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PROCEEDTINGS
10:02 a.m.

CHAIRPERSON PFANNENSTIEL: Good morning,
we" Il come to order. Please join me in the Pledge
of Allegiance.

(Whereupon the Pledge of Allegiance was

recited in unison.)

CHAIRPERSON PFANNENSTIEL: We have one
change to the published agenda today. Item number
14 has been pulled off of today"s agenda. But
with that we will consider the consent calendar.

COMMISSIONER ROSENFELD: 1 move the
consent calendar.

COMMISSIONER GEESMAN: Second.

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: Consent
calendar i1s approved.

Item number 2, possible adoption of the
Renewable Committee®"s proposed New Solar Homes
Partnership Guidebook. Mister Miller and
Mr. Pennington.

MR. MILLER: Good morning,
Commissioners. My name is Sandy Miller and 1 work

in the renewable energy office. Today we are
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asking for approval of a guidebook described in
the program criteria for the New Solar Homes
Partnership.

The incentive program has been developed
in collaboration with builders and stakeholders of
new homes for electric service areas of PG&E,
Edison, San Diego Gas & Electric and Bear Valley
Electric. |If approved the program will go into
effect January 1, 2007.

California can be expected to add at
least one and a half million homes over the next
ten years, by 2017. Most of these homes are going
to be constructed in warm areas of the state.
Almost all of the homes will rely on air
conditioning, contributing to the growth of summer
peak demand and to an increase in marginal power
plants like the combustion turbine peaker.
Efficient PV homes constructed under the New Solar
Homes Partnership can mitigate the demand growth
in California.

Back in January of this year the PUC
issued a decision creating the California Solar
Initiative with a goal of 3,000 megawatts of solar
electric generating capacity in California by the

end of 2016.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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In August 2006 the Governor signed
Senate Bill 1 to give further direction to the
$3.3 billion program and brought in publicly-owned
utilities Into the equation. As part of the CSlI
and Senate Bill 1 the Energy Commission is to
establish an iIncentive program for new residential
construction, building on its experience in energy
efficiency standards and solar rebates.

The goals are one, 400 megawatts of new
residential construction with solar by the end of
2016; and two, to achieve cost effectiveness in
solar by that same time period. The Energy
Commission has built on this goal by bringing
energy efficiency to the program as a fundamental
element.

In order to enter the program each
residence must be designed and built to exceed the
Title 24 building standards by at least 15
percent. And the program is designed to encourage
builders to take the leap to installing solar PV
as a standard feature in their developments. We
see the New Solar Homes Partnership as a flagship
program that incorporates the benefits of energy
efficiency and solar photovoltaics.

The program will base the iIncentive

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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payment on the estimated electrical output of the
solar system as compared with the current practice
of paying the incentive based on the name plate
rating of the solar system. These requirements
are iIntended to encourage greater efficiency and
to ensure solar systems are installed to the
maximum value of energy production.

The NSHP program has been built on the
foundation of the Emerging Renewables Program or
ERP. Since 1998 over 20,000 solar systems have
been installed under the ERP.

The Renewable Energy Policy Committee
recommended creating advisory committees to help
with the process of designing a New Solar Homes
Partnership. Two committees were created: One
with stakeholders representing the new home
construction area and one committee representing
the affordable housing community. Six committee
advisory committee meetings and four workshops
have been held during this last year -- this past
year.

For the guidebook the iIncentives start
at $2.50 and $2.60 a watt. To qualify for the
higher incentives builders must commit at the

reservation stage that a minimum of 50 percent of

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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the homes in a subdivision will have solar systems
and the enhanced energy efficiency requirements of
the New Solar Homes Partnership. The incentives
will decline throughout the program when specific
volumes of megawatt capacity have been reached.
Excuse me.

The Energy Commission favors a pay for
performance incentive structure, paying incentives
after the fact based on the actual performance,
which works well in the existing building market.

But we feel, we felt that this didn"t
work well in new construction, excuse me, SO we
developed an expected performance-based incentive
as a proxy for this policy. Our EPBI incentive
varies the rebate based upon how each system is
designed and installed and where it is installed,
taking into account the amount of sun available at
that location modified by the amount of shading at
the specific site.

We developed a tool called the CEC-PV
calculator for the builder and administrator to
use to determine the actual incentive. We are
requiring independent verification of component
quality, a system of field verification, and

consistent with Senate Bill 1, have doubled the

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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system warranty requirements from five years,
which is in the current ERP, to ten years for the
New Solar Homes Partnership.

On the issue of affordable housing: The
criteria iIn the guidebook that applies to
affordable housing is basically the same as the
rest of the program except that the incentive
level is 25 percent higher.

We recognize that affordable housing has
unique challenges and characteristics and we are
looking forward to the proposals put out by the
affordable housing advisory committee on Friday
and later on during the month to help us formulate
a proposed segment for the New Solar Homes
Partnership Guidebook and hopefully that segment
will be ready by the first part of next year.

The program will provide ongoing support
to the affected industries in the forms of tools,
training, marketing and outreach and the Go Solar
California web site. We are embarking on a major
outreach and marketing effort spending almost $4.3
million In the next three years. We are expecting
partnership spending from utilities, solar
companies and builders.

New home owners can save money from day

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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one by combining solar and energy efficiency and
the right incentives.

Senate Bill 1 identifies a $400 million
budget for the NSHP. We will spend those funds in
a more targeted manner so that the higher
performing installations in high solar areas will
receive significantly higher incentives than they
were able to in 2006.

On the issue of administration: The
Energy Commission will administer the NSHP program
beginning January 1, 2007 but our goal is to
transfer the administration functions to the
utilities, thus providing a one-stop shop for
builders to access the solar and efficiency
incentives.

Finally, at a time when there is a
growing concern where future energy supplies will
come the NSHP offers a significant component to
California®s energy future. The NSHP can be an
effective program to improve cost economies of
solar and provide a signal to the solar industry
that California®s demand for solar will be growing
over the next ten years and that it can continue
to grow into the future.

An errata package has been made

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

available at the table outside and hopefully to
all of you Commissioners and reflects minor non-
substantive changes to the guidebook.

We request approval to the NSHP
Guidebook today and are happy to answer any
questions. And Allan Ward from the legal office
is here to discuss the subject of CEQA.

MR. WARD: Good morning, my name is
Allan Ward and 1 work in the legal office here at
the Commission. Like we do for the adoption of
all guidebooks and revisions to guidebooks we
reviewed the applicability of the California
Environmental Quality Act, or CEQA.

Based on the relevant law and the
technical analysis performed by staff it is my
opinion that the adoption of this guidebook is
exempt from CEQA for one of two reasons. One,
either i1t does not meet the definition of a
project for purposes of CEQA because i1t is general
policy making and it involves the creation of a
government funding mechanism that does not approve
individual specific projects.

