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PROCEEDI NGS
JANUARY 27, 2009 10: 05 a. m
CHAlI RPERSON DOUGLAS: Good norning. Wlcone to the

Cal i forni a Energy Conmi ssion Busi ness Meeting of January 27'",

2010.

Pl ease join nme in the Pl edge.

(Wher eupon, the Pl edge of All egiance was

recited in unison.)

CHAlI RPERSON DOUGLAS: Wl cone again to the
California Energy Conm ssion Business Meeting. |If you have --

| think I nmeant to nake an announcenent later in the day that
|l will rmake, actually, right now.

W are very pleased to have a new Public Advisor
appoi nted | ast week. Please stand up, Jennifer. Jennifer
Jenni ngs has been appointed our Public Advisor. She cones to
us with a very strong background both in state governnent and
in the advocacy community, and as an attorney. Since 2004,
she served as a Panel Attorney for the California Parole
Advocacy Program She was Ceneral Counsel for the Planning
and Conservation League from 1988 to 1994. Previously, she
was al so Staff Counsel for the California Air Resources Board
from 1985 to 1988, State Coastal Conservancy from 1983 to
1985, and the Departnent of Water Resources from 1981 to 1985.
So she conmes to us wwth a wealth of information, a trenmendous

CALIFORNIA 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

background in substantive areas of environnental |aw and
policy, and a trenmendous conmtnent to serving the public. So
wel come, Jennifer.

MS. JENNINGS: Thank you.

CHAlI RPERSON DOUGLAS: And please do indicate to
Jennifer if you would like to speak. W have a | ot of blue
cards and she will help bring it forward and nake sure if
there is a specific itemon the agenda that you would like to
address, that you indicate that itemon the blue card.

COWM SSI ONER BYRON:  Madam Chair, if | may.
Concurrent with the arrival of our new Public Advocate, | am
very glad that she has joined us, we are also unfortunately
sayi ng goodbye to one of her staff nmenbers, and that is Loreen
McMahon, who is leaving to go to the Public Uilities
Comm ssion. It is unfortunate that she sees that as an
advancenent opportunity, but we are very glad to have had you
here, and wi sh you the best of luck. | think this kind of
cross-pol l eni zati on anongst agenci es and the governnent is
very hel pful and we | ook forward to maintaining a relationship
with you, Ms. McMahon

M5. MCMAHON:  Thank you very rmuch

CHAI RPERSON DOUGLAS: Very good. Wth that, we wll
begin wwth Item 1. Consent Cal endar.

VICE CHAIR BOYD: | will nove Consent.

COW SSI ONER BYRON:  Second.

CALIFORNIA REPORTING, LLC 8
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CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

The Consent Cal endar is approved.

M5. JONES: | would like to introduce the next
several itenms. They are ARRA |low interest |oans, and | just
want to |l et you know that today we have a proposed funding for
$7.9 mllion worth of projects, and if we add that to the
al ready approved ARRA | ow i nterest | oans, we have now
allocated $17.9 mllion of these ARRA funds.

CHAI RPERSON DOUGLAS: Thank you, Ms. Jones.
Beginning wwth Item2, Gty of Ventura, M. Wng.

MR. EHYAI: Good norning, Conm ssioners. M nane is
Amir Ehyai. | work with Joseph Wang in the Special Projects
O fice. Joseph was unable to attend this norning' s neeting,
so | amhere to present his itemon his behal f.

The City of Ventura is requesting the |oan for
$500, 000 to upgrade the city's lighting and HVAC systens. The
loan will allowthe city to install a new 220 ton chiller in a
City Hall upgrade interior and exterior lighting and install a
server control for the city's data center. The existing old
300 ton chiller will be replaced with a new vari abl e speed
drive chiller. The existing T12 lights will be replaced with

T8 lights and electronic ballast. Mny of the exterior high

pressure sodiumlights will be replaced with induction lights
and a server control systemw |l be installed to reduce the
CALIFORNIA REPORTING, LLC 9
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data center's energy use. These projects are expected to save
the city $75,106 in annual energy costs, and have a conbi ned
si npl e payback of 6.6 years based on the |oan anobunt. These
energy efficiency nmeasures are al so expected to reduce

gr eenhouse gas em ssions by 200 tons annually. The total
project cost for the recomended neasures is estinmated to be
$1,135,000. |In addition to the Energy Comm ssion |oan of

$500, 000, the Gty will use $582,000 of their federal stinulus
funds and $53,000 of utility rebate incentives to conplete the
projects. Energy Conm ssion staff has determ ned that the
projects are technically feasible and neet the requirenents of
our ARRA | oan funded program and recomends this | oan be
approved. Thank you.

CHAI RPERSON DOUGLAS: Thank you. And so, to clarify
or toreiterate, the city is using its funds that it got
t hrough the Block Grant Program and | everaging that with the
ECAA | oan -- or, rather, the ARRA | oan.

MR. EHYAI: Absolutely. The DOE' s federal bl ock
grant for large jurisdictions.

CHAI RPERSON DOUGLAS: Well, that is great and that
is exactly the sort of thing that we hope to see. Questions
or comments?

COWM SSI ONER EGGERT: | have a questi on.

CHAI RPERSON DOUGLAS: Pl ease.

COWMM SSI ONER EGGERT: | guess this is naybe not

CALIFORNIA REPORTING, LLC 10
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necessarily specific to this project, but, in general, these
types of projects, do we do an evaluation of the actual
performance as built? |Is there sort of any report back on
actual performance that m ght be used for future devel opnent
of progranms or policies?

MR. EHYAlI: Yes. After the loan project is
conpleted, for a period of three years after the project, we
recei ved annual energy use reports fromthe jurisdictions to
docunent their energy use for those three years, and we
conpare that to baseline, to verify whether or not these
measur es have been successful .

COW SSI ONER EGCERT:  And that information is
avai |l abl e or nmade avail able to CEC or beyond?

MR EHYAI: It is nmade available to the CEC. W
keep it in our files and in our database. And beyond that, |
amnot certain. It could be nade avail abl e upon request.

COWM SSI ONER EGGERT:  Okay, thanks.

CHAI RPERSON DOUGLAS: |Is there a notion?

COWM SSI ONER BYRON: | nove approval of Item 2.

COW SSI ONER EGCERT:  Second.

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

Item 2 is approved.

MR. EHYAI: Thank you.

CHAI RPERSON DOUGLAS: Item 3. City of Monterey.

CALIFORNIA REPORTING, LLC 11
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

Possi bl e approval of a $1,551,918 loan to the City of Mnterey
to upgrade tunnel, bike path, and street lights with induction
lighting. M. Castillo.

MS. CASTILLO  Good norning, Comm ssioners. M nane
is Joji Castillo and | amw th the Fuels and Transportation
Division's Special Projects Ofice. This is a |oan request
fromthe City of Monterey for $1,551,918. This |oan would
allow the City of Monterey to replace over 2,100 of the city's
tunnel lights, coastal trail lights, and street lights with
i nduction lighting. This loan will be funded with ARRA funds
at the interest rate of 1 percent. These projects wll save
the city over 930,000 kilowatt hours, or $121, 039 per year.
The total project cost is over $1.59 million with the city
potentially receiving utility rebates of over $46,500. The
net cost to the city would be the | oan anount requested which
is $1,551,918. And based on this | oan anount, pay back is
estimated at 12.8 years. Annual greenhouse gasses reduced per
year woul d be al nost 642, 000 pounds of carbon di oxi de.

The City of Monterey has conplied with all NEPA,
CEQA, and HPA requirenents and has been approved by the ARRA
Ad Hoc Committee. | am seeking your approval for this |oan
request. Thank you.

COWM SSI ONER BYRON:  Ms. Castillo, you nmay or may
not be the right person to ask this question, it applies to
really a nunber of the projects, the previous one had a

CALIFORNIA REPORTING, LLC 12
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payback period of about seven years -- six and a half years.
This one has a | onger period and, in fact, a nunber of them
are over 10 years. Is there a mninmumrequired payback

peri od?

M5. CASTILLO For the ARRA 1 percents?

COM SSI ONER BYRON: O, | should say a maxi num
payback period that is approved by the --

M5. CASTILLO For the ARRA 1 percent | oan program
it would be 13 years payback

COWM SSI ONER BYRON:  Thank you very nuch.

COWMM SSI ONER EGGERT:  And just a question regarding
both, | guess, the savings and the payback. Does that include
any estimte of node shift fromvehicle travel to bicycle
travel, given that this includes --

M5. CASTILLGO This only includes nmaterial costs and
sone | abor.

COW SSI ONER EGCERT: Ch, in terns of the estinated
-- again, | amlooking here -- this is also including an
upgrade to the bicycle facilities?

M5. CASTILLO  The coastal trail, yes.

COWM SSI ONER EGGERT: Okay and does the estinate of
benefits include any evaluation of the potential to shift from
vehicle travel to the bicycle travel ?

M5. CASTILLO | amnot really sure if the city has
done that evaluation, but in terns of our |oan program that

CALIFORNIA REPORTING, LLC 13
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was not something | considered. It is only really the
fi nanci al aspect.

COWM SSI ONER EGGERT:  Thank you.

VICE CHAIR BOYD: It might be nore of a recreation
val ue adder, as well.

M5. JONES: Well, | think just to clarify, it is an
exi sting bike path and they are replacing the lighting on it.
So probably they had to do the assessnent of the nbde shift as
part of approving the bike path prior to com ng here.

VI CE CHAIR BOYD: | nove approval

COW SSI ONER BYRON:  Second.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

This itemis approved.

Iltem4. Cty of D nuba. Possible approval of a
$611,334 loan to the City of Dinuba to inplenment energy
ef ficiency measures at the city's wastewater reclamation
facility. M. GCodfrey.

M5. GODFREY: Hello. | am Deborah Godfrey with the
Fuel s and Transportation Division's Special Projects Ofice.
| am covering for Shahid Chaudhry who is unable to be here
t oday.

Shahid worked with the Cty of D nuba on a Phase 1
at their wastewater reclamation facility. It wll include
changes in their controls, VFDs on their punps, new punps and

CALIFORNIA REPORTING, LLC 14
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notors, and efficient lighting and controls and

recomm ssioning of the facility. It will save the city
approxi mately $88, 643 annual ly for the equival ent of 434,000
pounds of carbon di oxi de equi valent GHGs. The city has asked
for the 1 percent ARRA |oans. They are using their ARRA
fundi ng bl ock grant noney for other efficiency inprovenents in
their city. There is no | everaging the funds on this project
and they have net all the requirenents and we are recomrendi ng
approval .

COWM SSI ONER BYRON:  Madam Chair, | nove approval of
ltem 4.

COW SSI ONER EGCERT:  Second.

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

Item4 is approved. Thank you.

Item5. Portola Valley School District. Possible
approval of a $1,091, 657 loan to Portola Valley School
District toinstall a 280 kilowatt photovoltaic system Ms.

Fi sher.

MS. FI SHER: Good norning, Conmm ssioners. M nane
is Anne Fisher and I amw th the Special Projects Ofice. The
Special Projects Ofice has worked with the Portola Valley
School District's Assistant Superintendent to conpile a | oan
package to help fund a 280 kilowatt photovoltaic system The
District has previously worked with the G een Resource Network

CALIFORNIA REPORTING, LLC 15
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to identify energy efficiency and water retrofits and
renewabl e energy production was the next step in energy
savi ngs. The photovoltaic systemw || provide 68 percent of
the school's energy usage and is estimated to save 342, 600
pounds of greenhouse gas emi ssions and $83,973 in energy costs
annual ly. It will cost $2.275 million and will be paid for by
the 1 percent ARRA |oan, a Qualified Schools Construction
Bond, and a California Solar Initiative Rebate. The ARRA | oan
anount requested is $1,091,657. The |oan payback period based
on the savings is 13 years. Thank you.

CHAlI RPERSON DOQUGLAS: Thank you. Are there
guestions or comments?

COW SSI ONER BYRON:  None -- | suppose a comment.
It is just wonderful, you know, when | was in school we were
doi ng duck and cover drills and now they are putting
photovoltaics on the roof. It is really wonderful. | would
nove the item

VI CE CHAI R BOYD: Second.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

That itemis approved.

Item6. County of Al aneda. Possible approval of a
$1,177,891 loan to the County of Alaneda to install a 250
kil owatt photovoltaic system M. Suleinan.

MR. SULEI MAN:  Good norning, everyone. M nane is
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Adel Suleiman. | amw th the Special Projects Ofice. The
County of Al ameda has i npl enented nunerous energy efficiency
and renewabl e projects for the past 10 years. This $1,177,891
| oan request before you today will help the county install 250
kWh nmount ed phot ovoltaic systemover the new Castro Vall ey
Library. This new library opened for the public just October
and its energy design exceeded the Energy Conmi ssion's
Bui | ding Standards by 15 percent. This |oan request wll make
this project possible and help further reduce the County's
energy cost and inprove its renewable portfolio. The project
is estimated to generate approxi mately 412,000 kWh per year
and reduce the County's energy cost by over $90, 000 annually,
and has a sinple payback of 13 years based on the | oan anount.
The funding for this project, the total cost of this project
is estimated at $2 million, the CEC |loan will provide
$1, 177,000 fromthe Anerican Recovery and Rei nvest nent Act,
the ARRA funds, P&E, the serving electric utility, wll
provi de $520,000 in cash incentives paid out over five years,
and the bal ance of the project will cone fromthe County's own
Ceneral Funds. This project was previously approved by the
ARRA Ad Hoc Committee and neets all the requirenments under the
Energy Conm ssion Loan Program and | am seeki ng your approval
on this item

CHAI RPERSON DOUGLAS: Thank you.

COWM SSI ONER EGGERT: Question -- you said that the
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facility exceeded code by 15 percent. |s that correct?

MR, SULEI MAN:  Yes.

COWM SSI ONER EGGERT: Is that a requirement of the
program or is that just sonething that they have done?

MR. SULEI MAN: That is the requirenment for the
program correct, in doing construction.

COW SSI ONER EGCERT: And do we factor in the
savings that are associated with that exceedance of code in
the benefit assessnent, as well?

MR. SULEI MAN: The savings for this |loan only
pertain to the photovoltaic system

COWM SSI ONER EGGERT: Ckay. Mdtion to approve.

CHAI RPERSON DOUGLAS: All right, we have a notion.
Do we have a second?

VI CE CHAI R BOYD: Second.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

The itemis approved.

Iltem7. Cty of Fairfield. Possible approval of a
$3 million loan to the City of Fairfield to upgrade street
lighting fixtures. M. Suleinan.

MR. SULEI MAN:  Thank you, Conm ssioner. M/ nane is
Adel Suleiman wth the Special Projects Ofice. The Gty of
Fairfield is requesting a $3 mllion loan to help the city
retrofit their existing 8,000 street |ight systens and
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controls. This lighting project involves the retrofit of the
i nefficient high pressure sodium/lanps with nore energy
efficient, long lasting, and | ower wattage induction |anps.
This | oan request will nake this project possible and help the
City of Fairfield to reduce their energy and mai nt enance costs
and i nprove systemreliability due to the long |life of the
i nduction lanps. Once conpleted, this project is estimated to
save the city alnost 2 mllion kWh per year and reduce their
energy costs by $241, 000 annually and has a sinple payback of
12.5 years based on the | oan anmount. The fundi ng sources for
this project is the cost, the total cost is $3.6 million, the
CEC woul d provide $3 nmillion fromthe Anerican Recovery and
Rei nvest ment Act ARRA funds, and PG&E woul d contri bute
$100, 000 in cash incentives, derived after the project is
conpleted. And the city is using also the federal stinulus
nmoney, approximately half a mllion dollars on that project,
as well. This project neets all of the requirenents under the
Energy Conmm ssion's |oan program as well as the ARRA funds,
and | am seeki ng your approval on this item

COWM SSI ONER EGGERT: One addi tional questi on.
was able to tour the California Lighting Center which is down
the road in Davis, it is researching all these new |lighting
technol ogies. And | believe we provide funding, | think,
per haps through the PIER Program |s there a connection
bet ween the technol ogies that are com ng out of that effort
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and the projects that are going to be funded through these
types of grants, either technical assistance, or infornmation?

MR. SULEI MAN: Absolutely. | nmean, the cities, they
rely on the California Lighting Technol ogy Center to provide a
| ot of information on the different technol ogies, and they
deci de, based on that information, they deci de which
technol ogy to use.

COW SSI ONER EGGERT: Ckay, excellent. Nice
crossover there.

VI CE CHAIR BOYD: | nove approval

COW SSI ONER VEI SENM LLER:  Second.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

That itemis approved. Thank you.

Item 8. County of Al aneda. Possible approval of a
$285,000 |l oan to the County of Al ameda to upgrade interior
lighting systens at the Santa Rita Jail in Dublin. M.
Sul ei man.

