is do nmuch of
the di scovery and early innovation in San Di ego, in our
region, and identify a region, Inperial Valley, and start to
build up the pre-comercialization expertise and testing
that is so necessary to actually get to comrercialization
So, that is why we think San Diego is special around
bi ofuels. This is an opportunity where I would Iike to not

see Dorothy Rothrock’s chart in ten years, showi ng a
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declining opportunity around manufacturing. Wat is
happening with biofuels is, Cean Tech San Di ego and ot hers,
we recently won a grant through GoED, a challenge grant, a
$4 mllion grant to start training new biof uel s enpl oyees.
This is a robust area of econom c opportunity for us. In
San Diego, alone, it contributes over $100 mllion of
econom c activity already in its early stage and over 400
jobs. W think that, as we nove into comrercialization, it
is going to be critical that we address the skilled
wor kf orce issues, and it is going to be critical that we
start thinking now about what manufacturing and
commerci alization needs wll this new business have, and how
can we position California, and ny interested San Diego, to
make sure that the second and third manufacturing plants are
built in California, not in New Mexico, which is where the
first biofuels manufacturing plant will be built. So,
suggest that an area, a positive area of focus, may be to
| ook at these new industries, and there are others in
addition to biofuels, and identify where we m ght be able to
start working together now with the private sector to not
only train the skilled workforce, but identify the rules,
the market conditions, and the regul atory environnment, that
we need to nake sure that we are ahead of the curve and not
behind it, in siting these new commercial facilities. Thank

you. | look forward to any questions you may have.

Cdifornia Reporting, LLC
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

75

CHAI RVAN DOUGLAS: Thank you, Ms. Bicker. It sounds
i ke you are doing trenendous work and it was a really
i npressive presentation. And every tine | jotted a note to
ask you a question, your next sentence answered the
question, so | really only have one question left after this
happened three or four tines, and that was — maybe two — one
guestion is, you nmentioned that | guess there were two sol ar
manufacturing facilities located in the San D ego Area, and
you think that the San D ego Program which sounds really
robust and really interesting, was a big incentive for them
Does that programinclude any incentive to actually use
locally or state manufactured PV? O is it just proximty
to the programand all of the connections and the market
access that that brought?

M5. BICKER It is — they are Federal funds, so they
do not contain any kind of buy local provisions. W are
trying to structure the program so that our participants are
active nenbers in the San D ego Region, are aware of and
engaged with the nunicipal partners who will be acquiring
t hose products and services. So, we are proactive about
putting themin the sane room but there are no specific
requi renents to hire | ocal

CHAI RVAN DOUGLAS: Ckay. You know, | think that is
the only question you left me with, it was a great

presentation. Thank you so nuch. Conmmi ssioner Eggert.
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COW SSI ONER EGGERT:  Actual Iy, just a quick
cooment. | amfairly famliar with a ot of the work being
done in the biofuels area in San Di ego and the SD- CAB group,
and | think you had actually nentioned this in your
comments, and that is the proximty to the University there,
being able to use that talent, and the expertise, and the
research com ng out of that has been sort of critical, also
bui | di ng upon the significant investnent in biotech for the
| ast 10-15 years. And so | think, you know, when we were
| ooki ng towards how we build up sonme of these regional
clusters, you know, really thinking about all the various
assets that exist within that region, and I think San D ego
has done a brilliant job in this one particular area, for
sure.

M5. BICKER Well, on the biofuels work, the Edge
Project, where we will be training enployees, is a
col | aborative with SD-CAB, so the University is involved
with biotech and with O ean Tech San Di ego, and the Regi onal
EDC, and the Workforce Partnership. And we think that those
key partners were inportant in terns of giving us a running
start to train an enpl oyee base.

CHAI RVAN DOUGLAS: Al right, well, thank you so
much. Let’s nove on

MR. RILLERA: Gary, how about we nove this

conversation to Sacranento?
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MR. SIMON: Ckay. And | amjeal ous of everything
that Lisa said. But ny nane is Gary Sinon. | am here as
the Chairman of the Clean Start Program of the Sacranento
Area Regional Technology Alliance, or SARTA. | amalso a
Board nmenmber of SARTA.

SARTA's mission is to support and encourage the
grow h of an ever larger tech sector in this area. W have
focused on three, Cean Tech is just one, Med Tech is
anot her, and the standard Conputer and Software Tech is the
third. It has been a growing area in this region, and a
fact about which we are quite proud. By the neasure of
col | aborative econom cs published in the Next 10 Report,
fortunately in this region, we have seen enploynment grow in
the last 10 years by 87 percent, it is the fastest grow ng
in percentage terns in the state over the period they
exam ned, and of course we would like to nmake that ever
bi gger. There are about 13,000 jobs in Clean Tech here in
the Sacranmento Region, and that is defined everywhere from
Stockton, up to Chico and Grass Vall ey, and over into Di xon.
So, it is alarge area, but it is nice to have that nunber
of jobs. W also nmap where conpanies are, it is available
on our Website at Cleanstart.org, and it has been in our
progress reports, which |I have distributed to the
Comm ssi oners before. Right now, we have 115 conpanies in

Cl ean Tech, not including the solar installers and the
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architects and consultants, so it is a fair anmount here. W
have ei ght conpani es out of McCellan Business Park that are
engaged in sonme formof manufacturing that is new, and that
has been very positive for us. W are also the recipient in
this region of one of the RICO grants, the Regiona
| nnovation Clusters of Qpportunity. W are also one of the
| nnovation Hubs like San Diego with a focus on C ean Tech.

Most of you know that | have been around the bl ock
on energy policy and managenent of | arge conpani es and smal
conpanies for the last 40 years, including being the CEO of
a clean tech manufacturing conpany, a position from which
retired at the end of last year. So, | have worked with
early stage conpanies, not only here in this region, but in
New Engl and, so | see sone contrasts there. And ny
contribution today is fromthe perspective of building the
smal |l and early stage, the seed stage, C ean Tech conpani es,
not for the nore mature ones, and it may offer sone
perspectives different than what you have heard.

What you may not know is that | amal so a nenber of
the Board of a small California-based O ean Tech
manuf act uri ng conpany call ed Capstone Turbine. They are
based down in Chatsworth. They have about 175 enpl oyees, so
they do neet the qualification of being small. They nake
smal | turbine engine generators for use in CHP and vari ous

waste gas applications, as well as in hybrid vehicles.
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find it interesting because every Board neeting, we have to
grapple with this question of, do we continue manufacturing
in California? And that, fromthe perspective of a conpany
with only 175 people vs. one that m ght have thousands is a
measure of the magnitude of the inportance of the question
that you are addressing here today. Capstone has been
dealing with that problemfor the |ast 20 years. |Its
current solution is to outsource nore and nore of
subassenblies, still holding final assenbly in this area for
quality control and for consistency, but it is a question we
ask ourselves as Board nenbers every tine. So, one of ny
suggestions: In considering what woul d nake an effective
cl ean energy business financing program here for
manufacturing, | think it is useful to | ook at sone of the
inscriptions on the tonbstones in that fanmous Valley of
Deat h, why did those conpanies end up in the graveyard, and
what does it nean about what you do. So let’s |ook at sone
of the inscriptions. Here is one that died because it did
not have enough noney to redesign its product to neet the
feedback fromits earliest custoners. Another one says,
“Coul dn’t get enough custonmers to get econom es of scale to
get their costs down fast enough.” A third one is, they had
custoners, but they could not get enough funding to pay the
upfront costs of initial |ow volume manufacturing, and they

could not neet their contract deliveries. These are connbn
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probl ens that small conpanies face, and it is the real ones
that are out there for them Hardly ever in this graveyard
is there a tonbstone that reads “Couldn’t get a property tax
break,” or, “Had to pay too nuch for wages,” or, “Paid too
much in inconme taxes.” These are not the problens of the
smal | conpanies trying to start up here. They have a
problemw th the cost of their products, but it is not that
the wages are too high here, it is that they have too nuch
| abor in the product altogether, and they have to get to
nor e aut omat ed manufacturing, for exanple. So, all those
problens | |ist about tax breaks and wages and i ncone taxes,
probl enms, for sure, but they are for conpanies well past the
start-up stage, so that is the difference in perspective.

The question on financing program effectiveness for
you, then, is effective for which kind of businesses? Does
the Comm ssion want to deal with the problens of attracting
and holding on to the nore established busi nesses, which is
a fine idea? O the problens of a small business trying to
get a foothold? Now, | am obviously here to advocate the
second. It is not an easy question, though, to answer,
there are a lot of tradeoffs. But you would design a
programvery differently, depending on which target you w sh
to focus, and it also affects your expectations. The
| arger, nore established conpanies would bring nore jobs,

nore qui ckly, than the small struggling ones, wthout
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question. They would be attracted by those |ow interest
| oans, tax incentives, and low utility rates, that we have
seen |isted on the screen before. But they, in ny
experience, would al so be the ones quickest to nove away
when anot her region offered slightly better incentives. So,
in ternms of growing roots here in the conmunity, that is a
strategy that has some difficulties. |In ny experience, as
conpani es grow and their products nmature, they seek the
| owest cost manufacturing locations, and I do not think
anyt hing that you can do, or the state can do, is going to
change that. It is not sonmething that you can offer easily.
And |l ots of other areas can al nost al ways nake thensel ves
| ook much nore attractive than this state for | ower wages,
| oner taxes, etc. Read the list on Mssouri, Kentucky,
Tennessee, and Alabama. | would add to that Idaho and a
nunber of other places that conpanies nove from California.
So, trying to get the larger Cean Tech
Manuf acturers to nove here and stay here, that is a very
t ough undertaking. The smaller conpanies, on the other
hand, would find the attractions of the talent, lifestyle,
i nnovative spirit, etc., in California nore appealing.
Enhanci ng the appeal of these features in California would
play to the strengths of the state. One could inagine a
strategy of nmaking California the preferred place for

pi oneering, for initial manufacturing, for continuous
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i nnovation. As conpani es grow and becone subject to nore
pressure to lower their costs, | do not think you can change
their view over the horizon for |arge scal e manufacturing
nmovi ng sonepl ace el se, but | would say that is a fine
outcone if the headquarters and the innovation brain power
stayed here. And even though conpanies |ike HP did nove
printing operations to Idaho, they did not nove all the
manuf acturing out of the state, so there is a stickiness
involved if you can get the conpanies to headquarter here.
The idea would be to increase the chances that the state has
enough attractions to be sure that those conpani es put down
roots that would be hard to severe in the future, but it is
| ong term and sonewhat tough issue to take on. But they are
only going to find things attractive and put down roots if
they could find a way past those tonbstone issues, so let ne
come back to them

First of all, dealing with the three that | |isted,
the three tonbstone inscriptions | listed, involves
considerable risk. They nmay not be appropriately addressed
wi th debt progranms to the conpanies, these are nore equity
risks than they are debt. It is hard to cone up often with
a schene that would show how you woul d repay the | oans. So,
here are sone suggestions of things the Conm ssion m ght
want to consider that involve neither direct investnment in

t he conpani es as an equity approach, nor |oans to the
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conpani es, but | understand what noney you have to dea
with. Let’s think about this nore broadly, and sone of this
echoes what a nunber of speakers have already said. First
of all, can sone demand for new products, with the
Comm ssion’s hel p, be aggregated so that sellers of these
new products have less difficulty finding who the purchasers
are going to be? This is a huge problemfor smal
conpani es, just finding out who is out there that wants the
product. Could you do that through a contest in a
particular targeted area with the prize? The Conmm ssion
participated in sone CGolden Carrot approaches on this sone
time ago. Could it be a conpetitive bid process, perhaps
wi th some Comm ssion subsidy of the final costs so that the
user is nore attracted? Could the Comm ssion sponsor a
nunber of project denp expos, bring together potenti al
buyers with the products fromthe new conpanies, and | et
them | earn about each other, shed a spotlight on what is out
there? So, this approach would | everage the demand for
cl ean energy products being created by the state’ s existing
policies on renewabl es, | ow carbon fuels, greenhouse gas
reductions, and others. It would hel p package and channel
that demand to the innovative conpanies, making it easier
for themto get those first orders.

For a start-up conpany, it is really not the vision

of the mllion unit sales that may be out there, and is the

Cdifornia Reporting, LLC
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

great upside; their survival depends on the practical
probl em of selling the first hundred and not |osing their
shirts in the process of doing so. So, sales revenue for

t hese smal|l conpani es solves a | ot of other problens. It
makes them nore attractive to investors, it gives them sone
cash flow that they can get conventional |oans, it nakes
them | ook nore form dable in the marketplace to get over
sone of the reluctance of buyers to buy. If you want to
give loans to sonebody, give it to the purchasers because

t hey usually have the economcs that would allow the loan to
be repaid, but it creates the demand for the products of
those smal |l conpani es seeking to get into production.

The second idea, is there any way you can subsidi ze
the cost of low volune initial production? Loans for
manuf act uri ng equi pnment makes sense in the situation where a
product is well defined and the process for making it well
known, that is not usually what happens with a small start-
up conpany. But in that |arger conpany, yeah, conmerci al
| oans are probably avail abl e because everything is so well -
known and it is not that much risk. The tougher problemis
overcom ng that first cost hurdle of setting up a
manuf acturing process for the first time when you know t hat
it islikely to be rendered obsolete in a few years, as the
process is refined, or the product nodified. That is a very

common pat hway for getting into production, you start with a
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bat ch process, you get it out there with the custoners, you
get feedback, you have to redesign everything, and you know
eventual |y you have got to switch to sone kind of continuous
process to get your costs down. But how do you get that | ow
volune initial production underway?

Third, can the Comm ssion fund a manufacturing
i ncubator, or several of themthroughout the state?
comonly find that, when you go out and deal with the
conpanies, the 115 in our portfolio at SARTA, especially,
but al so other places that | have seen in New Engl and and
el sewhere, the equipnment that they need to get into
production all | ooks |ike the same stuff, and they only need
it for a while, until they take the next stage of
production, but yet we are tal ki ng about buyi ng equi pnent
that, again, becones obsolete. Do not let it becone
obsolete, put it in a situation where it is on a | and-|ease
program and the manufacturing process is worked out in an
i ncubat or sonmewhere. In that way, the risk of equipnent
becom ng obsolete is reduced, it is reused by others, and if
you help with this, the asset goes on your books, you have
some way of repaying |loans for this because it is now your
asset, and you have a revenue streamfromthe | ease paynents
of letting people use it. Sinply putting that in one pl ace
where it all gets permtted is a big help, too.

Manuf act uri ng processes that requires furnaces and ovens
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have em ssions, and you have to go through and prove out
that that is going to neet all the local requirenents.

Wll, it will be nice to have those ovens installed once and
you get 20 years worth of use out of them rather than a
coupl e years and you throw them away and you are back in the
permtting process.

Fourth, maybe we should staff that incubator with
sone experienced production people to give small conpanies
aid in understanding what they have to do. | rarely find a
smal | start-up conpany that has on its team an experienced
manuf act uri ng executive. So, there is a lot of reinventing
the wheels that go on, that you could elimnate if you would
gi ve them sone experienced staff — on loan — or to talk to,
to help the young conpani es work through the problens with
product design for manufacturing. Mybe you could
underwite some of the costs of that. W have an exanpl e of
such a conpany right now, here in Sacranmento, with
Techni con, again, out of M ellan Business Park.
Conmmi ssi oner Weisenm | ler cane out and took the tour of what
Technicon is doing, and | think was very inpressed.

Nunber five, could the incubator provide a starting
pl ace for sone creative engi neers graduating from our
universities each year, and wanting to get an entry |eve
job? There is a huge difference about nmy being in

Connecti cut and Massachusetts and | ooking for people that
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have tal ents in Manufacturing Engi neering, nmeani ng bending
nmetal, doing big stuff, not just witing code, and bei ng out
here. They are nuch nore avail abl e back on the East Coast.
It is hard to find a programhere in California in a
University for Manufacturing Engi neers because | think it is
vi ewed by many as sort of pedestrian work, but it is the
work that a | ot of these small conpanies need, so we need to
start creating demand for that and a place for themto go.

Well, | amsure that others could think of many nore
i deas al ong these sane lines, but the overall strategy would
be making this state the place to be if you are a pioneering
conpany trying to get a foothold, trying to get a start,
trying to get through that Valley of Death, the state and
the place where there is a hel ping hand in finding custoners
to make those initial sales, the place where manufacturing
iIs easy to start because you can borrow sonme equi pnment, the
pl ace where exceptional talent is easy to find, the place
where pioneers want to be. You can already see sone of this
happening with the electric car industry. You have Tesl a,
Fi skars, Coda, BYD, and they are all beginning to cluster
out here because they are finding the right things. Well,
| ook back in history, how did the aerospace industry get
here? How did Silicon Valley get here? They did not nove
Boeing from Seattle down to Los Angeles, it was because it

started at the small scale and grew up, and it becane an
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ecosystemand it obviously fed on itself. But it took quite
a while.

So, in closing, in contrast to sonme of the other
approaches you m ght be considering, ny advice would be
that, if the state wants to think big, in being the center
of a clean energy manufacturing econony, start by thinking
smal | by thinking about what the snmall conpanies need to
beconme big. That takes longer, but | would submt it is
going to make a nore durable change, and a nore |asting
change in the econony. It is going to take a long term
comm tnent, not just a one-tine injection of funding, and so
it would require you to think about this beyond the ARRA
Stinmulus funding, and a part of your budget going forward,
but I think this is the best way to reverse a | ot of that
manuf acturing decline that we have seen, and | think you
wll find a nunber of conpanies here grow up, want to stay,
and create a new manufacturing base that we have not seen
for along time. But you are not going to prevent when you
get to large-scale manufacturing -- the conmmodity cost is
king -— that nmovenent out. You should enbrace that, realize
that, and use that as a part of your overall plans the way
this thing works. So, thank you very nuch for the
opportunity and the invitation to be here and nmake these
remarks. And if you want to cone see the 115 conpani es, do

not forget about the Showcase, October 26'" out at Sac State
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where they will all be on display. Thank you.

CHAI RVAN DOUG.AS: M. Sinon, thank you so nuch for
those comments. It was extrenely hel pful. You have brought
up a lot of really interesting ideas to us. As you probably
wel | know, in addition to the Stinmulus funding, we certainly
do have prograns through PIER and through the 118 program
we are | ooking across the board at how we can do what we
have started to do here with manufacturing, and | earn and do
it better, and as M. R llera well knows, as he was drafted
to take a | ead on these prograns, we are narching up the
steep learning curve and |listening to you makes ne refl ect
on how much further we have to go here, so thanks for being
here. | have jotted down a |ot of notes, | did not jot down
a lot of questions for this nmonent, but I amsure that we
will want to followup and really think about sone of the
i deas you have given us. Conmm ssioner Eggert, do you have
guestions?

COW SSI ONER EGCGERT: Let’s see, maybe a comment and
a question. You tal ked about | oans to purchasers and,
actually, you know, we do have sonme of our activities, |oans
to | ocal governnents for purchase of renewable and cl ean
t echnol ogi es, al though we do not specifically limt it to
Cal i fornia manufactured equi prent, although sonetines it
does result in purchases. | amalso interested in sone of

your ideas about aggregating demand and | woul d be curi ous
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about the previous exanpl es where you have seen that working
and how sonething like that m ght be nodel ed. And then,
with respect to incubation facilities, including for
manuf acturing, | guess | would be interested in |earning
nmor e about what has been done in that area, as well, and you
had nmentioned this conpany at McCellan, which I think
will also have to go out and take a tour of, as well.
Comm ssi oner Weisenm | ler did report back favorably on that
trip.

MR SIMON:. Well, SARTA is |local and we woul d be
happy to be over here at your convenience to tal k nore about
sone of these ideas, and also to |l et you know sone of the
things and the initiatives we already have underway. 1In
terms of limting the demand aggregation, or the loans to
purchasers to California produced or |ocal produced
products, again, like Lisa said, our viewis put the right
information in, |et people nake their own decision. If it
does not go with a |ocal conpany, that is fine. But we have
seen nore opportunities and nore instances where, if you can
explain to sonebody what a | ocal conpany is doing, the
advant ages of proximty for adopting a new technol ogy take
their own course, and you do not have to put those
[imtations on them

MR. RILLERA: Geat, thank you, Gary. | have had

the pleasure of touring the McClellan facility and sone of
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your mnenber conpanies in respect to interest in the O ean
Ener gy Busi ness financing Program as well.