Or two, it falls within the so-called
common sense exemption to CEQA because it will not

have a substantial or potentially substantial

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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adverse iImpact on the environment. Quite the
contrary, i1t should have a very beneficial impact
upon the environment.

IT you approve the guidebook today we
will be submitting a notice of exemption to this
effect. Thank you.

CHAIRPERSON PFANNENSTIEL: Thank you,
thank you both. Are there comments or questions?
Commissioner Geesman.

COMMISSIONER GEESMAN: 1 would move the
approval of the guidebook with its errata.

COMMISSIONER BYRON: 1 second it.

CHAIRPERSON PFANNENSTIEL: Before voting
I would just like to comment that the guidebook
reflects, describes a program that reflects a
great deal of input, a lot of hard work. 1 think
the staff is to be commended for going from a
concept that we had just a little under a year ago
I guess, to the program that is now before us for
adoption.

It Is the program that is the result of,
as Sandy just said, six meetings of the advisory
committee and a number of public workshops. We
have tried to get input as widely, as broadly as

we can, but holding firm to the idea that we

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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10
wanted to work with the builders to get the most
effective, cost effective program we could. And
that we wanted to build in energy efficiency at
the highest levels we could.

The program goes way beyond what 1 think
we would have been able to do on our own so I want
to thank the parties who participated with us. 1
think that was developed into a better program.

With that is there -- I"m sorry, Sandy.

MR. MILLER: Counsel has advised that on
the errata, that 1 need to go through the errata
and get i1t on record what it actually is. So if
you don"t mind I°11 just go through this very
quickly.

CHAIRPERSON PFANNENSTIEL: Fine.

MR. MILLER: On page Ffive of the errata.
I think everybody should have this copy right
here. Page five of the guidebook under the NSHP
column, NSHP-2007 column. 1I1f you look at the
incentive row the sentence should read: "EPBI1 for
Affordable Housing is 25 percent higher." The
words ""than Title 24" should be stricken.

Page six, the ""Check List Summary has
been updated to reflect the Guidebook text. See

attachment.”™ Those are the next two pages. These

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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11
basically are pages that were revised to conform
to the text of the guidebook. They were
inadvertently not updated in the last guidebook
revision.

Page eight, we propose to change the PUC
web site to the Go Solar web site.

Page 21, we are changing the title of
forms from NSHP-6 to NSHP-1.6 to have a more
logical sequence to the forms. And we have added
some text to the forms NSHP-1, NSHP-1.6 and NSHP-2
and the text is highlighted in the forms.

And that is all of the errata, thank
you.

CHAIRPERSON PFANNENSTIEL: Thank you.
Commissioner Rosenfeld had a comment.

COMMISSIONER ROSENFELD: 1 just want to
praise everybody involved again and say 1 think
this is a really historic idea of combining the
sizzle of solar with the familiar advantages of
energy efficiency. |1 hope 49 other states and the
whole world copies this brilliant piece of work.

I am very happy.-
CHAIRPERSON PFANNENSTIEL: Further

discussion? Call for a vote. All in favor?

(Ayes.)

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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12

CHAIRPERSON PFANNENSTIEL: Opposed?

It"s approved, thank you.

MR. MILLER: Thank you.

CHAIRPERSON PFANNENSTIEL: Item 3,
possible adoption of revisions to the Emerging
Renewables Program Guidebook to remove the
eligibility of solar energy systems as directed by
Senate Bill 1, Senate Bill 1250 and Senate bill
107. Good morning.

MR. NARVAND: Good morning,
Commissioners. My name is Payam Narvand, 1 work
in the renewables office of the Commission. We~ll
give you a little bit of a background in that we
are seeking today a possible adoption of revisions
to the existing Emerging Renewable Program.

In 1998 the California Energy Commission
created a new Renewable Energy Program to increase
renewable electricity production and consumption
statewide with funding collected from the rate
payers of four investor-owned utilities in
California.

Pursuant to Senate Bill 1038 and Senate
Bill 183 the Emerging Renewables Program, formerly
called the Emerging Renewables Buy-Down Program

was created to stimulate market demand for small

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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13
scale renewable energy systems and reduce the
initial cost of the system to the customer.

The Emerging Renewables Program has been
a very successful program. As the Commission is
aware this program has been fully administered in
house by the California Energy Commission. Since
it"s inception in 1998 the ERP contributed to the
purchase and installation of over 21,000 renewable
energy systems worth 91 megawatts of installed
capacity and representing approximately 314
million worth of rebate payments.

Pursuant to Senate Bill 1 and the CPUC"s
decision, which created the California Solar
Initiative as Sandy Miller mentioned, starting on
January 1, 2007 solar technologies on existing
buildings, both residential and commercial, will
fall under the CSI1 program.

The Energy Commission will manage the
New Solar Homes Partnership program for new
residential construction. As a result of this the
current Emerging Renewables Program Guidebook will
be revised to describe the requirements for
receiving funding only for the installation and
operation of eligible small wind and fuel cell

systems.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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Other highlights of revisions do include
maintaining the current rebate level for fuel
cells at $3 per watt and for wind systems at $2.50
per watt for the Ffirst seven and a half kilowatts
of capacity and $1.50 per watt for incremental
capacity above seven and a half kilowatts, up to
30 kilowatts.

Other highlights of revisions include
removing existing program components such as the
Pilot Performance-Based Incentive Program and the
Solar Schools Program and New Housing Sections.

Finally, other clarifications are of a
non-substantive nature.

CHAIRPERSON PFANNENSTIEL: Thank you.

MR. NARVAND: Counsel has advised me
that he would like to make some comment on CEQA.

MR. HERRERA: 1 just want to get the mic
from you, Payam. Good morning, Gabriel Herrera
with the Commission®s legal office.

As Allan Ward mentioned with the New
Solar Home Partnership, the legal office has
evaluated the application of CEQA to the adoption
of the Emerging Renewables Program guideline
revisions and has concluded that CEQA does not

apply. And that the adoption is exempt because

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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15
the project deals with government funding
mechanisms and the continuation of administrative
procedures, both of which are exempt pursuant to
Title 14 of the California Code of Regulations
Sections 15378 in that those activities are not
considered a project under CEQA.

This activity is also exempt because it
falls under the common sense exemption, again,
because there i1s no possibility that this activity
may have a significant effect on the environment.

And with that if there are any
questions.

CHAIRPERSON PFANNENSTIEL: Questions or
discussion? [Is there a motion?

COMMISSIONER GEESMAN: 1711 move the
adoption of the guidebook.

COMMISSIONER BYRON: Second.

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: Thank you.
The guidebook is adopted.