MR. SULEI MAN:  Thank you, Comm ssioner. This
$285, 000 | oan request for the County of Alaneda will help the
County upgrade their lighting systemand controls at a portion
of the Santa Rita Jail in Dublin. This |ighting upgrade
i nvolves the renoval of an inefficient nmetal halide |ighting
systemand replacing it with a nore efficient long Iife and
| oner wattage induction |anp system This |oan request wll
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make this project possible and help further reduce the
County's energy and nai ntenance costs and i nprove system
reliability due to the long life of induction |anps. The
project is estimated to save the county approximately 1.6
mllion kWh per year and reduce the County's energy costs by
approxi mately $196, 000 annual ly, and has a sinpl e payback of
1.5 years based on the | oan amount. The total project cost is
estimated at $315,000. The CEC loan will provide $285, 000
fromthe ECAA funds, the Energy Conservation Assistance Act,
and the bal ance of the project will be provided by PGE,
$30,000 in cash incentives. This project neets all the
requi renments under the Energy Comm ssion |oan programand | am
seeki ng your approval on this item

VICE CHAIR BOYD: | would just comrent that, in the
years | have been here, it seens to ne we have spent a fair
anount of noney on the Santa Rita Jail. Al ameda County and
the jail have been quite busy with upgrades, and they were one
of the big early users, if I amnot m staken, of the
phot ovol taic systemthat this agency, | think, hel ped them
with. So | ampleased to see themcontinuing their active
i nvestigation of nore efficiency.

M5. JONES: W consider them one of our best
cust omers.

VICE CHAIR BOYD: | will not get into the "we spend
nore on prisons than education” comrent here. Anyway, if
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there are no other questions, | will nove approval.

COW SSI ONER BYRON:  Second.

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

That itemis approved.

Item 9. County of Sacranento. Possible approval of
a $1,247,290 loan to the County of Sacranento for energy
ef ficiency upgrades at the Rl o Cosummes Correctional Center.
M. -- help me with your |ast nane.

MR. EHYAI: Ehyai .

CHAI RPERSON DOUGLAS:  Ehyai .

MR. EHYAI: Good norning, Conm ssioners. M nane is
Amir Ehyai and | amw th the Fuels and Transportation
Division's Special Projects Ofice. The County of Sacranento
i's requesting an Energy Comm ssion |loan in the anmount of
$1, 247,290 to upgrade lighting, nechanical equipnent, and
control systens at the Rio Cosumes Correctional Center.
Built in 1990, this facility operates year round, around the
clock. Mich of the HVAC equi pnent has reached the end of its
expected service life and the current energy nanagenment system
is only partially functional and essentially obsolete. As
such, the county will be undertaking a facility-w de
renovation. The County will use the |oan funds to upgrade
over 4,000 interior and exterior lighting fixtures, install a
new chiller equi pped with variable frequency drive, and
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replace the existing energy managenent systemw th a new
direct digital control system The total project cost is
estimated to be approximately $1,572,000. The County wil |

| everage the requested | oan anmount with over $280,000 of its
Federal Stinmulus Funds, and nearly $38,000 in utility rebate
incentives. Staff has determ ned that the |oan request is
technically justified and neets eligibility requirenents for a
| oan under the ECAA Program This item has been previously
approved by the Efficiency Conmmttee, and | am here today
requesting your approval.

CHAlI RPERSON DOQUGLAS: Thank you. Are there any
guestions about this itenf

COWM SSI ONER BYRON:  None. Anot her prison,
Comm ssi oner Boyd.

VICE CHAIR BOYD: As the only person up here who
lives in Sacranmento County, | will nove approval of this item

COW SSI ONER BYRON: | will second it.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

This itemis approved.

Item 10. County of Nevada. Possible approval of a
$1, 486,867 loan to the County of Nevada for replacenent of
HVAC systens. M. Khal sa.

M5. KHALSA: M nane is Akasha Khalsa. | amwth
the Special Projects Ofice of the Fuels and Transportation
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Division. This is a |loan request fromthe County of Nevada
for a 3 percent Energy Conservation Assi stance Account Program
| oan for replacenent of HVAC systenms, HVAC controls, boilers,
and lighting retrofits in the County Adm nistration Center and
the County Correctional Facility in Nevada City, California.
The total project installation is projected to cost
$1, 883, 286, of which $1,486,867 will be financed with an
Energy Conm ssion |loan at 3 percent interest. This project
W Il reduce the County's electric energy use by an estimated
1,036 kWh hours, about 21,000 therns of natural gas wll be
conserved with the nore efficient boilers. This upgrade wll
save the County approxi mately $171, 000 annually in energy
costs. The carbon dioxide reduction is estimted at 715, 000
pounds per year. The utility will offer a rebate estimted at
$19, 000. The HVAC rebates will be closer to $30,000. The
rest of the funds will be financed by alnost all of their
Federal Stinulus funds and the small county EECBG grant of
$373,291. The sinple payback is 7.5 years based on the | oan
anmount .

CHAI RPERSON DOUGLAS: Thank you. Do we have
guestions?

COW SSI ONER BYRON:  Madam Chair, | wll nove the
item

COWM SSI ONER VEI SENM LLER:  Second.

CHAI RPERSON DOUGLAS: All in favor?
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(Ayes.)

That itemis approved. Thank you very nuch.

COWM SSI ONER BYRON:  Maybe one day we will be making
| oans to prisons in Mexico.

VICE CHAIR BOYD: | am not going there.

CHAI RPERSON DOUGLAS: [Item 11

M5. HEINZ: Good norning, Conm ssioners. M nane is
Jane Heinz and what is being handed out to you right nowis
the correct item 11 description with the current increase in
t he | oan anpbunt and the resulting nmeno.

CHAlI RPERSON DOUGLAS: Ms. Heinz, could you -- for
t he benefit of the Conm ssion -- describe the differences
bet ween what you have handed us and what was in our packets?

M5. HEINZ: Yes. On the cover of the agenda, the
Item 11 is correct. Wthin your packet, under the background
information on Item 11, that original nmeno was from-- that
draft was fromlast year. The current nmeno apparently did not
get into the package for today and this is the signed off copy
that went through commttee in Cctober, etc.

COW SSI ONER BYRON:  So what we received in our
earlier business package is conpletely incorrect?

M5. HEINZ: No. The only thing that is incorrect is
t he | oan i ncrease anount.

COWM SSI ONER BYRON:  Ckay, thank you.

CHAI RPERSON DOUGLAS: Thank you. That was actually
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my question. So the new | oan increase anount -- or the
correct |oan increase anount i s how nuch?

M5. HEINZ: |s $762,564.

CHAlI RPERSON DOQUGLAS: Then why don't you pl ease just
go ahead and present the item then.

M5. HEINZ: Ckay. Wat we are asking for is your
approval on three things; one is a termextension, one is a
interest rate reduction to the current ECAA rate of 3 percent,
and the third itemis the |oan increase anount by about
$111, 000 due to PG&E rate increases fromthe cal cul ati on date
and the original approval date of the | oan of Cctober '08
until Cctober '09. And that rate increase was 7.55 percent.
The first area of the termincrease was -- the reason for that
was that, right after the | oan was signed by the Applicant in
March of | ast year, the Governor froze Prop. 1-d nodernization
funds. This effort on the part of Loom s School District was
to have an energy efficiency conplinment to sone of the
noder ni zation efforts that had to take place |ike dropping
ceilings to put in t-bar ceilings, sonme ducting work, etc. So
the Prop. 1-d funds got frozen and they had to put the project
on hold. They were | ooking to redirect other funds, etc. and
so they were not able to do that by the tinme summer rolled
around when they woul d be doing the construction efforts. So
they requested a termextension until October 1° of 2010.
In terns of the prop. 1-d funding, they put up 40 percent,
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t hey woul d make a request, there is an allocation and they put
up 40 percent of the noney, a little over $800,000, and they
are still conmmtted to that funding. And should Prop. 1-d
funds not materialize -- they are supposed to be -- but if
they do not hit their bank account, they are willing to
redirect funding in the district to cover that other 60
percent of the cost. The interest rate was agreed to at 3.95
percent |last year. The current ECAA rate was 3 percent, sSo we
are asking for that reduction, and then the | oan anount
increase due to a PG&E rate increase of 7.55 percent. They
are on propane, we backed out the propane costs in the
cal cul ation, and the resulting increase fromthe original
$651, 370 to $762,564 is that difference. In terms of the
annual energy use savings, the district will be saving 398, 813
kWwh hours, 3,593 gallons of propane, or 359.3 mllion Btu, and
the CO, em ssion reduction will be 182 tons. The rebates from
P&E wi || be $45,949 and the payback period is 11 years. |f
you have any questions, | would be happy to address them

VI CE CHAIR BOYD: (bservations and questions. |
note the annual cost savings anount has gone up in the new
docunment we have, $2,000, the total project cost has gone up
some -- roughly $62,000. And what was before noted as a
m scel | aneous itemis now noted as vendi ng machi ne controll ed,
t hus peaking ny curiosity as to exactly what that neans. And
| am sure ot her people mght be -- what is happening to
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vendi ng machines that it gets rolled into this?

M5. HEINZ: Apparently, you know, this is fromthe
Servidyne's audit and there is a control mechanismfor the
vendi ng machine to turn on and off, you know, at certain
periods of time, and not be running over the weekend and for
12 hours during non-peak hours.

VICE CHAIR BOYD: So it has nothing to do with
cal ories served per student?

M5. HEINZ: No -- or buying them new vendi ng

machi nes.

VI CE CHAIR BOYD: Anount of sugar. Al right, thank
you.

CHAI RPERSON DOUGLAS: Any ot her questions or
comment s?

COWMM SSI ONER BYRON:  Madam Chair, after having a
brief opportunity to reviewthis, it all looks in order. |

agree to the changes and I would nove the item

COWM SSI ONER VEI SENM LLER:  Second.

CHAI RPERSON DOUGLAS: We have a notion and a second.
Al in favor?

(Ayes.)

The itemis approved. Thank you.

VICE CHAIR BOYD: Can | ask a question here that
al nost came upon in the previous school item which was
Portola Vall ey, which knowi ng where that is, and it is a
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fairly wealthy school district, I will bet, and it is probably
peopl ed by many scientific professors from Stanford
Uni versity, Comm ssioner Byron, who probably are very
cogni zant of all these energy itens and what have you --

COWM SSI ONER BYRON:  Conmi ssioner, | do not think it
is that Portola Valley. Noticing the nanes of the schools, it
| ooks to ne that it is out in the North Bay, but --

VI CE CHAIR BOYD: Ah, okay. Well, it still raises
t he question, do we have -- never having served on the
Efficiency Conmttee, and thus forgetting these itens once in
a while, is there a extra special outreach programto schools
to help themw th these kinds of activities vis a vis other
forms of governnent, perhaps, that are maybe slightly better
-- pardon the pun -- plugged into these kinds of efforts? It
seens to nme schools are probably really in desperate need for
this kind of help and | hope and trust that maybe we are
really trying to reach out to schools to help them

M5. HEINZ: | think M. Butler would |like to address
that question. He is the |lead of the ECAA Program

VI CE CHAIR BOYD: Very good

MR. BUTLER.  Good norning, Conmm ssioners. M nane
is John Butler, | ama supervisor in the Special Projects
Ofice. And, yes, we do have a special outreach program it
is called our Bright Schools Program where we can provide
t echni cal assistance to schools around the state, K-12 schools
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around the state, and identify energy efficiency opportunities
that may or may not cone in |later for an ECAA loan. So we
make sure that they are commtted to having fundi ng sources
avai lable to inplenment the projects that we identify, and
hopefully we have the financing to provide to themat the
tinme.

M5. HEINZ: | would also like to point out that, in
this particular |oan, you made nention of integrating PlER
t echnol ogi es and those commercial technologies, and in this
i nstance, in these two 1950, early '60s vintage school s that
are K-8, the lighting upgrades include installation of high
efficiency integrated classroomlighting systens that were
devel oped with PIER funding and were at the California
Li ghting Technol ogy Center Manufacturers Fine Light, and there
was a test installation as a freebie to the one school to see
how it performed in a setting wwth teachers, and it was w dely
accept ed.

VI CE CHAIR BOYD: Thank you for rem nding nme of the
Bright School Program as well. | did know that, | had just
forgotten about it.

COWM SSI ONER BYRON: M. Butler, while you are
there, let ne ask another quick question, and that is, you
know, we approve these itens, these |oans, pretty quickly
here. | suspect a great deal of effort goes into devel oping
these on the part of the staff. Can you give nme a sense of,
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on average perhaps, how nmuch staff tinme is involved in putting
one of these | oan packages together?

MR. BUTLER Well, it really does depend on the
project and the information that is provided, so during the
technical review, the applications, where staff confirmthat

t he energy savings and the baselines that are provided in the

application thenselves are accurate, typically there will be a
site visit just to confirmthe baseline, as well, before we
are nmoving forward. Wth the ARRA workload, | would say we

probably have not been doing that as much |ately, but when we
| ook at the applications, staff will go out if there is any
kind of red flag, or if there is any kind of anomaly in the
energy savings that they are docunmenting to us, and confirm ng
t hose nunbers before noving forward. 1In ternms of tine franes,
like | said, it just varies, so sone of these applications are
very straightforward and very easy to evaluate, and they can
be turned around maybe in a nonth or two fromthe day we
receive the application to get to a Business Meeting approval;
others may take a little bit |onger.

COWM SSI ONER BYRON:  Wel |, of course, when you say a
nmonth or two, you nean on the calendar. But | ami nterested,
is it a couple of hours of staff time, or a couple of weeks of
staff tinme in putting these packages together?

MR. BUTLER  And you know what? About one week, |
amstill |earning nmyself --
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COW SSI ONER BYRON:  On aver age?

MR. BUTLER -- on average, yeah, exactly.

COWM SSI ONER BYRON: Thank you very much.

MR BUTLER  You are wel cone.

COWM SSI ONER VEEI SENM LLER: | woul d just note that,
when P&E has done its focus groups and public opinion
surveys, their activities with the schools, particularly with
the PV in the school prograns were the nost positively
received of all their prograns.

COWM SSI ONER EGGERT:  And it is -- | amvery
heartened to hear your conmment about the transition fromthe
Li ghting Technol ogy Center into commercial, or near
commercial, application. | think the nore opportunities we
can search out to nake that connection between the PIER
research and actual in-the-field testing and denonstrati on,

not just in energy efficiency, but in transportation and ot her

areas, | think is really encouraging. Mybe just one | ast
guestion with respect to the Bright School Program-- is that
t he nane?

MR BUTLER  Yes.

COWMM SSI ONER EGGERT: Is there al so any connection
to school curriculun? Do they use any of these projects --
solar -- to teach the kids about the technol ogi es?

MR BUTLER That, | amnot aware of, if there is a
connection with a curriculum but that would be sonething |
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woul d have to | ook into and report back on.

COWM SSI ONER EGGERT:  kay, thanks.

M5. JONES : And then | would just like to note that,
in addition to the conservation | oans, the PlIER research,
especially on the efficiency side, is designed to feed
directly into our standards process, so that is another way
that we capture the benefits of the PIER research.

CHAI RPERSON DOUGLAS: Well, thank you all for that.
We have concluded this item This has been a good di scussion
and sonetines, as Conmm ssioner Byron notes, these | oans pass
qui ckly on the Business Meeting Agenda, and it was a very good
thing to pause and take note both of the effort that goes into
t hem and of the many connections we are building here, both
bet ween the PIER program PIER research, the Lighting and
Technol ogy Center, and the application through sone of these
| oans, and al so, as Ms. Jones points out, the connection with
our standards program So thank you very mnuch.

W will nove on to Item 12

M5. HEINZ: Thank you. Once last itemfor the
record. | just wanted to put on the record a thanks to M.
Charl es Maroon from PG&E, a PGE Rep who was very hel pful in
rate information and very helpful in the auditing that we did
wi th Servidyne Corporation. So | just wanted to nmake sure
that he is acknow edged. Thank you.

CHAI RPERSON DOUGLAS: Thank you, Ms. Heinz.
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COWM SSI ONER BYRON: And who do we acknow edge for
raising the rates? No, that is okay.

CHAI RPERSON DOUGLAS: Item 12. Pacific Gas and
El ectric Conpany. Possible approval of Contract 500-09-027
for $2.8 mllion with Pacific Gas & El ectric Conpany for 36
nmont hs to denonstrate a 28 negawatt-hour utility-scale sodi um
sul fur battery energy storage systemin California. M.
Gonez.

MR. GOMEZ: Good norning, Madam Chair, good norning
Comm ssioners. M nane is Pedro Gonmez and | amthe Team Lead
and Supervisor of the Energy Systens Integration Program As
you may al ready know, sodiumsulfur battery technology is the
nost advanced battery technol ogy avail abl e on the market
today. This project will install a 4 megawatt, 28 negawatt -
hour sodiumsulfer battery. It will be the largest active
sodiumsul fer battery systeminstalled in California. This is
a utility-scale storage device that can be dispatched by the
CAl SO for renewable integration and grid stability. The
second part of this project builds on previous PIER research
where they identified 18 possible sites for geol ogical sites
for conpressed energy storage. This part focuses on the top
three and actually does a nore thorough investigation of each
one of those sites, so they will be doing sone geol ogi cal
studies to see the viability of those sites for conpressed
air. That is it. | do recomrend you approve this project,
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specifically the sodiumbattery storage is a critical project
for renewable integration. | would be glad to entertain
guesti ons.

CHAI RPERSON DOQUGLAS: Thank you.