Qur next speaker is Brian Sager wi th Nanosol ar.

M5. KOROSEC. Larry, | amsorry to interrupt you,
but before, we do have one question on the WbEx for M.

Si non.

MR RILLERA: Pl ease.

M5. KOROSEC. “How well do we pronobte our nationa
message to conme here and state what we are doing to sel
California.”

MR SIMON: Is that directed to nme, you think?
Wel |, Lisa should probably answer it, too. | think
everybody sees California as sort of the center of clean and
green innovation, | do not think we have been out getting
our nessages as well as states like Mchigan and Ghio and
Kent ucky about being a good place to build a conpany, but
that is changing because I think we are now, as a state, and
as a group of regions, putting nore attention on this.

SARTA was one of the founding nenbers of a thing called the
Green Capital Alliance, which is oriented towards getting
that message out for this region. And | know Lisa probably
— Clean Tech San Diego is doing a simlar thing, and LA, |
know, is doing things. The Bay Area is doing things. So we
may be a bit not as well known in Sacranmento as ot her

pl aces, but great, we are the best kept clean tech secret in
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the country and maybe we can nake sonet hing out of that,
t 0o.

MR. RILLERA: Geat, thank you, Gary. Brian.

MR. SAGER. Great, thank you. Before | get started,
| should comrent, a personal note of thanks to the Energy
Comm ssion. The first grant we ever received at Nanosol ar
was a PIER Gant fromthe Energy Conm ssion, about eight
years ago, so that has been the start for our external
fundraising efforts, so it all began in this building. So,

t hank you.

| amhere to talk a little bit about what has
happened at Nanosol ar in the past eight years and how we can
take the leap to very |large-scale nmanufacturing, with your
support. So, next slide, please. So, since that first PIER
G ant, we have raised about a half a billion dollars, and
that is $400 million in private equity through four rounds
of financing, and about $97 nmillion in Federal support,
whi ch has cone fromthe Departnents of Energy, Defense,
DARPA within the DOD, the Departnent of Treasury, National
Sci ence Foundation, and so forth, so it has been a pretty
wi de array of federal agencies which have been backing up
what the CEC started. And we have been buil ding a product
whi ch | happen to have in ny hand, which is a solar cell.
This represents what we believe to be the world s nost

i nexpensive solar cell. W can sell this profitably at a
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dol l ar per watt, with a fully | oaded system cost of roughly
$2.50 per watt, which in nost areas of the country woul d
equate to retail pricing for grid parity, which is in the
$.10 to $.12 per kilowatt range, and peak pricing. So, what
we have done in San Jose is build out what we now believe to
be one of the world s largest roll to roll electronic
productive facilities, so we build out rolls of cells that
are thousands of feet |ong and several feet wde on printing
presses, we have a nano structured ink, the nano of
Nanosol ar, our nano particles in our ink, and then we have
sone very high through-put roll to roll enabl ed production
processes that has been the fruit of about 400 people’s
wor k. Over the past eight years, we have generated roughly
400 patents at this point and we have, on the next slide,
you can see a facility in San Jose, the upper panel there,
it is about a 200, 000-square-foot facility, that is the
gl obal hub for our cell printing, so the sole output of that
factory are these cells. These cells are then hatched
together in another factory, which we call Modul e Assenbly
Plant, 84 at a time, they are robotically wel ded together
and pl aced between two panes of glass and then capsul e and
pl aced around those cells, and that becones the sol ar panel.
The sol ar panel facility, our first one, is in Germany
because nost of the solar market is in Europe right now W

hope to site our second Modul e Assenbly Factory in
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California, preferably in San Jose, preferably, literally
next door to where our cell production facility is, and
t hen, over the next several years, build out several nore
Modul e Assenbly Factories on different comments as the sol ar
mar kets evolve. So, the long term business nodel is to have
one gl obal hub for cell printing in San Jose, and nultiple
Modul e Assenbly Factories around the world, and San Jose is
where all of our S, Gand Ais, that is where all of our R&D
is, all of our pilot work, and the cell production
facilities, as well. Next slide, please.

So, this is an exanple of what the cell printing
| ooks like. This is literally aroll of netal foil. W
printed ink on a printing press, not unlike what you m ght
see in a newspaper room except we are printing an
el ectronic circuit. This is using very inexpensive alum num
foil, so very very |ow cost substrate at a very very high
speed. To give you a calibration point for what we are
capabl e of, this coating nmachine that is pictured here has a
production capacity close to a gigawatt annually. Now, our
whol e factory is not bal anced, and so we cannot put out a
gigawatt with just this machine, but to give you a sense of
pricing, this is less than $2 m|Ilion of capital expense for
this coating tool, and a gigawatt would be a nmedi um si zed
nucl ear power plant, which, as you know, would cost tens of

billions of dollars. So, this is a very different scal e of
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energy production technol ogy, and we are really happy we are
able to do this in California, and to build out the
production facilities here, in a fairly organic way. Next
slide, please.

The cell | have here represents one way we can have
our formfactor. W have the advantage of being able, at
the end of our production, to literally cut that roll apart
with a knife. And the larger the cell, the greater the
current, and the smaller the cell, the less the current, and
the nore the nunber of interconnected cells, the greater the
voltage. Power is current X voltage, so, for any power
poi nt, you can have fewer cells that are larger, or nore
cells that are smaller to have a set point, and the
i nportance of that is, we can create different products with
the sane fab plant, we do not need to spend a billion
dollars on a fab plant, we can just cut it ourselves at the
end of this production process into a different size and
shape, and put out a different product in a very capital
efficient matter. So, that hopefully gives you a sense of
perspective about the flexibility of the formfactor as it
relates to the production facility. Next slide, please.

This is an exanple of our first generation product,
it is a twd-square-neter blast plane with 84 cells built in,
and this is specifically designed for utility-scale power

plants, so we are really not focused on the residential
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market at all, and to a limted extent, commercial rooftops.
Mostly where Nanosol ar is focused, our custoners are power
pl ant devel opers that are trying to build power plants in
the U S. between, say, 5-50 negawatts. Municipal power
pl ant size at a 12 kilovolt transm ssion |level, near a
substation outside of municipalities. So, fromthe
utility’'s point of view, this would provide for node
congestion relief, and fromthe end-user’s perspective, we
think we can provide nearly grid parity, if not grid parity
pricing today w thout governnment subsidies. So, we think
this is awn win for everyone involved. And we have got
billions of dollars in contracts today, so we can sel
everything we can nake with a caveat, which is what | wll
get to when we tal k about policy at the end of this. So,
have that as an asterisk for right now Next slide, please.

This is an exanple of two different types of form
factors; the left-hand side is a free field installation,
the right-hand side is a rooftop. And you can see in both
situations, we actually nount clips onto our glass panels,
and we have devel oped with a I ocal partner in Marin called
SunLi nk, a commercial rooftop nmounting system through a
Departnent of Energy grant fromwhat was called the Sol ar
Anerica Initiative several years ago. W are in our third
and final year of that program that is about a $42 mllion

grant. And that has been to create grid parity comerci al
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rooftops. We have al so successfully working on these free
field installations on the nmegawatt plus scale. Next slide,
pl ease.

So, this is a study that cones from Navi gant
Consul ting that was done for the Departnent of Energy in
2008, and nost folks in the Solar industry think it is a
| oner bound estimate, so it is fairly conservative nunbers,
for every nmegawatt of panel production, downstream of the
factory, downstream of all the supply chain inputs, there is
roughly 10 jobs that are created in everything from project
siting, project financing, project managenent, to the actual
depl oynent of the installation, the panels, the inverters,
all the electronic interconnections, the nechanical
i nterconnections to operations, and mai ntenance, over 25
years, ultimately to decomm ssion and sal vage at the end of
life of the power plant. And if this plant is deployed in a
| ocal place, it requires |local presence, so these jobs
cannot be outsourced. So, there is sone really trenendous
advant age to downstream job creation beyond the factory, and
Nanosol ar supplies al nost 400 people, but beyond our
enpl oyees, you know, we believe as we scal e and as our
si ster conpani es scale around California, that you wll see
a fairly substantial growmh in downstream jobs, which wll
be skilled jobs. The next slide shows, again, fromthat

study, some of the types of jobs that are available, highly
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pai d manuf acturing jobs, which really port from depl oynent
site to deploynent site. So, we are creating a long term
sust ai nabl e advantage for the state and for the enpl oyees
who are engaged in those trades or professions.

So, how can we grow faster than we are? So, the
first point | would like to make is it is not the capital
i nvol ved in doing R&D experinents, it is not the capital
involved in building pilot |ines, we have done that through
private equity raises, we have gotten substantial support
fromthe Federal Governnent. \Were the challenge lies for a
sol ar conpany is in what we call bankability. And let ne
descri be what that neans. Solar is a fairly unique position
in that our products have warranties that are 25 years in
I ength, nost of the tinme, which is to the best of ny
know edge | onger than virtually any product in the world.
And when you are in that situation, and you have new
product, if you have a new product, by definition, you have
no operating history because your product is new. So, nopbst
of our custoners are power plant devel opers and they want to
| everage that into their project financing, usually 90
percent debt, if they can. So, they are always going out to
debt financiers to get debt to bring into the project.
Well, when they do that, the debt financiers then go to a
third-party engi neer and say, “What’s the risk associ ated

wi th each aspect of ny power plant design?” And eventually
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they will conme to the solar panels thenselves, and they wll
come back to Nanosol ar and say, “Well, what is the risk
associated wth your panels?” And what we can say, we have
passed our UL certification, we have passed our TIV
certification, we have done all the industry standard | EC
61646 testing, to do accel erated aging, and so forth, where
that is predictive perhaps to seven years, perhaps to 10
years, but certainly not to 25. Nobody in the industry
t hi nks that passing those certifications is a necessary
proof point that you are going to have a 25-year viability.
So, we have to say to them “W don’t know.” Well, then,
the third-party engi neer says, “Well, if you do not know, |
can’t assign the risk.” So they go back to the debt
financier and the debt financier says, “Wll, if there is no
assigned risk, | can't provide debt.” So then the debt
financier goes to the Project Devel oper and says, “Wll, we
can’t build a power plant.” So that is what every single
sol ar panel manufacturer faces wth a new product. So, in
t he absence of any kind of governnment support, there are two
pat hs we can take, both of which nbst conpanies do. The
first is that we can do pure equity-based projects where
there is no debt, so there is no need to prove to a debt
financing entity anything about bankability. Nanosolar can
do that right now because we have very large partners that

do have 100 percent equity projects, but that does not
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scale, certainly not into the gigawatt range, and so,
ultimately you have to have sone kind of operating history.
So the second path is to wait, so we could wait two, three,
four or five years until we have that operating history, but
the entire tinme we are waiting, all the other solar panel
manuf acturers, say, fromtrying out other parts of the
world, are filling the demand that you will be creating with
your policies. So, while demand does drive manufacturing,
it does not necessarily drive manufacturing in California.
| f you set up a policy with intense demand, you may fill

that entirely with Chinese sol ar power manufacturing and

that may not be, |I think, the intent here. So, the next
slide shows what we would call -- actually, please skip one
nore, one nore, there we go -- supply and denmand i s what we

want to tal k about today, bal ancing supply and demand. So,
we woul d suggest not focusing purely on denmand and not
focusing purely on supply, but having a bal anced perspective
between the two. It involves — inportant — to generate a
mar ket for renewabl e energy products, it is also inportant
to support manufacturers in California who are trying to
fill that demand, locally. So, the first concept | would
like to |l eave you with is a product warranty concept, and in
the world of product warranties, there is sonething that is
really a three-phased risk profile for nost products, there

is an initial phase where there is a potentially steep

Cdifornia Reporting, LLC
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

101
failure rate for any new product, with an unknown peri od.
And unfortunately, it cones with the poor phraseol ogy of

“infant nortality,” but you understand where we are com ng
from a new product that is untested could fail unexpectedly
inthe early years. Then, there is a phase of steady stage
failure which is generally very |low, and that generally
|asts for a long period of tine. And then, there is an
increasing failure rate in the third phase, which is
generally a wear-out period for any product, and the nunber
of years in each of those phases varies based on the product
and the environnment in which it is applied. In the solar

i ndustry, we woul d suggest the first phase would be | ess
than five years to see if a product is going to be working
out in the long run, and nost failures will happen, | think,
in the first year or two, but certainly within the first
five years. And then, fromyears 5 to year 25, we expect to
see a relatively steady state behavior, and then a wear-out
peri od beyond the warranty, typically. So, what woul d be
extrenely hel pful for many sol ar panel manufacturers is to
have state support, and we are al so approaching the federal
government about this, so it could be cost sharing with
federal initiatives, too, to enable a backstop for a
warranty reserve that could be pool ed anong sol ar panel
manuf acturers to take on the risk of a new product during

its high risk period, which may be the first five years of

Cdifornia Reporting, LLC
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

102
its life. And after that first five years, the insurance
policy, so to speak, is handed off to a private insurer,
once the risk profile has been de-risked sufficiently, that
the private insurer can |ook at that and say, “Yes, this
falls within our underwiting policy.”

Let ne give you a sense of what this would | ook
like, financially. |If you are selling a gigawatt of
product, say all solar panel manufacturers in California
together mght sell a gigawatt at a certain point in tine,
and if we are all selling it grid parity pricing, that
inplies about a dollar a watt, so that is about a billion
dollars of revenue. Now, if you look at a publicly traded
sol ar conpany, their auditing firmwould say, “You can
recogni ze revenue when you have got a warranty reserve of,
say, 1-1.5 percent of revenue on the books.” So, let’s just
triple that for a new product, just to be conservative,
let’s say that is five percent, well, that is $50 mllion of
that billion dollars of revenue. Well, that $50 million
does not need to be reserved by, say, a federal backstop or
a state backstop, or sone cost share conbination, it is
generally a 1:10 ratio there, so it is really $5 mllion
that you would need to reserve to generate a billion dollars
in sales that otherwi se would take three to four years.

Now, | showed that slide about the job creation that cones

fromthis. A Dbillion dollars in sales is 10,000 j obs;
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10, 000 jobs at, say, $40,000 to $50,000 a year average wages
creates a fairly large state inconme tax return.
understand this is not how this kind of policy would be
scored, but froma business case, it nakes a | ot of sense.
You have a payback period of nonths in this kind of a
policy. So, $5 million which could be cost shared
federally, state, and with the conpanies that are pulled
together, so it mght be $1 or $2 nmllion each, could
generate every billion dollars of sales and generate 10, 000
jobs every year, for every $1-5 million that is put into
this kind of a program it could be a revolving program as
well. So, | wanted to put that out there as a concept, that
especially for solar, it is less critical for w nd, but w nd
al so soneti mes has 10-year warranties, and not every part of
that warranty, especially a turbine, is necessarily well
understood with a new product, as well, so this goes beyond
solar. Cenerally, any long termwarranty time period for a
renewabl e energy product would suffer the same issue of
bankability. So, hel ping us overcone bankability in the
short termw ||l push us into these early revenues that Gary
menti oned, for all these conpanies, the early sales
revenues, selling those first 100 units, first 1,000 units,
first 10,000 units, all require this. And any new conpany,
irrespective of how nuch noney they have raised,

irrespective of their IP estate, irrespective of the nunber
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of enpl oyees, any custoner is going to | ook and say, “Wat
is your viability? You are a new conpany, how do | know
your warranty is good for 25 years? How do | know your
product is good for 25 years?” So, any help we could get to
get past that initial period, not as a permanent policy, not
as sonething we would rely on for our lifetime, but just as
a transition point to help us bootstrap up to very high
vol une manufacturing, that is extrenely hel pful

The second point is, the federal |oan guarantees
that the DOE is pursuing, a simlar type of structure at the
state |l evel would be hel pful. And, Conmm ssioner Dougl as,
you asked about the $5 million, is it hel pful for conpanies?
Absolutely. Every dollars is helpful. The first $75,000 in
Pl ER funding we recei ved was hel pful. You know, everything
hel ps us nove towards the goal. And, you know, everything
together adds up to a lot. So, we take nothing for granted
and we are appreciative of everything, everyone in the
i ndustry is. So, we thank you for the work you are doing
her e.

SB 71 was another critical piece here. A lot of
folks think that, with SB 71, though, that suddenly
California has an advantage over other states, but in
reality, there are only three other states that taxed the
factory tools on factories that could cost hundreds of

mllions of dollars before they had a cent of revenue. So
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SB 71, what it does is it levels the playing field with
other states, it does not put California ahead of any ot her
states, it catches California up to where the other states
have been for many years, so it renoves a disincentive from
| eaving the State of California, which is good, and we
appreciate it, but the job is not done there to create a
conpetitive advantage to stay in California. So, fromthe
sol ar energy and, | think, for wind, as well, this concept
of a product warranty, backstop that woul d be supported
t hrough sone ki nd of conbination of funding would be very
hel pful, | oan guarantees to help build out manufacturing is
very hel pful, and those are all supply-side that generate
support for the manufacturing environnment here.

On the demand side, | think we are al ready wel
suited for the performance-based incentive prograns that
have been set up, the renewable electricity standards, the
portfolio mxes that many utilities are required to have,
all of those are generating demand, but the supply side, we
need to bal ance against. Now, if we can go back three
slides, | know |l amgoing slightly out of order, yes, this
an inportant slide. This shows you the greenhouse gas
em ssions of a lifecycle analysis that was done for our
panel s vs. other types of technologies. This is a cradle to
grave analysis, everything fromraw materials extraction on

the ground to assenbly of the nmaterials into cells, all the
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shi ppi ng costs associated with that, cells being placed to
t he panel s, panels being sent to depl oynent, the cost -
energetic costs, and so forth of deploynent, operations and
mai nt enance, and de-conm ssioning. And you can see here
t hat Nanosol ar’s panels are about 15 grams of CO, equi val ence
per kilowatt hour today, which is |less than two percent of
coal today, and |ess than many other silicon-based sol ar
panel s, which are closer to 40. So we think there is a
pretty substantial inprovenent in the carbon footprint. W
have an ultra | ow carbon footprint. And as we increase our
efficiency throughout the solar industry, it will actually
surpass wi nd and, of course, be nore ubiquitous
geographically than wind is. So, supporting the solar
industry is very inportant fromthe greenhouse gas
perspective. | know this may seem obvious, but this is the
guantification of that, that was done by Brookhaven Nati onal
Labs and Col unbia University, so sone third-party vetting of
t hese nunbers, which is hopefully hel pful.