Item 4, possible adoption of proposed
changes to the Overall Program Guidebook to
identify the New Solar Homes Partnership as a

program element, identify funding for the Emerging

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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16
Renewables Program and the New Solar Homes
Partnership, Senate Bill 1250, clarify definitions
and make other administrative changes.
Mr. Herrera.

MR. HERRERA: Good morning,
Commissioners. We are here to seek the approval
of proposed revisions to the Overall Program
Guidebook for the Renewables Energy Program. This
guidebook describes how the Commission administers
its renewable energy program, including the
program elements, and includes information and
requirements that apply overall such as auditing
and record keeping definitions, et cetera.

The guidebook was initially adopted in
February of 2003 and what the proposed revisions
would do would one, identify the New Solar Home
Partnership as a program element within the
renewable energy program. And the reason it falls
within the renewable energy program is that it
receives funding pursuant to law under the
Renewable Resource Trust Fund.

Secondly, it would identify the funding
available for both the New Solar Home Partnership
and the Emerging Renewables Program. And it would

clarify definitions and it would make other minor,

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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administrative changes. For example, the last
time it was revised | believe Joe Desmond was the
Chairman so we need to acknowledge that the
Chairmanship has changed.

Regarding CEQA: Again, the legal office
has evaluated the application of CEQA to the
adoption of this guidebook and has concluded that
it is not a project under CEQA and is therefore
exempt. Again, because it deals with general
policy and procedure making and it is also exempt
under the common sense exemption because there is
no possibility that it may have a significant
effect on the environment.

And with that if there are any questions
I would be more than happy to answer them.

CHAIRPERSON PFANNENSTIEL: Are there
questions or discussion?

Hearing none is there a motion?

COMMISSIONER GEESMAN: 1 move the
approval of the guidebook.

COMMISSIONER BYRON: Second.

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: The guidebook

is approved, thank you.
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Item number 5, possible approval of
contract 400-06-012 for $74,500 with Amerit
Consulting, Inc. for temporary support staff to
help process renewable energy rebate energy
applications during high volume periods. Good
morning.

MR. FUGATE: Good morning,
Commissioners. My name is Nick Fugate and I am
with the renewables office.

The item before you is a potential
contract with Amerit Consulting for $74,500 to
provide temporary staff support to the Emerging
Renewables Program. The Emerging Renewables
Program provides rebate iIncentives to customers
who install eligible renewable energy systems,
mostly solar, on their homes and businesses in
California.

The program has seen an unprecedented

volume of applications this calendar year, making

it necessary to acquire temporary help to meet
peak workload demand.

Over previous years the Emerging

18

Renewables Program has seen periodic spikes In its

volume of applications. These drastic increases

correspond exactly to scheduled drops in the

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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rebate level. Now with the transition from the
Emerging Renewables Program to the new Solar Homes
Partnership on January 1, 2007 we expect to see a
sharp rise in program demand in the final weeks of
this calendar year.

Acquiring the services of Amerit iIs a
critical step in our plan to close out the solar
portion of the Emerging Renewables Program and
launch the New Solar Homes Partnership. This
temporary support will allow us to process
applications and respond to public inquiries in a
timely and efficient manner and will allow program
staff to focus on the more technical aspects
associated with the transition.

I would be happy to answer any of your
questions.

CHAIRPERSON PFANNENSTIEL: Thank you.
Are there questions? Discussion?

COMMISSIONER GEESMAN: 1 move approval
of the contract.

COMMISSIONER BYRON: Second.

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: The contract

is approved.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

20

COMMISSIONER GEESMAN: We probably ought
to just take note of the fact that there were
dozens and dozens and dozens of students that
worked on this particular program over the years
all night on some of these other application
spikes. 1"m happy that we"re finally choosing to
contract outside to pick up that peak workload.
We sure could have used the help in past years.

But it"s a real tribute to the success
of the program that we do have these large volumes
of applications.

CHAIRPERSON PFANNENSTIEL: Thanks. Item
6, possible approval of work authorization MR-060
for $3 million over three years with the
University of California, Davis, Institute of
Transportation Studies. This work authorization
is under the UC Master Research Agreement Number
500-02-004 with the Regents of the University of
California, Office of the President/CIEE, for a
Plug-In Hybrid Electric Vehicle Research Center.
Good morning.

MS. KREBS: Good morning, Madame
Chairman and Commissioners. My name is Martha
Krebs, I am the Deputy Director for the

Commission™s Energy Research and Development
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Division.

Today staff is bringing to the business
meeting the First research contract for the new
transportation R&D program in the PIER program. |1
want to review the recent history and
implementation of the transportation research area
and provide context for the proposed project.

The Legislature authorized PIER To
undertake transportation R& in SB 76, the trailer
bill for the FY 05/06 PIER budget. The bill
authorized up to a third of the natural gas R&D
budget for transportation. And while authorizing
R&D in the electricity program did not establish a
limit.

The Legislature directed the PIER
program to co-plan the natural gas area with the
Ailr Resources Board. PIER received PY for the
program in FY 06/07 and the program now has two PY
with a third to join soon.

The R&D Committee allocated 10.2 million
of natural gas funds over the last two calendar
years and 11 million of electricity funds for FY
05/06 and FY 06/07.

The initial investments, which will be

brought forward beginning today, represent a

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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bootstrapping approach to moving the program
forward on an urgent basis. And these are based
on the consensus, the existing consensus within
the Energy Commission, the Air Resources Board
staff and a group of utility representatives. The
next set of iInvestments will come from more
systematic R&D planning and road mapping processes
that are underway now.

We expect the Commission”s
transportation research to be in the general areas
of vehicle technology, alternative fuels and
transportation systems. These areas have been
arrived at in consultation with the transportation
committee and the fuels and transportation
division staff.

We believe these areas at the highest
level span the likely space of needed research for
California and are consistent with our
authorization and with California policy. And we
believe this will be borne out by the systematic
planning that will involve the broad stakeholder
community.

PIER staff has identified four immediate
research project areas. They are the 2006 Natural

Gas Research Program. Eleven projects have been
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identified by CEC and the Air Board staff. The
projects represent near-term, no regrets research
chosen according to their fit with transportation
energy policy, stakeholder support and high rate
payer benefit potential.

Five of the projects will be managed by
the ARB staff, three by the fuels and
transportation division staff and the remainder
within PIER. The interagency agreement being
developed with the ARB for the five projects is
scheduled to be heard at the January 17 R&D
Committee meeting.

We are creating -- A second project is
the creation of a research road map for natural
gas vehicles. This effort has broad stakeholder
support including Sempra, PG&E and the Air Board.
The road map will be completed in February.

A request for proposals for innovative
bio-fuels technologies has been released by the
renewables program and will close on January 4,
2007 .

The fourth project is before you today,
which is to start a three million, three year
research program for plug-in hybrid electric

vehicles by establishing a research center at UC
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Davis within the Institute for Transportation
Studies located on campus. Philip Misemer will
speak to that project after 1 conclude.