VI CE CHAIR BOYD: A quick comment or two. Be
careful about singing the praises of sodiumsulfer other than
in stationary applications. Sone of us old-timers renenber
the nobile source application of sodiumsulfer which happened
to be hot batteries and sone torched Ford products as a result
thereof. M only other coment is this is a really good
project. Energy storage is talked about a lot, of late, in
this country and | really hope that sonmehow or another we can
gi ve sonme significant notoriety to this project, perhaps a
press release. | know it is real techy, but it is very
integral to the Smart Gid di scussion that are goi ng on of
late. Gid reinforcenent is critical to what was just
comment ed about, our renewabl es program and efforts in the
state, so there is a very broad connection and, as indicated,
this is acritical project and | amglad to see it here. It
did, of course, conme through the R&D Committee. And | would
nove its approval, although there may be ot her comments or
guesti ons.

COMM SSI ONER BYRON:  Commi ssi oner Boyd, | amreally
glad to hear you say that. W have not had an opportunity to
tal k about this project and | amglad to hear that you were
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able to finally figure out a way to hel p support this. Having
chaired the PIER Transm ssion Research Committee' s program
Advi sory Commttee on Transm ssion, | should say, PGE has
been | ooking for a honme, if you will, and a source of funds
for this project for along tine and | applaud P&XE' s efforts
to denonstrate this internedi ate | evel of storage, or

i nternedi ate voltage |level of storage. | amvery interested
in this project, have been for along tine. | will tell you
right now, | would very much |ike to have a tour of this at
the appropriate tinme and understand it better, and |I guess one
ot her question that | really do not expect you to be able to
answer because | have not been able to answer it, or find
anyone that has been able to answer it, but, you know, FERC
just last week made a ruling with regard to storage in their
tariff proceeding and we are trying to piece together the
inplications of that. Pedro, do you know anything, M. Gonez,
do you know anyt hi ng about that?

MR. GOMEZ: | do not, but | know that | would point
to ny esteened boss, to ny left, Mke Gavely.

COWM SSI ONER BYRON: M. G avely, you know about
this al ready?

MR. GRAVELY: Sir, we are looking into it and it
does appear that one of the chall enges we have been working
on, on rate structures for |arge storage, nmay be addressed by
that, specifically addresses as applications like this, so we
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do think it is a possibility. Again, |I do not know all the
definitive facts, but it certainly addresses technol ogies in
this area and it may be a way for utilities to fund these,
that they have not been able to in the past, which has been
one of the barriers that we have been trying to address.

COWM SSI ONER BYRON:  Exactly. Well, again, ny
thanks to PIER for assisting in this, but also to PGE for
pursuing this project. | think it is extrenely val uable and
i nportant. Enough said. Thank you.

MR, GRAVELY: | amsorry, for the record --

VICE CHAIR BOYD: M. Gavely, | amfascinated with
and al nost blinded with that tie of yours.

MR. BLEES: Commi ssioner Byron? | can add a couple
of details about FERC s approval |ast week. This was an
application for the installation of -- | believe it was seven
different battery systens that would be integrated with the
grid and provi de storage so that renewabl es and ot her
technol ogi es could be better integrated into the system A
couple of things that FERC did to encourage the installation
of these battery systens is that is provided a rate of return
for the project that is 1.95 percent greater than the ordinary
rate of return for utility transm ssion projects, and it al so
provi ded construction work in progress treatnent for the
capital investnent, which nmeans that the utility is able to
receive a return on its investnent as it spends noney on the
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project, without having to wait until the project is conplete,
or to use the legal utility regulation phrase, "used and
useful . "

COWMM SSI ONER VEEI SENM LLER: | think there is also an
issue with the CAISO the question is ultimately who operates
it. | think the Applicant there and FERC have sort of
directed the SO or handed it over to the SO and to the
extent they are trying to keep the separation between
transm ssion and generation, they are not |ooking to operate
the facility. So there are still a few issues for that
speci fic project bouncing around.

COMM SSI ONER BYRON: And | amglad to see FERC has
recogni zed that they need to put the right cost incentives in
place in order for utilities to invest in these kinds of
t hi ngs, and al so recogni zing going forward that, if we are
going to integrate a high percentage of renewables, we are
going to need to figure out storage on the systemand the
advantages that it provides. So, Comm ssioner, as we have
di scussed, we will be taking this up in our new Transm Ssi on
Comm ttee, and | suspect al so Comm ssioner Boyd may be in
Electricity and Natural Gas to cone extent here soon.

VICE CHAIR BOYD: Well, | was going to say I am gl ad
t he Comm ssi oner brought up the issues, the fact that there
are still discussions with regard to -- is this transm ssion?
Is this generation? O how do we allocate it? How do we
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treat it? And what have you. So that is still sonething that

| amsure we will have to consider and the PUC definitely w
have to consider in its ratenaking.

CHAI RPERSON DOUGLAS: Very well. W have a notion
Is there a second?

COW SSI ONER BYRON: | will second it.

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

The itemis approved.

MR. GOMEZ: Thank you.

CHAI RPERSON DOUGLAS: Item 13. Scripps Institution
of Cceanography. Possible approval of Contact 500-09-025 for
$1.1 million with Scripps Institution of QOceanography to
support the 2010 Scenarios Report to the Governor, research
weat her and climate change effects on wi nd energy production
and address hydrol ogical climte nodeling uncertainty. M.
Franco.

MR. FRANCO  Good norning, Conm ssioners. M nane
is GQuido Franco. | amw th your Public Interest Energy
Research PIER Program As you know, the Energy Conm ssion
created in 2003 a virtual research center on climte change
that is known as the California Cinmate Change Center. The
Center has four areas of research, of major areas of research
one of themhas to do with a study of how climte is changing
and how climate nmay change in the rest of the century.

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

39



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Scripps Institution of Cceanography has been the nain source
of research products in this area of research. The Center has
produced several products that have been influential in the
formul ation of climate change policy in California. For
exanpl e, the 2006 i npact assessnent summarized in the
docunent, as very well known, Qur Changing dinmate, was
influential in the passage of AB 32, the things that were

@ obal VWarm ng Sol utions Act of 2006. Mdre recently, our work
has supported the recently adopted California Adaptation
Strategy that was rel eased by the Resources Agency in
Decenber. The Center is also producing tools, and data is
being used for long-termplanning in California; for exanple,
the PIER Program funded the devel opi ng of a dynam c ecol ogi cal
nodel that is being used by the Departnent of Forestry, or Ca
Fire for the preparation of their five-year |long-term Forestry
Plan. And | said all of this because | just want to give you
a context of what this project is about. This agreenment woul d
all ow Scripps to continue supporting the activities of the
Resource Center in the area, again, of looking at climte
nmonitoring and al so how climate may change in the future.
There are several tasks under this agreenment, | will note this
is not all of them but | just want to give you sone sanples.
One of themhas to do with | ooking at the uncertainties in our
estimations of how streamflows will change in our rivers.

That is inportant because we want to know how climate change
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may affect hydropower generation in California. And our
project, for exanple, is to try to devel op a new nodel that

wi |l downscal e the outputs of these global clinmate nodels to
wind fields in California, to ook at, for the first tine, to
estimate how climate change nmay i npact wi nd resources in
California, like, for exanple, in areas such as the San
Gregorio Pass, Tehachapi Pass, and the Montezuma Hills in

Sol ano County. So there is a series of activities that
Scripps will be undertaking under this agreenent, all of them
in support of the Cimte Change Center. Wth that, | am
ready to answer any questions that you nmay have.

VI CE CHAIR BOYD: A couple comments if | mght. Let
me just congratulate M. Franco for all the work he has done
over the years on climte change, | think one of the unsung
heroes of the state's effort. He nmade a very inportant point
in references the California dimte Change Center. W have
kind of called it a Virtual Center. | just want to nmake a
point that we have a climate change center in California, it
has probably been too virtual, and thus ignored by sonme fol ks
for sone period of tinme, this agency has been the patron of
that center. That center has done the lion's share of the
work that has found its way into many agencies' AB 32
activities, and definitely is of solid foundation under the
Climate Adaptation Program of the Natural Resources Agency.
So once again, perhaps one of the unsung heroes of climte
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change in the state is the work done at this agency and by the
Research and Devel opnent Division, and | ed strongly by Guido
and his efforts. You also referenced the Changing Cimte
Report which, as he renenbers, | will bet, that he and | and
Comm ssi oner Rosenfeld were at a conference in Aspen several
years ago where ny role was to talk to scientists about how to
comuni cate policy fromscience to policy-nmakers, and al so how
to help the California effort in AB 32, the Changing Cinate
Report was a product of that effort, it was done by the
scientist primarily of California, but was a very significant
and instrunental piece of work. And, again, it is a product
of scientists all over who have been doi ng work, but those
scientists are, for the nost part, part of the California

Cli mat e Change Center network, and thus have been heavily
financed by this agency's research and devel opnent program
and the consequences to energy production and use in
California of climate change are incredibly significant,
everything fromthe [ oss of wind, |oss of hydropower, to the
acknow edged i ncredi bl e demands for air-conditioning that wll
occur, and could occur even nore in the future, putting a huge
strain on our system So, a very good programand |I am gl ad
to see it noving forward, and | just hope it gets nore

acknow edgenent and nore credit than it has in the past. And
we wll keep trying to nove it forward. | wll nove approva
of the item al so.
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CHAI RPERSON DOUGLAS: It |l ooks like there are a
coupl e nore coments.

COWM SSI ONER BYRON: | -- Comm ssioner, do you want
to make a coment ?

COWM SSI ONER EGGERT: Pl ease, go ahead.

COWM SSI ONER BYRON: | was al so going to say
sonet hing, M. Franco, but these are not rehearsed or
coordinated, but I will make nmy comments about your
capabilities nore broadly and | think you are an excell ent
scientist, one of the many excellent scientists we have at
PIER, and | appreciate your comng up and briefing nme on the
subj ect the other day. 1|, too, amvery inpressed with the
work that goes on in this area and | amreally glad to hear
Comm ssi oner Boyd say that, as well. So | will conplinment
you, as well as all the other many good scientists in PlIER
Thank you.

COWM SSI ONER EGGERT: Just a followup on a couple
of comments that Comm ssioner Boyd nentioned. | think that |
woul d al so just sort of echo the fact that it really is as the
result of this research that has led to the policy regine
under AB 32, and | think that having good science to
underlying policy is going to be critical going forward, and I
think what is really intriguing about sone of these new
research directions, at least as | understand them is that we
are starting to get to a |l evel of specificity on the inpacts
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that we can actually then start to make practical use in terns
of planning. And | think that is a result of all the hard
wor k that has been done, and the refinenment of the nodels.

And actually one question | have is, we had sat through a
series of discussions |ast week, talking about renewabl es
devel opnent across the state, including wind and sol ar thernmal
in the desert, and in an attenpt to start to plan nore
regionally for both the renewabl es devel opnent activities and
the mtigation activities for any inpacted species. And I
guess one question is, do we anticipate sonme of this work
provi di ng sone insights as to how a changing climte m ght
affect those habitats as we sort of plan for mtigation for
sone of these projects?

MR. FRANCO Yes. W are designing a |arge study
that is being headed by ny col |l eague, Ms. Sarah Pittiglio, and
that study would | ook at nodeling death into the potenti al
i mpacts of climte change in ecol ogical systenms. W also have
a project that was approved in concept by the R&D Comm tt ee,

| ooking at the potential inpacts of climte change on

renewabl e resources of energy -- solar, wind, and this is part
of that package. But, yeah, so we w |l have products that
wi |l be useful.

VICE CHAIR BOYD: | amrem nded by your question of

one other thing that California has done, and the CEC has
ai ded that, one of the questions of us at this conference
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several years ago was, you know, what nore is needed in the
way of science to help policy nmakers nake decisions, and one
of the things we asked for was to turn sone of these mcro-
scal e nodels into mcro-scale nodels, you know, so we can | ook
at the effects in regions and in areas and specifically in
California. And that has been acconplished. And a |ot of the
data that we have of |ate about what coul d happen to
California is a product of the effort to bring these nodels
down to a level that very specifically points out what the
effects would be in California. And it suddenly rem nds ne,
Quido and | attended an event a few weeks ago with the
Governor where we and Googl e, although Google seened to get

all the credit in the press, | noted, unveiled the Google Maps
effort, which is now | aunched, but being further devel oped,
which will allow anyone -- but allow scientists, in particular
-- to take the data that we have provided and bring it down to
any specific geographic area in the state, and it is quite
fascinating. It is analogous to flying over the surface of
Mars or sonething that you have seen in so many of the science
shows over the years, and fly over the surface of California
and pinpoint an area and get a fairly good idea where the data
exi sts of what the future mght be for that area, including
finding that Treasure Island wll be half under water in the
future. In any event, a lot of good things. | amglad it is
getting sone notoriety and sone di scussion today.
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COWM SSI ONER VEEI SENM LLER: | just briefly wanted to
say that | think it is very inportant, obviously, that as a
scientist on the Comm ssion, that we have strong science,
research and devel opnent in this area, that it can be used to
help drive the policy for the state, but also that it is very
i mportant to comuni cate those results in sone fashion so the
general public can understand those.

COWM SSI ONER EGGERT:  Yeah, just to follow on to
that, | nean, | think it is quite thrilling that we are
establishing these partnerships with organizations |ike
Googl e, even if they do take a ot of the credit because, as a
mechanismto sort of deliver that to individuals, that
information to individuals, | think that is going to be both
having value for their purposes in planning whether it is
agricultural systens and such, and also |I think support for
the policy. People are much nore likely to support sonething
that they understand as to how it mght actually inpact them
over time.

COW SSI ONER BYRON:  Madam Chair, | second the item

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

The itemis approved.

Item 14. Law ence Berkel ey National Laboratory.
Possi bl e approval of Contract 500-09-026 for $3 mllion with
Lawr ence Berkel ey National Laboratory. M. Bourassa?
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MR. BOURASSA: Good norni ng, Comm ssioners,
Director, and Attendees. | am Norm Bourassa up in the PIER
Bui | di ngs Energy End Use Program And this is Joe Fl eshman,
the Contract Manager fromthe PIER Buildings Programthat wl|
be managing this project. This proposed agreenent with
Lawr ence Berkel ey National Lab proposes to initiate a Phase 2
agreenent in order to build upon the Hi gh Performance Buil di ng
Facade Solution Project that is in the closing phases that was
Contract 500-04-010. The new agreenent requests $3 mllion
over three years. The first project was a three-year project
funded at $500K per year by PIER Buildings, and $1 million per
year by the DOE. This is a facility -- actually in this

second go around, the Departnment of Energy is agreeing to fund

$6 mllion -- $2 mllion per year. So why am| nentioning
t hese nunbers? Well, due to the success of this facility to
test out high performance wi ndows -- and not just the w ndows,

not just the glazing, it is the wi ndow facade systens that we
are testing. W are in agreenent that the first three-year
phase was so successful, we coll aboratively agreed to scale up
the testing on this facility and each -- the DCE and PlIER --
doubl e our funding for a new three-year period. The w ndows
facade test bed, as we usually refer toit, is a classic
public goods user facility designed to devel op public goods,
publi c domain know edge that all of the industry and the

mar ket can freely draw upon, and further their products to
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i nprove energy efficiency and energy savings for the
California ratepayers. And in this case, we |lead the nation.
You may know that Law ence Berkeley Lab is, in fact, the
source researcher for the whole concept of Low E wi ndows, and
the Low E wi ndows two decades ago basically revol utioni zed
wi ndow systens for buildings. As | nentioned already, we test
wi ndow systens, basically the glazing, franme, internal and
external, both active and passive shadi ng devices. Through
the active participation of the utilities, manufacturers, and
the DOE, we are basically going to be | everaging our funds at
greater than 2:1. | wll also point out that, Conm ssioner
Boyd, you are visiting LBNL this weekend, this Friday, right
around 11: 00, just before Noon, you will be seeing this exact
facility that we are funding. This project is included in the
2009- 2010 budget, the R& Commttee has approved it, and |
wi |l answer any questions that you m ght have.

VI CE CHAIR BOYD: | woul d nove approval if there are
no questi ons.

COM SSI ONER BYRON: It merits a great deal of
di scussion. | think it is a substantial anount of nobney, but
anot her good project put together, M. Bourassa, thank you
very much. | second it.

CHAI RPERSON DOUGLAS: Al in favor?

(Ayes.)

Thank you very much. The itemis approved.
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MR. BOURASSA: Thank you.

CHAI RPERSON DOUGLAS: Item 15. C&G Technol ogy
Services, Inc. Possible approval of Contract 09-409. 00-016,
for $143,550 with C&G Technol ogy Services, Inc. to devel op and
i npl enment an internet-based version of the California Uility
Al l owance Cal cul ator (CUAC). M. Hoellwarth.