The next slide shows, you know, we have a chance
right nowif we have the right kind of policy initiatives to
undo a m stake that happened in the 1970s, the nodern birth
of the solar industry. The United States had trenendous
t echnol ogi cal devel opnent that slipped through our fingers
and went to Germany and Japan, where it remains today, and

everyone in the solar industry nowis that Germany and Japan
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are the two major players in terns of not only
manufacturing, but a |lot of end use depl oynent of these
products, and today is a second-generation of solar
t echnol ogy, not only from Nanosol ar, but M asol & Calisolar,
Cylindra, Solar Power, there are hundreds of conpanies in
California that are trying to innovate in this space in the
Bay Area and el sewhere, and we have an opportunity to grow
t hose conpani es here and have them stay here, so anything we
can do to do that, | would not assune that there is going to
be a natural proclivity to stay, there is a trenendous
anmount of conpetition. Wen we were siting our factory in
San Jose, we were offered 50 percent Cap X subsidies in
certain European Union zones that were economcally
di sadvant aged, they would pay for half our factory, and we
partially did that, that is why we are in Germany, they paid
for half our nodul e assenbly factory. W were offered 10-
year tax holidays in Singapore. W were offered tens of
mllions of dollars in R& grants in other countries, and
other states would offer no corporate inconme tax for many
years, and all kinds of waivers on property taxes, and so
forth, so there is a lot of activity going on. As Gary
poi nted out, though, | do believe there is a stickiness when
a conpany starts locally. You know, I amone of the two
founders of Nanosol ar, and we based ourselves in the Bay

Area in part to |leverage the educational infrastructure
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there from Stanford and Berkel ey, and so forth, and a | ot of
our enpl oyees cone there and they have deep roots there, and
we want to stay in California, and we have a fairly
aut omat ed production process which allows us to have
sufficiently | ow | abor costs that we potentially can. So,
to Lisa s point before about conpanies in San Di ego novi ng
to where their custoners are, we believe the sun belt in the
US is where the growth is going to be in Solar, in
California, certainly, a major conponent of that. So, we
woul d | ove to see the demand policy support that growh and
we would love to site next to it, but to require conpanies
to do so at a di sadvantage on the supply side becones
i ncreasingly tenuous over tinme, and as they begin to scale.
So, again, the bal ance between supply and demand wi || not
only allow manufacturing to remain in California, it wll
all ow i nnovation to remain in the United States and avoid a
second wave of outgrowth out of the United States and hel p
us build a renewable energy mx with ultra | ow carbon
footprints at scales and to many gigawatts. Thanks.

CHAI RVAN DOUGLAS: Wel |, thank you so nuch. These
are great ideas and — who are you talking to at the federal
| evel about the warranty issues? Is it DOE or is it their
Loan Guaranty Progranf

MR. SAGER So, who aren’t we talking to at the

Federal level? | was in D.C. yesterday. W are talking to
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all kinds of folks in the Senate and in the House about
this. There is a piece of legislation, the C ean Energy
Depl oynment Act, or CEDA, the “Green Bank” as it is nore
generally known, there is a phraseology for insurance in
there, we are trying to get sonme clarification on what that
exactly neans, does it nean potentially product warranty
insurance? O is this insurance for a conpany? And from
what we understand, it will be nore generally referred to as
product warranty insurance. Now, whether CEDA goes through
i s another question, there are only 10 days left in session
on the H Il right now for this session of Congress, and
there is some novenent towards Energy legislation; if it
does not happen now, after the August recess, there is
potential for novenent there. W are also talking to the
White House, we are talking to the Departnent of Energy, we
are talking to the Departnent of Treasury, we are talking to
t he Departnent of Defense, because they have a G een
Initiative, as well, for renewable energy mx for all of
their bases, so there are a |ot of discussions that are
going on and we are trying to fornulate the best |everage
points right now. What we would suggest, if the CEC were
interested in this, is a pilot project, to lead the way with
a small anount of noney, to denonstrate what coul d be done,
and to track the return on investnment in a way that

everybody el se could see in a transparent manner and say,
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“Well, this program |l ooks like it could work,” because right
now, fol ks are saying, “Wll, where is the precedent for
this kind of progran?” And | know of two precedents, one is
crop protection insurance for the Departnent of Agriculture,
and the Inport Export Bank has a credit risk subsidy
i nsurance, as well, for a lot of the export policies that
are going on. So there are two federal insurance
precedents, there are probably nore, but those are the two
that | amaware of. But, to nany of the points made this
nmor ni ng, and fol ks’ comments, tracking the data is non-
trivial, so if a pilot project were created and we were to
intentionally structure it such that it were easily tracked
now, that would be extrenmely hel pful to everyone.

CHAI RVAN DOUGLAS: G eat, thank you. And one other
guestion | had is whether you could give us a little insight
into the journey fromyour first PIER grant to maybe your
next major grant, or major step, that really got you guys
going fromPIER grant to where you are now.

MR, SAGER. | would be happy to. Qur Series A
funding was really about Proof of Concept, so we were given
sufficient noney to — we had Angel investors, a |ot of
entrepreneurs who are ny friends, you know, who put in very
smal | chunks of noney, they helped us build out a lab to
test out the technology at the Proof of Concept level, so it

was essentially materials science experinments — do the
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mat eri als have the durability and the functional properties?
That is what our Series A was about. Qur Series B was about
devi ce performance, could we actually produce devices that
have the kind of power output that we would need to be a
comercially viable product? OQur Series C was all about
pilot line Proof of Concept, could we actually produce this
wi th a manufacturing cost where you could inmagine, at scale,
what it would be? Oobviously, it would cost nore at very | ow
volunme, as Gary very eloquently point out, but if you were
to make sone fairly defensible assunptions about what could
happen at high vol unme, what happened at the pilot line, and
that is where we got our Series C funding, which — our
Series A was about $5 nmillion, our Series B was about $30
mllion, our Series C was about $75 million. Qur Series D
was to build out the manufacturing plant, and that was about
$300 million. And that was with strategic partners, sone of
whi ch are our custoners, who very deeply vetted our pil ot
prototypes and the kind of process control data — | would
not say statistical process control data, but neverthel ess,
numeri cal process control data we had fromour pilot line to
vet the manufacturing process, to show that scalability was
likely. So, at this point, you know, we have vetted our
cost structure very deeply with, we believe, sone of the
nost sophisticated solar investors in the world, who have

witten fairly | arge checks, and our custoners, as well at
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this point. W have certainly gone through our product
certifications, so we have, you know, TIV and UL testing
conplete, and that is an ongoi ng pipeline, but we feel very
confortabl e and we understand performance and reliability
and costing. So, the frustration for us, and many of the
ot her conpanies that are in this place, conmes dow to this
bankability period, so rather than call it a Valley of
Death, | would call it a Valley of Bankability. You know,
you are trying to get through this period of tinme where you
are proving it out, yes, the product perforns in a way that
has a certain risk profile to a customer, while you | ast
| ong enough to bring in revenues fromthat period to get to
the next stage. And as for the product warranty, it really
is hel pful, |oan guarantee prograns are hel pful, too, just
because of the anpbunt of capital that is involved in
buil ding out factories. For us, it is the hundreds of
mllions of dollars. Tax credits are a little bit |ess
hel pful because, you know, if we have hundreds of mllions
of dollars of operating | osses, we cannot really use tax
credits, and if we try to nonetize themthrough third-party,
we end up getting into sone fairly arcane tax structures.

It is a boondoggle for the professional service firnms who
m ght create those deals, but it is a Managenent distraction
for a small company that is trying to focus on product,

getting it out the door and into the hands of custoners.
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So, we would rather not try to becone investnent bankers and
really ourselves focus on the manufacturing output. So,
t hose are sone of the chall enges, but the roadmap,
technologically, was fairly clear, and the CEC was really
instrunmental in giving us a chance to prove out that initial
Proof of Concept that hel ped | ead the Series A So, having
gone through peer review here, that hel ped our Series A
venture investors say, yes, this seens |ike a reasonable
technology to take an initial bet on, and that led to al
the other funding that we have received over tinme. And the
Depart ment of Energy has al so been increasingly hel pful,
especially in the current Adm nistration.

CHAI RVAN DOUGLAS: G eat, thank you. Conm ssioner
Eggert.

COMM SSI ONER EGGERT: No questions. It is a
fantastic story, though, going fromPIER to comerci al
mar ket .

CHAI RVAN DOUGLAS: It absolutely is. Now, | am
going to ask the next two speakers if they would mnd if we
break at this point, it is nearly 1:00, for lunch. You are
bot h okay? Well, great. W usually take an hour for |unch
because we found it is very hard for people to go out, eat,
and cone back in anything |l ess than an hour, so why don’t we
come back at 1:00, exactly — or, I amsorry, 2:00 exactly.

Let’s be here at 1:45 with an attenpt to start then, if our
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two speakers are able to get lunch in that anount of tine.
If you are not, and it is five or so m nutes afterwards,
that is fine. Thank you.

[OFf the record at 12:53 p.m]]
[ Back on the record at 1:51 p.m]

CHAI RVAN DOUGLAS: Al right, we will get started in
about a mnute. Thanks for making it back to quickly.
Ready to go to get us started here?

MR. RILLERA: How about M chael Deck from Sol i ant
Ener gy?

MR. DECK: Thanks, Larry. Let ne thank you,
Chai rman Dougl as and Comm ssioners. W were delighted to
hear on Monday about our selection for the CEBFP Program so
| want to talk about that a little bit today. 1 also want
to thank, as others have, the Conm ssion for creating a
climate here in California where a solar conpany can start
up and grow. That is really one of the main reasons why we
are here in California, partly because of the talent, partly
because of the lifestyle, but nostly because our market, at
| east for now, is nmuch larger here than it is anywhere el se,
and that is due in large part to the support for the demand
side that you all and other entities in the state have
provi ded.

So, | wanted to say a little bit about Soliant

Energy and then tal k about sonme thoughts for going forward.
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Next slide. Soliant is manufacturing a high concentration
phot ovol tai c device built fromthe bottomup for the
commercial rooftop, not a mniaturization of an existing
| arge scale solution, but a bottons up built for commrerci al
rooftops, that is intended to basically be a conpatible
repl acenent for a flat plate, so it nounts like a flat
plate, installs like a flat plate, it has an integrated,
fully integrated, built-in |Iight-weight wooden tower and
dual access tracker that is an integral part of the product,
sold through the existing channel, so we do not have to
devel op a new ecosystemfor this, it is sold by project
devel opers, PV providers, those kinds of folks. It has
turned out to be a great match for the perfornmance-based
incentives, and it would be an even greater nmatch for a feed
in tariff.

So, this is an exanple of sone of the systens we
have installed recently, these are small scale systens
because we are really a start-up, we are between a tenth and
a 20'" the size of Nanosolar, and so we are getting started,
pushing into the Valley of Death, and these are sonme of our
systens that we have installed recently.

So |l et ne have the next slide. One of our critical
advantages is energy density, and in addition, when we
produce the energy. So, when we produce the energy, nore of

it earlier in the day, and later in the day as opposed to
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having the site kind of a co-sign approach, and that fits
very very well in areas where you have a tinme of use tariff
structure because we are shaving off nore peak | ater,
especially later in the day. There were comments made about
the business climate and the cost of energy. For us, that
is a dual -edged sword because we use energy in our business,
and so nore energy costs noney, we spend nore; but, to the
extent that fossil and grid energy are expensive, we sell
nore of our product, and at better rates. So we have
anbi val ent feelings about trying to push down the cost of
energy and, |ikewse, wth regulations to introduce various
ways of taxing and otherw se incentivizing carbon, you know,
we are producing sone, but we are hoping to offset that very
nmuch.

So this chart shows sone sanple systens, different
t echnol ogi es conparing ei ght days, single days’ energy use,
on a rooftop. This one happens to be in Palm Springs, but
it could be al nost anywhere. And the other advantage to our
technology is that, by being distributed generation, we are
on an existing exposure, so we do not need to find
distribution to our site, we do not need to find | and
permts, we do not need to worry about environmental
permts, and so on. So, for us, the bankability issue was a
bit smaller. W still had bankability questions, but the

bankability issue was smal |l er because the size of the
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project is smaller, and the nunber of things that can get in
the way of a successful project is a lot smaller, really,
comi ng down to just permtting and financing. Next slide,
pl ease.

So, we were founded in 2005, six of us. W received
alittle nore than $4 mllion fromthe Departnment of Energy
under the Solar America Initiative, but have otherw se not
received significant subsidies until this week. W are
currently at 45, as our staff, our headquarters and our
pilot line are in Monrovia. W have about 1 negawatt of
capacity right nowif we chose to use it. At that run rate,
our costs are sonewhat high, so we do not use the whole
capacity of that line. W have received UL listing on our
product, and we are ready to go to | arge scal e manufacturing
al ong one of two different possible futures. The first of
t hose futures would be based entirely on our investors and
t he O ean Energy Busi ness Financing Program that would be a
40 nmegawatt pl anned sonmewhere in Southern California,
probably San Bernardino, but we are | ooking at a few other
cities. That would create 114 jobs. Qur revenue to us
woul d be about $100 million, and we would invest about $12
mllion in property, in capital equipnment. And as you may
be able to see, the anmount of capital investnment for us is
significantly | ower than for other solar technologies. Qur

total capital in, so far, is about $35 million, and we woul d
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be putting another $12 million towards getting 40 negawatts
of capacity.

Anot her possible future would be a 100 negawatt
plant in San Bernardino. |If we ever hear fromthe
Departnent of Energy Loan Guarantee Program So that is an
issue that we will discuss in a few mnutes, but that would
create a significantly | arge nunber of jobs, nore revenue,
and obviously nore capital equipnent. So, we are going to
be getting started on a 40 negawatt plant in the next few
weeks, and if we have to turn that into 100 negawatt pl ant,
we wll try to figure out howto do that.

So, sonmething that | did not hear this norning that
| would i ke to talk about is another thing that is bad for
busi ness, and that is uncertainty. Uncertainty means ri sk,
and risk neans cost. So, when you have uncertainty, you
have a harder tine raising the noney, you have a harder tine
deciding what to do. |If you are a research institution that
has peopl e around and they just need to find sonmething to
do, then it is a little bit easier to wait out a
solicitation or a grant. But business — small business,
especially — cannot really do that. So, here, just show ng
a few exanples, not to pick on CEC in any way, and | know
everybody is working hard and working very hard wth what
t hey have, but, for exanple, the solicitation to the

research and devel opnent depl oynent opportunity, proposals
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were due February. The call said that they would be awarded
in April, to start in May. So we put together a proposal
for things that we knew we had to do over the sumrer, well,

t hat has now been revised to decide in July and be awarded
in August, and we have now al ready done a fair nunber of the
things we originally proposed because we had to do them so
we did themout of our own resources. So, if we are
fortunate enough to receive that award, we will ask to try
to nmodify it, to look a little farther forward and i ncl ude
sonme of the things that we still need to do. But it is a
chal | engi ng process to plan around that. The C ean Energy
Busi ness Fi nance Programwas relatively less of a slip, but
it still had an extrenely anbitious goal of, | believe,
getting everything done around May. And here it is, July.
So we are delighted we participated, but it is always a
scranble to work around the tinmelines. It sounds fromthe
tone of the discussion here, | guess SB 71 is noving al ong
quite quickly, so | amnot sure what the status is of that,
but I will track that. O course, the | oan guaranty program
is a case in point for how | ong nust one wait to have the
news fromthat corridor. Qur proposal went in, in January,
and we have not heard.

So ot her exanpl es of places where governnents and
policies can help, looking at permtting and inspection, are

t here nodel processes? Are there standard practices? Can
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the State help to train building inspectors and ot her folks
so that there is standardi zation and predictability?
Municipalities are |l ooking at permitting and i nspection as
revenue centers, which is their right, but it does give a
| ot of unpredictability into that process. There are also a
| ot of agencies, you know, we deal with CEQA, AQWD, Cities,
you do not al ways know how many nore there are going to be,
and so, understanding that full panoply is easier for a
| arge conpany than it is for a start-up, it is very
challenging for a start-up to find the resources to really
understand that. And, finally, of course, politics always
enter intoit and it is hard to know whether a particular
strategy or a particular long termprocess is going to be
part of the mx after the next election season. So, there
is not nuch that can be done about that. But, to the extent
that you all and the state entities can help to provide sone
certainty and sone predictability, that is extrenely hel pful
for small businesses.

Next slide. O course, noney is great, we would
| ove to have noney. | know the states do not have a | ot of
nmoney to give around right now, so that is a thing that we
are all aware of. Wen we went out in Decenber |ast year,
| ooking to site a 100 negawatt factory and put 350 jobs, we
went to several different states. W received about a $15

mllion offer fromthe State of New Mexico, conbining |oans
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and outright grants and tax credits and everything. W
recei ved about a $6 mllion offer fromthe State of Arizona.
We decided to stay in California. W were able to put
t oget her about $4 mllion, which is now closer to $6
mllion, fromEnterprise Zones, hiring credits, tax
i ncrenent financing, utility user tax rebates, and the Ilike,
but unlike the other two entities, that was organi zed by a
City Redevel opnment Agency that was working on our behalf to
cobbl e toget her these things, whereas, in New Mexico and
Arizona, those offerings were basically a state statute, so
it was a |l ot | ess dependent on what person you found to help
you out. And you could basically go anywhere in the state
and find sonme very simlar offer because it was in state
statute.

O her things that everybody knows, of course,

Worker’s Conp, wage basis, cost of living is very
challenging. W hire a |lot of auto nmanufacturing engi neers
because we manufacture nechani cal products, and it is hard
to nmove them from M chi gan because the cost of living in LA
is alot higher. So, all of these are things that end up in
the mx. W ended up staying in Southern California
primarily because it is close to honme, it is the stickiness
thing. And this is our first factory, so we wanted it to be
close to our current engineering base. But it is hard to

see how a second, nore highly automated factory, would want
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to stay also in Southern California. And, as others have
mentioned, the tax credits are nice for a small conmpany with
negative margins, it is not as good, not as imredi ately
hel pful. And another thing that can help, | think, is the
i dea of one-stop-shopping, being able to go to a state
of fice or even a regional office and have sonebody there be
able to tell you, “Here are all the things that you need to
do. Here are all the prograns that you can apply for. Here
are all the opportunities that you have.” That woul d be
very hel pful for small businesses who do not have their
resources to hire full-tinme staff.

So I would like to thank you all very nmuch for your
support, and I would be happy to take questions.

CHAI RVAN DOUGLAS: Wel |, thank you very nuch. And |
amreally pleased that you were able to be successful in the
cl ean energy manufacturing solicitation, it is really great
to hear fromyou, and I amglad we were able to contribute.
| guess you raised a nunber of issues that | think are
really inportant, and let’s just start with the uncertainty
you raised, or the tinmeline around when an RFP is issued,
and you put in an application, and finally you find out if
you win, and then at sone point later than that, you
actually have a contract signed and get a check, and it is a
tough process, | think, for a |lot of people comng in for

the first time, it can be a surprising process. And | do
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think there is a lot that we could do to make it easier and
nore predictable, and that m ght run the ganbit from being
realistic with tinmelines and not optimstic that then makes
you better able to plan, even though it m ght nmake us | ook
i ke we are planning on being slow, which we do not want to
do.

As | think many people who work with the Energy
Comm ssion realize, we have been hit by our own Perfect
Storm here between the 118 program here, Stimulus, and then,
on anot her side of the shop, trying to site projects on tine
to meet Stinulus deadlines. So it has been a really intense
period for all of us and the good news for many CEC staff is
that it |ooks Iike we are approaching the light at the end
of the tunnel for this major mad rush of activity. | nean,
one of the things we really want to do is take a step back,
| ook at what worked and what did not work, |ook at our
processes and just figure out what could go better, and what
m ght we change to make things snoother, faster, and so on.
So we would be very interested in your input either here or
at other times for us to do that, | think, over the fall we
will start to have that opportunity. You know, really
hel pful and interesting ideas in terns of one-stop-shop. |
have al so noticed that it would be helpful, I think, if we
had a consistent place to go, or just an approach that we

took. So these are great ideas. | do not have any ot her
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gquestions at the nonent, except | just wanted to say |
appreci ate you sharing your experience with us.

MR, DECK: Sure.

COW SSI ONER EGCERT:  Yeah, | do not have too nuch
to add. | think this was a very useful presentation and,
actually, we had a neeting specifically on our AB 118
programa little over a week ago, and | think probably the
nunber one nmessage fromthat was to nove quicker with
respect to getting the solicitations out, doing the scoring,
going through all the various process steps, and sonetines
we are our own worst eneny, we are significantly encunbered
by process, and we are always | ooking for ways to hel p nove
that along quicker, and | think we are definitely taking a
cl ose | ook at how we can shorten some of those tinelines and
al so whether or not there is flexibility we can provide in
terms of, for exanple, allowi ng cost share to be expended
prior, to be then counted in to the project total. | think
the state | aw may have sonme limtations on us allow ng any
sort of back crediting of state funds, but.. But | think
this was good. Thank you very mnuch

CHAI RVAN DOUGLAS: | guess one other comment | will
make is that we did get a visit recently fromstaff fromthe
Departnent of Energy Loan CGuarantee Program and that was
very hel pful to us because we have been, as a state,

counting on that programfor many things and for nany
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benefits, and we have a | ot of hope for that program for us
to understand it better, and to understand the obstacles
that they face and the challenges that they face in trying
to carry out their mandate has been hel pful. But we have
good contracts there, Conm ssioner Eggert and | would be
nore than happy to call themand try to find out if there is
anyt hing that can be ascertai ned about either status or
tinmeline of your application, or that of other California
conpanies. W are working closely wth Departnent of Energy
on a nunber of fronts, and so it is a conmmunication that we
could very easily nmake and we will give it a shot.