Initiating these projects gets the
transportation research area started but sustained
technology development requires the strategic
framework of the research plan mentioned earlier.
Critical input to the integrated research plan
will come from road maps developed for specific
technology solution areas.

I have mentioned the road map for
natural gas vehicle research. A research road map
for plug-in hybrids will be developed by UC Davis
in the proposed research center.

Additional road maps will need to define
public interest research opportunities within
other iInitiative areas such as vehicle efficiency,
in-state ethanol production, in-state bio+diesel
production and land use planning.

These road maps will identify critical
opportunities for leveraging federal and private
investments. PIER staff will also convene an
advisory group to help provide the analysis to
make choices among these and other research

initiatives for road map development.
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The integrated transportation research
plan will be completed by the -- late in 2007. We
hope that this approach will ensure that the
Commission®s and California®s goals of greenhouse
gas and petroleum reduction have the needed
Ffoundation of good science and technology.

Thank you. And now 1 ask Phil Misemer
to introduce the project.

MR. MISEMER: Good morning,
Commissioners. My name is Philip Misemer, I am
the transportation subject area lead for PIER.

PIER staff i1s asking the Commission to
start a $3 million, 3 year research program for
plug-in hybrids by establishing a plug-in hybrid
electric vehicle research center within the
Institute for Transportation Studies at UC Davis.

California®s transportation system
accounts for its greatest share of greenhouse gas
emissions and virtually all of its petroleum
dependence. The plug-in hybrid electric vehicle
has the potential to solve both of these problems.

Our 2005 integrated energy policy report
notes that plug-in hybrids are an on-road electric
drive technology option that can bridge the gap

between today®"s hybrids and the zero emission
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vehicles of the future.

The joint ARB/Energy Commission report
on reducing California®s petroleum dependence
shows plug-in hybrids providing the greatest
direct net benefit to consumers over other fuel
substitution options.

The proposed research center will
operate within the context of California®s unique
electricity supply mix, transportation system,
consumer behaviors and regulatory frameworks.
Plug-in hybrid electric vehicle research topics
such as utility load impacts, emissions modeling,
consumer driving mode preferences, vehicle to grid
modeling and analysis, and component optimization
modeling all fit within public interest research
criteria.

These research topics are being
considered by the Department of Energy. The
research center will provide necessary expertise
in an open and collaborative setting in which to
coordinate and leverage research with other
institutions such as the Department of Energy.

There is also broad stakeholder
consensus that this research is clearly linked to

electricity rate payer benefits. The research
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center is supported by investor-owned utilities,
the Air Resources Board, EPRI and the Department
of Energy, Nissan, and the South Coast Air Quality
Management district.

Establishing the research center sends
an unambiguous signal of the Commission®s
intentions to support research that i1s connected
to electricity rate payers.

The research center will establish a
plug-in hybrid research advisory council for
strategic direction. The advisory council will be
a multi-institutional group to provide high-level
guidance on R&D opportunities, priorities and
commercialization pathways. Advisory council
members will be selected from organizations within
the plug-in hybrid research development,
demonstration, and commercialization spheres.

The advisory council will provide
recommendations for development of the plug-in
hybrid research road map and will help disseminate
research results to a broader stakeholder
audience, including their own organizations.

Thus far the Department of Energy,
that™s their Energy Efficiency and Renewables --

EERE.
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MS. KREBS: Renewable Energy.

MR. MISEMER: Renewable Energy, thank
you, group, EPRI, Southern California Edison,
Pacific Gas & Electric, San Diego Gas & Electric,
Daimler-Chrysler and Nissan have committed to
advisory council membership.

I submit to you that the proposed
research center will provide good science needed
to constructively inform policy makers, regulators
and industry. Thank you and may 1 address your
questions.

CHAIRPERSON PFANNENSTIEL: Are there
questions? Commissioner Geesman.

COMMISSIONER GEESMAN: 1 think today is
an important milestone iIn our transportation
efforts and 1 think this project is a worthy one
to lead that effort with.

1°d really emphasize the importance that
our activities In this areas serve as a center or
a hub of other research activities in plug-in
hybrids going on in the United States and
elsewhere around the world. We"re best and most
effective when we work with others and there is a
great deal of activity going on in this area.

I think you"ve identified many of the
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key stakeholders. The challenge that we face is
trying to pull them into our efforts in a true
collaboration where we can benefit from their
knowledge and they can benefit from ours.

This is a particular area of opportunity
for our utilities and 1 think that each of the
companies has an effort underway that we ought to
encourage and try and nurture. And it falls upon
us, | think, to share those views with our
colleagues at the Public Utilities Commission
going forward. |IFf this is a productive area for
future development the utilities ought to be
directly involved and the state ought to be
supportive of that.

I will move approval of the contract.

COMMISSIONER BOYD: Madam Chair, 1 would
like to jump on top of my colleague, Commissioner
Rosenfeld, who as the other member of the Research
Committee was about to second the motion. But 1
want to —-

COMMISSIONER ROSENFELD: With pleasure
but 1°11 let you do it.

COMMISSIONER BOYD: All right. As Chair
of the Transportation Committee 1 would like to

second the motion and second the sentiments and
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comments of Commissioner Geesman. He and 1 served
on the Transportation Committee for a long time.
We think alike. 1 appreciate his probing
questions of the staff. The staff probably
doesn"t appreciate either one of us on occasion in
that arena.

But 1 do agree that this is a Tfairly
significant event. The 2005 IEPR contained a very
strong recommendation that this agency policy
encourage exploration of plug-in hybrid vehicle
technology, at a time when it wasn"t really very
popular yet.

There has been flurry of activity on the
part of the auto iIndustry First expressing
interest and then withdrawing some of that
interest in the case of some. Therefore I think
the role of this center is appropriate to draw
people®s attention to the fact that California
cares a lot about this, California intends to
pursue this.

But 1 certainly agree with Commissioner
Geesman that this really needs to act as a magnet
to draw everybody else into it and to create a
very large collaborative and a synergism to make

this technology possible.
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And with regard to the comments about
the PUC 1 am reminded that on Monday when we had
our joint public meeting with the Public Utilities
Commission on the Energy Action Plan the PUC did,
in effect, solicit an interest in the
transportation arena and really solicited us to
please bring them into this arena and work with
them. So 1 think the point is excellent and iIn
the past they have needed some reminding about the
value of investing in this particular arena.

So I think this iIs a very good project
to move forward on. It is a part of a broader
plan that was laid out for us here this morning
that many of us have put a lot of time into and 1
think will pay dividends for the transportation
leg of the three-legged energy stool that is now
getting shored up by the work of this agency.