MR. HOCELLWARTH: Thank you. Good norning. M nane
is Craig Hoellwarth. | amthe Supervisor of H gh Performance
Buildings. | think on your agenda you see Adrian Owmby's
name, he is our subject matter expert, but he called in sick
today, so | amsitting in for him So if you will bear with
me, | have got sone information here. | thought |I would read
you sone background on the program because | know we have sone
new Conmmi ssioners, and | will give you a little blurb on the
purpose for this particular contract. So bear with ne here.
"I'n devel opi ng the New Sol ar Hones Partnership, the Energy
Comm ssi on established the Affordabl e Housing Advisory
Commttee to identify barriers to the achi evenent of high
efficiency solar hones in California's affordabl e housing
sector and make recommendations for reduction of those
barriers. 1n 2007, the Affordable Housing Advisory Committee
brought to the Commission's attention the major barrier for
energy efficiency and renewabl es that is caused by an approach
to establishing utility allowances for determ ning allowable
gross rents for affordable housing. That approach to
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establishing utility allowances, consistent with the U S
I nternal Revenue Service regulations, resulted in all owances
that do not vary as a function of the Energy Efficiency or use
of renewabl e energy of a specific affordabl e housing project.
G oss rent, defined as actual rent plus the utility all owance,
determ nes the cash flow that is achievable for the affordable
housi ng project, and therefore, the total anmount of private
capital that a project can obtain to support the devel opnent
or rehabilitation of the project. Since the previous approach
developing utility allowances ignore the energy savings that
i s achi eved through energy efficiency or renewabl e energy
i nprovenents, energy efficiency and renewabl e i nvestnents had
no inmpact on the financing that a project could attract as a
result of its incone through gross rents. |f energy savings
fromenergy efficiency and renewabl e energy were considered in
determining the project's utility allowance, the reduced
energy cost, and therefore the increased project incone that
resul ted, could becone inportant in determning the anmount of
private financing available for the project, potentially
increasing the total capital available to the project by nore
than the incremental cost of the energy efficiency and the
renewabl e energy inprovenents."

Now, the purpose of this agreenment before you is to
make substantive inprovenments in the existing California
Uility A lowance Cal culator, or CUAC as we might call it,
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software, and help ensure the professionalismof its users in
the quality of its outputs. The Energy Conmm ssion currently
provi des the CUAC as a downl oadabl e M crosoft access-based
software tool. Energy consultants are responsible for using
the CUAC to generate certified projects specific utility
al l omances. State and | ocal affordable housing authorities
and funding agencies with regulatory authority over affordable
housi ng projects have the responsibility of making sure that
the CUAC is properly inplenented. So we have a CUAC, or our
calculator, in place today in Mcrosoft downl oadabl e format.
This contract is really to make this software web accessible
and internet consistent, make it nore usable, user friendly,
and to al so collect data on who and how the tool is being
used.

COWMM SSI ONER EGGERT:  Just a quick question. You
menti oned ot her agencies. |Is that |ike HCD or who would be --

MR. HOELLWARTH: Well, this really cones under the
purview of the State Treasury Departnent and it really
connects with the tax orientation of these kinds of projects.

COWM SSI ONER EGGERT: Okay. Have they been invol ved
in the project, as well?

MR. HOELLWARTH: Onh, yes. In fact, Adrian nowis

provi di ng sone consulting help for the inplenmentation process

and, of course, with this tool, it will make it nore
accessible and we will |earn some nore about howthis is
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really going to support affordable housing projects. O her
guestions? Thank you.

COWMM SSI ONER VEEI SENM LLER:  This seens to be a very
important project. GObviously, we really need to focus on the
af f ordabl e housing elenment. And | think doing the connection
with the financial communities so they can eval uate the
effects of these investnents on the credit of the assets is
very inportant. At one stage, | do not know if they stil
are, but | think Edison Capital was investing in affordable
housing, | do not know if PG&E, but certainly to the extent
sonme of the utilities at the holding conpany | evel have these
sort of affordable housing prograns, that hopefully they can
use this sort of tool to do nore investnents.

CHAI RPERSON DOUGLAS: Very well, if there are no
nore questions or comrents, is there a notion?

COWMM SSI ONER VEEI DENM LLER: | woul d nove it.

COW SSI ONER EGCERT:  Second.

CHAI RPERSON DOUGLAS: We have a notion and a second.
Al in favor?

(Ayes.)

The itemis approved. Thank you, M. Hoellwarth.

Item 16. O fice of Inspector General. Possible
approval of a no-cost interagency agreenent with the O fice of
the Inspector General to provide services related to review,
audits and investigations regarding recipients of American
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Recovery and Rei nvest nent Act of 2009 (ARRA) funds received
t hrough the Energy Conm ssion. M. Perez.

MR. PEREZ: Good norning, Chairnman Dougl as and
fell ow Comm ssioners. | am Pat Perez representing the Energy
Comm ssion's Executive Ofice, and | am here today to seek
your approval for a no-cost interagency agreenent with the
O fice of the Inspector Ceneral. |Inspector CGeneral Laura
Chi ck has requested formal agreenents between her office and
all agencies, departnents, and other entities that are
adm ni stering Recovery Act funding under the American Recovery
and Rei nvestnent Act. The purpose of the agreenent is to
all ow the Inspector General to conduct audits, reviews, and
investigations of entities, as well as sub-recipients that
will be receiving energy funding fromthe California Energy
Comm ssion. Staff supports the no-cost interagency agreenent
and firmy believes that it is critical for neeting the
overal | objectives of the Recovery Act, which is to ensure
transparency, accountability, as well as the proper
expenditure of Econom c Stinmulus Funds. Also, | would like to
say that it also reinforces the Governor's April 3'¢ Executive
Order, which established the position of the Inspector Ceneral
and laid out the roles for the Inspector CGeneral, which is to
ensure the proper utilization of the Recovery Act Funds in a
transparent manner, and as well as detect any potential m suse
of funds. So with that, | amavailable to respond to any
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guestions you may have.

CHAI RPERSON DOUGLAS: Thank you, M. Perez. Are
t here any questions?

COWM SSI ONER BYRON: I f it does not, | hope the
preanbl e of our agreenent states that we wel come and encour age
i ndependent reviews and audits of our prograns. O course, |
do not expect themto find anything, but this Comm ssioner is
very interested in the results of such an audit. Thank you,
M. Perez.

MR PEREZ: You are wel cone.

CHAI RPERSON DOUGLAS: Thank you, Comm ssioner Byron,
and | agree, transparency is one of our nost inportant val ues
here, as well as accountability in ensuring that we deliver
the results that are prograns are designed to deliver. So |
al so strongly support this agreenent. Are there any other
comments or questions?

COW SSI ONER BYRON:  Madam Chair, | nove the item

COW SSI ONER EGCERT:  Second.

CHAI RPERSON DOUGLAS: We have a notion and a second.
Al in favor?

(Ayes.)

The itemis approved.

MR. PEREZ: Thank you for your support.

CHAI RPERSON DOUGLAS: Item 17. New Sol ar Hones
Part nershi p (NSHP) Gui debook. Possible adoption of the
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Renewabl es Comm ttee's proposed revisions to the NSHP
Gui debooks. M. Concal ves.

MR. GONCALVES: Thank you, Chairman, Conmm ssSioners.
| am Tony Goncal ves, Manager of the Renewabl e Energy O fi ce.
The New Sol ar Homes Partnership offers incentives to encourage
solar installations with high levels of energy efficiency in
the residential new construction market and has a goal of
achi eving 400 negawatts of installed PV by 2016. The proposed
changes are primarily intended to clarify programrequirenents
and sinplify the application process, and to nake them
consistent with Senate Bill 1 Guidelines. The proposed
changes include clarifying the eligibility of |ease systens
and systens providing electricity under Power Purchase
Agreenents, nodifying the Solar as an Option Program by
allow ng up to 50 percent of the project's residential draw
units to reserve funding, and extending the reservation period
to 36 nonths, allow ng system size upgrades to be cal cul ated
at the incentive level the reservation was initially approved,
providing incentives for only the first 7.5 kilowatts for
systens installed on residential dwelling units with no system
size justification required, updating the energy efficiency
tier levels to conformto the new 2008 Buil di ng St andards,
updating the California Flexible Insulation Criteria Tilt
range to include flat installations, allow ng affordable
housi ng with QOccupancy Permts |ess than two-years-old to
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apply for incentives, explicitly recognizing virtual net
nmetering for affordable housing, and all ow ng projects
requesting funding fromthe California Tax Credit Allocation
Comm ttee additional tinme to provide their finalized energy

ef ficiency docunentation. Additionally, staff has proposed
Errata that are either editorial or intended to provide
clarification or response to comments submtted by severa

st akehol ders. Copies of the Errata are on the back table and,
hopefully, you all have a copy of those Errata. At this
point, I would like to ask whether you would like nme to read
all of the changes in the Errata into the record, or to sinply
summari ze those changes.

CHAI RPERSON DOUGLAS: Wl l, thank you for bringing
them by all of the Conm ssioners' offices. | think the
preference would be for you to summari ze the changes. W have
all had a chance to review t hem

MR. GONCALVES: Al right, I will do that. On page
6, we are sinply re-inserting sonme | anguage that was
i nadvertently renoved in the recent changes. The figures on
pages 7 and 8, we are sinply adding clarification with regards
to which forns need to be submtted at each step of the
process. On page 9, we clarify how the Gui debook changes
af fect existing applicants. Page 17 clarifies howto self-
register. On page 18, we nmake changes that are editorial in
nature to the section on Lease Provisions. The changes on
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both pages 28 and 29 are sinply editorial in nature. Changes
on page 31 sinply add an additional electronic file type that
will be accepted as back-up. And on page 34, we clarify the
needed docunentation for | eased and Power Purchase Agreenent
systens. In the Appendi x on page 50, the changes there are
nmerely editorial. And finally, we are making some conform ng
changes to Forns NSHP 1, NSHP 1.5, and NSHP 2.

CHAI RPERSON DOUGLAS: Thank you for that summary,
M. Goncal ves. W have a nunber of nenbers of the public who
woul d |i ke to speak, and | think Conm ssioners agree we w ||
take comments before noving to questions fromthe Dais. Did
t hat concl ude your presentation?

MR. GONCALVES: Yes, it did.

CHAI RPERSON DOUGLAS: Very good.

MR. GONCALVES:. | believe M. Herrera may have --

CHAI RPERSON DOUGLAS: Oh, M. Herrera.

MR. HERRERA: Gabe Herrera with the Comm ssion's

Legal Ofice. | need to make sone comments on the record
concerning CEQA. | can do it after the public comments if you
like.

CHAI RPERSON DOUGLAS: Pl ease, go ahead.

MR. HERRERA: Wen the Comm ssion proposes guideline
revisions such as these, the Legal Ofice takes a |ook at the
revisions to see if they constitute a project under the
California Environnental Quality Act, commonly known as CEQA,
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and in this case the Legal Ofice took a | ook at these
proposed revisions and determned that it was not a project
under CEQA, and the reason is that these guideline changes are
changes to a funding nmechanism and to the creation of funding
mechani snms that do not result in funding actually being

provi ded or approved for a specific project. Those kind of
activities are exenpt, and not defined as a project under
Title 14 of the California Code of Regul ations Section
15378(b)(2) and (b)(4). In addition, the adoption of these
guidelines is exenpt fromwhat is conmonly referred to as the
Common Sense Exception under CEQA, and that is provided in
Title 14 of the California Code of Regul ations Section
15061(b) (3).

CHAI RPERSON DOUGLAS: Thank you, M. Herrera. W
will take public comment on this item now, beginning with
CGeorge Nesbhitt with CALHERS

MR. NESBI TT: Ceorge Nesbitt, Environnental Design
Build. | ama Honme Performance Contractor, HERS Rater
Greenpoint Rater, Certified Energy Pl an Exam ner, and
hopeful |y a passive house consultant. | would |ike to thank
t he Comm ssion for your support of HERS Raters with the New
Sol ar Hone Partnership Program Unfortunately, the | OUs have
chosen to hire private subcontractors, and | will cover nore
of that in public cooment. | would |ike to thank you for
maki ng sone changes in the Gui debooks based on comments that |
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have been asking for the past year or nore, a clarification on
ef ficiency nmeasures, as well as sone of the issues with nulti-
famly and m xed use. | also want to thank you for
considering the comments | delivered after the Business
Meeting two weeks ago, | got here too | ate and you post poned
it. The one fix that got put in was the mcropas version 8
file because, CGod forbid, sonme heartl ess bureaucrat woul d kick
an application back because you submtted an MP-8 for 2008
Energy Code, and the form says you needed an MP-7. So what |
woul d Iike to touch on are some of the issues that do need
clarification that are not in there yet. The big one, al
efficiency nmeasures. Under the current guidelines, it is
totally unclear. The website has tal ked about HERS
verification for the PV systemand for Title 24 credit
measures such as Q1 duct testing. CHEERS, as well as

Cal CERTS trains us to verify everything on a CFIR CHEERS, in
addition, tells us we are supposed to check all the mandatory
measures. The current revision does not define what al

ef ficiency neasures are, what | am supposed to verify. Yes,
on the claimformyou reference, say, CF4R and SHP, which rule
| guess defines this, but it is not here to review and comrent
on, nor is it clear in the Guidelines up front what you have
to. One of the issues is | amworking on a house that has
been occupied for a year, so that is one of the results of
this lack of clarity. You need to specifically, you know, say
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that a HERS rater needs to be involved in rough construction
in order to verify these things. You need to require the HERS
rater on the NSHP-1 application because, | have to tell you,

at that point, nost of the projects are underway. Al ny
multi-famly HERS verifications, pre-2006, were all conpleted
before | got called. SB 1 CGuidelines -- we have been asked to
nmeet requirenents that are in the SB 1 CGuidelines, yet the
NSHP Gui del i nes have no reference to the SB 1 Cuidelines as a
docunent, so froma legal standpoint, it is a lot better if
you say, "You also have to conply with all the regulations in
the SB 1 Guidelines.” PERF 1, which is a non-residenti al

file, which is inmportant for nmulti-famly, as well as m xed
use, you say it needs to be 15 percent above code, but what |
think you need to clarify is that is excluding process |oad,

at least on nmulti-famly high rise, because there is a big
difference there. A little editing nitpick, HERS Rater and
HERS Provi der need to be -- Rater and Provider need to be
starting with capital Rand P. They are on the NSHP-1 and 2,
but not in the text. You know, it is -- you are using it
essentially as a nanme, you know, and it puts nore enphasis on
Rater. Last issue is nultiple orientations, which is when you
have nultiple strings on a given inverter that face different
orientations, or have different tilts. It is also interpreted
as if there are different shading conditions, so | amtold by
installers that the Energy Conmi ssion tells themto do that
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when it is shading, yet the Guidelines do not say that is an
accept abl e reason for going to that nethodol ogy. Beyond that,
there are actually a |l ot of issues that creates -- nmakes it
very confusing for the HERS Rater clients, and actually |
think creates sonme downstreamissues that | will not go into,
because | think fixing that is a little bit beyond the

revi sions you want to do right now | do want to encourage
you to adopt these changes, they are a nove in the right
direction, but | strongly urge you to take into consideration
these further clarifications because | do not think the Energy
Comm ssion's goals are clearly defined as well as the rules.
So | do not know if that neans delaying it another coupl e of
weeks, or adopting it and having staff go back and cone up
with nore revisions, but please do not let it sit another year
and a half. And | will go into why on that later at public
comment. | just wanted to focus on the specific revisions.

CHAI RPERSON DOUGLAS: M. Nesbitt, is it your
interest in com ng back and tal king about other topics |ater
at public comment because you do not think they are related to
this iten? O --

MR. NESBITT: | wanted to break it up. | wanted to
address nore specific revisions that can be done here and now
versus sort of sonme broader issues with the program and just,
you know, break up the tinme period rather than droning on and
on and on.
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CHAl RPERSON DOUGLAS:  Well, if you --

MR NESBITT: | would rather cone back later to do
t he ot her.

CHAI RPERSON DOUGLAS: -- woul d rather cone back,
then that would be fine. M. Goncal ves, could you respond to
sone of these issues?

MR. GONCALVES: | think we would be happy to work
wth M. Nesbitt. | do not know if we can address these here
and now, right now, but we would be happy to work with M.
Nesbitt to | ook at these changes and see which ones we can
incorporate in the future.

COWM SSI ONER BYRON:  Did you have an opportunity to
hear these comments before?

MR. GONCALVES: You know, honestly, these conments
did not make it to ne, so | had not seen these particul ar
comrent s.

MR NESBITT: Can | nmake a conmment on that? These
revisions -- | made comments back in April at a workshop, and
| have been waiting for sonething to happen, and about
Decenber 30'" or 31%', the notice when out that it was -- that
the revisions were going up for adoption at the January 13'f
nmeeting. So there was no public -- there was no public
nmeeting on the proposed changes, so it went -- it cane
straight to you, so the only comment period was |ess, you
know, about two weeks, and woul d have been witten coments.
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| actually cane out two weeks ago, but | got here too | ate and
the item got postponed. So -- but | delivered basically al
these in person after the Business Meeting two weeks ago to
Sandy M|l er and Le-Quyen, and we tal ked about them So, and
the MP8 got in there, so sonething got in.

MR. HERERRA: Chairman Douglas, if | could respond
at least to one of the points M. Nesbitt raised, and that is
it appears that the term HERS Raters, the "R' in Raters is not
capitalized. In those kind of granmmatical changes, | think we
could make with the Conmi ssion's approval here; with respect
to some of the other recommended changes, | think we are going
to have to go back and | ook at those coments because |, |ike
M. Concal ves, did not receive those. W did receive docketed
comments fromtwo other parties, Peterson Dean and Sunpower,
and it was based upon those comments that staff recommended
this itembe pulled so that we could consider their comments,
and we have to the extent we can, in the Errata that is being
di scussed.

COWM SSI ONER EGGERT:  Could | just ask a quick
guestion with respect to the HERS rating conponent. Is it
currently required that these undergo a HERS rating? 1Is --

MR. HERRERA: Yes, that is correct.

COW SSI ONER EGGERT: Ckay, and that occurs at which
point in the process?