MR DECK: | think that, | nmean, it is hard for the
Commi ssion to go in and weigh in, in favor of a particular
conpany. \Wat would be useful to us would be sonme netrics —
is it possible to understand, you know, out of the
applications that they have, how many are in which stage?
How many by nunber and by vol unme of dollars, you know, how
many are in which stage? How many are meki ng progress? How
| ong they have been in those stages? That would at |east
gi ve us an aggregate of sonme netrics that woul d be hel pful.

CHAI RVAN DOUGLAS: Well, that is absolutely right.
And we certainly feel as though we are within our rights to
push themfor all California conpanies and we tend to try to
do that, but the hardest part is that nonths go by and they

do not wite and they do not call, so we may be able to at
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| east try to get a sense of what the process is.

MR. DECK: Right.

MR. SAGER. May | nmake one point here?

CHAl RVAN DOUGLAS: Pl ease.

MR, SAGER. To Mchael’s — I would |like to expand on
sonmet hing M chael just described. | was speaking with
Jonat han Silver, who heads the DOE Loan Program and he has
very specific deal structures in his mnd, but unfortunately
nei ther of us can read his mnd, and none of this
information is available. |[If he is looking for a particular
size deal, just tell us and then we will either apply or not
apply, but if we do not know what he is |ooking for, we
m ght right a 400-page application and go into |linbo waiting
to find out. So it is not as though we are trying to
i nfl uence the outcone of the process, we all want a fair
process, we just want to know, are we spending our tinme
wi sely and our resources w sely, you know, what are they
| ooking for — would be hel pful.

CHAl RVAN DOUGLAS: Wl |, good. And they have cone
out to California once and visited us at the Governor’s
O fice and a nunber of other agencies. W nmay want to
encourage themto conme back. | agree with you that gui dance
is valuable and you need to know what the rules are, and it
may or nmay not be the right programfor you, but you should

have a chance to know t hat.
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MR. SAGER. Unh huh, yeah.

CHAI RVAN DOUGLAS: Al right, I think we will nove
on. Thank you.

MR. RILLERA: Thank you, M chael. Next up wll be
M ke Ryan wth G een Vehicles.

MR. RYAN. Thank you. So, I am M ke Ryan for G een
Vehicles. W are a battery electric vehicle devel oper and
manufacturer. And | appreciate the chance to tell our story
here. First, we are a small and growi ng conpany, targeting
the approximately 40 million residents, U S. residents, that
identify thensel ves as Deep Greeners, or Environnmental One
Percenters, or whatever noni ker they m ght use. So, we have
a specific interest that I think will be common to other
i ndustries. Next slide, please.

So, if you will give nme one mnute to just introduce
t he conpany. The core aspects for our business are, of
course, electric, affordable and, then, sustainably made,
and that is going to be a theme that | want to tal k about
here. Next slide, please. So, | guess | will start by
saying — we can actually go two slides forward, please — and
one nore — great. So, we were initially conceived as a
conpany that would do technol ogy devel opnent and marketi ng
statesi de, and predom nantly manufacturing overseas, and the
reasons for that were really, you know, they were

essentially cost drivers, |ow cost of |abor, existing
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facilities for doing that work and forei gn governnent
subsidies. In our case, there was al so the specifics of
having the lithiumion battery industry is fairly mature in
East Asia because of |aptop and cell phone devel opnent
there. However, we were fortunate enough to have sone of

t hose dynam cs change, not |east of which was the hel p that
came fromCalifornia, as well as, to sone extent, the
Federal Governnment. Next slide, please.

So, I will address those first before | tal k about
the things that would benefit us in the future. First, we
are, as we are hiring and nmaki ng use of Enterprise Zone
benefits, workforce devel opnent and on-the-job training
prograns, also are a key conponent in reducing the |abor
costs, which are a source of sonme difficulty to get over
because they are so substantially different in areas |ike
Chi na and Mexi co where we could alternatively have | ocated
our facility. As well, the AB 118 Alternative and Vehicle
Technol ogy Program and SB 71, again, very helpful, and | do
not really have anything else to say about it other than, of
course, | would echo the sentinent about timng, and | al so
understand that you all have been overwhel ned with work.

So, next slide, please.

So, what | would say is that California is never

going to be the cheapest place to |ocate a manufacturing

facility, as was nentioned in a previous presentation, but
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it does not necessarily need to be. One of the things that
it should be, however, is the sustainable business capital
of the world and, | would say, partly by getting an early
start. So, first, you know, with the Brain Trust in Silicon
Val | ey, San Di ego, Orange County, and sone of the other tech
centers, it is already beconing a clean tech center of the
world. The market for those products and the consuners that
are purchasing those products are also interested in the way
in which those products are manufactured, which currently
there is not any real standard for communicating with our
cust oner base about these principles. It is difficult
because, although they are inportant, it is difficult to
rise above the |l evel of noise that occurs in marketing to
differentiate between, you know, sound busi ness practices
and good marketing. So, | have hear listed three
organi zations that, you know, are sort of at the front of
this, heading toward the direction of creating a systemfor
reporting and really certification, | think, is what it wll
eventually lead to. And what | would suggest is that
California recogni ze one or another of these, or it does not
really matter which, as long as they are based on sound
principles, so that we can get that stanp of approval
legitimate stanp of approval, and show that to our custoners
just as it is available in the construction industry with

the LEED Standards. Next slide, please.
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So, then, that would be the first step. The second
step is, of course, incentivizing the adoption of those
standards and, again, | amtal ki ng about transparency,
reduction of waste, renewabl e energy input, |iving wage to
t he enpl oyees, use of recyclable materials designed for dis-
assenbly, and all these other principles that are well
known, but neverthel ess somewhat conplex to communicate to
our customers. So, sone |evel of incentivization — again,
do not really have any input in terns of what type of
incentives, that alnost is not as inportant as just
endorsing that as a value in creating in that value, and a
clear path towards recognizing it within an operation.
woul d suggest potentially as an interimstep, targeting
sust ai nabl e busi ness parks, you know, that may be a way to
i ncubate sone of the novenent towards sustai nabl e busi nesses
where the costs can be shared anong |i ke busi nesses and
start to generate sonme nonentumin this direction

And then one other point is, the financing on-site
renewabl e energy, | know that there are a nunber of prograns
avail abl e for residential and, as well, there was the C ean
Ener gy Busi ness Fi nancing Program which we sort of m ssed
the application deadline for, but I do not see — | have not
been able to find a ot of opportunities for putting on-site
and solar, or renewabl e energy, but that is very inportant

for us and we would certainly |like to have that available to
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us. Next slide, please.

Onto a slightly different topic is there were sone
asymmetries, | guess | would say, in terns of how the ARRA
nmoni es were distributed. And a couple of themthat | would
suggest trying to create parity or an equal playing field,
California incentives for products manufactured in
California, it would be some way to maybe correct sone of
those, and | do not think | need to go into what the details
are, | think we have all sort of tracked the flow of noney
in this respect. And then one other that is interesting to
us, not as directly to our conpany, but one of our mmjor
suppliers, is the battery financing, the possibility — and
this kind of falls under the same subject of warranty and
bankability. Lithiumion battery technol ogy conpanies are
runni ng up agai nst the sane i ssues where they could do their
testing, accelerated aging, and so on and so forth, but it
is difficult to get financing for batteries, and it is going
got be inportant not only for transportation, but for al
the industries that are going to be | ooking for battery
technol ogy. And so, one way to potentially benefit
California conmpani es would be to have either warranty
support or financing support for |easing of those
technol ogies. And those are primarily the points that |
wanted to make. Thank you very much for the opportunity to

speak.
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CHAl RVAN DOQUGLAS: Wl |, thank you very nuch.
Comm ssi oner Eggert, you as our AB 118 Fuels and
Transportation nenber, why don’t you start?

COW SSI ONER EGGERT: Thank you. There are sone very
i nteresting suggestions here. Actually, your suggestion of
usi ng or recogni zing specifically certification activities
is an interesting one because | know, for our solicitations,
often tinmes we are asking through the application for
conpanies to sort of attest to their environnental
performance, but we effectively have to do sort of our own
technical due diligence in reviewng those applications to
make an assessnent of whether or not they have actually net
that, and that is actually the role of a |ot of these
organi zations, is providing that sort of third-party
verification or evaluation of sone of those clains. So,
think that is definitely an interesting one to consider, and
| do not know if you know of any existing prograns that do
that. Co ahead.

MR. RYAN. Well, | nentioned a couple. B-Corp,
Ceres is another one, and GRI. Those are the ones that | am
famliar with and seemto be kind of in the thought
| eadership in this area, but certainly there are quite a few
conpeti ng organi zati ons.

COW SSI ONER EGCGERT: Are you famliar with any

government solicitations that reference themdirectly as a

Cdifornia Reporting, LLC
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

133
conponent of the criteria?

MR, RYAN: No, | am not.

COW SSI ONER EGCGERT: Okay. Your conment about the
battery warranty, we definitely heard that one. Another
suggestion that | would be curious to get your feedback on
is having a stake in getting involved in second life
applications, so subsequent to sone | evel of degradation of
t hese batteries, then could get secured, for exanple, for
gridreliability and distributed energy storage. Do you see
potential there, as well?

MR. RYAN. Well, there is definitely potential for
that. My sense is that that is sonething that is probably
going to be driven by the market and I woul d expect to see
t hat happen, you know, sort of naturally. And, frankly, it
i s probably not happeni ng now because, with lithiumion
batteries, 1) those businesses should be show ng up, you
know, five to seven years from now because the cycle life
performance i s now extended to the point where, at least in
transportation, you do not go down to the point where it is
no | onger a viable source of energy storage for
approximately that duration of time. So, if | were to set
up a busi ness whose operations were to | ook for second uses
applications for these batteries, | would be sitting around
for about five years. So that is part of it, then the other

part is that, you know, really, there has not been a w de
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adoption of battery electric vehicles or plug-in hybrid
el ectric vehicles, as yet. But | do think that those are
i mportant and certainly we hope and expect those to be
available to us as custoners are |ooking for their second
set of batteries, sone half a decade down the road.

COW SSI ONER EGCGERT:  Thank you.

CHAI RVAN DOUGLAS: Al right, 1 think Conm ssi oner
Eggert has hit the areas where | have questions, so | do not
have any additional questions, but thank you for being here.

| amglad that we were able to get the benefit of your

perspective here, as well. So, | think with that, that is
it for this panel. | would really Iike to thank all the
panel nenbers for being here. 1t has been really helpful to

hear from you
COW SSI ONER EGGERT: | agree, very good
perspectives. A broad range of perspectives, all useful.

MR. RILLERA: The next panel will be the financing

perspective. [|If you would cone up to the table here?

kay, | will lead off this portion of the workshop.
My nanme is Larry Rillera. | amwth the California Energy
Comm ssion. | will provide an overview of the C ean Energy

Manuf acturing Program and sone | essons | ear ned.
The Cl ean Energy Manufacturing Programis a $90
mllion venture enterprise here at the Energy Conmm ssi on,

and it is has two conponents, the C ean Energy Business
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Fi nanci ng Program using Anmerican Recovery and Rei nvest nent
Act funds; the second conponent is the Alternative and
Renewabl e Fuel s and Transportation Vehicles Program | wll
refer to themrespectively as CEBFP and the AB 118 program
The CEBFP programutilized about $30 million, $30.6 mllion
in State Energy Program funds, of which there were about
$226 mllion that were nade available to the State of
California, focused specifically on the manufacture of
energy efficiency, renewabl e energy, systens technol ogies
conponents and products. The idea was that we woul d | ook at
fundi ng conpani es and busi nesses all along the supply side
of the equation, $50,000 m ni mum corresponded to snal
busi ness access, $5 mllion was the cap for the program on
this fixed asset financing program The interest rate was
det erm ned based upon the published Wall Street Journal
| ndex, and dropped about half a percent on a specified date,
and it ended up being essentially 2.5 percent. The terns
were seven years, or the useful life of the fixed asset
being financed. This is a public private partnership in
that the public side would be the Conm ssion and the Federal
Government, the businesses would be the recipients of the
funds, and the delivery through the financial devel opnent
corporations throughout the state, there are 11 of them and
four of themwere selected through the Business

Transportation and Housi ng Agency to provide that
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i nstrunent ati on.

W rel eased the announcenent in April and closed it
a few weeks | ater, and issued the Notice of Proposed Awards
here, last Friday. Here is the breakdown of the results, if
you will, fromthe application side. The distribution
anongst the three areas that we sought, the Energy
Ef ficiency and Renewabl e Energy, and the Biogas. The Bi ogas
was a bi onet hane gas production with direct injection into
the transm ssion pipeline, consistent wwth the Renewabl e
Portfolio Standard, the RPS, if you will. Most of the
applications canme in, in the renewabl e energy area, there
were a fewin the Efficiency area, and then there were a few
in the other category, which I will not get into.

In terns of the financing, a considerable anmount of
need — | believe it was on the magnitude of $1-5-fold. Qur
capacity for | oans was about $7 mllion, nost of themwere
up around the $5 mllion range, so we quickly got to $30
mllion and exceeded that significantly. And then the
bottomis netrics, nost of it, of course, is in the
renewabl e energy area, and then none of the efficiency, none
of the biogas. Next slide.

The second conponent for the cl ean energy
manuf acturing programis the AB 118 program approxi mately
$60 million. There are four program areas here with respect

to manufacturing or production. The first is the
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manufacturing plants kind of tied to vehicles, the second is
t he advanced biofuel, the third is this ethanol production
incentive program and then the last is the bionethane
production. Mst of these applications have cl osed. The
awar ds have been made on the bi onet hane and we anticipate
results very shortly on the manufacturing plants, advance
bi ofuel, and the third one, as well, the productive
i ncentive program

The next couple of slides are going to be a little

nore in terns of perspective fromstaff and sone | essons

learned. | kind of wanted to set thema little nore freer,
if youwl!ll, I wll be. This report was published by Pew
Charitable Trust in April. This is the second report in

col | aboration with Bl oonberg Cl ean Energy Finance, it is a
new di vision that was forned in Bloonberg to put this report
out. This is an assessnent of the energy — they
characterize this as clean energy race, but this is
essentially a snapshot of what the G20 is | ooking at, what
they are dealing with both on supply side and demand si de

i ssues. Next slide. It was this slide, in particular, that
sort of resonated with ne as |I was reflecting on not only
the infusion of the ARRA dollars, but nowit seens to
resonate very clearly fromthe discussion this norning and
what we will hear after ne, as well. The box that was

del egated, or relegated, with respect to Governnent was | ust
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the research box, and it is clear that the Governnent role
stretches across all of those technol ogy areas, all of those
devel opnent areas, all those manufacturing areas. And then
it has traditional financing sort of below that in their box
sort of format. The C ean Energy Busi ness Fi nancing Program
and sonme of the 118 funds have a rol e disbursed throughout
t hose segnents, | sinply wanted to highlight that — not only
in ternms of the financing, this is the financing continuum
but it is also a policy continuum as well.

So what kinds of |essons were |earned? W talked a
l[ittle bit today, at |east the presenters tal ked about the
supply and demand initiatives. Staff conversations with
conpani es over the past year and a half, or so, on Stinulus
side and the 118 side, were about the conpetitiveness of
California with their benchmark states. So, | had tal ked
with a lot of conpanies where California was on the short
list and what they were offering fromthe other states and
kind of what we could piece together, and the conversations
were very interesting in that some decided to cone to
California, others were still in the bubble and others, of
course, took the other opportunities. | nmean, that is the
conversation the Comm ssion is having with the manufacturing
sector here, on a regular basis. On the demand side, they
are choosing to conme here to be cl oser because California

has made the policy decisions with respect to AB 32, with
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respect to the Low Carbon Fuel Standard, wth respect to all
the other elenments here, including the know edge base of the
consuners. M ke Ryan indicated that the know edge of the
consuner, not just with respect to the end product, but the
manuf acturing process for that product, is sonething that
the consuner is actually aware of. The supply side
initiative is the funding, it is the DOE, it is sonme of the
cl ean energy business financing that we offer, it is the
ot her financing opportunities at the Treasurer’s Ofice, it
is the entire spectrum of funding that businesses are
putting together as they evaluate their either devel opnent
within California, or their retention wthin California.

Busi ness speed, this is about getting an application out,
hopefully we can benchmark the private practices in this
area as M chael Deck had alluded to earlier, a significant
tineline with respect to the preparation of the application
and then when they were able to receive the results. And |
think we absolutely need to tighten that up significantly.
And | amonly tal king about the application process, but as
we | ook at the entire stream of processes, that we re-tool
t hose and nake those as quick as possible, and as responsive
as possible to business.

We had several workshops, of course, to vet
stakehol der interest. | think as we go forward and try to

capture how we could tighten up the program we need to have
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alittle nore deeper and intensive dial ogue about how to
craft CGeneration 2 financing. That is clearly a gap and a
cl ear opportunity, as well, because we will continue to be
on the short list, but we want to be on the final list for
consi deration by these businesses.

Mar keting — there was an old book | read called
Corilla Marketing, and | never forgot it, and at the | ocal
level, if you are trying to cone in on budget, and you are
very creative and imagi native, you are going to go very far.
And to the extent that staff was able to do that, certainly
that had sone effect, but we clearly need to go out and
devote a little nore focused attention on marketing and
outreach where we go into the businesses — | was very
fortunate to see Brian's operation with Nanosolar and a few
others, but | amanxious to get in there to see it first
hand, talk the talk, walk the talk, and then nmake that a
real corporate reality for the Energy Conm ssion.

The guidelines are static right now, they were in
pl ace, they were devel oped, they were approved, they know
them Gven the results fromthe C ean Energy Busi ness
Fi nanci ng Program we need to evol ve those. | am not going
to say “re-do” those, but certainly get themto a place that
is responsive to the econony and to industry right now |
say that in that it will also have a point in tine

associ ati on because, you know, five years down, there may be
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a new market, or a new technol ogy, where fol ks are making
sonme noney off of, and then we kind of re-tool those
gui del i nes.

And then, ny last remark woul d be on the
partnerships. This is a true public private partnershinp,
all around. W are continuing to grow the 118 side with
respect to those PPPs, but to the extent we allow the other
two Ps to participate in the design and the architecture of
the program | think, is going to be significant to the
success of the prograns with the Commi ssion. And those are
all ny remarks.

CHAI RVAN DOUGLAS: Thank you, Larry. | do not have
any questions at this time. Do you?

COW SSI ONER EGGERT:  No.

CHAI RVAN DOUGLAS: Al right, let’s keep noving.
And | apol ogi ze to the panel for us being, of course,
behind. W are usually behind in | EPR wor kshops, but we had
nore questions than usual, so we are particularly behind
t oday.

MR RILLERA: Paul ?

COW SSI ONER EGGERT:  And | woul d say the reason
do not have any questions is | have had many conversations
with Larry over the | ast several weeks, so nost of them have
been answer ed.

MR. Rl LLERA: Next is Paul Frankel with the

Cdifornia Reporting, LLC
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

142
California C ean Energy Fund.

MR FRANKEL: Good afternoon, Comm ssioners. Thank
you for the opportunity to speak with you today about this
very inportant topic. M nanme is Paul Frankel. | amwth
the California O ean Energy Fund. Wy don’'t we go to the
next slide and I will junmp right in and tell you a little
bit about who we are, what we do, and then | want to focus
in on a couple of very specific aspects of the manufacturing
question in California.