So with your permission —--

COMMISSIONER ROSENFELD: With my
pleasure.

COMMISSIONER BOYD: -- my colleague, 1
will second the motion.

CHAIRPERSON PFANNENSTIEL: Do we have
other discussion on this?

All right, the proposed work
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authorization has been moved and seconded. All in
favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: Opposed? It
has been approved. Thanks.

MR. MISEMER: Thank you.

CHAIRPERSON PFANNENSTIEL: Item 7,
possible approval of Amendment 1 to Contract
500-05-026 for an increase of $736,690 and a time
extension of one year with the Gas Technology
Institute. Good morning.

MS. MUELLER: Good morning. [I°"m Marla
Mueller; 1 work in the PIER Environmental program.

This is a request for approval of an
increase of $736,690 and one additional year to
contract 500-05-026 with the Gas Technology
Institute to investigate the potential safety,
performance, emissions, and air quality impacts of
increased variability in delivered natural gas in
California. The project addresses the issues of
interchangability of LNG and other off-spec gasses
in air quality implications. Lawrence Berkeley
National Lab is a major subcontractor on this
project.

This amendment will allow GTI to proceed
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to Phase 11 of the project as provided in the
original agreement. Phase 11 focuses on indoor
air quality. This would include testing as-
installed effectiveness and efficiencies of
residential range hoods during the planned field
study of residential gas appliance emissions.
Range hoods could be an effective way to address
emissions and Increases in emissions from stoves.

Major parameters would include airflow,
noise levels, energy use and indoor pollutant
concentrations. Also indoor pollutant exposures
from natural gas appliances and exposure resulting
from potential changes to natural gas appliances
would be quantitatively evaluated using a model to
simulate emissions, dilutions, transport and
pollutant dynamic processes.

Finally, a risk assessment would be
conducted to quantify potential health effects
resulting from incremental exposure from expected
changes i1n natural gas properties.

The 2005 Integrated Energy Policy Report
identifies a need to import LNG and states that in
considering LNG projects currently proposed for
California the state must address safety,

environmental and gas quality issues associated
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with these projects in an efficient and equitable
manner .

The tests have indicated that natural
gas with higher ethane and propane produce higher
emissions of oxides of nitrogen, a precursor to
ozone. And tests have indicated that under normal
operation natural gas pollution from the use of
appliances In homes can exceed the standards and
guidelines established for indoor air quality.

Although the CPUC recently adopted
standards for natural gas they acknowledged the
need for additional research to fill data gaps.-
Also the California Air Resources Board has not
yet adopted standards for natural gas for vehicles
and are iInterested in obtaining more information
on the air quality implications of LNG.

Thank you for your consideration.

CHAIRPERSON PFANNENSTIEL: Questions or
discussion? [Is there a motion?

COMMISSIONER ROSENFELD: 1 move the
item.

COMMISSIONER GEESMAN: Second.

CHAIRPERSON PFANNENSTIEL: All in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: The item is

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

35
approved.

MS. MUELLER: Thank you.

CHAIRPERSON PFANNENSTIEL: Thank you.

Item 8, possible approval of contract
500-06-023 with Pacific Gas & Electric Company for
$667,000 to conduct research related to energy-
efficient gas cooling, water heating, and food
service equipment. Ms. Brook.

MS. BROOK: Good morning, I"m Martha
Brook with the PIER Buildings program sitting in
for Brad Meister.

The projects in this proposal were
selected for funding through the research concept
solicitation sponsored by the PIER Natural Gas
Program two years ago. PG&E will use their Food
Service Technology Center to conduct the
commercial cooking and water heating research.

In addition to being a nationwide
clearinghouse of iInformation on food service
equipment performance the Food Service Technology
Center has expertise in all aspects of energy
efficiency in the food service sector.

Food service operations are the most
energy intensive activities in commercial

buildings and represent about 20 percent of all
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natural gas used in the commercial sector.

Much of the proposed work will gather
on-site food service equipment and system
performance information that will be used to
identify the best opportunities for future
technology development and will also provide the
baseline information required to develop new
voluntary efficiency standards such as Energy Star
as well as Title 20 appliance regulations.

The PIER Building®s Efficiency Program
will use the results of this work to guide a
natural gas research solicitation plan for 2007.

A web-based tool that will guide the design of
energy efficient water heating systems for food
service Tacilities will also be developed.

The proposed contract also includes a
small project to develop design guides and
specifications for natural gas driven cooling
equipment. PG&E led the effort several years ago
to produce publicly available chilled water design
tools for electrical equipment. This project will
provide comparable information for gas-driven
cooling equipment.

The R&D Committee has approved this item

and I"m here to answer any questions that you may
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have.

CHAIRPERSON PFANNENSTIEL: Thank you. 1
think before we have any discussion or a motion 1
am just going to indicate that 1 am going to
recuse myself from this item because of a past
relationship with PG&E.

With that, questions or discussion?

Yes, Commissioner Byron.

COMMISSIONER BYRON: I will support
this. Having only reviewed it in the last few
days I am not very familiar with the project.

I just would like to caution staff to
make sure that we don"t necessarily follow the
tendency of other agencies within the state to
contract with I0Us just because it is convenient
to do so. [1°d like to make sure that in future
contracts that we consider a solicitation process
for these, these large R&D projects.

CHAIRPERSON PFANNENSTIEL: Okay. Are
there questions?

COMMISSIONER ROSENFELD: 1 move Item 8.

COMMISSIONER GEESMAN: Second.

CHAIRPERSON PFANNENSTIEL: All in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: And 1 recused
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myself.

MS. BROOK: Thank you.

CHAIRPERSON PFANNENSTIEL: Thank you.

Item 9, consideration and possible
adoption of the Presiding Member®s Proposed
Decision and Errata recommending certification of
the Pastoria Energy Facility Expansion, a simple-
cycle peaker unit adjacent to the existing
Pastoria Energy Facility on the Tejon Ranch, south
of BakersfTield, in Southern Kern County.

MS. GEFTER: Okay.

CHAIRPERSON PFANNENSTIEL: Good morning.-

MS. GEFTER: Good morning. 1"m Susan
Gefter, hearing officer on the committee to
certify the Pastoria expansion project.

We work the siting cases and these are
primarily fossil fuel projects. And so it"s quite
a contrast after sitting through all the other
items this morning dealing with renewables and,
you know, efficiency projects so | wanted to
change the approach now.

What we do in our office is we look at
the environmental impacts of these fossil fuel
projects and I am going to give you some

background on this proposal. The new expansion
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project is a nominal 160 megawatt natural gas-
fired simple-cycle generator, which will be
located at the same site as the existing 750
megawatt combined-cycle Pastoria facility, which
the Commission certified In 1999. 1It"s located on
the Tejon Ranch about 30 miles south of
Bakersfield in Kern County.