MR. HERRERA: Well, it occurs in the application.
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So the way this programworks is that an end-use custoner or
home buil der comes to the Energy Conm ssion and reserves
funding for a specific group of projects. And then they nove
forward to install those projects. Once the installation is
made, then the applicant needs to provide sonme docunentation
that they have satisfied energy efficiency requirenents, as
wel | as other requirenments of the program And the HERS
Raters get involved it that step by providing a verification
to the Home Builder which, in turn, is submtted to the Energy
Conmmi ssi on.

COWM SSI ONER EGGERT:  Ckay. Thanks.

CHAI RPERSON DOUGLAS: | was just conferring with the
Executive Director on sone ideas for process. | think we have
a bit of a dilemm here because there is tremendous interest
in this Gui debook, these Gui debook provisions being in place,
and there are and have been a | ot of stakehol ders who have
been waiting very eagerly for this, and I do not want to
di sappoi nt them by pushing off revisions that they have been
waiting for and working for, for quite sone tine, in order to
get sonme of these details exactly right; and, on the other
hand, | also am concerned that, as you say, you may not have
had sufficient -- either tine or space -- to engage in this in
a way that m ght have allowed you to work with staff. And I
think these are all issues that just, on first inpression, do
sound imm nently resol vabl e, but not here and not now. M
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suggestion if Conm ssioners are in agreenent is that we nove
ahead and go forward with adoption of the Gui debook, but that
we direct staff to work with M. Neshitt expeditiously and if
there are revisions that you are able to agree on with himto
address sone of his concerns, please bring themto us. M.
Nesbitt, if you have concerns of any kind, please contact and
work with the Conmm ssioners on the Renewables Conmttee. But
we are interested in addressing your concerns. | think that
it can be done relatively expeditiously, but | personally
prefer not to hold off on the Gui debook adoption, given the

i nportance of noving forward.

VI CE CHAIR BOYD: One additional coment. W m ght
want to take M. Herrera up on his suggestion that the
granmati cal fixes be done and that we so del egate in our
approval, in our notion to approve, to fix those kinds of
t hi ngs.

MR. NESBITT: | nean, | agree, | do not want to hold
it up and | think nost of the revisions that | amtalking
about at this point are really further clarification of what
you have done, and so if we come back in a nonth and, you
know, make some changes that nake everything nore clear. | am
not talking |Iike, you know, changing the program or nmajor
changes.

CHAI RPERSON DOUGLAS: O you are reserving that for
public conmment? |In any case --
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MR. NESBITT: No, | just want to further clarify
sort of what these kinds of issues have created for the
program and the challenges for it, and so | do want to | eave
that until later.

CHAI RPERSON DOUGLAS: Well, please do work with
staff. W wll take M. Herrera up on his offer to clear up
granmatical errors, words that need to be capitalized and so
on.

MR. NESBI TT: Ckay, thank you.

CHAI RPERSON DOUGLAS: Very well. Any additional
guestions or comments fromthe Comm ssioners?

COMM SSI ONER BYRON:  |s there any additional public
comment ?

CHAI RPERSON DOUGLAS: Onh, Commi ssioner Byron, thank
you very nmuch. W have public coment from Lucy Bosworth, who
is on the phone. M. Bosworth?

M5. BOSWORTH: Yes. Good norning, Conm ssioners.
My nanme is Lucy --

CHAlI RPERSON DOUGLAS: Excuse ne one nonent. Can we
get the volune turned up? 1Is there a way to do that? o
ahead and start talking, but please speak up.

M5. BOSWORTH: Okay. Good norning, Comm Ssioners.
My nane is Lucy Bosworth. | have been involved in the solar
i ndustry back when the CEC ran the entire program under the
Renewabl es Program before, and | have seen the NSHP go under a
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| ot of changes, but this one, where the sizing is going to be
restricted to at least 7.5 kilowatts, | think is ill-advised
here in San Di ego, and the reason | am saying that is because
we do not have a | ot of custom hones that are being built out
here. So permts that are being pulled are for hones that
were not in the last two fires here, and the first fire that
took place five years ago, those honmeowners have not built
their hones yet because they got |ower payouts fromtheir
i nsurance conpani es. The hones that are being built right now
are the hones fromtwo years ago, fromthe fire two years ago,
where the honeowners got nore of an incentive fromtheir
i nsurance conpanies, so they are able to build their hones
bi gger and apply solar to them And, | nean, if you are going
to put a size restriction, do not put it at 7.5, put it at
| east 15 or 20 kil owatts because sone of these people wll not
buy a solar systemif they cannot get sonething big enough to
cover their solar needs, or their electrical needs, since
SD&E just inplenented another 4 percent raise, you know, on
their rates. And solar needs are going to just keep going up
and the rates of electricity are going to be going up. So |
i npl ore you, please, do not put a 7.5 kilowatt limt on these
new homes because no one will decide to buy solar at that
point. They at |east need a 15-20 m ninum si ze here in San
D ego. Thank you.

MR. HERRERA: Chairman Douglas, if | could respond

CALIFORNIA REPORTING, LLC 67
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

to that point. | think Ms. Bosworth m ght be confused on the
changes that we are proposing. By law, a solar energy system
can be no small than the 1 kilowatt and no bigger than 1
megawatt in the CGuidelines, and the Energy Comm ssion's
Gui delines for the New Sol ar Hone Partnership Program are
consistent wwth that. W also inpose a requirenent -- |
shoul d say the Comm ssion -- that the system be sized to
of fset the consunmer's on-site load. And if it reaches a
certain size, or we are up to a certain size, we assune that
that systemw Il in fact do that. Right now, that is 5 kW
but we are actually pushing that up. So if you install a
systemthat is 5 kWor snmaller in size, you do not have to
denonstrate that you have onsite |oads sufficient for the
anount of power being generated. |If you go above 5 kW then
you have to denonstrate by providing utility statenments or
ot her docunentation that show you, in fact, have an onsite
| oan greater than 5 kW W are pushing that 5 kWup to 7.5 kW
inthis set of revisions. So in Ms. Bosworth's case, she can
still apply for funding for a larger system but to the extent
it exceeds the 7.5 kW she would need to denonstrate that she
had on-site |loads sufficient for that system

M5. BOSWORTH. Excuse nme here, so as long as they
have a Title 24 for a brand new hone that states that, yes,
they will need a 15 kilowatt system their incentive wll pay
up to that 15 kilowatt systen? And they will not just be paid
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on half of it, the 7.5?

COWM SSI ONER BYRON:  Ms. Bosworth, the experts are
conferring.

MR. HERRERA: | think Tony Goncal ves needs to
clarify ny cormments because | think I m ght have m sread these
changes.

MR. GONCALVES: | think what Gabe said was accurate
to a certain point, but we are limting the rebates to the
first 7.5 kilowatts of the system we are not limting the
size of the system it can still be in the 1 kilowatt up to
the 1 negawatt size limtation, but we are only -- we are
[imting the incentives to only the first 7.5 of kilowatts.

CHAI RPERSON DOUGLAS: And as | understand it, M.
CGoncalves, is in part the rationale for that is to ensure that
the incentives expand to nore housing and are not necessarily
used up as quickly. Are there other rationales that staff has
gone through --

MR. HERRERA: That is one of the primary rationales,
the other one is that the majority -- the overwhel m ng
majority of systens that have conme in to the New Sol ar Hones
Partnership fall within the 7.5 kilowatt limtation. W have
a very small percentage that exceeds that anount.

CHAlI RPERSON DOUGLAS: That is right and that is
because that majority of hones tend to be the production
hones.
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MR. HERRERA: That is correct.

MR. GONCALVES: Right.

COWM SSI ONER EGGERT: What is about an average size
system for these?

MR. GONCALVES:. | believe the average size systens
on the NSHP is 2 kilowatts.

COWM SSI ONER EGGERT: A 2 kil owatt systen?

MR GONCALVES: Yes. | do understand in the PUC s
-- the CSI for existing honmes -- that the sizeis a little b
| ar ger.

COWM SSI ONER EGGERT: Is it possible that having a
limtation would al so encourage additional efficiency
activities in larger hones? 1Is that --

COWM SSI ONER VEEI SENM LLER:  Yeah, | would think it
woul d. | have seen sone of the houses peopl e have done on
sort of the marginal cost and margi nal benefits of |arger
sol ar systens, and, you know, again, you get the question,
what is larger? But certainly at sonme point it has got to be
much nore economcal to invest in energy efficiency to reduce
the load than to add additional solar systemcapacity. Now,
gather, as you go through that trade-off, you know, but again
that is sort of marginal analysis. | think you could questio
how far to go, but above 7.5, it strikes nme that there have t
be other things you could do to push the | oad down nore cost-
effectively. And | think we certainly need to nake sure that
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the limted pot of funds we have is sort of w dely disbursed,
and particularly by doing sonme sort of coherent sizing, you
certainly get l|arger disbursals there, and presumably al so can
capture sone of the smaller |oads, smaller houses, again, as
the Chair had indicated, not having all the noney absorbed by
very large houses with very |arge | oads.

CHAI RPERSON DOUGLAS: | think the discussion and the
question that triggered the discussion is exactly on point and
t he question before us, the size limtation certainly could
di scourage sone of the very large installations; on the other
hand, as Conmm ssioner Weisenm|ler points out, it does not
necessarily because, at the 7.5 level, it is still quite a
| arge system it is over the average size, and efficiency
measures nay well be a very effective way, and cost-effective
way of hel ping bring that house quite far down in its
electricity use.

COWM SSI ONER VEI SENM LLER:  Exactly. And, in
addition, at that size, if they are really |looking for the
ultimate, maybe the other thing to consider woul d be
batteries, not just the scale, but the duration they are
trying to capture.

VICE CHAIR BOYD: Is there a crude correlation
bet ween house square footage and kilowatts of a rooftop
systenf? |If the average is 2, and we are tal king about 7.5, it
sounds like it is fairly significant piece of property.
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MR. GONCALVES: Yeah, there are also limtations
based on actual roof space. And I do not know those nunbers
right off hand. | can get that for you.

VI CE CHAI R BOYD: Thank you

CHAl RMVAN DOUGLAS: O her questions or conmments on
this issue?

VICE CHAIR BOYD: Well, | would just nbve to approve
the itembefore us with the added proviso that the staff is
aut horized to nmake those grammatical changes that M. Herrera
acknow edged, and that would be the notion for approval and
that the staff work wwth the parties in the future. | hear, |
t hink, a voice on the phone --

CHAI RPERSON DOUGLAS: | think the person doing
public conmment, Ms. Bosworth, do you have another comment or
anot her point that you would |li ke to nake? M. Bosworth?

M5. BOSWORTH:  Yes?

CHAI RPERSON DOUGLAS: Did you have anot her point
that you would like to make?

M5. BOSWORTH: Yes, | do. In the handbook, not just
in the CSI handbook but also in the NSHP Handbook, it states
that you are to do a sizing systemfor the square footage of
your home, so basically what it is saying is that if you have
a 3, 000-square-foot hone, then you can get a 6,000 kil owatt
system and where M. Goncalves is getting that the typica
systemis only 2.2, that cannot be true if they are goi ng by
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the actual square footage of the hone to the size of the
system that it would take to cover the electrical needs of
that home. So, you know, if you put the size limt that the
incentive is going to be paid out at 7.5, and the honmeowner
deci des, okay, | amonly going to do a 7.5 system but if it
does not cover ny electrical needs, | amgoing to have to get
a bigger system even though the hone is already energy
efficiency, then they are going to have to go through the CSI
Programto get another system added on, or a bigger system
which is going to inprove -- cost them nore noney instead of
them just adding that system the original size that they
want ed, onto their home. Do you understand what | am getting
at?

CHAI RPERSON DOUGLAS: Does staff want to comment on
t hat ?

MR. GONCALVES: The one thing | can coment is on
the size. The average size that | quoted was based on actual
systens that have been submtted into the New Sol ar Hones
Part nershi p, and based on that, the average system has been
around 2 kilowatts.

CHAI RPERSON DOUGLAS: Thank you.

MR. SAXTON: | am Patrick Saxton with the High
Performance Buildings Ofice. | amnot aware of anywhere in
t he NSAP Gui debook or the SP-1 Guidelines that refers to the
PV systemsize in relation to the square footage of the house.

CALIFORNIA REPORTING, LLC 73
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

The average hone in California uses about 7,000 kilowatt hours

a year. The average PV systemwel| oriented, of course,

dependi ng on climate,

year,

so a 7.5 kWsystemw || produce over 150 percent of

average, so we are talking very |arge houses here with ve

| ar ge

smal |

el ectrical |oads, and as was stated previously, a v

per cent age of hones that have been submtted to the

program so far, well under 5 percent of the hones. So it

certai

nly could have an effect on the custom honme market,

ry

ery

but

there is no restriction on what a homeowner may choose to do,

just that only the first 7.5 kWof the systemwould receive

nmonetary incentive.

COW SSI ONER BYRON: That is correct. | think that

is the real issue here. There is nothing that restricts,

understand it, the size of what the individual w shes to

i nvest

in. Ms. Bosworth, | think it is the determ nation

as

on

the part of the staff that we need to spread these funds as

liberally as we can to nmake sure they are applied, not ju

at, shall we say, large high energy use honmes. Thank you for

your conmment, however .

CHAI RPERSON DOUGLAS: W have a notion by

Comm ssioner Boyd. |s there a second?

woul d

m nor

COVMM SSI ONER BYRON: Madam Chair, if | could, |
like to second it, however, | amjust wondering, it
item but | think it has to be di scussed, and that
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that the title sheet seens to also be out of date for this
report given that we have two new Conmi ssioners. So | only
bring it up if indeed it needs to be included in the notion.

VICE CHAIR BOYD: They tried to slide that into
m nor edits.

M5. JONES: We will include those in the granmatica
changes, yes.

COWM SSI ONER BYRON:  Ckay, thank you very nuch.

That is sufficient for ne. | second the notion.

CHAI RPERSON DOUGLAS: Thank you, Comm ssioner Byron,
and | think this just shows how | ong we have been working on
this report and how pl eased many of us will be to have it
finalized. W have a notion and a second. Al in favor?

(Ayes.)

The itemis approved.

MR. GONCALVES: Thank you.

MR. HERRERA: Thanks.

CHAI RPERSON DOUGLAS: Item 18. Waste Heat and
Car bon Em ssion Reduction Act Guidelines. Possible adoption
of conbi ned heat and power systens guidelines under the Waste
Heat and Carbon Em ssion Reduction Act. M. Rhyne.

MR. RHYNE: Good norning, Conm ssioners. M nane is
lvin Rhyne. | amthe Manager of the Electricity Analysis
Ofice at the California Energy Comm ssion, and | amhere to
recommend adoption of the Cormittee Final Guidelines for
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certification of conbined heat and power facilities under
Assenbly Bill 1613. These CGuidelines are the direct result of
t he hard work and dedi cation of our staff, specifically Linda
Kelly and Art Soinsky, who really worked tirelessly to ensure
that these Cuidelines are both conplete and effective. The
Act specifically encourages new conbi ned heat and power, also
known as co-generation or CHP, and requires the California
Public Utilities Comm ssion and the Energy Conm ssion to
establish polices and procedures for the purchase of
electricity fromnew CHP systens that are 20 negawatts or

| ess. The Energy Commi ssion is required to adopt guidelines
setting forth technical requirements that CHP systens nust
nmeet to qualify for the incentive program devel oped pursuant
to the Act. These facilities nmust be interconnected to the
electrical grid, sized to neet the custoner's on-site thernal
| oad, and operate continuously in a manner that optim zes the
efficient use of waste heat. The Guidelines will apply to
qual i fying CHP systens covered in both investor-owned utility
and publicly-owned utility prograns.

The proposed gui delines are conposed of three major
parts. The first conponent is a mninmum perfornmance standard
consisting of a 62 percent fuel to useful output energy
conversion efficiency, a nitrous oxide or NO |limt of .07
pounds per negawatt hour, and conformance with the
Envi ronnental Performance Standard of SB 1368. The second
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maj or conponent, the Application for Certification consists of
the filing of a set of standardized forns with attachnents

t hat denonstrate that the proposed CHP system as it is
predicted to operate over a 12-nonth period of tine, will neet
or exceed all of the performance requirenments. The third
maj or conponent, the Annual Report of Operation, consists of a
standardi zed set of forns with attachnments and a signed

Decl arati on and Performance, which denonstrates that the CHP
system actual ly net or exceeded the required performance

| evel s. The Annual Report is subject to review and audit.

Any failure of the CHP systemto conformto the Guidelines is
a basis for loss of certification by the Executive D rector
Wth the three nmajor conponents taken together, the QGuidelines
satisfy the intent of AB 1613 with respect to advancing the
efficiency of natural gas use, reducing the wasteful
consunption of energy, and facilitating the installation of
CHP systens that are environnmental ly beneficial.

Three changes have been made between the staff draft
and the Commttee recomended Guidelines. First, the m ninmm
energy efficiency | evel has been increased from 60 percent to
62 percent. This is consistent with the |anguage of the Act
whi ch sets 60 percent as a mninmum but not maxi num efficiency
|l evel. Second, in response to comments from stakehol ders, the
sane efficiency standard has been applied to both topping
cycles and bottom ng cycles that use supplenentary firing.
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And, third, a fuel savings standard has been renoved because
the Commttee directed staff to sinplify the Guidelines. The
fuel savings standards becones, therefore, redundant with the
energy efficiency standards.