California Clean Energy Fund is really a set of
organi zations that are united by a common m ssion, and that
is to accelerate the devel opnent of clean energy markets, in
general, as well as the adoption of clean energy
technol ogies. And we go about inplenmenting this m ssion
through two different nmeans, one is through our market
strategy and sol utions shop, which | run, called Cal CEF
| nnovations. W tend to focus on gaps and barriers that are
preventing the devel opnment of clean energy markets and the
adoption of these technologies, and we try to anal yze t hose
very specifically and al so come up with solutions to address
t hose and overconme those gaps and barriers, and inplenment
them as nuch as possible. So we like to refer to oursel ves
internally as a “do-shop,” not just a think tank, but a do-
tank, as well. On the other side, we also do sone product

devel opnment, and by that | nean we try to devel op both
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suggestions for public policy, as well as new business
nodel s and, in sone cases, new financial products. And
t hen, through our sister organization, Cal CEF Capital, we
have the financial neans to inplenent sone of those at a
commercial scale. So a couple of exanples of maybe a gap or
a barrier that we have been able to overconme with sone
i npl enent ati on behind themare the seed stage investnent
problem so we recognize this actually in advance of ny tine
wi th the organi zation, which has been for the | ast coupl e of
years, but one of the first things that Cal CEF did was
understand the need for seed stage funding prior to Round A
venture capital, and after friends, famly and fools, and
try to help these conpanies through the potential of their
technol ogy before they were eligible to receive financing
fromthe Sand H Il Road crew. So we created — we thought of
a concept — we hired the personnel, and we were the founding
limted partner through Cal CEF Capital, of the Cal CEF Ange
Fund. And that is a good concrete exanple of identifying an
i ssue, really brainstorm ng on what a potential solution
mght be, inthis case it was a little bit of a twist on a
traditi onal approach — angel investnent — rather than it be
head up by a bunch of individuals, it was really a fund that
focused on this early stage of investnent, which is a non-
traditional nmeans of going about investing in this stage of

conpany devel opnent, and then, again, trying to de-risk the
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situation, or at |least the perception of risk in the
situation, by putting the first noney on the table, and then
all owing others to be second, which, as we all know, is nost
i nvestors favorite thing to be.

The ot her exanple that we are very proud of is, in
the institutional side, we created the — we were the
foundi ng grantor and ran the RFP process for what is now the
Energy Efficiency Center at UC Davis, which was created out
of what we saw as the need to comrercialize energy
ef ficiency technol ogies out of a |leading University here in
California. Next slide.

One of our other investnent prograns through Cal CEF
Capital is what we call Fund 1, it was actually the first
thing that we did as an organi zation, was to create a fund
to fund, so both organizations are nonprofit, Innovations is
a (0(3), CalCEF Capital is a (O (4), and we invest,
however, for profit, and the way we get away with that is we
are an Evergreen Fund, we do not have any limted partners.
And any profits that, knock on wood, are generated through
our investnment activities are reinvested in the achievenent
of our mssion and in pursuit of our mission. And right
now, through our four Iimted partner positions, one in the
Angel Fund, and then three others, we have about 40
conpanies in our portfolio, which represent a pretty broad

swat h of the clean energy technol ogy | andscape here in
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California and beyond. W have about 60 percent of the
conpani es are |ocated at headquarters here in California
and, as you can see, they kind of span the ganbit, so it is
renewabl e energy, both large and distributed, energy
efficiency, transportation technol ogies, green building, and
consuner technol ogies, and in one case, clean or fossil fuel
t echnol ogy, Coal Tek happens to be a clean coal type of play.
And you can see a little bit about the allocation across
sectors down there on that slide, as well.

What we find so useful about having these

rel ati onships both directly wth CEGs and operators of these
conpanies, as well as the investors, is the opportunity to
understand what are the issues that are facing themin the
devel opnent of their conpanies and their markets, and
getting custonmers to adopt their technologies. So it is
really an incredi ble anount of marketing intelligence that
we have access to, and we try to tap into that whenever
possible to help informour other prograns. So, for
exanpl e, we have an entrepreneur in residence program we
typically hire soneone who is an expert in industry or
academ a to study an issue and, as | nentioned earlier,
anal yze it, crystallize the real conponents that sonetines
seemto get glossed over in the |arger conversations,
generate and i npl enent sol utions.

So, | would like to delve into one of those further
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today, and that is on the next slide, sonething that we
recently studied in a white paper that was published just a
coupl e of weeks ago, tal king about the first commerci al
financing challenge. And we studied it wthin the context
of renewabl e energy project devel opnent, but | would nmake
the argunent here today that the sanme challenge, in fact,
applies to manufacturing conpani es who are seeking to, or
trying to manufacture or build manufacturing facilities to
manuf act ure cl ean energy technol ogi es that have yet been
unproven, or deployed at any significant scale in the
mar ket pl ace. So, | want to start by tal king about sonething
that we call the Innovation Adoption Paradox. And that is
that, looking at the |argest emtters of carbon and ot her
greenhouse gases, and the largest users of energy in
California, one quickly arrives to the | argest corporations
inthe state, it is the utility conpani es and many ot her
| arge corporations, not just them in manufacturing sectors
and ot herw se, know edge sectors, as well, that are the
| argest users and emtters. And so they are necessarily the
targets of many of these policies which we are putting in
pl ace, and have put in place here in the State of
California. And, as such, they are under both regulatory
conpliance pressure and cost pressure to adopt new
technol ogi es that can help them neet those goals. They

currently have rel ationships with vendors who al nost by
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definition are not able to provide themw th the new
technol ogi es that are necessary to neet those goals because
t hey have been using those technol ogy suppliers for a | ong
time, and they are doing business in a day-to-day fashion,
as they have been used to doing for many nmany years. So,

t hese new conpani es, however young conpani es that are very
creative and are creating the solutions that can sol ve these
probl ens, are typically ineligible to supply these |arge
conpani es, and therein |lies the paradox because, even though
t he young upstarts are innovative, they do not neet the
requirenents in ternms of reliability, scalability,
reliability supply, quality, and performance history, that

| arge conpanies, especially utilities, need in order to
justify a purchasing relationship fromsuch a vendor. So,
we all know about the “5-9's reliability” that was referred
to back in the Tel ecom days, and prior to joining Cal CEF, |
was a corporate venture capital person in the high tech

i ndustry, and got into clean energy about eight or nine
years ago, but the sane thing is very much true, and I would
say even nore true here in the energy sector because it is
not 5-9°’s it is nore like 7 or 8-9's of reliability. Yes,
telecomis inportant in making sure your servers are
running, all that is absolutely mssion critical, but as we
all know, energy is kind of the primary input to so many of

our industries, and if that is not there, you cannot do
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anything else. So, just |like we tal ked about, 5-9’s in
telecom | hear utility people tal king about 7-8-9’s
reliability. And frankly, these young conpanies are just
unfit at this point to be able to provide that type of
reliability. As a result, the |ack of performance history
conmpounds the problem and what happens is, we see a need
fromthese conpanies to go beyond the venture capital
capacity to finance them but do not have the perfornance
history that is necessary to access | ower cost debt
financing. And I know a nunmber of ny coll eagues tal ked
about this prior to this panel, so |l wll not dwell on it,
but — we can nove on to the next slide, as well — the
problemis that, after the early stage research and
devel opnment funding, after the pilot testing and
denonstration finance testing, we are tal king about a gap
yet again that is sonmewhat distinct fromdenonstration. It
is the first commercial build-out, whether it is for a
project or for a manufacturing facility, how do we go from
hundreds of gallons to pilot and denonstrate that the
t echnol ogy works, or tens of nmegawatts of power to mllions
of gallons and thousands of negawatts of power, how do we do
that in a way that is cost effective and can be financed by
the traditional players? So, there is a gap there between
nunber of dollars needed with people that have risk

appetite, and performance history with people that have nore
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dollars, but less risk appetite. And that is the first
commercial project gap that | think also applies not just,
again, to the renewabl e generation projects, but to
manuf acturing, as well.

And we are tal ki ng about not just increnental
technol ogy here, but it is really evolutionary and
di sruptive technol ogy, and we believe at Cal CEF that al
three of these are needed. W need increnental technol ogy,
we need to go from you know, a better — | like using the
typewiter exanple because at one point in the United
States, there were 52 typewiter conpanies, and now | do not
think there are any. Wat happened? Well, they were
increnental ly inmproved by addi ng going from nechanical to
addi ng correction tape and things |like this, that was
increnmental, and then evol utionary technol ogy cane al ong and
we went from manual to electric, but then we had a
di sruptive technol ogy, and that was word processing and
software and printer technol ogy, which totally obviated the
need for manual typewiters or electric typewiters. So, we
believe that this type of technology disruption is, in fact,
happeni ng today in the market for clean energy, and nore of
those are necessary if we are going to neet our goals in the
tinme periods that we have set for oursel ves.

So, | want to focus on a nessage that, again, sone

of ny coll eagues at SARTA and Silicon Valley Leadership
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G oup tal ked about a little bit earlier on today, and that
is really a focus on demand. Very often, Silicon Valley in
t he past, say, 10-20 years, has been quite successful by
creating technologies in search for a problem and | would
argue that, again, for the sake of expediency, we need to
focus on demand first, and demand should be driving the
i nnovation. Policy helps with that, absolutely, and has
been doing a great job in many respects, but we need to
understand the | arge problens that these large emtters and
| arge energy users need to solve to neet their conpliance
goals, to neet their cost reduction goals, and what
technol ogi es are either avail able now, or need to be
devel oped in order to help them neet those goals. And so,
accordingly, different pieces of the financing continuum
whi ch Larry just tal ked about, need to match up to those
stages of developnent. And | have added just a small matrix
here to tal k about the stage of technol ogy readi ness, but
al so the stage of market interest, and we need to be
focusi ng our scare resources in the near termon those
technol ogi es that are ready to depl oy and accel erate
depl oynment, and we need to do that by focusing on those
technol ogies that are interesting to the market now and are
ready to depl oy.

Lastly, I will just add that, in order to help do

this, | think the conplenentary regi nen of policies and
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public policy support, in general, really need to take the
formof kind of three pieces, and nunber one is,
under st andi ng the nuance and the subtleties and the
differences that are needed at every stage of technol ogy
devel opnment, so when we tal k about denonstration financing,
under st andi ng how and why that is different fromfirst
commerci al project financing, how and why that is different
fromseed stage financing, how and why that is different
fromscaling an existing operation or why evolutionary
technology is different fromincrenmental technol ogy, and how
that can be of help in the marketplace; 2) is streamnining
our regulatory regines so that, when we inplenent a great
policy, on one hand, we are not encunbered by bureaucratic
norass, on the other hand, so, understanding what is the
i nterplay between existing and suggested policies in the
future and really trying to streamnmline those processes for
busi nesses, to help them both conply, but also to neet our
broader policy and societal goals; and then, last, but not
| east, | would say a trenmendous opportunity to hel p get sone
of these solutions into the marketplace is to utilize
procurenent regi nes, both of government, utilities, and
| arge corporation, which, when it conmes to procurenment
practices, often |ook |ike one another, and clear
comuni cation, and if anyone has gone through this process

before, they know how difficult, how confusing, how
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bureaucratic it can be, again, helping to nake that nore
clear, hel ping expedite it, helping clear pathways is going
to be very very useful, and enable to make procurenent a
real benefit to accelerating the adoption of these
technologies in the near term So, that concludes ny
comments. Thank you very rmuch

CHAI RVAN DOUGLAS: Wel |, thank you very nuch. And |
t hi nk what we would like to do is hear from everybody on the
panel , and then have questions and panel discussion. So,

t hank you, and, Larry, let’s see who is next.

MR, RILLERA: Next, we have N ni Redway, the Deputy
Director with the State Treasurer’s Ofice.

M5. REDWAY: Hi, this is N ni Redway, Deputy
Treasurer. Thank you for inviting nme. And we can go to the
next slide because | know who | am M/ presentation is not
nearly as thought provoking as Paul’s was, it is nuch nore
pragmatic and sort of focused on things that the Treasurer’s
Ofice is doing currently with financing, which probably is
and typical of the state, we tend not to be the |eaders in
this area, but nore sort of just inplenmenting prograns that
we are confortable with. | have listed up here sone of the
financing authorities that the state participates in and
there are a nunber of them there is the California
Al ternative Energy and Advanced Transportation Fi nancing

Aut hority, which is the | ongest named authority in the
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world, | believe, but it is becomng fanmous now for the
sal es tax exclusion, CAEATFA. There is also a Pollution
Control Financing Authority and Industrial Devel opnment Bond
Fi nancing Authority, the Debt Limt Allocation Commttee,
whi ch gives out federal private activity funds, and then the
| -Bank is down there and I know Roma is going to tal k about
that further. W can go to the next slide.

The typical types of financial products that we
currently provide are Tax-Exenpt Bond Financing. There are
Tax Credit Bonds that were provided under ARRA and | think
Roma will go into those nore. MW only comment is that |
have noticed in the |ast year that we are now seeing a fair
anount of biofuels and solar conme through these traditiona
fi nanci ng nechani sns, which is new W are having to adjust
sone of the credit rating or credit enhancenent that we
woul d use, whether they are A-rated or B-rated, but they are
begi nning to come through these nore traditional financing
tools, which is, | think, a positive sign.

Anot her programor a tool that we have is a Cal CAP
program which provides a | oan | oss guarantee, so when banks
provide a loan to small businesses, the state puts up sone
money to make the banks nore willing to provide | oans. W
have been trying to encourage green to cone through those,
but I amnot sure yet, and we are working with the Energy

Comm ssion on a new programthere through your 118 program
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so hopefully that will be successful.

And then last, and this is what | amactually going
to spend the nost tinme on, is the Sal es Tax Excl usion
because | think that is a new program and people are
probably curious about that, so | think we can skip two
slides. So, the sales tax exclusive, SB 71 passed in Mrch
or April, | cannot renenber, and it provides a CAEATFA
authority to give out a sales tax exclusion to green
manuf acturers. And we are working on a very expedited
tinmeline, we hope to nake the first awards in Novenber or
Decenber. W are having our next public workshop on August
2" and Draft Regul ations will be published next week, we
believe. Qur general approach is to try to create a
predi ctable, fair and transparent process, we even hope to
have a nodel on the Wb that you can put your information in
and kind of see whether you are likely to qualify or not, so
we are trying to do the very reverse of what we heard
conpl ai ned about at DOE, so people wll know up front
whet her they are likely to get the exclusion. | expect that
the program — people will be able to cone in nonthly and
apply, and within 60 days get an award or not, so there wll
not be once a year, or twice a year, you will be able to
cone in on a regular basis. There is one — there are a
couple of statutory limtations, and one is that the

| egislation did set a soft cap of $100 million, so every
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time we nake a sales tax award, there is a loss to the
CGeneral Fund. It is not a hard cap, we can go over it, but
| think it was a pretty clear indication they would |ike us
to stick within about $100 nmillion. W can go to the next
slide. The two requirenents under the statute, one is a
t hreshol d requirenent which is you have to be a qualified
project, as defined in the statute, the second is you wll
have to go through a net benefit test, the statute
essentially asks the CAEATFA eval uate that the net benefit
to the state outwei ghed the dollar anpunt that we were
giving away on the sales tax. W can go to the next slide.

So, a qualified project, that is the statutory
definition, and if you can understand it, you are a better
| awyer than | am But, no, it is essentially anything that
you purchase that you would pay sales tax on currently, if
you are manufacturing either an advanced transportation
technology, or a — we call it an alternative source
renewabl e power system The issue that has cone up there is
that we believe the intent of the legislation was to limt
the sales tax exclusion to fol ks manufacturing conponent
parts of either an advanced transportation systemor a
renewabl e power system there are sonme who are argui ng that
we should be allowing in the purchase of equi pnent for the
manuf acture of a solar or wind power plant, itself, that is

generating electricity. That will drive the cost of the
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program up exponentially, very quickly. So that is an issue
that is out there. | hope it will get resolved in the next
coupl e of weeks. W can go to the next slide.

This is the net benefit test portion of the statute.
And the statute is witten that we are sinply supposed to
eval uate the net benefit of the program Qur current
approach is there will be a sort of financial net benefit
test that is done just based on the dollar loss fromthe
sal es tax exclusion, conpared to the benefit to the state in
additional taxes and jobs. W w | also be |Iooking at
envi ronnment al benefits, greenhouse gas reductions, other
pol l uti on reduction, new jobs, so | would encourage
interested parties to | ook at our regulations closely. |
think we are currently proposing to adopt a m ni mum
t hreshol d score, so you do have to have a m ni mum benefit to
the state before you would qualify. So, that is a short
summary of SB 71, and | amgoing to |leave it there and if
peopl e have questions, | would be happy to answer them

MR. RILLERA: Geat, thank you, Nini. Next is M ke
Rizzo with Five Star Bank.

MR. Rl ZZzO Thank you. Hello, hello. M nane is
M ke Rizzo with Five Star Bank. W are a community bank
here in Sacranento. A little bit about us real quick. W
are a comercial real estate and a business bank w th about

al nost $400 mllion in assets. W have been around for the
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| ast ten years. What we have tried to do in the last five
years or so is to becone nore involved in the technol ogy
conpani es throughout the region of Sacranento, as opposed to
just comercial real estate, and as opposed to nore
traditional business banking. So, with that, it has |led us
to sonme projects that we have done in clean energy, as well
as other technol ogies. But sone of the things that | wanted
to quickly talk about, and | do not have a presentation, per
se, froma slide point of view, but sone of the issues that
| have seen come up, and we are tal king about an industry, |
think as a couple of people said the word “bankable,” and |
think what they are really tal king about is an industry —
and | was not here this norning — but an industry that is in
its infancy and is not exactly profitable at the nonent, so
bankability becones an issue. Bankability, to ne, neans
that a conpany has a sustainable revenue source and is able
to generate profits to pay back | oans, and peopl e sonetines
forget that lending is of the deposits that you put into
your bank, and so we kind of have a fiduciary responsibility
to make sure we make good | oans, that got |ost.

So, with that in mnd, | think there are kind of two
different things here, | would want to tal k about project
finance and then al so about business | ending to actual
conpani es, thenselves. Wth project finance, the issues

that I have seen are, in general, if you are tal king about
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manuf acturing of insulation of, say, a solar plant or a
solar installation, generally the rates that are required on
these types of projects have to be fixed at a extraordinary
low interest rate over a very extended tineframe. So, by
definition, it is not very profitable and the interest rate
risk for the bank is just unacceptable. And so, that kills
the deal right there. And | think that all is because of
the costs involved of the projects, thenselves. Secondly,
the costs, a lot of those costs that are involved have to do
with installation costs, not necessarily the manufacturing
costs or conponent costs. And froma collatera
perspective, froma bank, you know, you cannot collateralize
the labor. And so if you wanted to take a -- have to go
back and repossess, we have never had to do that, but the
t hought of having to repossess a solar farm or even the
sol ar on sonebody’s hone is sonething I do not think would
ever happen, 1) because you would not want to do it, there
could be sone — you may get shot, who knows? Maybe worse
than having to do a car repo and, secondly, because of those
costs of labor, you know, your collateral value is probably
not even enough to nmake it worthwhile. So there are just
these uncertainties within the industry that make conpani es
or these projects hard to bank, not to say we have not done
it because we have. Every once in a while, we cone across a

deal that does have sone decent RO and we are able to nake
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it work.

Bond financing — nost of these deals are being done
wi th bond financing, not bank debt financing. M concern
with that is, in the comng years, and this is not to be — |
amsorry to be so downtrodden here, but these are ny
concerns — generally, | ama pretty optimstic kind of guy,
but bond financing, | think, in general, and | am concerned
that the rates on bonds are going to increase significantly
in the comng years, as nore and nore debt is issued, and
not just here in the United States, but throughout the
world, and it becones nuch nore conpetitive to get bond
financi ng, which neans that those bond rates are going to go
up to help attract investor dollars, so that you are going
to run across the sane types of problens when you finance a
solar project, and | amusing solar as an exanple, because,
you know, again, they need very lowrates and long termtype
financing, so that is an issue that | amreally concerned
about. And of course, there is always the issue of bringing
in the equity partners, and | think because it is such a
young industry that equity is hard to cone by, very hard to
conme by, and there is a |ot of concerns on investors’ parts
for investing in projects, they are not quite sure how the
cash flows are going to work, cone to them how the
investnment credits are going to flow back to them how the

accel erated appreciation is going to work, so there is a |ot
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of uncertainty and it is making conpanies — they are having
a hard time bringing in equity investors.