According to Calpine, the applicant,
this new project will provide peaking power to the
Southern California grid in view of the 2005 I1EPR
that talks about the need for peaking power in
Southern California. Calpine does not expect this
project to begin operation until 2011, which is
about five years from now. Calpine proposed that
the simple-cycle project be certified to operate
at full capacity on a year-round basis.

Concerns about efficient use of natural
gas by the peaker and the potential effects on air
quality are discussed in the efficiency section of
the PMPD, which you have before you today. To
address the concerns the committee originally
drafted Condition EFFIC-1, which was based on a
similar condition adopted by the Commission for
the Modesto Irrigation District™s Ripon SPPE

project in 2003.
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The committee®s proposed EFFIC-1
condition would have monitored the number of
megawatt hours generated by this peaker and would
have required conversion to combined-cycle if the
project operated at full capacity on a year-round
basis. The parties objected to EFFIC-1 condition
arguing the market would act as a deterrent to
Tfull time peaker operation.

Since Condition AQ-56 already requires
the project owner to maintain records specifying
the project"s use of natural gas the committee
subsequently removed the EFFIC-1 condition. The
Condition AQ-56 is required by the air district in
any event and is already part of the PMPD.

The electricity generated by the new
project will be transmitted over the existing
Pastoria transmission line by a new Lebeck
substation, which connects into Edison®s Pastoria
substation.

The new project does not require any
changes to the existing Pastoria facility"s, fuel
or water supplies but it may require upgrades to
the transmission system and related facilities.
The Cal-1SO will make the final determination

regarding grid upgrades when the project comes on
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The existing 750 megawatt combined cycle
plant obtains cooling water from the State Water
Project®"s California Aqueduct at the Edmonston
pumping plant, which is about one and a half miles
from the power plant site. The existing plant was
certified in 1999, before the 2003 1EPR, which
questioned the use of inland water for power plant
cooling.

Staff recommended Condition SOIL&WATER-4
in this case then to limit the combined water use
for both plants to the existing annual water use
that is now in effect for the existing combined-
cycle facility. In other words, the new plant
will not use any additional water from the
aqueduct. Under the new condition the project
owner must also install a metering device to
ensure compliance with this requirement. And the
PMPD has i1ncorporated Condition SOIL&WATER-4.

In addition to the PMPD the committee
issued an errata which incorporates some
corrections and clarifications of the record but
doesn"t change any substantive items. The errata
was issued on November 15 and was circulated to

the parties and Commissioners have copies of the
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There are a couple of updates to the

errata that 1 want to put into the record. In the

Introduction section of the PMPD at page nine the

dates of the PMPD conference and today®"s hearing

are corrected in the errata.

Also In the introduction to the PMPD the

last paragraph on page three and continuing to

page four is replaced. Since the committee

deleted the efficiency condition we need to change

the Introduction to say that:

"Calpine also proposed that

the simple-cycle project be

available to operate at full

capacity 8760 hours per year.

Concerns about the efficient use of

natural gas by the simple-cycle

unit are discussed iIn

the section

on power plant efficiency.

Condition AQ-56 requires a project

owner to maintain records

specifying the project®s use of

natural gas."

There was quite a bit of discussion in the

committee about a peaker running full time. And a
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lot of the discussion focused on the need for the
Commission perhaps to establish a policy on that
since we are receiving a lot of applications right
now for large size peakers that want to run full
time and there are efficiency and air quality
implications as a result of that. In this case,
however, the committee decided that the evidence
did not require the imposition of a condition.

We have here today representatives from
the applicant to answer any of your questions and
also staff has a few comments to clarify the
errata. With that 1711 introduce you to the
parties.

CHAIRPERSON PFANNENSTIEL: Thank you.
Why don®"t we ask staff to give us their comments
on the errata.

MS. WILLIS: Thank you. My name is
Kerry Willis, | am senior staff counsel, and with
me is Dr. James Reede who is our project manager.
Staff reviewed the PMPD and the errata. We were
pleased with the changes proposed in the errata,
specifically the deletion of the efficiency
condition EFFIC-1 and the inclusion of portions of
staff"s supplemental testimony. However, we did

have a few minor changes to offer at this time and
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Dr. Reede will do so.

DR. REEDE: Good morning, Commissioner
Pfannenstiel and Commissioners. My name is
Dr. James Reede and I am the Energy Facility
Siting Project Manager that was assigned to the
Pastoria Expansion Project.

The two changes that we have relating to
the errata are, number one, under Facility Design
on page two. In the fourth line after, When a,
prior to CBO, enter the word delegate so that it
reads: When a delegate CBO has been identified,
duties are delegated. Then strike the words local
authorities and please insert the words that
entity, comma, and the Commission requires a
Memorandum of Understanding. Basically this is to
conform with our standard condition when we have a
CBO. So that sentence would now read:

"When a delegate CBO has been
identified, duties are delegated to

that entity, and the Commission

requires a Memorandum of

Understanding with the delegated

CBO, et cetera."

CHAIRPERSON PFANNENSTIEL: Thank you.

Is that -- Are there others?
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DR. REEDE: Yes. There is only one
other on page five. The third line at the very
right where it says Staff concedes. Strike
concedes and please insert Staff explained.

In the next line where it says Staff
believes, however, strike the word however,
please, so that i1t reads:

"Staff believes that the
availability of sufficient peaking
power is necessary to prevent grid
outages.'

And those are the extent of our comments,
Commissioner Pfannenstiel.

CHAIRPERSON PFANNENSTIEL: Thank you,
Dr. Reede. Applicant.

MR. WHEATLAND: Good morning, I am Greg
Wheatland, counsel for the applicant. The
applicant supports the PMPD; the applicant
supports the errata and the applicant supports the
staff"s additional clarifications.

CHAIRPERSON PFANNENSTIEL: Thank you.
Discussion among the Commissioners? Commissioner
Boyd.

COMMISSIONER BOYD: Yes, thank you. As

the presiding and last standing Commissioner on
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this committee 1 would First note that -- with
Ms. Gefter™s permission since we have not talked
about this but I find the staff"s errata
recommendations as acceptable.

Therefore 1 am prepared to move the
Commission adopt the Committee"s PMPD with the
errata as amended today and that we incorporate
these documents into the final decision regarding
the Pastoria Energy Facility Expansion.

However, 1 would like to say, as you
have heard today, we seem to be on the threshold
of perhaps a policy issue here with regard to
natural gas efficiency and peakers. This is a
fairly small unit. And in deference to this
Commission®s findings with regard to the
electricity supply in Southern California, as you
heard, we opted to agree as a committee with the
staff on the need for this facility.