Recent comments on the proposed Guidelines |argely
repeat those submtted earlier. These objections have been
addressed in the Initial Statenment of Reasons Report and wl |
be further addressed in a Final Statenent of Reasons Report.
Staff took note of comments related to the 62 percent energy
ef ficiency standard and the greenhouse gas em ssions from CHP
systens conpared to the separate generation of electricity and
the on-site provision of thernal energy. This 62 percent
energy efficiency standard is econom cally and technol ogically
achi evabl e, based on a CHP narket penetration report prepared
by ICF International, and is above the 60 percent efficiency
standard in state law. The 62 percent efficiency standard
strikes a bal ance between greenhouse gas savings per installed
megawat t, and the nunber of CHP systens that need to be
installed to neet the greenhouse gas mtigation goals in the
AB 32 Scopi ng Pl an.

Finally, I would Iike to close by saying that these
GQuidelines are ready for adoption. Every directive of AB 1613
has been addressed in the Guidelines thenselves, and the
St at enent of Reasons. The QGui del i nes performance
requi renents, the application process for CHP system
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certification, and the requirenents on annual nonitoring and
reporting, assure that the objectives of AB 1613 are achi eved.
Therefore, staff reconmends adoption of the Commttee Final
Gui del i nes. Thank you.

CHAI RPERSON DOQUGLAS: Thank you, M. Rhyne. W have
a nunber of people who would like to speak to this item |
will take themin the order that | received them beginning
wi th Manuel Alvarez from Southern California Edison.

MR. ALVAREZ: (Good norni ng, Comm ssioners. First of
all, let nme thank the staff and the Conmttee for their hard
wor k, and we appreciate their effort. W did, in fact, file a
series of comments during the course of this event, which were
considered by the Commttee and the staff, and | have to
acknow edge Dr. Soi nsky's work over the years and appreciate
his efforts. What | would like to do today is kind of raise
an issue that we feel still needs to be addressed and that is
t he fuel savings conponent that was renoved fromthe staff's
proposal back in Novenber. W believe that should still be in
as part of the exercise, that the staff needs to spend sone
time, the Conm ssion needs to spend the tinme on what that fuel
savings is. W understand and we heard today the notion of
t hi s redundancy between the energy efficiency nunber and the
fuel savings estimate that was in the Staff Report. | am not
sure | understand that redundancy conment, but | think it is
sonmet hing that needs to be addressed at the Conmmi ssion |evel.
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| guess what | would like to do is get sone guidance fromthe
Comm ssi on of whether that fuel savings is sonething that we
can take up later as part of an anmendnent process, or of a
revi sion process, as these guidelines nove forward, or not.
W think it is acritical itemto be part of the Cuidelines.

COWM SSI ONER BYRON:  Dr. Soi nsky -- or what does he
mean? What is he talking about? |Is this the doubl e-benchmark
that we are di scussing?

DR. SO NSKY: | believe it is the doubl e-benchmark
and the wedge that occurs between a benchmark -- a doubl e-
benchmar k based on assunptions of what the separate provision
of electricity and heat, or hot water would be, and what you
woul d get from 62 percent.

COWM SSI ONER BYRON:  Yeah, | just asked for
clarification of all of us here because, M. Alvarez, | did
not understand what you nmeant, so you are talking essentially
about whet her or not we would take up the doubl e-benchmark
notion again. |Is that correct?

MR ALVAREZ: Yes.

VI CE CHAIR BOYD: You do not see that as a fatal
flaw, such that you woul d request the whol e product not go out
t he door until it is addressed?

MR. ALVAREZ: You now, we westled with that
particular activity and that particul ar question, and we have
deci ded not to request that you prevent the CGuidelines from
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movi ng forward, just that you agree to take it up at sone
subsequent date and we could actually revisit that. The

di scussion of the 62 percent efficiency conponent, we actually
advocated in the proceeding that we wanted a hi gher val ue for
that, and even though we provided information to the staff in
terms of the range of efficiency conponents that we have on
our system the 62 percent, we have on average hi gher
efficiency than that existing, so that nunber could actually
be increased also. So | amnot sure if that answers your
guestion. | think we are confortable where we are at, but
there is still sonme work to be done.

VI CE CHAIR BOYD: (Okay, it does answer the question
But | et me ask, you say you achi eved hi gher nunbers, but |
will ask the staff, maybe, you know, what is the statew de
fl eet nunber that we are dealing wth here?

DR. SO NSKY: | amsorry, what is the statew de --
well, it depends, it is sort of how you use statistics on the
existing fleet, and then how do you use that information in
setting a new benchmark. The average of systens connected to
the SCE Systemis higher than 62 percent, but the nedian is
bel ow 61 percent, so how do you play the ganmes with what you
have got and can achieve. The 62 percent nunber was devel oped
based -- or was set -- to an extent on a study done by |ICF
I nternational, the Market Penetration of CHP. And it | ooked
at, given payback periods of four years, what anount of
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penetration would you get in ternms of CHP and what woul d be
their characteristics. And if you couple that to the
requirenents in the |aw that systens be technol ogically

feasi ble, cost-effective, and environnental |y beneficial,
those characteristics apply to the systens that | CF predicted
woul d penetrate. And so that nunmber was at 62 percent, so
that is where that nunber was chosen. Now, one of the things,
certainly, that we would hope to obtain fromthe

i npl enmentation of this program and the performance reporting
requirenents is a really defensible database of how systens
actually performto informrevisions, or to informpolicy in
the future with respect to achieving AB 32 goals and the
objectives of AB 1613 in ternms of CHP penetration. So |I think
one of the mmjor reasons for enbedding the reporting
requirenents is to finally have a statew de dat abase of new
CHP that is exporting electricity to the Gid.

VI CE CHAI R BOYD: Thank you

CHAI RPERSON DOUGLAS: | have a quick question. M.
Al varez, when you said you wanted us to adopt a nunber that
required nore efficiency than the 62 percent, do you recall --
or did Edi son nake a specific reconmendati on?

MR. ALVAREZ: Actually, | do not recall that nunber,
but 1 thought we were tal king around 70 percent? Seventy-
five.

CHAI RPERSON DOUGLAS: That is hel pful. Thank you
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for your comments. The next blue card | have is fromDr.
Bar bar a Bar kovi ch.

DR. BARKOVI CH. Thank you, Comm ssioners. | am
happy to see ny old school mate sitting up with you now. Dr.
Weisenm | ler and I go back a long way to the Energy and
Resources Program at Berkeley. | am here today representing
the cenent industry, which is interested in the application of
bottom ng cycle CHP, which is the technol ogy that usually gets
forgotten about when people tal k about CHP. The industry is
interested in it for two reasons, one is it would enabl e them
to engage in some GHG mtigation, which is a very inportant
consideration for the cenent industry, and it would al so all ow
themto have sone possible control over what are ever-
increasing electricity costs, and the industry is very
electricity intensive. Wile the industry intends for its CHP
to be used on-site, it is concerned that the Cuidelines that
are being devel oped here could be used for other purposes, for
exanple, we are still waiting to see what the Air Resources
Board will conme up with in ternms of its CHP pronul gation
policy. So what is done at this Commssion is, in fact, very
i mportant.

The statute specifies a 60 percent electrical
efficiency. You have heard that. The staff has recommended a
change to 62 percent. Edison has tal ked about 70 percent.

Si xty percent is already substantially nore efficient than a
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conbi ned cycle power plant; we have to keep that in mnd, as
far as electrical efficiency goes. A 7,000 heat rate plant
does not even have 50 percent efficiency. So what we are
tal king about is trying to push the limts for CHP well| beyond
what is expected of the electric generation sector. And |
think the concern on behalf of the cenent industry is that
increasing the efficiency basically would result in |ess
el ectrical output from supplenmental firing, supplenenta
firing wll have to neet the EPS and all the other
requi renents, and that will make the projects | ess cost-
effective and less likely to be inplenented. And under those
ci rcunstances, part of their GG mtigation strategy is being
underm ned, and | think potentially part of the ARB' s
mtigation strategy could be undermned. So | want to point
out the fact that the 60 percent nunber is not a trivial
nunber and that, at |east for bottom ng cycle applications, we
have done cal culations that will reduce the feasible anount of
output. Thank you very nuch for allowing ne to coment.

CHAI RPERSON DOQUGLAS: Thank you for your comments.
Mar k Krause, PG&E.

COWM SSI ONER BYRON:  Mark, before you cone up, Dr.
Soi nsky, could you address this comment with regard to the 62
versus 60 percent.

DR SO NSKY: As stated in the Statenent of Reasons
Report, we had the ICF Report to informtopping cycles, we did
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not have anything to informwhat a reasonable |evel or
achi evable level is on bottomng cycles. So there were -- |
guess you could say -- two different paths that could have
been taken, either 62 percent for everybody, or 62 for topping
and 60 for bottom ng. And you know, the decision was made to
go with 62 percent for all. | mean, Ms. Barkovich's comments
are very well taken with respect to the val ue of bottom ng
cycles and the fundanmental difference between bottom ng cycles
and topping cycles. She has educated ne a nunber of tinmes on
this issue, and | certainly agree with her conments about how
val uabl e bottom ng cycles can be in using waste heat and
actually achieving the goals. And | certainly wuld agree
with her point, which | had not really thought about before
that, a bottom ng cycle producing 60 percent or 62 percent is
better than the very best natural gas conbined cycle that you
would find on a utility system

COWM SSI ONER BYRON:  Ri ght .

DR. SO NSKY: | guess | did not directly answer your
guestion, but it is one of these issues | have struggled with

and st akehol ders have struggled with --

COWM SSI ONER BYRON: | have as well. And as Dr.
Bar kovi ch -- and she has educated ne a great deal, as well.
Madam Chair, | amsorry for the interruption.

CHAI RPERSON DOUGLAS: Commi ssi oner Wi senm || er.
COWM SSI ONER VEEI SENM LLER: | think you can see the
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i nfl uence of John Holdren on Barbara in terns of how to do an
anal ysis of these issues. Certainly, | think it is very

i mportant that we focus on sone of the larger -- you know, the
cenent industry is a key part of California, and it is
certainly undi sturbable now, and if we can do sonethi ng that
noves themto nore efficient production of cenent and hel p
keep themin California, that would be very good. At |east, |
know when | net with PG&E, PG&E had no real comments of
bottom ng cycle, per se, the focus was all on topping cycle.

COW SSI ONER BYRON: O cour se.

COWM SSI ONER VEEI SENM LLER:  So | think certainly the
noti on of making that adjustnent to 60 would be sonet hi ng
that, when we get to that point, | would be suggesting peopl e
consi der.

CHAlI RPERSON DOUGELAS: Other comments or questions?

COWM SSI ONER EGGERT: | have sone, but | was going
to wait until -- is there still additional --

COWM SSI ONER BYRON:  There will be plenty of tine.
| apol ogi ze, Madam Chair, | was | ooking for a response while
we had Dr. Barkovich's coment in mnd.

CHAI RPERSON DOUGLAS: Absolutely. We will go on,
then, to Mark Krause, PG&E.

MR. KRAUSE: Thank you, Madam Chair. M nane is
Mark Krausse, with Pacific Gas & Electric. Like Manuel, |
want to thank the staff. They have done an excellent job,
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all, and it is a very conplex subject that, all | can tell you
about bottom ng cycle, because we have not focused on it, was
the supplenental firing is where | think the efficiency cones
into question, but absolutely, as |I have spoken with each of
you, our focus is on topping cycle applications. W support

t he standard today and Conm ssi oner Boyd's question, you know,
we probably would prefer not to see it go out, but we
understand there has been a | ot of work done on this, maybe
taking it in two pieces is appropriate. W do urge you and
understood sort of fromthe Statement of Reasons in ternms of
how this has evolved froma staff draft to here and when we
refer to it as a fuel savings standard, because that is what

t hat docunent referred to it as, but internally, in the
utilities, at |east P&E and Edison, we call it the doubl e-
benchmark. W see that doubl e-benchmark as identifying,
again, the carbon neutral curve. And the problem | think Dr.
Soi nsky alluded to was the wedge, there is a wedge where the
doubl e- benchmark curve crosses over and you actually have GHG
i ncreases; at a 62 percent or greater efficiency, you can go
upwar ds of , dependi ng on how nuch your boiler is working --
anyway, | do not want to go into the specifics that | do not
fully understand, but we have, as you know, charts on all of
this. Wat we would urge is that the Conm ssion cone back in
a subsequent action and | ook at considering the staff's

previ ous proposal about a fuel savings standard, doubl e-
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benchmar k, whatever you would like to call it, but also the
overall objective is A B. 32 and GHG reduction, so not just

t he carbon neutral curve, but sone portion over that. And in
t hose proceedings, we would be glad to try -- we have had
consultants cone in and show us that the technology is there,
this is not theoretical, but these applications could actually

be built. W are not trying to build a standard that is too

high to achieve. So that is our focus. | nmean, 6.7 mllion
metric tons in the Scoping Plan equates to -- and this is
sinply if you back it out based on 4,000 negawatts -- it
equates to a 73 percent, | believe -- | know north of 70 -- |
think it is 73 percent efficiency. So the 62 percent -- you
cannot express this as efficiency alone, | think that is the
nmessage to be taken. And that is why I was, |ike many, a
l[ittle troubled by the word "redundant,” it is not redundant,

you have to have other netrics to ensure GHG reduction. And
that is all -- | think Dr. Barkovich and PGE, we all agree
that the objective is GHG reducti on.

COWM SSI ONER BYRON: M. Krausse, | was confused by
one of your |ast statements. Are you suggesting, for
instance, that if the ARB had determ ned that we needed 7
mllion nmetric tons of reduction of GHG fromthis sector, that
we shoul d be pursuing an efficiency of, say, 80 percent for
CHP?

MR. KRAUSSE: By no neans. | think what | amtrying
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to enphasize is, this will be a driver, the chapter on this
particul ar | egislation included greenhouse gas reduction.
Just, as you are adopting this, | do not think you need to
conformto AB 32, we have always argued that that was an
unrealistic goal, but one of the things we can docunent for
you is, at various efficiency rates and doubl e- benchnarks,
what the tonnage reduction woul d be expected at gi ven negawatt
hours -- not megawatt hours, but negawatt installnents. So |
think that has to be a consideration here, that we want to
arrive as close to that goal as possible. It should not be
what dictates exactly the nunber. But we do not get -- as |
say, with the 62 percent alone, you could have overall GHG

i ncreases.

COWM SSI ONER BYRON:  Even t hough 62 percent
efficiency, as pointed out by Dr. Barkovich, is greater than
the nost efficient conbined cycle power plant that you would
put on the systemtoday?

MR. KRAUSSE: But you have to renenber that what we
characterize as a -- this is conpared to -- conbi ned heat and
power is conpared to separate heat and power, which would be a
boil er application and the electric generation conponent. So
it is that blended efficiency that you are trying to achieve
to ensure GHG reductions. You do not | ook at either conponent
in the absence of the other.

COWM SSI ONER BYRON: |Is that a yes or a no?
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MR, KRAUSSE: | disagree with the prem se that you
need to build a standard that mrrors the conbi ned cycle unit
because it is a conbination of conbined cycle and perhaps Dr.
Wei senm |l er can hel p us.

COWMM SSI ONER VEEI SENM LLER: | was going to hold
this, but | guess at this point just to try to help clarify
things a little bit, first for contacts, | should say,
obviously, | testified decades ago on a lot of -- on the co-
generation issues, once for the Energy Comm ssion, or tw ce
for the Energy Conmi ssion, and John Bl ees renenbers, he was
only 26, and a |l ot of the PUC proceedi ngs setting as fact, but
| have not done that since the early "90's and | have al so
worked a lot with the banks on due diligence on the projects,
so they were certainly pretty confortable that | had noved
froman advocate to nore of an evaluator, and nost recently |
wor ked with the Bankruptcy Court on Calpine to help them
eval uate power markets and gas markets. So, again, | want to
speak nore as what is reasonable here as opposed to a co-
generation advocate. But | think the thing we are struggling
with is that, as you know, the value of co-generation power in
the systemis very very conplicated, people spent years and
years and years and years fighting over that. And, you know,
while | respect what Ray did on his analysis, he was | ooking
at basically the first kilowatt hour of co-gen, what the val ue
of that would be on the system And, so, if this programis
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only resulting in a single kilowatt hour, it is not a bad
eval uation, but if it is, then this is failure in a way, and
certainly all the good efforts Comm ssioner Byron and

Bl akesl ee on this will be a disappointnent. |In fact, one is
hoping for a larger anmount. And so, if we are |ooking at,
say, 500 nmegawatts, then it has bigger effects on the system
than the system nmeasures, it picks up start-up and no-| oad
costs. And those are significant. Now, this battle between
that | ast increnment and, you know, if you recall, we are

tal ki ng about nore -- the co-gen perspective has been going on
for decades and, you know, | think quoting M ke Peevey, who
brings a ot of -- President Peevey brings a ot of wisdomto
t hese issues, he views this whole thing as Afghanistan -- his
Af ghani st an, you know, the people have been fighting for
decades in a very, alnost fanatical fashion, and so we do not
want to get involved, you know, as | understand PG&E' s
position, it is pretty much your litigation position in the
SRAC negotiations. | assunme -- if Evelyn Kahl talks, she wll
give pretty nmuch her litigation position in those

negoti ations. W do not want to get in the mddle of those
negotiations. W feel |like the UN Peacekeepers arriving in
Af ghani st an, suddenly being fired out by all sides. So what
we like to do is have this sinple program but not have
sonet hi ng whi ch has any connection to those negoti ati ons.
Certainly do those negotiations, come up with the solution,
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maybe we can consider that at some point because we are very
very concerned on the greenhouse gas inplications, but we al so
do not want this programto just stall while -- | do not know
of Peevey can get a settlenent soon, or how long it takes, but
we do not want to hold up this program | think, waiting for
the PUC to resol ve those issues, and people to feel that
sonmehow their position in this case does not affect their
l[itigation position in a case which has nuch nuch bi gger
stakes. So anyway, | think that is the intent here of the
Comm ssion commttee, was to cone up with a sinple approach
did not get us mred into everything, but | think the nature

of these issues are sonehow you get dragged into them no

matter what.