So, that is that. And then, froma small business
perspective, financing of small businesses in the clean
energy realm again, the risk froma bank’ s perspective is
that bankability risk, immture type of a industry, we do
have plenty of conpanies that are in the industry, but it
seens that nost of them have been in it for quite a |ong
time, or have had a | ot of expertise doing it. Brand new
conpani es, there have been pretty few and far between, |
think that is there for the venture capitalists to try and
hel p al ong.

But one of the things | really wanted to hit on here
was, from a bank’ s perspective, because this is such an
immature industry and there is a lot of uncertainty, the
SBA-7A, | think, becomes — the SBA-7A Cuarantee Loan —
beconmes a viable kind of option for a |ot of conpanies, but
t here has been sone issues with that and what | would |ike
to do is kind of discuss those with you from our perspective
and froma borrower’s perspective, and hope that nmaybe, |
mean, you are not directly responsible for that, but have
sonme influence, hopefully. So, the SBA-7A is a good way to
hel p a bank nmake a decision to | end noney to a conpany, and
t here have been periods of tinme where the guarantee to the

bank fromthe SBA has been increased significantly so that
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it helps the bank nmake a decision to give out noney, in
essence, it lowers the exposure for the bank. And that is
great, it is good for the bank, and it is good for the
conpanies, and it hel ps them devel op technol ogi es and
continue on and be successful. And then, in addition, they
have elimnated the fees to those conpanies, so that has
al so nade a huge inpact on the applications received for SBA
financing. But the problem has been that that program has
been on again, off again, on again, off again, so what has
happened is there have been huge spikes in the SBA when the
programis on, and then big drop-offs when it is off, and
that is because banks are waiting for it to be reinstituted,
so they say, “Why am | going to nake a | oan today when | can
get a better guarantee next nonth, or the nonth after?” And
borrowers are doing the sanme thing because they are saying,
“Wy am | going to pay a 3 percent prem um and have al
t hese ot her cunbersone effects on ne when | can just wait
another nonth and | can have those fees elimnated?” So |
think sone continuity in that programwould be very very
beneficial. And so that is what | want to say about 7A.

Then, | have been told recently that the CEC has a
program for banks to hel p guarantee sonme noney for | oans
that are bank | oans, not grants, or the $30 million that
Larry was tal king about earlier. And | guess ny comrent on

that is that sounds |like a great program however, | have
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never heard of it and I amvery invol ved, especially in this
area, inthis region within this area of clean tech, and |
guess that is the problem So, that is what | wanted to
tal k about there. So | think that is the extent of ny
comment s.

CHAI RVAN DOUG.AS: Al right, thank you. No, that
was really helpful. | just wanted to junp in on your one
question and then we will go on, and that is that | do not
believe we do — | think the | oan guarantee program you m ght
be tal king about is the $50 mllion that went to the
Treasurer’s O fice to guarantee PACE | oans.

MR. R ZZzO Maybe, yeah, PACE is obviously — | was
going to bring that up, but Larry told nme it is probably not
a good idea because, you know, | would really kil
everybody. But, yeah, that is obviously a big huge
i nfl uence on the uncertainty of these people, |ots of
contractors out there have gotten into this industry so that
they can, with the anticipation of an increased market, but
that nmarket is going away, it sounds |like, and that is going
to put a |lot of people out of business.

CHAI RVAN DOUG.AS: Right, well, we have hope for
t hat mar ket .

MR, R ZZO Ch, | hope so.

CHAI RVAN DOUGLAS: W understand that was obviously

a big step back. Gkay, Larry, let’s keep going. Thank you.
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MR. RILLERA: Thank you, Mke. Next is Roma
Christia Plant with the California Infrastructure and
Econom ¢ Devel opnent Bank.

M5. CHRI SI A- PLANT: Thank you, Larry. | am Roma
am the Assistant Executive Director of the California
I nfrastructure and Econom c Devel opnent Bank, and | wanted
to thank the Comm ssion and Larry for the opportunity to
cone here today and tell you a little bit out the |I-Bank and
a programthat we have that directly assists manufacturing
busi nesses. Next slide, thank you.

The California Infrastructure and Econom c
Devel opment Bank, also a very |ong nanme, and we often go by
I nfrastructure Bank or |-Bank, even though we have “Bank” in
our name, we are not a state bank as you and | would know a
bank, we are a California financing authority that is housed
in the Business Transportation and Housi ng Agency, and we
fi nance econom c devel opnent facilities and public
devel opnment facilities throughout the state. But we do have
one particular programthat directly targets manufacturing
busi nesses that you might be interested serving and that is
call ed an Industrial Devel opnment Revenue Bond Program  Next
slide. W abbreviate that as an 1DB, Industrial Devel opnent
Bond. The program provi des tax exenpt bond financing up to
$10 million for qualified privately owned manufacturing

busi nesses and processing conpanies to provide the funding
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for construction acquisition of facilities and equi pnent.
And this programis a function of the Internal Revenue Code,
it is one of the many conduit bond progranms that the IRS
has. And one of the things is that we are one of the many
i ssuers of Industrial Devel opnent Bonds, or |DBs, throughout
the state. And IDBs are there to encourage relocations, not
necessarily within a state, but fromstate to state, we |ike
to encourage folks to conme to California, but also
expansi ons of conpanies for the purpose of creating jobs and
ot her tax benefits for the community. W are the only state
i ssuer of Industrial Devel opnent Bonds, but we do work
closely with the Treasurer’s Ofice to inplenent the variety
of programs that are out there, Tax-Exenpt Bond Fi nancing
Prograns. A |lot of people do not know what an IDB is and it
is actually a loan to a conpany to build or buy their
facilities, land, and equi pnment, and the I-Bank is actually
the conduit. W have the authority to issue those bonds and
we have the access to the public capital markets. W sel
the bonds in the public capital markets and then we turn
around and | oan the funding to the manufacturing conpany,
and the manufacturing conpany is the one that agrees to
repay the financing. And in order to do that, manufacturing
conpani es need a secondary source of repaynent, and right
now that is a Letter of Credit, and our friend over here,

t he banker knows, Letters of Credits are often hard to conme
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by in today’'s market, but they are there, and we are doing
sonme I ndustrial Devel opnent Bonds throughout the state. And
| ndustrial Devel opnment Bonds are here to serve a slice of
t he manuf acturing business pie, they are not here to serve
everybody, they are not appropriate typically for projects
less than $2 nmillion, they are not appropriate for start-up
busi nesses, and you cannot use the funding for working
capital, so these are funds available for the hard costs of
a particul ar business. Next slide.

There are several benefits to Industrial Devel opnent
Bonds, and this is a bankabl e business that can have access
to a Letter of Credit, but because of the Internal Revenue
Code requirenent, they can al so have access to Tax- Exenpt
Bond Fi nanci ng, and that can be at costs | ower than
conventional financing, up from 20-30 percent |ower, and
that allows additional funding for that manufacturing
busi ness to expand nore, hire nore people, grow faster, and
do what they do. Sonetinmes the financing can be |onger term
t han conventional financing, often times up to 30 years, and
it can provide funding for construction, take-out financing,
| and buil ding, and equi pnment. And we have had many
borrowers borrow I DB funding for energy retrofits to their
bui | di ngs, solar and other kind of capital inprovenents that
reduced energy costs. The Bonds can be assumabl e and often

times there is no pre-paynent penalty. | amreally short

Cdifornia Reporting, LLC
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

166
here and very specific, just like Nini. Here is a picture,
nice pretty picture on the very |ast page here, of sone of
the projects that we have done, but | did want to point out
in the top mddle there, iWrks — we issued Bonds for iWrks
and they are a manufacturer of energy efficiency lighting
equi pnent, and then our Board al so approved financing in
April for a Pennsylvania conpany to expand their
manuf acturi ng business into Fontana, California, Solar
At nosphere. They are a netal coating type business, but
there i s sonmebody noving into California on occasion, and we
were able to assist themwth that. But that is the program
that we have that directly assists manufacturing businesses.
We al so have prograns that finance infrastructure that could
support manufacturing businesses, as well as we issue Tax-
Exenpt Bonds for a variety of non-profit entities, and nore
information can be found at the Web address on the | ast
sl i de.

COMM SSI ONER EGGERT: So, what was the project at
Bonni e Dune, just out of curiosity? | was just down there
havi ng sone wi ne tasting, so —

M5. CHRI SI A- PLANT: You know, that was before ny
time, so | do not know, but | do know they were a winery, so
sonme kind of probably bottling manufacturing process.

COW SSI ONER EGGERT: They have a wonder f ul

Zinfandel if you ever get down there. Let’s see, | think
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respondi ng, sone of themare directed and this first one is
for Paul Frankel. You had tal ked about one of the biggest
chal | enges was noving towards that first commrerci al
facility, which has a fairly large capital requirenent for
i nvestnment as being a significant challenge, so | guess |
not sure if | caught sort of what is the best role for
governnment in that phase, and what instrunents can be used
to, | nean, given the |large amount of noney that is

requi red, how can we use sort of a our scare public
resources to | everage other dollars for that particular
phase?

MR. FRANKEL: Good question. And a nunber of the
prograns that have been di scussed throughout the day here
are certainly very hel pful. Wat happens is, often tines
t hese conpani es, when they are building their first
commercial manufacturing facility, are ineligible for sone
of these prograns and they do not qualify because they do
not have the performance history, because they do not have
the credit quality, because they do not have the custoner
base that they would need in order to do so. And so, |
think often tines, although some of these existing concepts

are quite beneficial to the nore established busi nesses, we

need very simlar prograns that have different qualification
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— | guess different qualifications, different thresholds for
al l owi ng conpanies to participate, different risk
thresholds. And so, certainly |oan guarantees, certainly
direct | oans, certainly tax prograns, certainly Enterprise
Zone prograns, there are a whole host that are very hel pful,
the question is, you know, are they going to be helpful to
t he busi nesses that we need to help get a foothold in the
mar ket pl ace, and so many of these sanme nechanisns, | think
can be very effective if the threshold for risk is | owered
somewhat. And so the question is how do you then eat that
risk? Do you accept it as given? Do you create sone
backstop for that through sonme other governnent facility, or
t hrough sone participation with private financing
organi zations? Are there insurance products? So, | think a
nunber of us in the industry have had, and continue to have,
ongoi ng di scussi ons about what are the opportunities for
private public financing partnerships, or purely public, or
purely private financing options. And | think the sane
question arises al nost every tinme, which is, yes, we could
do this, but you have sone exposed risk that people are not
confortable taking. And so the question is |ess about how
to finance sone of these businesses directly, but nore about
this secondary question about what is the appetite for risk
and how do we mitigate that, and through what neans.

COW SSI ONER EGGERT:  So, | guess | would invite M.
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Ri zzo, do you have any thoughts on that?

MR RIZZO No, | think it is exactly right. They
al ways seem so sinple froma structural standpoint, but then
it is the nuances that seemto get in the way in the
details. And at the end of the day, it is the guys that are
putting their noney into an investnent and they have to
wei gh that investnent agai nst other investnments that they
could put it in, and because it is so uncertain, they often
ti mes back away, and that has been ny experience.

COW SSI ONER EGCGERT: And you had nentioned an SBA-
7A, and | guess it is a back |loan instrunent?

MR. R ZZO Yeah, so if you are not famliar, it is
simlar, | mean, | think Cal CAP, which N ni just discussed,
isalittle bit Iike an SBA, but an SBA-7A loan is the | oan
that the bank I ends the noney to the borrower, but then the
SBA, the Small| Business Adm nistration, part of the federal
government, guarantees a portion of that, so that if that
| oan goes bad, the borrowis not able to pay us back, the
governnment will then step in and pay us a percentage back of
that. That is where — that percentage had been rai sed, and
t hen | owered back down, and raised, and has been doing this,
and there is no continuity init, and so it has created this
big like —

COW SSI ONER EGCGERT: Is the percentage fixed? O
isit —
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MR, RIZZO No, it can be anywhere between 50-90
percent, usually 50-75. What they did is they raised it to
90 percent guaranteed, so it is very significant. But then
there is also this — nobody really tal ks about it, but there
is this thought out there, nobody has had to collect on one
of those | oans yet, that | know of, and there is a little
bit of a concern that, even at 90 percent guaranteed by the
governnent to a bank, the bank still has the concern of, “If
| did not cross every T and dot every |, aml really going
to get a 90 percent guarantee?” And that |ingers out there,
so there is a bit of hesitancy because of that, too.

COMW SSI ONER EGGERT: So, specifically on certainty
about whet her or not the paynent -

MR RIZZO It has not really been tested too often,
so we wll see what happens, but it will, no doubt about it.

MR, FRANKEL: Comm ssioner, | would like to just add
one nore comment if | could on your previous question. And
| mentioned in ny prepared remarks about the role for
governnment procurenent, and | would like to add that to the
list of what governnment can do. Certainly, if there is an
opportunity for government agencies or affiliated entities
to make it easier for themto buy products fromthese early
stage conpanies with a | ack of performance history, the
presence of a |large custoner that wants to put in big

orders, that has an excellent credit quality, that is going
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to make a big difference to a lender. And so any
opportunity to do that, both in terns of the appetite for
usi ng those types of products and making it easier to
participate in the procurenent process, are going to be very
hel pful to these younger conpani es.

MR. Rl ZZO  Absol utely.

COW SSI ONER EGCGERT: For that to be useful, does
the procurenent need to be tied to the specific conpany? O

could it be sort of, “W're going to purchase X negawatts of

MR. FRANKEL: It needs to be tied to the specific
conpany. Yeah, and certainly, I wll say things Iike the
Power Purchase Agreenent Programthrough the PUC and the
| QUs, very hel pful, necessary, but not sufficient in the
case of these first commercial projects, or manufacturing,
or renewabl e generation, in either case.

COW SSI ONER EGCGERT: kay, that was very hel pful.
A coupl e nore questions. You know, | think we are nmaking
t hese investnments because they have the potential for social
or public benefits, and that the private market is not
properly accounting for those benefits; otherwise, if these
were conpletely safe investnents, we would not need to be a
party. And | guess this is a question relating to howto
properly account for those benefits in evaluating an

i nvestnment portfolio, and to what extent that plays into — |
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guess | would | ook also to the parties that are involved in
the financing side — how that plays in your decisions about
what tinmes of investnments you are | ooking to make.

MR R zZzO Well, | think it does play into a — it
plays a role for us, at least, we created what we call the
New Green Capital Account, which is basically a deposit
account, we will call it a fund, wthin Five Star Bank, and
basically it was a fund where all the noney that we
coll ected as deposits, we would | end back out for clean
energy type projects, and we continue to do that. So, for
us, finding clean energy projects is kind of a priority,

t hat being one of the reasons. And | guess, you know, |
guess it is a mndset nore than anything. | do not know, |
do not think it will ever have everybody on board, but often
times | think that business people, they are not so, you
know, carbon credits, and environnent, let’s talk maybe nore
about national security and stuff |ike that, which is a
little bit nore hard hitting to them would be nore
beneficial. | always kind of felt Iike that was the case
and | never ever hear anybody really talk about that, so..
And froma marketing standpoi nt, sonebody nentioned that

mar keting is, you know, there is a |lot of noise out there
and will admt that a lot of it is marketing for us, and
hopi ng that we can generate nore business, being green

conscious, | guess, is the term
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M5. REDWAY: | would just add that | think that
government has probably a larger role in that than private
sector because we do not have sharehol ders we have to pay
of f, we have taxpayers that we have to be aware of, but it
is the governing bodies that have to determ ne that they can
provi de a certain amount of funds, so | think the sales tax
exclusion is an exanple of that, they are having us do a net
benefit test that includes environnmental benefits, and we
are trying to set sonme kind of nodel for that, but the
government is, in effect, giving away tax dollars to buy
environment al benefit back, which a sharehol der woul d not
probably want that return on investnent, they are going to
want to have cash

MR RIZZzO It is hard cash.

M5. REDWAY: Yeah.

MR Rl ZZzO  Cash on cash.

M5. REDWAY: So | think governnent has a bigger role
there than the private sector.

COMWM SSI ONER EGGERT:  And | would definitely agree.
Then, ny last question is — oh, sorry, go ahead.

M5. CHRI SI A-PLANT: | just wanted to briefly add on
to what Nini had just said. | do believe that governnent
has a role to play in figuring out what the benefits are,
and often tine, it may cone down to figuring out what the

m ni mum t hreshol d benefits are before you have the
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expendi ture of governnent funds, and that does not al ways
happen in all governnent prograns. And it takes a |ot of
t hought and sonmetines it is hard to find that |ine above
whi ch you feel there is sufficient benefits, whatever those
m ght be, and bel ow which you feel that there are
insufficient benefits in order to spend those governnent
dollars. So, sonething to kind of consider when you are
t hi nki ng about benefits and neasuring them which is hard
enough, and then trying to set a threshold on top of that.

COW SSI ONER EGCGERT: Thank you. This |ast question
was actually triggered by a conment froma previous paneli st
who was commenting about |eveling the playing field on
battery manufacturing, given the fact that we did not
receive, or received very little, if any, of the Federa
Stinmulus in that particular category. How do we avoid
unnecessarily di sadvant agi ng those conpani es who do not
receive this financial assistance from governnment, either
because they did not bother to apply, or perhaps they were
slightly belowthe line in ternms of the scoring criteria.
And this mght be a rhetorical question, but I would be
curious if anybody has any thoughts on it.

MR. R ZZzO What was the question you said, again?

COMM SSI ONER EGGERT: So, we are nmeking a deci sion
because of the public and societal benefits that will accrue

fromthese investnents, that we are picking a particular
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conpany to either provide a grant or a loan. Qbviously
there are other conpanies that will not receive that grant
or that loan. And | amjust wondering how we should sort of
t hi nk about that, or account for that in our strategic
deci si ons.

MR RIZZO | do not know. \Wat do you have to say,
Paul ?

MR. FRANKEL: It is a good question. Qoviously, the
best conpany is that which does not need any sort of non-
di luted financing and can finance, thenselves, even w thout
any equity investnent, and just sell the custoners. | nean,
i f any conpany had the choice of either, you know, not going
public, not taking venture capital, and just servicing their
custoner need and being able to finance that through cash
flow and transactions, | think that is the preferred way to
grow any conpany, so backing away fromthat, yes, it seens
| i ke the pendul um has swung in the other direction, and now
there is this task and endorsenent that if you get financing
fromsone sort of governnment program that neans there is
sone i nherent benefit to one technol ogy, or one conpany over
another, | think any clear thinker would understand that is
not necessarily the case, and really what you need to do is
eval uate a conpany on its nerits, both froma financial
perspective, the market opportunity, the managenent team

and so forth, as a regular prudent investor would do.
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COW SSI ONER EGGERT: And actually, you just
triggered one nore question, if the Chairman will all ow
And that is, how do we best take advantage of the expertise
in the private sector in nmaking these strategic decisions?
And | know Cal CEF has done sone thinking about this and |
know there are other nodels out there. You know, how do we
get that input in designing our prograns?

MR. FRANKEL: Well, certainly foruns |ike this are
very inportant and | think there is no shortcuts when it
conmes to things like this, so being able to work cl osely
with staff, being able to have an open dialogue and really a
non-j udgnment al di al ogue about what is in the best interest
of the priorities that we set for ourselves is the way that
we need to approach these questions. It is a question of
priorities; it is a question of values. Cbviously, there
are | ots of stakehol ders here and we want transparency,
consi stency, nessaging, all of those things are extrenely
inportant. And engaging in a vigorous and fair debate about
those things is, in ny opinion, the best way to do it.