And in spite of the possible extensive
use of this facility and thus dealing with the
fact that a simple-cycle facility has a far
greater heat rate than a combined-cycle facility
we nonetheless, as you have heard, do recommend
approval. However, 1 would like to suggest and

perhaps suggest that both the electricity and
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siting committee may want to look at this issue 1In
the future.

Because as | indicated at Monday~s
meeting, the joint meeting with the PUC on the
Energy Action Plan, we are moving into an era of
extremely large peakers that are proposed as
simple-cycle machines that have a different
efficiency rate than certainly combined-cycle
units. And we just need to be cognizant of the
question of efficiency.

We"re very good in our concerns for
efficiency, particularly in the electricity area.
We have moved into efficiency in the natural gas
area. Natural gas is an issue of concern. And 1
just would suggest that as we look at siting cases
in the future we possibly be guided by
considerations by the Electricity Committee and
the Siting Committee on the subject.

But with that little issue aside 1-°d
move adoption, as 1 indicated.

CHAIRPERSON PFANNENSTIEL: Thank you,
Commissioner Boyd. 1 think that that point 1is
well taken. 1 know there has been discussion
about these large peakers that are coming to us.

And 1 think trying to develop a policy guideline
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is warranted at this time.

So we have a motion. Do we have a
second?

COMMISSIONER GEESMAN: 1*11 second the
motion. 1°d like to echo Commissioner Boyd"s
comments and broaden them slightly to the themes
that were prominently featured in the 2005 IEPR 1in
terms of the seeming indifference of the
regulatory process to fuel costs and fuel
efficiency and the need to address with
considerable urgency the modernization of the
generating fleet through the long-term procurement
proceeding at the Public Utilities Commission.

Now iIn our recent Energy Action Plan
meetings we"ve received assurances that the CPUC
staff iIs on the same page, at least for the next
several years, with the ramifications of our
recommendations in the 2005 I1EPR.

But 1 think it ought to be pretty clear
by the passage of AB 32, by the passage of SB
1368, by the efforts that this agency and other
state agencies have underway in the greenhouse gas
area that there is a great deal of urgency
attached to the efficiency with which we burn

fossil fuels in the electric generating sector.
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And our applicant community would be well advised
to pay heed to that.

So 1 will second the motion.

CHAIRPERSON PFANNENSTIEL: Thank you.
Yes, Commissioner Byron.

COMMISSIONER BYRON: A small additional
item, perhaps at a different level. Both
Commissioner Boyd and 1 were struck yesterday at
siting hearing. This is not an esoteric issue. A
member of the public commented on this very item.
In fact he identified himself | believe as a farm
worker. So people are well aware of this concern
and this Commission is quite concerned about the
increased number of these peakers and certainly
the size of them.

CHAIRPERSON PFANNENSTIEL: The item has
been moved and seconded. All in favor.

(Ayes.)

CHAIRPERSON PFANNENSTIEL: It"s
approved, thank you.

MS. GEFTER: Thank you very much.

CHAIRPERSON PFANNENSTIEL: Item 10,
possible approval of the Executive Director®"s data
adequacy recommendation for the Bullard Energy

Center, LLC"s Application for Certification of the
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Bullard Energy Center.

MS. DYAS: Good morning, Chairman and
Commissioners. My name is Mary Dyas. I1"m a
siting project manager.

On November 6, 2006 Bullard Energy
Center, LLC, submitted an Application for
Certification for the Bullard Energy Center
project. This project is In response to PG&E"s
request for offer and a contract signed between
Bullard Energy, LLC and PG&E earlier this year.

The proposed project is a 200 megawatt
natural gas, simple-cycle peaking facility geared
to meet electric generation load during periods of
high demand. This facility would be located
within the city limits of Fresno.

Staff has reviewed the application for
certification and has found that this application
is Inadequate for the 12-month process in 11
technical areas. Staff and the applicant are
working toward data adequacy and believe that the
application will be data adequate at the
Commissioner®™s January 3rd Business Meeting.

Therefore we recommend that you find the
application data inadequate at this time. Do you

have any questions?
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CHAIRPERSON PFANNENSTIEL: Are there any
questions? Is there a motion, then, to approve
the Executive Director®"s data inadequacy finding?

COMMISSIONER BYRON: 1711 move the item.

COMMISSIONER GEESMAN: Second.

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: Thank you.

So therefore we do not need a committee assignment
for Bullard.

Now Item 11, possible approval of the
Executive Director”"s data adequacy recommendation
for E&L Westcoast, LLC"s Application for
Certification of the Colusa Generating Station.

MR. CASWELL: Good morning,
Commissioners. |1"m Jack Caswell, the siting unit
project manager assigned to the Colusa Generating
Station.

On November 6 E&L Westcoast, LLC
submitted an Application for Certification of the
Colusa Generating Station. The project is in
response to PG&E"s request for offer and a
contract signed between PG&E and E&L Westcoast,
LLC earlier this year.

The proposed project is a 660 megawatt

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

52
natural gas combined-cycle generating facility
using dry cooling technology with a zero liquid
discharge system. This facility would be located
in Colusa County, approximately 14 miles north of
the community of Williams and 4 miles west of I-5
near the existing PG&E gas compressor station off
of Dirk Road.

On December 6 staff filed a data
adequacy recommendation with the Commissioners
recommending against data adequacy for both the
applicant™s requested six-month review of the
project and the 12-month review of qualifications.
However, on December 12, 2006 the applicant
docketed supplemental AFC information and is no
longer asking for consideration for a six-month
review of the project.

Based on this request the Application
for Certification and the Supplemental information
filed by the applicant staff is recommending that
the application be considered as adequate for the
12-month process and that a committee be assigned.

CHAIRPERSON PFANNENSTIEL: Thank you.
Are there questions? Is there a motion?

COMMISSIONER GEESMAN: 1711 move it.

COMMISSIONER BYRON: Second.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

53

CHAIRPERSON PFANNENSTIEL: AIll in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: So the data
adequacy recommendation is approved.

A committee assignment will be —-- 1
propose a committee of Commissioner Geesman
presiding and Commissioner Boyd as the Associate
member. Is there a motion for that Committee?

COMMISSIONER BYRON: If Commissioner
Rosenfeld would allow me 1°d like to endorse that,
that committee assignment. (Laughter)

COMMISSIONER ROSENFELD: With pleasure.

CHAIRPERSON PFANNENSTIEL: Would
Commissioner Rosenfeld consider a second?

COMMISSIONER ROSENFELD: Second.

CHAIRPERSON PFANNENSTIEL: All in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: That
committee iIs assigned, thank you all.

Item 12, possible approval of a petition
to amend the Energy Commission®s decision to allow
the restart of operation, and the completion of 11
design changes at Bottle Rock Geothermal Power
Plant.

MR. MEYER: Good morning, Chairman

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



N

o 0 »~ W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

54
Pfannenstiel, Commissioners. My name is
Christopher Meyer, 1 am the compliance project
manager for the Bottle Rock Power Plant.