CHAI RPERSON DOUGLAS: Additional -- oh, Conm ssioner
Eggert.

COWM SSI ONER EGGERT:  Well, | guess maybe | w |
junp in here. | guess a couple of quick coments and,

actually, first a question. As | understand it, there is an
evaluation that is to be done which includes the ARB sone tinme
next year. |Is that correct? Wat is the timng of that?

DR SO NSKY: It is Decenmber 31, 2011

COW SSI ONER EGGERT: 2011. That is intended to
| ook at specifically the greenhouse gas benefits?

MR RHYNE: That is correct.

COWM SSI ONER EGGERT: Ckay, | think, you know, ny
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t houghts on this, | do not think we are necessarily pursuing
CHP as a goal unto itself, | think, you know, we do definitely
want to see benefits that are going to accrue to the system
And given the inportance to the state of AB 32 and sone of the
expectations that have been set out for this technol ogy on the
order of 6.7 mllion metric tons, which |I have conme to
understand is a rather anbitious goal, but perhaps one
pursuing, | think it is inportant that we really do think hard
about how we are going to maxi m ze the benefits, the GHG
benefits, fromthis program | think I understand sone of the
techni cal arguments that have been provided, especially for
systens that m ght be at | ower power to heat ratios, in
particular. But | also very nuch appreciated the information
| received fromstaff about a | ot of the thinking that went
into sort of establishing this particular benchmark at the 62
percent, and so | guess | know we are not at the notion point,
but | definitely want to just suggest that, going forward as
we do the evaluation of the actual inpact of this program
that we do pay particular attention to the GHG benefits from
installed projects. And hopefully, if the technol ogies are
avai l abl e to exceed the 62, that those are actually pursued
and that we are pushing up those percentages as high as are
technically feasible and economcally practical. So | wll
stop there and turn back to public comrent.

CHAI RPERSON DOUGLAS: The next blue card -- oh, M.
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Kr ausse.

MR. KRAUSSE: If | can just, in closing, your
Statenent of Reasons identifies that there are additional data
points you are looking for, | think, a nmethodol ogy that could
per haps be used for quantifying several different GHG And |
t hought that is why this was being taken out was to queue up
that discussion. But | would just |leave you with this,
t hink the question, wthout regard to the doubl e-benchmark, 62
versus sonme ot her percentage, is do you want to prefer
through a state tariff, through an approved PUC tariff,
resources that actually increase GHG It is that sinple. |
mean, that really is the issue. And we do not think you would
want to do that, we would urge you to cone back for another
| ook at this.

CHAlI RPERSON DOUGLAS: Thank you. Next blue card is
Evel yn Kahl, counsel for the Energy Producers and Users
Coal i ti on.

VI CE CHAIR BOYD: Evelyn, you have been given the
pre-introduction already.

M5. KAHL: Al right. Well, | do represent the EPUC
Energy Producers and Users Coalition, and they have very | arge
CHP in the oil refining and produci ng operations, so we cone
fromnore of a |large CHP standpoint. And we have been
tracking this proceeding fromthat standpoint, watching it
nore as a question of what precedent gets set here, whereas
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Comm ssioner Weisenm|ler said that the stakes are nuch | arger
in the large CHP area, so we did not want sonething done here
that woul d adversely inpact us in the other area. Having said
that, | think --

COWM SSI ONER BYRON: Ms. Kahl, sorry to interrupt,
just so | make sure we all understand, so you represent those
generators that are in excess of the 20 megawatt limts that
are in this legislation, is that correct?

M5. KAHL: Typically, these operations are between
the magi ¢ 49 nunber and up to 400 --

COWM SSI ONER BYRON:  Ckay.

M5. KAHL: There are sone under 20 nmegawatt
facilities in the producing fields and there is potential for
nore of those, too, in oil production.

COWM SSI ONER BYRON:  Thank you. | amsorry for the
i nterruption.

M5. KAHL: That is okay. So com ng fromthe
standpoint of a large CHP coalition, we generally support what
is before you today for consideration. W certainly
understand that you want to get this out quickly, and we
commend you for that, nothing noves quickly in California and
it is good that we are getting a programout. W also
understand that the staff has put in an incredible nunber of
hours and had many many headaches to get this done, and we
know t hey worked very hard on it. | guess our positionis
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maybe we worked too hard on it. From our standpoint, as Dr.
Bar bara Bar kovi ch said, the statute says 60 percent. And, you
know, | could quote the whole thing for you, which | am not
sure you woul d appreciate it, but the statute says that a CHP
system shall nmeet a mninmumefficiency of 60 percent. And in
another area, it says that a CHP systemthat neets the 60
percent efficiency standard. In our view, this has always
been clear and we stated that, as early as April, that we

t hought we shoul d not even be getting into this debate about
ef ficiency standards. But recognizing that we have, you know,
we are in a different position now Looking at it even apart
froma |l egal standpoint, let's look at it practically. |

know, within our group, we have CHP systens that nmay be bel ow
62 percent, but when you look at themfroma conbi ned heat and
power standpoint, a doubl e-benchmark standpoint, they perform
very well in reducing greenhouse gas. So 62 percent may or
may not be a very happy nunber for sonme of the existing and

sone of the planned new projects. And whether or not 60

percent is the right nunber, I do not know, or even whether we
shoul d be going towards a percentage. | think PGE is right
-- and note that | said "P&E is right," -- that is an unusua

thing. But when you take a 60 percent standard, or you take
any standard, you are necessarily including sonme facilities
that will not reduce greenhouse gas, and you are excl udi ng
others that m ght, that do not neet the 60 percent, so it is
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really not a perfect cut, and perhaps a better way to go about
it is a doubl e-benchmark. But, again, that is not what the
statute said. It did not say that CHP should neet a standard
that the CEC sets; it said it should neet a 60 percent
standard. So | think the debate that you have had here is
very inportant, it is a very critical issue, what is the right
efficiency for a CHP program large or small? But | guess our
viewis it did not really belong in the context of AB 1613
because the statute was clear.

CHAI RPERSON DOUGLAS: Conmi ssioners, | amgoing to
ask our Chief Counsel, after public coment, to address the
| egal questions being raised. Are there policy questions from
Comm ssioners for Ms. Kahl?

COW SSI ONER BYRON:  No, however, | do think it
woul d be hel pful, given your specific coment, with regard to
your menbers, if Dr. Soinsky m ght address the kind of CHP in
this size range that we woul d expect to be built by custoners,
where they would fall on this so-called doubl e-benchmark
curve, etc. But | think that would be hel pful to everyone.
Does that nake sense?

DR. SO NSKY: Sure. Were this wedge occurs is at
| ow power to heat ratios where you have fairly little
electricity and a ot of thermal, and this is really the
operating domain, nore of steamturbines than of m croturbines
or fuel cells or gas turbines. So | was actually just
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t hi nki ng about this, this norning, and it seens like it is

al nrost nore of an issue when you get to bottom ng cycl es,
where you essentially do have a source of waste heat or free
fuel or essentially free thernal energy, and then you are
using a ranking cycle to generate electricity, and perhaps
extract some steamor heat fromthat in an extraction turbine.
So | ooking at technologically, it is not obvious to ne that
nost of the systens that you would see installed bel ow 20
megawatts woul d actually fall within a power to heat ratio
that would be -- it would be included within the wedge. The
ot her consideration, | think, is that you need to | ook at a
couple different power to heat ratios, the power to heat ratio
of the facility without export, the power to heat ratio of the
CHP system and boil er systens, or whatever, that are
accommodating that, and then the power to heat ratio of a CHP
systemthat is exporting. The CHP systemthat is exporting is
going to have a larger power to heat ratio than either of the
other two, two instances | suggested, which is going to start
pushi ng systens outside of the wedge. So, you know, |
certainly think that, you know, you could say there is a
greenhouse gas risk represented by this wedge, but if you | ook
at the fact that risk is the product of probability and
consequence, the probability is small and the consequence is
smal | because you wind up noving not at the thickest part of

t he wedge, which is a pure boiler, but you start noving nore
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toward the tip of the wedge, the center of the pie slice, if
you will. And when you take those two factors together,
think the consequence is small. So | do not think it is a
non-trivial 1ssue and, you know, if it is Chairmn Peevey's
Af ghani stan, it has probably been ny Afghanistan also, trying
to deal with all of these issues. It is extrenely difficult
because CHP is just so incredibly different one system from
another, and it is both the greenhouse gas emtter and a
greenhouse gas saver, so it is not a sinple issue.

COWM SSI ONER BYRON:  Thank you for that thorough
explanation. | understood it and | hope it is helpful, but I
think this all does kind of get back to your comment. Ms.
Kahl , thank you for your comrents, than you for being here
today in support of these guidelines. Do you recomrend t hat
we put themout, or that we hold this up in order to get this
percentage correct?

M5. KAHL: Well, we are not recommendi ng that you
hold it up. Wat we would like to see is, if you do nove this
out at 62 percent, that you nake very clear that this is
solely for the purpose of this particular application and that
it really should not have any precedential effect going
forward. And | guess ny last note to you all is, we talk
about the wedge, and | think nost of us know the wedge. And
t he wedge that PG&E brings by shows the wedge to the |eft-hand
side of the graph where there is generation that neets the
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standard, but from a greenhouse gas curve standpoint is not
beneficial. W talk about that left side, but we have not

tal ked about and what to nme is even bigger and nore inportant
is the right side wedge, those projects that nmay fall bel ow
the 60 percent, but are still greenhouse gas beneficial, so we
cannot tal k about the left side of the wedge w thout talking
about the right. And let's not forget about those, as well.

COWM SSI ONER BYRON:  Thank you.

M5. KAHL: Thank you.

COWM SSI ONER BYRON:  Wedge, fuel savings, doubl e-
benchmark, these are all in the sane category. Thank you.

CHAI RPERSON DOQUGLAS: Thank you. Next blue card I
have is for an individual named Joseph -- | cannot read your
| ast nane, representing self.

MR. STAGNER: Hi, thanks. Joseph Stagner is the
name. | amhere today -- | amthe Executive Director of
Sustainability in Energy Managenment for Stanford University,
but just to make sure | do not m sspeak, | am here
representing nyself. | did submt coments from Stanford,
basic information, but | feel today ny comments may go beyond
just providing general scientific information to policy and so
forth, so that is why | want to nmake it clear | am
representing nmyself here. The comments | submtted Decenber
16'", | do not know if you have had a chance to revi ew t hem
but there are sone very sinple sketches that go to sone of the
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issues here. First, | would |like to start off saying,
contrary to the utilities and the previous speaker, | do
recommend you hol d up these proceedings. These plants are
going to be installed, they are going to |last 20 years or

| onger, great, hard work has been done by Art and everybody

el se on these, and rather than rush ahead with these, | do not
know what the fire is, why we have to get these out so fast.
Rat her than conme up with sone standards that we are not quite
sure of and we would like to vet sone nore, why not hold them
off so the folks that m ght want to go put in a conbi ned heat
and power are not m slead and have false starts in trying to
do econom c analysis and attenpt the permt projects and stuff
under this, only a year later to say, "Oh, we kind of nessed
up, the standard should really be X." Then you have kind of
pulled the rug out fromtheir projects. And | think there is
a lot of good reasons to hold that up for everybody's benefit.
So the first somewhat techno comments |ike the point are |
agree with Southern California Edison's conmments, | have read
them and many of ny comments are exactly the same, the first
bei ng you cannot separate -- or you cannot directly conpare
co-gen efficiency to a natural gas conbined cycle. | think
Art and everybody here would admt that you have to | ook at

t he conbined thermal |oad and the conbined el ectrical |oad,
and | ook at which one uses |l ess overall gas. So, to say 60
percent, you know, our natural gas power plants can only get
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48-54 now is kind of the state-of-the-art, and, you know, 60
is better, that is just not scientifically valid. It is what
that power plant with an 85 percent boiler would do conpared
to the efficiency of a co-gen. So, in ny figure 1, | pointed
out that you also have to | ook at the bal ance of heat and
power, and a |l ot of the previous comments about | ow power to
heat ratios are right on the mark. Wth | ow power to heat
ratios, the disparity between the 62 percent standard and what
i s achievabl e by separate heat and power grows even nore. In
my figure 1, | point out that if you have a bal anced heat and
power | oad, 50 percent Btu's on each side, that today's state-
of -the-art natural gas power plant on the Gid, |like the

Inl and Enpire facility in Southern California that was
permtted five years ago by this group, and an 85 percent

boil er, which the Statenent of Reasons indicates is pretty
comonly available, if you have a choice in the state to put
in a 500 negawatt power plant at 54 percent efficiency and an
equi val ent anount of thernmal energy on-site at 85 percent, or
25 20 nmegawatt conbi ned heat and power plants at 62 percent,
well, the fornmer is going to have 6 percent |ess greenhouse
gas and 6 percent |ess energy use, that is straight

mat hemati cs and science. | do not think anybody could refute
that. The only question would be, is the assunption that a
grid power plant at 54 percent is practical. WlIl, again, you
permtted one five years ago and, in the Statenment of Reasons
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for permtting that, it was noted that that plant is expected
to achieve that. And that is a very large plant in Southern
California Edison. | do not know what it has actually
achieved since it started up a couple years ago, but | am
guessing it is going to be sonewhere in that range. And the
fact is, the efficiencies will grow fromthere, not decline.
| f you look at the situation where you have a little bit nore
thermal | oad versus power, the | ower powered heat ratio, just
go 10 percent. If the balance of heat and power needs at a
site were 60 percent heat and 40 percent power, then, again,
the grid power plant and the on-site boiler would have 10
percent | ess greenhouse gasses. So, indeed, these regul ations
could actually result in nore greenhouse gasses. A |lot of the
inmplication behind AB 32's initial statenent that we want nore
conbi ned heat and power is on the assunption that any CHP you
put in will reduce greenhouse gas. Wll, you really have to
conpare site by site the bal ance of heat and power, and the
avai |l abl e equi pnment for separate heat and power and conbi ned
heat and power available at that point in tinme to determ ne
that. | amsure the intent in AB 32 was to do that, and only
put in CHP if it actually hel ps the cause. You do not want to
put it inif it hurts it. So you ask yourself, will it hurt
the cause? Well, a lot of the inplication is that, if you put
in, say, a 62 percent --

CHAI RPERSON DOUGLAS: Excuse ne, let me just ask --
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| appreciate your comments and they are hel pful, but we
usual |y ask people to stick to about three m nutes and | just
wanted to make sure that you had sonething |ike that road
mapped in your mnd as you nake your main points.

MR STAGNER: | will go as fast as | can, sure, nmake
it through ny points. So the presunption that if we put a 62
percent co-gen out there, that sonehow it is going to displace
an equi val ent 45 percent conbinati on of heat and power off the
existing grid, that is the big part I do not understand. Wth
electricity growing in the state, if you put in 500 negawatts
of 62 percent co-gen, you have just reduced 500 negawatts on
the power grid that |ikely would have been net with a 50 to 54
percent grid gas-fired power plant. So you are not displacing
| ow efficiency power plants by putting in sonething that is
noderate at 62 percent, you are displacing what ot herw se
woul d be built new. There is no causal effect in the
regul ations that say, "All right, we will approve a 62 percent
power plant if you prove the de-conm ssion of a 45 percent
one, and therefore we do have an increnental net gain." So
that is the big problem And the next conmment is, | think
this underm nes renewabl e portfolio standard. For exanple, if
you had 1,500 negawatts of new power you wanted to put in the
state, under the RPS, you would put in two 500 negawatt high
ef ficiency gas turbines and 500 negawatts of renewabl es.
Right? Well, if you instead put in all co-gen for that, you
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have now conpounded t he problem from 10 percent nore
greenhouse gas to 25 percent nore greenhouse gas. So there is
-- we need to have a discussion about how this affects the
renewabl e portfolio standard that woul d have one-third of new
power be a renewabl e, when under these statutes, all would be
fossil fuel. So I think there is sonme really big scientific

flaws in this and | would encourage you to take a little bit

nore tine because | do not -- while there has been great work
done, | do not know what the rush is to finalize these, just
for the sake of finalizing them | do not know what big thing

is driving us not to have a little bit nore debate on this and
get it right.

COM SSIONER BYRON:  If | may, | ama little
confused about your |ast conment about the RPS, the Renewabl e
Portfolio Standard. That is based upon retail sales by
utilities, so how does conbi ned heat and power enter into your
cal cul ations that that woul d i ncrease greenhouse gasses?