Al so, | ooking at historical exanples, seeing what has worked
and trying to use best practices going forward are al

things that | think would be beneficial in pursuit of al
these goals. So, a little bit vague, but | amtrying to be
as honest as | can here.

COW SSI ONER EGCGERT: | realize the question was
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rather broad, as well. So, thank you.

M5. CHRISI A-PLANT: | just wanted to add a little
bit to that answer and that is that the government’s
resources are finite and, even if you choose to serve a
particul ar sector, often tines there is no way that
government can assist all applicants com ng through, or
maybe sone that do not ever cone through. But one of the
things you can be is a resource for all types of businesses
or entities that you intend to serve, so if it is soneone
that falls below the |ine and they are not funded, if you
have at |east the information available to access other
resources, or other nethods or nechani sns to obtaining
fi nanci ng, or whatever, technical assistance, or whatever
t hat busi ness needs, then you are being a resource to the
constituents that you serve.

M5. REDWAY: | would just add to Comm ssi oner
Eggert’s question on how to take advantage of their
expertise, which is | would try to design products where the
traditional financiers are going in alongside of you, so
that you are working with themas a partner on the
transactions and the financial products, and then you are
not just benefitting fromtheir expertise, but they are
putting risk in with you, and you know they are underwriting
the deal to the best of their ability, which that is the

best expertise you can get fromthem because they do that
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much better than we do.

CHAI RVAN DOUG.AS: Nini, when you spoke, and you
spoke obviously after Paul Frankel, who provided a | ot of
i deas about sort of theories in terns of how we could think
about differentiating between conpanies and differentiating
between different stages of their devel opnment, and so on,
and you said, well, froma governnent perspective, we are
just tal king about what we are adm nistering, and |
enpathi zed wth that i medi ately because that is, | think, a
| ot of how we felt putting this programtogether, and
particularly under the tineline that we had to deal with
with the Stinmulus Act, it was not about making sure that we
had a detailed theory behind what we were doing, it was
about, you know, can we put a programtogether that nakes
sense in the tineline, admnister it, get to goal on it, and
then, you know, let’s learn fromit and let’'s reassess,
let’s decide if we would do thing differently the next tine
around. And so, now that we are at that stage, | guess the
guestion | want to ask the panel is whether, with the
benefit of reflection and sone tine before we get to Stage 2
in this program is there a higher |everage approach? 1Is
there a different way that we m ght go about this, that
coul d benefit nore conpanies, that could have broader
rangi ng benefits, whether it is working with the private

sector and trying to deal with this risk delta, or sone
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ot her approach beyond just having a conpetitive
solicitation, where we try to provide low interest |oans to
as many conpani es as the noney reaches. And it is a
guestion you cannot answer today, it is a question that you
can think about and give us your insights later, but that is
very much on our mnds now that we are close to the end of
the first sprint, and we are starting to think about how to
go forward afterwards. | have stunped the panel

MR. RIZZO | thought we were going to answer it
| ater.

MR. FRANKEL: Don’'t |ook at ne.

MR RIZZO | think that Nini said it, | think going
out directly to conpanies is one way to try to inplenent
your program but the other way is to partner with the
organi zations that are also involved wth these conpani es,
such as the banks and the VCs, and everybody el se, the
| awyers, it is the same way that, you know, we all kind of
mar ket our own busi nesses, through a network of people that
are involved in the sane echosystem|[sic], for lack of a
better word. So, | nean, that would be ny answer. And so
it is these kinds of foruns, probably, that are hel pful.

M5. REDWAY: You woul d probably | everage your
dol l ars better because they will put noney al ongside of it.
The one piece | do not know that | feel like, as we do at

the Treasurer’s Ofice our little prograns, is | never quite
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understand the | ayers of public benefit that a conpany is
getting, and you nentioned that the conmercial, you know, we
hel p at research stages, there are different funds that cone
in at different points, and I do not know if there is a way
for governnment to do a better job of understanding — | do
not even really know the question, but it just seens |ike
there is always another place to throw noney, and we do, and
| amnot sure that is the best thing. | nean, maybe if
sonebody cannot get warranty guarantees, or whatever, maybe
there is a reason they cannot, and they should not be in
there. But | do not know that governnent knows the answer
to that, so | do not know how we shoul d be assessing the
totality of the subsidies that we are giving a conpany. But
| think that sone of you in the financial world do better
under stand t hat.

MR R ZZO Well, there are a |ot of organizations
out there that try to nmentor along conpani es, both start-up
conpani es and conpani es that are much further along, and you
know, those are the organi zations that | think would be
beneficial for the CEC to partner with. | nmean, | can think
of one who was on the panel earlier, which | amalso a part
of, which is SARTA. They have got a | ot of prograns to help
cl ean energy conpanies and just, you know, becone a part of
that and there are other organizations throughout the state

that do simlar things. | mean, they have already kind of
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got the ball started, actually very nuch so, so..

MR. FRANKEL: | would say let’s not forget the
policy aspect, | nmean, let’s set the rules of the gane
right, let’s understand what the goals and the priorities
are, and let’s point everyone in the right direction so we
can acconplish those goals in a neaningful period of tineg,
and we can have both the econom c and the environnmental and
ot her societal benefits accrue as quickly as possible. So,
bei ng cl ear and consistent on those, you hear that all the
time, | amsure. The other question is not picking
t echnol ogy wi nners, so how do you do that, right? Because |
think in this | ast phase, we had a program for sol ar
thermal, we had a programfor PV, we had a program for
energy storage, so on and so forth, and so | am not saying
any of those are going to dom nate the marketplace, and, in
fact, we believe there is a role for many of those
technol ogi es, the question is, again, starting with the
probl em how do you get there in the tinmefranme that we have
al l owed for ourselves. And | think engaging in that
di scussi on about policy goals, reaching them and then
all owing a thousand flowers to bloom how do you incent that
ina fair, transparent, and even way across the marketpl ace?
That woul d probably be a good di scussion to have, and we
certainly would be willing to engage in that.

CHAI RVAN DOUGLAS: Al right, well, I would like to
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t hank the panel very much for being here, for your great
i deas, and for indulging us in our late schedule. It has
been very hel pful to us, so thank you very nuch.

MR. RILLERA: Thank you, everyone. The next pane
will be the governnent perspective panel. Okay, the first
speaker will be Brook Taylor with the Governor’'s O fice of
Econom ¢ Devel opnent.

MR. TAYLOR: Thank you, Larry. | want to start off
by thanki ng the Conm ssion nenbers here and thanking Larry
for inviting me to be here. | amfromthe Governor’'s Ofice
of Econom c Devel opnent. M coll eague, Marty Keller,
presented this norning. | think, as he had said, we are a
fairly new organi zati on. The Governor established us in
Executive Order about four nonths ago with the goal of
essentially becom ng the one-stop-shop for economc
devel opnent policy and business assistance in the state.
Part of the inpetus for the office cane fromthe Little
Hoover Conm ssion Report that canme out earlier this year
that essentially said we need an O fice of Econom c
Devel opnent essentially at the Executive level. But nore
importantly, | think we have been hearing for years now,
fromour small business constituents, from our economc
devel opnent partners, and fromconcerned citizens, that we
need a single point of contact to go to for economc

devel opnment. So, what we found when we started into this

Cdifornia Reporting, LLC
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

183
endeavor is that there were over 100 offices, departnents,
and agencies all dealing in econom c devel opnment, and that
essentially very few of them were actually discussing
anongst each other and working together. So, the Governor
created our office and, again, we are one part economc
devel opnent policy and we are one part busi ness assi stance.
And t he busi ness assistance function is sonething that I
think is fairly new to state governnent and | think M chael
Deck had touched on it earlier when he had tal ked about
having a single place to go to find all of those econom c
devel opment incentives to expand a business, to relocate a
busi ness, for existing businesses here in California, if
they want to open a new facility, where do they go to find
all of those incentives that are available to do then? And,
as M chael had nentioned, you know, he had tal ked to other
states and it was very easy, however, in California he had
to go to the local |evel and then work his way through the
regul atory environnent at the state. Well, our office does
that to a |arge extent; we absorbed functions of the
Cal i forni a Business Investment Services Division and what we
do is essentially serve as the liaison for a business at the
state level with the regulatory agencies, with the |ocal and
econom ¢ devel opnent partners, we do permt assistance,
regul atory assi stance, site selection. |If you are a

busi ness and you need a new manufacturing facility, GoED is
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a place where you can go and get the assistance to find a
new facility and work with the individuals that understand
the environnment that you are going to be working in. So, as
we |ook to the future, we are pretty confident that we are
going to be continuing this work for sonme tine now. Just in
bei ng here, | heard nmany nentions of sonme of the initiatives
that we are working on, the innovation of initiative,
working with our partners at SARTA and San D ego C eanTECH
sonme of the other functions around grants that GoED has been
able to secure, and so we are noving forward with the
overal |l perspective that we are here to fulfill the m ssion
t hat the Governor has established for us, and that is
basically to do whatever we can. To hel p busi nesses create
the gromh, the state needs to remain an econom c
power house. Now, that seens kind of broad, but we are
young, so what | wanted to nention up front here is that we
want to work with the Energy Comm ssion and all the other
agencies to the largest extent we can, to figure out exactly
what that neans because | am sure, as you are finding now as
you are entering into the world of manufacturing, you put
t oget her these workshops to get input fromother fol ks and
we are finding the same thing, that is why, you know, we
worked with Larry consistently for the | ast few nonths and
even beyond that to get the perspective fromthe Energy

Comm ssion and how that is going to inmpact our work. Next
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slide, please.

So that is alittle bit about us. So this is our
Website. | encourage everybody to go to the Wbsite because
there are a couple of key functions that are inportant
there, and one is that tab in the mddle, the green tab, is
the tab we use to contact a business specialist. So, if you
have a busi ness constituent sonewhere in the state that is
| ooki ng for assistance, that needs help with the site
sel ection, they need hel p navigating the regul atory
challenges in front of them they can come directly to us
and talk with an expert that can give them assistance in
that area. Next slide, please.

So, as we all know, the state has been fixated on
this notion of the recovery. | nyself have worked with the
Governor’s Recovery Taskforce and, Chai rwoman Dougl as,
have seen you there giving presentations on the efforts of
t he Energy Comm ssion, and many nenbers of GoED have worked
with the Recovery Taskforce. Wat we sawis that all of the
funding that allocated for ARRA was vital to junpstarting
t he econony, but we are now seeing that, as we are nearing
the end of the funding cycle, the recovery effort is going
to continue on for quite sone tine. And this was not part
of ny prepared presentation, but I wanted to touch on one of
t he questions that you had asked at the end of the |ast

session, which is, as we are getting to the end of this and
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potentially |ooking at a second opportunity for a Stimnulus
type situation, what would we do differently? And | think
what we saw was that there was |imted vision because there
was so nmuch enphasis on getting the noney out the door so
qui ckly, so there was limted vision on who the actual end-
users woul d be, and how they would be able to stinulate the
econony. There was an assunption that noney hitting the
streets neans econom c activity, but | think that is
sonmewhat shortsighted in the sense that business, whatever
function you want to say about business, is that they spend
nmoney, they create noney, and they create jobs. And in
California, 99 percent of all businesses are snal
busi nesses, so to the extent you can get noney into the
hands of small businesses, is the extent to which you can
create economc activity and stinmulus. And that cones in a
| ot of different fornms, and | am not just talking about
direct grants and | oans to businesses, but what we saw was a
maj or contributing factor to the Stinulus activity, was
government contracting. And governnment contracting in
California, we know that there is a 25 percent goal to
include small business in all state contracting; there is no
such goal at the federal level. So, when all this noney was
com ng down fromthe federal level, essentially federa
requi renents are going to trunp state requirenents, so there

was none of this enphasis put on getting small businesses
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contracts, getting themthe opportunities that they need to
create econom c activity, create jobs for their enployees,
and to really stinmulate the econonmy. So | would like to
submt that, if we get to that point again, and we start
havi ng that discussion, that we really put a focus on how do
we get small business the funding, the opportunities that
t he governnent can provide, so that they can start creating
j obs at the ground |evel.

So, getting back to the notion of manufacturing, for
the last 10 years, we have known that we have | ost severa
jobs and | argely the manufacturing industry has been hit
harder than any other industry in California. A lot of
conpani es have chosen to nove their operations to other
states, or nove to other countries with nore rel axed
regul atory and environnmental |aws, and the inpact has been
significant. And it is not just direct job | osses, but it
is the indirect losses, it is their partners, it is their
subcontractors, it is the people that worked with themon a
col | aborative effort for the production capability. And |
would i ke to say that, 1) there is no shortage of people in
state governnent discussing that, and we saw all day that
there are people that are well nore versed and are experts
inthat field cone before nme and they have got a weal th of
experience, and they are busy as we speak right now out

there trying to make sure that does not happen again.
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To the extent possible, | would |ike us to take a

| ook at the future of manufacturing in California. As ny
col | eague earlier today, Marty Keller, noted and kind of
took ny tal king points, too, Peter Drucker introduced us to
the concept of the Know edge econony, and the notion that
every economny goes through a |inear progression from
Agricultural to Industrial to the Knowl edge Econony. And
California has been in the mdst of transitioning to the
know edge econony for sonme tinme now, and we can see that in
the shift away from manufacturing enploynent. Now, nopst
peopl e |l ook at this and what they see are sharp declines in
manuf acturi ng enploynment, but | think what is inportant to
note is there is actually a significant shift towards the
know edge job, the know edge worker, the know edge
enpl oynent. So, when we tal k about the notion of
manuf acturing jobs being |ost, we also have to take into
consi deration that maybe they were not |ost, but naybe they
evol ved and they changed, and that manufacturing as we know
it is still in the mdst of changing away fromthe brick and
nortar, away fromthe industrial plant, towards things |ike
we had seen here today with Nanosol ar, you know, they are
doi ng sone portion of their manufacturing here in
California, and I think a | ot of conpanies are doing exactly
what they are doing in terns of diversifying the way that

t hey operate. So, the question is that | would |ike to put
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forward is have we noved on from a manufacturing econony, or
is there potential that the know edge econony is actually
going to be a contributing factor to creating a nore dynamc
economc reality for our future, that incorporates all the
el ements? Essentially, are we going to use the know edge
econony to our benefit to learn how to do manufacturing
better, differently, and even going as far back as
agriculture? You know, are we going to start |ooking at the
ways we do busi ness across the board and applying all that
know edge capability? And | think the answer really does
come in the formof California s independent manufacturers,
the smal |l independent manufactures are spread out all across
California, and they |look different, each on is different
fromeach other; largely, they are California citizens who
have put their know edge to work for them \Wat we are
seeing is know edge workers are using the information
avai lable to themto harness the spirit of entrepreneurship
and blend that with their know edge of manufacturing, smal
and i ndependent manufacturers who rely on a Wb- based
net wor k of designers and producers to bring their ideas to
life and to make smaller nunbers of units at a higher yield.
Now, many woul d counter that small manufacturing firns
cannot possibly nake up for the jobs we have lost froml arge
manuf acturers closing or transitioning. | rem nd you that

every successful manufacturing firmstarted as a smal
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busi ness. Let nme give you an exanple. So, when David
Packard and Bill Hewitt started manufacturing audio
oscillators in their garage in 1939, they had no idea that
t hey woul d eventual |y becone the largest IT conpany in the
wor | d, enpl oyi ng 300, 000 wor| dwi de. Back then, we called
theminventors, today we call them entrepreneurs because we
understand the difference. These days, you do not just
i nvent sonmething and hand it off, you create sonething and
then you figure out howto turn a profit on it, how do you
create a business out of it, and how do you get to the point
where you achi eve so much scale that you can bring partners
on, as opposed to just selling your ideas? So, today’'s
manufacturers ook at little bit different. Next slide. |
think you recognize this, this is designers with nore access
to the production tools, they have got a little bit of
training, they have managed to find a network via the
Internet to find materials and tools that they are | ooking
for, and they can use that Wb to create anything that they
want. Now, in reality, this is not far off fromwhere we
are. W are getting to the point where the network is a
allowing pretty nmuch any individual to find the tools for
production and to find a network of consuners that they can
then sell to.

So, let nme give you an exanple here. There is a

conpany called Alibaba, it is a Chinese conpany, and
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essentially what we are tal king about is the fact that the
tools are a factory production fromelectronic assenbly to
3D printing, and are available to individuals in batches as
small as a single unit, and people w thout the designing
experience can |learn anything they need to know online and
create a 3D nodel. So, using a Wb portal |ike Alibaba,
they can find a production facility anywhere in the world to
build them a prototype. Now, Alibaba is a Chinese-based
online portal that connects users in Asia with designers al
over the world, so you search the site, you find a conpany
produci ng nore or | ess what you are | ooking for, and then
you use instant nmessaging to ask themif they can
manuf act ure what you want. You use IM and the IMw ||
instantly translate from English to whatever | anguage that
that manufacturing facility is using, and they can
communi cate. So, a person here in the U S. is conmmunicating
instantly with sonmeone in Sout heast Asia at a production
facility. The response will conme in mnutes, “W can nake
that.” “W can’t nmake that.” “Here is howto order it.”
“We al ready nake sonething quite like that and here is what
it costs.” Once you figure out kind of a mddle ground, you
e-mai|l themyour design file, and within a few days there is
a prototype at your door. Once it all checks out, fromthat
poi nt forward, you can easily order tens, hundreds, or

t housands nore. People becone a virtual mcro-factory able
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to design and sell goods w thout any infrastructure, even
inventory. And products can be assenbl ed and drop-shi pped
by contractors who serve hundreds of such custoners
i mredi ately. A prinme exanple: so, | had the pleasure of
nmeeting an entrepreneur earlier this year, he spent 10 years
in the nusic industry and he wanted to design a guitar anp
that worked to his specifications, just an individual, he
had no desi gn experience what soever, but using the Wb he
was able to find an instruction manual, and he | earned
enough about what he would need to be able to do in order to
start working. So he got an instruction manual and he
bought a cheap soldering iron online. And within a nonth,
he was in the mdst of building a soundboard, the main
conponents for a guitar anp. So, next he goes out and he
buil ds the casing using materials, recycled materials that
he found froma local furniture store. Then, he found a
manuf acturer here in California that produced essentially
t he sound cone that he was |l ooking for. He rewired it to
his specifications, put it all together, and with 18 nonths,
he had an anp, not exactly a swift turnaround tinme, but this
was not a full-tinme job, this was a hobby. He decided to do
it again and the next time it took himsix nonths. By the
tinme he built the second one, he had already sold the first
one online, he had orders for six nore via the network he

had found online of other musicians who wanted hi gh-end
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specifically built, handmade guitar anps. And using an
online portal |ike Alibaba, he found that he could get a
producer in China to build the sound cone that he had
reverse engineered, 10 at a time, and it was half the cost
of actually building it hinself, and he could put it right
into his conponents and be able to nove quickly. So, now he
is a manufacturer. He has custoners, he was able to find
peopl e through the Wb that were willing to buy his
products, and in the com ng year, he plans on opening a shop
and taking on enployees to help fill themin. Now, this is
a small exanple, the point being that, while he is snal
now, he has created roots in California, and | think Gary
Si non touched on this earlier, is that independent
manuf acturers who start in California end up staying in
California. HPis a prinme exanple. W know they noved sone
of their production capability to Idaho, but, for the nost
part, they are still based here in California, and they
still have roots here. It is no different. You harness the
power of the independent manufacturer here in California and
they will stay here, and they will provide jobs. So,
today’s micro factories make everything from energy
efficient cars, to fuel cells, to guitar anps, in any design
you can imagine. And while the independent guitar anp
manufacturer is not going to be usurping Marshall’s market

share this year, you can find a niche and provide production
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jobs to Californians who woul d ot herwi se be scranbling for
the few remaining jobs left with major manufacturing firns.
As Chris Anderson, the Editor of Wred Magazi ne noted
earlier this year, “W have seen this picture before. It is
what happens just before nonolithic industries fragnent in
the face of countless small entrants. Fromthe nusic
i ndustry to newspapers, |lower the barriers of entry, and the
crowd pours in.” And while there is sonething slightly
Mar xi st about that statenent, this is free market capitalism
at its best. dobal supply chains have becone scal e-free,
able to serve small, as well as large. And this change is
driven by two forces, first is the explosion in cheap and
power ful prototyping tools, which have becone easier to use
by non-engineers, as we can see fromthe exanple of the
gui tar manufacturer, the anp manufacturer, who, it took him
18 nonths, but he figured out howto doit. And the second
is, the economc crisis has triggered an extraordi nary shift
i n business practices of factories, which have becone
increasingly flexible, Whb-centric, and open to custom work,
where the volunmes are | ower, but the margins are higher.