Just a brief background on the project.
It was certified as a 55 megawatt geothermal power
plant in 1980, back when it was owned by the
Department of Water Resources. It started
operation in 1985.

Due to insufficient steam resources
operations were suspended in 1990. At that point
it was approved to have a reduced level of
monitoring and reporting at that point.
Subsequently it was approved for an ownership
change to Bottle Rock Power Corporation in 2001.
They continued to be under suspended operations.
And that was -- Those suspended operation
approvals were extended up until November of this
year .

Back in August Bottle Rock Power
Corporation submitted a petition to the Commission
to restart operations, have a name -- excuse me,
an ownership change from a California LLC, a power
corporation, to Bottle Rock Power LLC, a Delaware
LLC. But the same principals that we"re dealing

with. And also to make 11 design changes at the
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facility.

The project -- excuse me. During the
public process we did a public tour and a workshop
on September 15. Many of the local residents
participated in this and Bottle Rock Power
Corporation was kind enough to have a tour of the
facility where they explained a lot of the
potential changes i1n design to the residents of
the area.

And 1 had to beg anyone to come up with
a comment because no one could find any objections
that they raised. Some of these changes, one 1in
particular would be a vacuum pump which would
potentially eliminate one of the issues during
operation, which was noise from steam flows. So
that should significantly reduce one of the
complaints back when the plant was operating from
the local residents. The residents expressed
pleasure 1n that change. And as | say, no other
concerns.

During the public review process only
one comment was received and that was actually
from the project owner. It was on air quality
condition 1-3, which in the staff analysis is on

page 26. It was a request to add the language,
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and/or hydrogen peroxide, after the language on
iron chelate. This is something that we had taken
out because the iron chelate was sort of a future
technology but our staff analysis and air quality
permits both addressed the use of hydrogen
peroxide. So the Air Board and our staff has no
issues with this addition.

And at this point staff recommends the
change. The change in the air quality language
has been reflected in the proposed order.

CHAIRPERSON PFANNENSTIEL: Thank you.
Questions of staff? Commissioner Geesman.

COMMISSIONER GEESMAN: 111 move
approval of the petition.

COMMISSIONER BYRON: 1711 second it. |1
note the applicant is there.

CHAIRPERSON PFANNENSTIEL: Right.

COMMISSIONER BYRON: 1 don"t believe
we*"ve met but 1°d really like to thank you for
efforts to keep this resource available. 1 wish
you good Ffortune in continued operation of the
plant.

CHAIRPERSON PFANNENSTIEL: Comments from
applicant?

MR. SUESS: None at all except 1 was
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about a five-year effort that has reflected a
tremendous amount of cooperation with the staff
and with the Commission to allow this to pretty
much come back to life again. To make its
transition from DWR and find ways.

This is also a project which iIs a
recipient of a grant that is allowing it also to
do some demonstration on exploratory drilling
techniques, which is also another invaluable
characteristic. So we"re very excited to reach
this threshold point.

CHAIRPERSON PFANNENSTIEL: Thank you.
It has been moved and seconded. All in favor?

(Ayes.)

CHAIRPERSON PFANNENSTIEL: 1It~"s
approved, thank you.

Item 13, determination of whether

57

Federal Power Avenal, owner and operator of Avenal

Energy Power Plant, has complied with the Energy

Commission®s August 16, 2006, Order 06-0816-03, to

submit specified information by September 25,
2006.
MR. PFANNER: Madame Chairman, Members

of the Commission. My name is Bill Pfanner and 1
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am the project manager for the Avenal Application
for Certification update.

Just as means of a background, the AFC
for this project was submitted in 2001 and staff
prepared and published the preliminary staff
assessment in 2002. At that time the applicant
requested and was granted suspension, which has
been continued each year until 2007.

And on August 16, 2007 (sic) the
Commission directed Federal Power Avenal LLC, the
applicant, to provide by September 25, 2006 all
information identified in order number 06-0816-03
titled Commission Order on Information
Requirements. And that has been provided here
today.

The order specified that the Avenal AFC
would be terminated if the specified information
was not provided by September 25. O0On September 25
the applicant submitted five copies of the AFC
updated information for staff to review.

Staff has completed its review of the
information and identified that in four technical
areas the AFC update submittal does not adequately
provide the required information. In our

presentation we have attachment A, which provides
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an overview of the significantly deficient
technical areas as specified by the Commission.
Those include biological resources, transmission
system engineering, water resources and air
quality.

We would note that staff was fairly
liberal in their analysis and 1In areas where there
was information that staff thought they could
continue but that they would need to do some kind
of data request in the future they identified
such. And there are nine technical areas that are
included also in Table 1 where staff said the
submittal was sufficient but they would require
additional information.

I would also note that in our Attachment
A we have identified some areas where subsequent
to the September 25th date the applicant has
submitted information which does remedy some of
the outstanding information but not all. But
staff"s analysis was per the order and that was
reviewing the information submitted by September
25, 2006.

1"d be happy to answer any questions you
may have.

CHAIRPERSON PFANNENSTIEL: 1 would like
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to hear from Applicant on this.

MR. GILLILAND: Okay. Good morning,
Commissioners. Thank you for the opportunity to
be here. 1 am Steve Gilliland, President and CEO
of Federal Power Avenal. With me is Jane
Luckhardt from Downey Brand as well as some other
consultants and the city manager of the City of
Avenal, Melissa Whitten, who would like to have an
opportunity to speak as well.

The position that Federal takes on the
staff report is —-—- 1°d like to divide my remarks,
if 1 could, into two categories. One that 1 would
call big picture objectives, and the second
category, which I would call rebuttal of or
comments on the staff report.

As far as the big picture issues. This
particular project will add to the gas-fired
natural gas-fired electrical generation capacity
here 1n California. A need which we believe 1is
important to be met from a generation perspective.

Secondly the project, and 1 believe that
the Commissioners should be looking at this as
well, this $400-plus million investment will be
put down into a city that is seeking substantial

economic investment and will add to the benefit of
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the city.

And the third aspect that 1 would ask
you to put into consideration would be that this
process, 1f continued, will be less -- relying on
less staff support then if we went back to the
beginning of the process. So iIf you were to
reject us, for example, today, it would be our
intention to resubmit and that process of
resubmission will certainly be more demanding of
staff resources than continuing this process from
this point.

Let me go to the second category of
issues, which are some rebuttals. And 1711 be
happy to answer in detail as much as you would
like but 1 am not going to waste a lot of your
time going through this.

The Ffirst comment on the rebuttals is
that we had no opportunity prior to the issuance
of the memorandum to correct any inaccuracies, and
there are some, so we will try to address those
here. We have tried to address some of those with
subsequent to September 25th informa