And the flexibility factor there is inportant to recognize
because factories are becomng nore flexible. It used to be
that you basically owned all the nmeans of production and you
woul d not | et anybody in, you produced your materials, you

produced for your clients, but why would you ever take on an
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additional client unless you had sonething to gain fromit?
These days, we are finding production facilities that are
willing to produce materials for independent manufacturers
w t hout asking for a percentage of the conmpany, w thout
asking for a percentage of the production.

MR. RILLERA: Brook, if you could wap up?

MR. TAYLOR. Sure. So, all this conbined signals a
shift in our econony that the governnent needs to start
recognizing. Up until this point, we have been debating how
we can stop manufacturing firms fromleaving the state,
courting themindustry by industry, our office does it, as
well, we have what are called red teans, when we find out a
manufacturing facility or a |large conpany is |leaving the
state, we nobilize, we get everybody together and we figure
out how do we keep thenf? How do we nake sure that they stay
here? And that is inportant. But we have to make sure that
we foster a culture of innovation, that understands the
net worked world that we are living in, and the reality of
what the next manufacturing world is going to be like. W
need policies that pronote entrepreneurship on all |evels
and recogni zed that the know edge econony is not the eneny
of manufacturing, but rather the tool we will use to find
nore efficient ways to produce the products we need.

So, | encourage the Comm ssion to start thinking

differently about manufacturing, recognizing the potenti al
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that small manufacturing firns offer, and | ooking to
agenci es around state governnent |ike ourselves and others
who are starting to cone around and realize that this is a
real potential, and that we want to work together as a
partnership. So, | want to thank you guys for allow ng nme
to be here.

MR. RILLERA: Thank you, Brook. |Is Carrie on the
line?

M5. ROGERS: | just got reconnected.

MR. RILLERA: Carrie Rogers fromthe Los Angel es
Econom ¢ Devel opnent Cor porati on.

M5. ROGERS. Yes, | apologize, | was on the line and
we had sone technical issues on this end, so | apol ogize for
just re-joining late. Thank you, Larry, and the Comm ssion
for the opportunity to provide you with sone information
about our program successes for businesses and job seekers
in LA County, and an overview of LA County’s clean energy
manuf acturing. As he nentioned, the Vice President of
Busi ness Assi stance for the LA EDC, we are a 501(c)(3)
nonprofit established in 1981, and our mssion is very
sinple, it is business attraction, expansion, retention, and
job growth in LA County. Since 1996, we helped to create
over 161,000 jobs, helped to retain alnost 1,200 businesses,
and we have been successful just recently in securing five

ARRA contracts for LA County. So, if we could go to the
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first slide, please?

Knowi ng that there were sone ARRA funds com ng down
t hrough a nunber of different resources, we worked cl osely
with the Wirkforce I nvestnment Boards in LA County, we have
seven of them and devel oped a programthat we believed
woul d really target businesses that were at high risk. And
the reason this was inportant is because busi nesses, when
they are at higher risk of going out of business, of course
they are going to lay off enployees and di spl ace t hose
wor kers, and by being able to target businesses at ri sk,
assessing their issues and needs, devel oping an Action Pl an
for sustainability, we believed that we could help themin
averting and avoiding laying off those inportant workers.
The participants in the programare SELACO WB, the SASSFA
Wor kSource Center, Pacific Gateway Wrkforce Assessnent
Network, and the Cty of LA WB, which we just started that
specific contract July 1°. The successes we have had so far
is that we have contacted over 4,500 at risk businesses.
That list was — we used Dunn & Bradstreet to be able to
determ ne the high stressed busi nesses, and within certain
i ndustry sectors. W have sent over 3,000 e-mail blasts and
t hose are going out specifically to the C1level executives
at each of these conpanies. Sone conpanies may have four or
five, sone may just have one, being a sole proprietor. W

provi ded over 1,100 in-person consultations and assessnents
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of businesses, what their needs are, and devel opi ng Action
Plans. W have devel oped 363 Action Plans of resources for
busi nesses, and thus far have been able to retain over 1,300
jobs and, wth a custoner satisfaction rating of over 96
percent. Next slide.

A second programthat we participated in was rather
uni que, called the Transitional Subsidized Enpl oynent
Program funded by ARRA, and it was headed up by the South
Bay Workforce I nvestnent Board through LA County, and the
purpose of it was to place GAIN eligible enployees in LA
County businesses. And if you were a for-profit business,
you were allowed to have that enployee for six nonths; a
non-profit business could have that enpl oyee for 12 nonths.
The goal for LA EDC in this programwas to do extensive
outreach to LA County busi nesses, to provide themwth
i nformati on about this free TSE Enpl oynent Program and to
refer 400 workers. The way the program worked, which
think is so inportant, is that it was really a win-win-wn
program nmneani ng that businesses were able to utilize an
enpl oyee for six nmonths with no cost. There are only
billing costs that they did provide was an in-kind
supervi sion, which of course you would provide to anybody
that you would bring on, whether it would be an unpaid
intern, or an enployee. And for the GAIN eligible enployee

that was placed into the program the beauty of it was that
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they got six nonths to really show their skills. Now,

i nstead of just going on interviews, or being unenpl oyed,
they are actually learning new skill sets and they are
really on basically, what we |like to say, a six-nonth
interviewwth this conpany. And in the event the conpany
is looking to hire after the six nonths, it gives that
person really just a foot up, you know, they have been
showi ng thensel ves, their skills, their successes, to the
busi ness. So that was very successful and it also took
people off of the rolls. The outconme is that we contacted
over 9,600 conpanies in LA County, again, we sent e-nai

bl asts to al nost 2,000 C-| evel executives. Fromthere, we
had 759 workers requested, with 225 placed. The custoner
satisfaction rating that we received from busi nesses

t hroughout LA County was 96.2 percent, and the total

enpl oyees pl aced throughout the county program exceeded

10,000. So, it was quite a significant successful program

199

Cl ean Energy Manufacturing in LA County, | am going

to give you a little bit of information about this. The LA

County has a nunber of different industries that we are

wor ki ng on either attraction efforts or expansion efforts,

within battery operated vehicles and trucks, and while | was

on and listening to the last panel, | did hear sonebody
tal ki ng about some battery operated vehicles, and we know

that there have been a ot of DCE grants, there has been a
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ot of interest with battery operated vehicles, and we
certainly have had a good share of that, as well. W have
been successful with a conpany called BYD, Build Your Dream
t hey are based out of China, they have 200, 000 enpl oyees in
Chi na, and we were successful in bringing their headquarters
here to the Gty of LA a couple of nonths ago, and they are
in Phase 2 and Phase 3 of an expansion effort into LA
County, with Phase 2 being a manufacturing and assenbly, and
Phase 3 being their |ogistics, soneplace | ocated near one of
our ports, the Port of LA or Port of Long Beach. And they
have al so entered into an agreenent with KB Honme up in the
Ant el ope Vall ey for sone solar installation on new hones
there. A couple of other conpanies that we are working on
attraction and expansion efforts are also, one of themis a
truck conpany that is a zero emssions, fully electric
medi umduty truck. They are |ooking to secure additional
financing, $10 mllion is what they need to get a plant up
and running. W are working with Coda, which is
headquartered in Santa Mnica, California. They are | ooking
at an expansion for sone assenbly work, and we are worKking
on sites here in LA County with a potential of 250 jobs.

Li thium batteries, as you know, have been — there has been
guite a demand for these, and quite an expansion of not only
busi ness efforts, but also of new conpanies. W have a

conpany call ed AeroVironnent in Mnrovia, they create
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[ithiumbatteries, but they also have another conponent to
t heir conpany, which is unmanned aircraft manufacturing.
They were successful in securing the battery contract for a
brand new Nissan, it is called the Nissan Leaf. | think you
have all seen sone of the commercials com ng out recently.
The conpany has 230 high tech jobs and will be growing to
330, and they have al so secured a | arge contract as the
devel oper of the battery recharging stations for these
el ectric cars. And another conpany called CFX Battery,
| ocated in Azusa has 27 enpl oyees and i s expandi ng, and they
are a manufacturer of lithiumbatteries, as well.

MR. RILLERA: Carrie, do you want to wap up?

M5. ROGERS:. Sure. W have a nunber of conpanies on
the solar front, as well, especially in our H gh Desert area
called the Antelope Valley where there is a | ot of heat and
we have textile and plastic manufacturing conpanies | ooking
at LA County fromout of the area, one conpany from Germany
is interested in LA County, as well as the Gty of LA which
has created a clean tech manufacturing corridor, which has
received a ot of press, and that is where the Gty has a
vision to becone the National Center for clean tech research
and devel opnent and industrial manufacturing businesses, and
t hey have created all kinds of incentives, including rebates
fromthe Departnent of Water and Power for the City of Los

Angel es, and the Port of LA, in order to be able to drive
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busi nesses into this clean tech corridor. And | am happy to

answer any questions you m ght have.
CHAI RVAN DOUGLAS: Thank you. Let’s go to the | ast

speaker on this panel and then take questions.

MR. RILLERA: The |ast speaker is Kelly Pretzer with

San Franci sco.

M5. PRETZER. Thank you. And |like the other
speakers here today, ny focus is on recruitnment and
retention of clean tech conpanies into the Gty of San

Franci sco with our O fice of Econom c and Wor kf orce

Devel opnent. | will start by kind of saying what is sort of

our “why San Francisco” pitch, which | think in many ways
extends to “why the State of California,” as well. And the
first and al ways nost inportant, | would say, natura

resource we have in California are Californians and San

Franci scans. |In San Francisco, specifically, we have al nost

44 percent of residents which have obtained a Bachelor’s
Degree or higher, we also have just | aunched a green
training acadeny within our workforce devel opnent program
as well, giving all San Franciscans the skills that they
need to be successful in this new industry. San Francisco
has al so been recogni zed a nunber of times for its forward
t hi nki ng policies for procurenent, as well as regul ations
and mandates. And, of course, the sanme goes for the State

of California. There is already a great critical mass of
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activity in San Franci sco, we have over 200 clean technol ogy
conpanies in the City. W know that this dense
concentration and clustering of conpanies is very inportant
for success, and who knows who you will neet grabbing a cup
of coffee or wal king around the corner inthe CGty? And
al so, an inportant asset for the Gty of San Francisco is
its geography, proximty to both Silicon Valley, as well as
Sacranmento, its location next to UC San Franci sco, UC
Ber kel ey, UC Davis, UC Santa Cruz, the list goes on and on
and on, and to be surrounded by such great m nds and great
t hi nkers, San Francisco is well|l positioned relatively in
t hat regard.

Sonme City policies, we |launched our Climate Action
Plan in 2004, which set our overall em ssions to be reduced
by 20 percent bel ow 1990 | evels, and we are at 1990 |evels
now and still continuing to nove dowmn. W passed our G een
Bui | ding Ordi nance in 2008, which we like to taut as the
strictest Geen Building Odinance in the nation, requiring
a LEED Silver certification for |large scale constructions
this year, that will be up to LEED Gol d next year. W also
offer priority permtting for those who are buil ding such
bui | di ngs and neeting those standards. GoSolar SF, with the
great work happening with the California Solar Initiative
and al so sone incentives offered at the | ocal |evel, we have

seen a 450 percent increase in solar application activity in
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2009 since that program was | aunched. A regional
coll aboration with the Cities of Cakland and San Jose for EV
readi ness and preparedness for when that N ssan Leaf does
hit the streets, we want to make sure that San Franciscans,
as well as those in the Bay Area, are well equi pped and
prepared to take their car on the road. And al so, just
recently, we launched Geen Finance SF, which is the Cty’s
PACE Program And | nention all of these because they are
inportant for the City as an environnental inperative, you
know, they are the right thing to do, but also an econonic

i nperative, we see that making San Francisco and al so,
again, by extension, California, a conpelling |location for
cl ean technol ogy conpani es, both internationally, but also

| ocal ly.

So a closer | ook at our clean tech econony, there
are over 225 conpanies. W see the greatest density of
those in the green building and design space, al so good
activity in solar and renewabl e energy, which nakes sense,
is that having been around relatively |onger than others,
predict to see a much pronounced uptick in energy
efficiency, as well as electric vehicles in the com ng
years. Sonmething that we are particularly proud of, though,
are the international firns that have chosen San Francisco
as their headquarters. | think our biggest success story

has been Suntech, which is the |argest sol ar panel
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manuf acturer in the world, which chose San Francisco as its
U. S. Headquarters, starting with five enpl oyees, now up to
al nrost 100. An interesting data point which could be
di scussed later is that they did open a manufacturing
facility in the U S., though, that was opened in Arizona.

Al so, a concentration of finance firnms with over 40 venture
capital and finance forns with clean tech portfolios that
have a location in San Franci sco.

So, what does ny office do? W provide city-w de
| eadership and really as a source of assistance and
resources for these conpanies as they are evaluating their
| ocati on deci sions, providing one point of contact not only
for the incentives prograns and services avail able, but also
as a point of contact within the other Gty Departnents, as
well as with the State. The nost inportant tax incentives
that we offer, and this is the part of the conversation that
conpanies like to get to very quickly, San Francisco does,
as its business tax, have a payroll-based tax, a 1.5 percent
payroll tax. W have excluded cl ean technol ogy conpani es
that are under 100 enpl oyees from paying that tax. | wll
say that it is not highly utilized, | think about 12
conpani es are taking advantage of it now But, in many
ways, it is an inportant synbolic gesture that the Cty is
willing to make this investnent, and that we al so understand

the long road to revenue, let alone profitability, and that
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we want to be supportive of conpanies as they devel op.
Al so, very inportant to nention, that the Gty highly
| everages statew de prograns, especially the Enterprise
Zone, this is sonething that is critical, particularly as we
| ook at manufacturing activities around the Cty, and as — |
do not know what we would do wi thout that.

And | just wanted to | eave you with kind of a Gty-
wi de picture of what is going on in San Francisco. As you
can see, this is a map of the sort of eastern edge of the
Cty, and as you start up at the top with the Financi al
District, and in many ways, San Francisco’'s history as you
nmove south al ong the coast, you see SOVA and the City’' s |ong
history with technol ogy, Mssion Bay and the creation of a
bi ot ech hub, but as we continue to nove down, we see the
Hunters Point Shipyard and the Bay View Industrial D strict,
two areas that we think are very inportant for the
devel opnment of not only clean tech generally, but also clean
tech manufacturing, and that these areas have the density,
as well as the building stock that we see will be nost
attractive and will lend itself best to these conpani es.

And so, with that, that is just a quick picture of
what is going on in San Francisco. | am happy to give you
any further information that you Iike.

CHAI RVAN DOUG.AS: Wel |, thank you very nuch. This

has been really hel pful, both to hear about the State’'s new
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sort of one-stop here is where you go for information from
the State, and also to hear fromtwo of our really strong
regional or local progranms that do the sanme sort of work, so
this has been really helpful. | do not so nuch have
guestions as | just want to say that | amglad you are doi ng
what you are doing, and it is inpressive, and keep doing it.
And | et us know how we can hel p because this is really
i nportant work and we want these conpanies to cone to
California and thrive in California. Conm ssioner Eggert,
do you have any questions?

COW SSI ONER EGGERT:  Just one comment and one
question. M. Rogers had nentioned AeroVironnment which
actually was very fortunate to have known the founder, M.
Paul MacCready, who actually gained early notoriety, | think
inthe late ‘70s, with a human powered flight nachi ne that
crossed, | believe it was, the English Channel for a prize
that he was then able to reinvest back into the conpany.
They were also involved in the early devel opnment of the
General Mtors electric vehicle, the EV1, that sort of spun
the first wave of electric vehicles, and now we are seeing
the second, and it is great to see that they are still
active and actually growing in that area, and | think a
| arge part due to the work of LA and all the talent that
exi sts down there. And actually, that was just a genera

coorment. | wanted to just pull out of a nunber of the
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panelists on this idea of access to an educated workforce as
being sort of a critical conponent, and an attracting
feature for conpanies, and I think we owe a lot of credit to
our world class university systemhere in producing that
tal ent.

| did have a question to Ms. Rogers and Ms. Pretzer.
You had nentioned the idea of giving priority permtting to
green buildings that neet the LEED standards. Have you
t hought about, either Ms. Pretzer or Ms. Rogers, about
expandi ng that kind of concept to manufacturing facilities
that are producing sonme of these clean energy products?

M5. PRETZER: Sure, | can take that. So, the
priority permtting would apply to — maybe | need a
clarification on the question, so if a manufacturing
facility were to neet LEED Standards, of course they would
see that priority permtting.

COW SSI ONER EGCGERT: So, that does extend al ready
to manufacturing facilities?

M5. PRETZER: Absolutely, that is actually any |arge
commerci al devel opnent that we see in the Cty. It brings
up to a larger point, we do not see many manufacturing
facilities being built in the Cty of San Francisco, but
were that to happen, absolutely.

M5. ROGERS: And | would say for LA County, you

know, we have 88 cities plus the county, itself, so a nunber
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of those cities are doing just what you are nentioning,
which is absolutely streamining the permt process, and
certainly for those clean tech conmpanies that they want to
have within their jurisdiction. But | would say that it is
not all the cities wwthin LA County, and that is really
where our challenge cones fromat the county-w de |evel, as
well the EDC | evel and working with our cities, is for them
to recogni ze that they need to be nore business friendly,
otherwi se we are going to drive these conpani es not just out
of LA County, but they perhaps even out of the State of
Cal i fornia.

COW SSI ONER EGGERT:  Yeah, thank you for that. |
think permtting obviously is an issue that conmes up
frequently at the large scale in terns of new comrercial and
industrial facilities, and all the way down to the snal
scale like people putting in chargers in their hones, to
facilitate Leaf deploynent. And |I know both LA and San
Franci sco have active progranms to address that institutional
chal | enge, which can be sort of a very low cost way to
facilitate nore rapid depl oynent of these technol ogies.
think I do not have any further questions. | found this
panel to be very informative and really appreciate your
contri butions.

CHAI RVAN DOUG.AS: Yeah, thank you very nuch.

Thanks for being here.
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M5. PRETZER:  Thanks.

CHAI RVAN DOUG.AS: Now, Suzanne, are we to public
comment ?

M5. KOROSEC:. W are to public comment, that part of
the day when all the stalwart people who hung in this |ong,
if you have any conmments that you would |ike to nmake, | do
not believe we have any questions or coments that we have
been tol d about online, but let’'s go ahead and open the
lines just to see if we have anybody. The WDbEx |ines are
open if there is anyone online who needs to nmake a conment
or question at the end here. GCkay. | think we are —

COMW SSI ONER EGGERT: [ Tapping] Is that Mrris Code,
sonebody is trying to —

MS. KOROSEC:. That is Morris Code, that is what it
sounds i ke.

COMW SSI ONER EGGERT:  And actually, just — is there
ot her mechani sns by which to submt input into the process?

M5. KOROSEC:. Yes, as | announced at the beginning
of the workshop, we are accepting witten comments up until
July 29'" and the format for submitting those is in the
Notice that is out on the table in the foyer, and al so
avai | abl e on the Website.

CHAl RVAN DOUGLAS: Excellent. Well, in that case, |
wi |l thank everybody once against for participating and

especially for those of you who have hung in with us until

Cdifornia Reporting, LLC
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

211
the end of the day, we have really appreciated your
participation, we have gotten a lot out of it, and so thank
you very much. And we are adjourned.

[ Adj ourned at 4:23 P.M|]
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