MR, STAGNER: All right, so suppose there is 1,500
megawatts of new |load comng on line in the state, how woul d
the utilities nmeet that load if we did not put in co-gen? You
know, end user co-gen? Well, they would put in a 1,000
megawatts of fossil, preferably high efficient, or the people

suppl yi ng them woul d because that is the economc thing to do,

and 500 negawatts of renewable. |If instead you allow 1,500
nmegawatts of gas-fired co-gen to be put in, that will reduce
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that demand that the utilities will never see, and you wl|
not get one-third of this new power being net with renewabl es,
It will all be net with fossil, and that is really going to
conpound t he greenhouse gas problem

COWM SSI ONER BYRON:  Wel |, all you did was repeat
what you said earlier. It is based upon the retail sales that
utilities have, not the generation that they install.

MR. STAGNER: Right. But you would be taking the
sales that they would have had away if you pronote fossil fuel
behind the fence, or not out of their portfolio, so you are
reduci ng the anmount of |oad that woul d have been net by them
one-third green, you are taking that away and replacing it
wi th end-use custoner all fossil fuel generation.

COW SSI ONER BYRON: | do not believe so. | would be
nmore than happy to be corrected, but it has nothing to do with
t he conbi ned heat and power. The RPS is associated with
retail sales, so if they are selling | ess electrons or
kil owatt hours in a future year, still X percent has to be net
by renewabl es.

MR. STAGNER. Right, and if you nove the portfolio
that is co-gen, fossil fuel, to the utilities, one-third wll
be green. But if you do not have it in their portfolio, it
will not be green, it will all be fossil fuel, because the end
use custoners are not subject to the RPSif they are self-
generati ng.
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COWM SSI ONER BYRON:  Thank you.

MR. RHYNE: Comm ssioners, | would |like to try and
address M. Stagner's comments if | can, if you are done, sir.

MR. STAGNER  Sure.

MR, RHYNE: Well, first of all, his first question
was why so fast. And the short answer to that is that AB 1613
set a deadline for this organization to form and adopt these

gui delines at deadline, it was actually December 31%' of the

past year --
COWM SSI ONER BYRON:  Yes, so why so slow, right?
MR. RHYNE: So that is the short answer to that.
Second of all, we actually received and very carefully

considered M. Stagner's conments, and to his credit, he

provi ded a great deal of information, including sonme basic

mat hemat i cal assunptions that he used. Using those sane
assunptions, we very carefully | ooked at under what
assunpti ons does the greenhouse gas kind of efficiency --
where is the neutral standard, and that actually is very
sensitive to assunptions. In fact, the power to heat ratio at
whi ch the 62 percent efficiency standard breaks even can range
fromas lowas a .18 up to greater than .75, depending on the
range of assunptions you nake, and all of which are well

w thin reasonabl e assunptions given the actual operations of
boil ers and power plants that are out there in the state of
California. And so this was actually one of the driving
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factors that |, in ny opinion, mght have pushed the commttee
towards a sinplified standard, because there was no way to
know at what point any of these would have broken even due to
the |l ack of otherw se good data about exporting CHP in the
state. And therefore a sinplified standard guaranteed that,
at sone point, we would be breaking even, and that under the
tariff and the export arrangenents, that the new CHP
facilities inplemented under AB 1613 would find it beneficial
to export power, and therefore would be driven towards
operating in ranges of power to heat ratios that are much

hi gher. The final point is, and M. Stagner raises this
guestion about the theoretical efficiency of previously
appl i ed power plants; actually, we did |ook up the operational
efficiency of the power plant that he refers to, it operates
at an efficiency of less than 50 percent, that is, that has
much to do, | think, with howit is dispatched as it does with
the equi pnent itself. And so it is inportant to distinguish
that these guidelines require operational efficiency, not just
theoretical efficiency. They require an annual report of
operational efficiency that these plants actually operate in

t he manner that they have proposed to operate, and
continuously neet the 62 percent standard, rather than neet it
in an initial hearing process and then wal k away w t hout any
addi tional indication of how well they are perform ng, and
that if they fail to continue to neet the 62 percent standard,
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as | nentioned earlier, they are subject to audit and
potentially to revocation of their certification.

CHAI RPERSON DOUGLAS: Thank you for those
clarifications. Are there any additional -- Conm ssioner
Wei senm | | er.

COWM SSI ONER VEEI SENM LLER:  Yeah, | was just going
to say, the precise issue you raised was what the PUC deal t
with in the SRAC proceeding, and in the nost recent update,
and that litigation certainly -- you had expert w tnesses, you
had sworn testinony, you had very conplicated nodels facing
that, and certainly very qualified people arguing on whet her
t he nunbers were 7,000 or 9,000, with an increnental energy
rate for the entire system not just the specific plant, but
| ooki ng at the operation and | ooking at the m xture of all the
plants and the nost efficient to the least efficient. So,
again, it is a very very conplicated issue, certainly | have
done a ot of work on that, but we really do not -- or should
not get into that today, and we certainly do not want to have
anyt hing here that speaks to what we think that nunber really
iS.

CHAI RPERSON DOUGLAS: Thank you. |[If there are no
ot her questions, we will nove on to our next speaker. Gordon
Judd wi th NRG

COWMM SSI ONER BYRON:  While he is comng up, M.

St agner, thank you for your comrents and, also, | believe |
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read | ast week Cardinal Co-CGen has one of the nost efficient
conbi ned heat and power generators in the state.

MR. STAGNER: They are actually at 59 percent.

COWM SSI ONER BYRON:  Thank you.

MR. JUDD: Cood afternoon, Comm ssioners. Just a
couple of points | wanted to nmake froma thermal generating
entity, one thing is to kind of keep in everybody's mnd is
that the CHP goal s that have been set out by AB 1613 with the
60 percent efficiency, that was based on the idea that there
are existing thermal |oads out there producing a | ot of
greenhouse gas em ssions, and that there is an opportunity for
those sites to do a better job of producing their product of
thermal |oad plus using grid electricity. Now, one of the
assunptions that is based in all that is this 80 or 85 percent
boiler efficiency, and a |lot of the thermal |oads out there do
not operate at that all the tinme. Ei ghty to 85 percent is
what they can attain when they are operating at their optinmm
| oad. But when you are tal king about a cenent plant, or a
steam generation facility, they spend a | ot of tine bel ow that
80 percent zone, 70 percent is not uncomon, especially when
you tal k about start-ups and shutdowns. So what | would just
say is that, when we | ook at conbi ned heat and power CHP
opportunities, we are always tal king about existing thermal
| oads that exist soneplace in California. And so, in |ooking
at the opportunities to save, | think the |l egislation was w se
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when they said, "Hey, if you can produce electricity with that
thermal | oad at conbi ned 60 percent efficiency, that is a good
opportunity.” W have seen a lot of information put out there
about wedges and greenhouse gas curves, and | appl aud al
that, but one thing | would just like to point out is that
there are entities who are financially disincented for CHP
Entities who nake noney by transporting electricity are
totally disinincented for CHP because it is counteractive to
their business nodel. Their business nodel is to get paid to
transport electrons over wires. |If | generate el ectrons
behind ny fence, those electrons are not paying that revenue
for that conpany. So while there is a lot of input on
greenhouse gas and the real inplications, | just remnd
everybody that there are a ot of entities who are financially
di sincented to have CHP devel oped on a site by site basis.
And | think the legislation that was put forth wth 60
percent, | think that nakes sense. And | think it was arrived
at just because, |like was already said, conbi ned power plant
can be at 50 percent, so if on-site generation can do 60
percent, let's give it a big thunb's up and let's say let's go
on. So | support the Commi ssion with staying with the 60
percent nunber. Thank you.

COWM SSI ONER BYRON:  Thank you, M. Judd, for your
comments. And | think we know who you nean by "those entities
that are di sadvantaged by this.” But that is okay because
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t hey use those excess funds to apply them towards supporting
ballot initiatives and such for other purposes.

CHAI RPERSON DOUGLAS:. The | ast speaker we have is --
unl ess anyone in the room has been so inspired by the debate
that they would like to fill out a blue card -- is on the
phone, Keith Davidson of DE Solutions. Keith, are you there?

MR. DAVIDSON: Hello, can you hear ne?

CHAlI RPERSON DOUGLAS:  Yes, we can.

MR. DAVI DSON: Yeah, thank you, Comm ssioners and |
amsorry for not being there, but DE Solutions is an
engi neering consulting firm W do -- nost of our business is
focused on conbi ned heat and power where a nunber of the
California Clean DG Coalition that is conprised of engine
turbi ne m croturbine manufacturers, project devel opers, and
other interested parties in the business. And ny comments are
going to be made on behalf of really the whole coalition, of
the California Cean DG Coalition. And we really do
appreci ate the process and the work that the CEC and CEC
staff, in particular, have put into this, and realize that it
was not an easy process, and there are a | ot of ways to cone
up with different answers, and the one gentleman fromthe CEC
that said it is all assunption driven, | think that is
absolutely correct. One thing | did click on the discussion
today was Evie's comments that there is the right wedge, and
you are absolutely right, we should not |ose track of that.
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But we feel, and we have got analyses to back it up, that for
all practical CHP systens, not necessarily theoretical CHP
systens, that 60 percent is going to provide you with a
greenhouse gas benefit in the State of California. And 62
percent is even better. Qur nenbership for the nost part is
not going to quibble or be opposed to 62 percent, first the 60
percent, | think we are sonmewhat concerned that it may start a
general creeping up, and to the point where no telling where
it is going to stop, and where it m ght conprom se

econonmi cally the design and inpl enentation of economcally
viable projects. So we do have a concern, but we are
supportive of the decision and recormend and woul d be happy to
see it nove forward. Another term!| mght just pass though,
is that, you know, in terns of how much greenhouse gas
benefits and conbi ned heat and power does provide, it is al
assunption driven, and you know, there is sone different ways
to go about it that were expressed around the table, and I
have got nmy pet way of doing it, but |I noticed that CEC, the
California Air Resources Board, and the PUC al so, all go about
it inalittle bit different way, and I would recomend and
encourage that the state, perhaps with input from sone of us
that are not part of the state agencies, try and get on the
sane page in terns of how they delay a greenhouse gas benefit
associ ated with conmbi ned heat and power. And with that, maybe
just one nore, and that is that | think that today w th higher
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gas prices and the electric rates the way they are, that the
econon ¢ desi gn and greenhouse gas design of a conbi ned heat
and power systemare going to be pretty close to one and the
sane. And | think that market forces have | earned from sone
past m stakes, when gas prices were real cheap, and | think
going forward you are going to see people that are putting
noney into the projects, they are going to make sure that they
are efficient, they are going to nmake sure that they are going
to be saving greenhouse gas enissions, and they are going to
make sure that they are going to be nmaking noney. So | wll
conclude there. So thank you.

CHAlI RPERSON DQUGLAS: Thank you, M. Davi dson and
t hank you for hanging in. Comm ssioner Byron?

COWM SSI ONER BYRON:  Thank you, M. Davidson. And |
would i ke to just really enphasize the inportance of your
| ast comment, | think that is often lost in this discussion,
as well, that is that the folks that will invest in these
kinds of projects to install CHP do have an interest in making
sure that they are as efficient as possible, as well. It is
self-limting aspect to the econom cs of the project for

t hensel ves, but thank you for being on the phone and for your

comment s.

CHAI RPERSON DOUGLAS: Very well. W are through
with public cooment. At this time, | would like to ask the
Chi ef Counsel to respond to the question about -- or for M.
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Beck to respond to the question about the 60 percent.

MR. BLEES: Thank you, Chairnman Dougl as,

Comm ssioners. | guess in this debate | amthe Anbassador
fromthe Mysterious Land of Attorneystan. First, let nme
address Ms. Kahl's concern as to whether the establishnent of
the 62 percent efficiency standard -- or any other matter in
t hese gui delines such as the absence of a doubl e-benchmark --
woul d set any sort of a precedent, and the short answer is no.
| f the Commi ssion is considering guidelines for |arger
different kinds of facilities, smaller facilities, under a
future statute, as long as there is evidence in the record
supporting the Conmm ssion's actions, and as |ong as what ever
is adopted conplies with the applicable statutory criteria,

t he Comm ssion is not bound by what it did in a previous
proceeding. Simlarly, if after the Conmm ssion has received
data for a few years on the actual performance of the
assistance, and it decides that it needs to change the 62
percent, or adopt a doubl e-benchmark, again, as |ong as you
can have anot her proceeding, as long as there is evidence to
support what you are doing, you are fine.

CHAI RPERSON DOUGLAS: M. Blees, | appreciate that.
| think we agree that we are not bound in the future by the
deci sion we nmake today. | think we were nost interested in
t he question of 60 percent because it was raised by a nunber

of commenters.
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MR. BLEES: Yes, thank you. | amjust about to get
to that. M. Beck, who was the |ead attorney on this nmatter,
and | have considered this. W carefully read the comments
submtted by Ms. Kahl, and we are confident that the
Comm ssi on does have the authority to adopt the 62 percent
efficiency standard. 1In the first place, we disagree that
there is a plain neaning to the single provision that Ms. Kah
quoted, which states that an eligible CHP system shall neet a
NOQ; standard of .07 pounds per miWh and a m ni mum efficiency of
60 percent. The phrase a "m ninum efficiency" strongly
suggests that there is, in fact, a floor that the Energy
Comm ssi on nust abide by -- 60 percent. But it does not limt
the Comm ssion's discretion to set a higher efficiency
requi renent such as the 62 percent. In Ms. Kahl's witten
comments, she also pointed out two inportant principles of
statutory interpretation, which are the need to harnoni ze any
one statutory provision with the rest of the statute of which
it is a part, and to nmake sure that the statutory
interpretation carries out the intent of the |egislature.
When you |l ook at the entire act taken as a whole and, in
particul ar, when you | ook at the strong statenent of
| egislative intent which is to dramatically increase the use
of conbi ned heat and power, again, we believe that these
strongly support the Conm ssion's authority to adopt the 62
percent requirenment. Things that were not nentioned either
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today or in the witten coments, but that al so support the
Commi ssion's authority, are the legislative history of the
act. \When you |l ook at the versions of the bill, of AB 1613,
as it went through the Legislature, there are words and the
structural organization of the parts of the statute that refer
to the Energy Comm ssion's setting of guidelines, and you can
see that, at one point, there was a reference when di scussing
our guidelines that really tied it specifically to the 60
percent standard; that cross-reference is not in the final
version of the bill. Finally, | should point out that, as a
general matter, the courts give substantial deference to
agency interpretations, as long as they are reasonable, and |
think that would be particularly true in this case. W have
heard that this is a matter that is very conplex technically
j ust because of the nature of the subject matter, that there
is alot of data out there that can point in different
directions, that there is a lack of conplete data, there is a
| ack of agreenent by experts on the appropriate nethodol ogi es
to use, on the appropriate assunptions to use when nodeling
techni cal and environnmental and economc effects. This is

al so an area that is conplex froma policy standpoint. The
Comm ssi on needs to be cogni zant not only of the directions of
AB 1613, but of the greenhouse gas reduction goals of AB 32.
And, in fact, 1613 refers to other greenhouse gas reduction
actions. W need to be cognizant of the achi evenent of the
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RPS. This Conm ssion and the PUC have established the | oading
order. This is a pot that has many different ingredients, and
when faced with a conplex situation where the agency has
techni cal and policy expertise, the courts are that nuch nore
likely to defer to the agencies' interpretation. | can go
into nore detail, but | have a feeling you do not want ne to.

CHAI RPERSON DOUGLAS: You saw ne | eani ng towards ny
m crophone, didn't you? | amactually satisfied with your
t horough explanation. | would like to ask if the other
Comm ssi oners have questions about our authority to go beyond
the 60 percent.

COWMM SSI ONER VEEI SENM LLER: | was going to ask if
Evi e Kahl has a response on that and then we can nove forward
on the | egal issue.

CHAI RPERSON DOUGLAS: Ms. Kahl, do you have a
response on the | egal issue?

COW SSI ONER BYRON: | think the answer is, "O
course. "

M5. KAHL: You never ask that question of a | awer.
In terns of why the word "m ni nunf was there is because there
will be CHP facilities ranging up to 75 percent, 78 percent,
so the 60 percent was a m ninmum not an absolute. Had the
statute said sinply "60 percent," what woul d have happened to
soneone who was at 65 or 67? So to nme, the term "m ni munt' has
a conpletely different neaning than your counsel has taken
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fromit. So | think basically we are just reading the words
of the statute differently and | awers do di sagree or we woul d
not have business to do. So | will leave it at that. Thank
you.

CHAI RPERSON DOUGLAS: Thank you, Ms. Kahl. Very
wel |, we have heard from a nunber of nenbers of the public, we
have al ready had a robust discussion in the course of hearing
public comment. Are there concl uding thoughts that
Comm ssioners would i ke to offer? Conm ssioner Byron?

COWMWM SSI ONER BYRON: I f | may, Madam Chair. | do
not think we had any idea that we would go on this late, this
late this nmorning for the neeting. And | apologize. It is an
important topic, clearly there has been a | ot of good comrent
received, and there is a |ot agreed upon and a | ot of
di sagreenent. | would like to just give ny fellow
Comm ssi oners sone context here. | think that the work that
staff has done and the Public Utilities Conmm ssion, which
really has not conme up, either, is really an exanple in good
governnment. Assenbly Menber Bl akeslee wote, | think, what
was a very good bill that got through the Assenbly and was
signed by the Governor about a year ago, that had a coupl e of
conponents to it, this is one of those conponents, the other
was at the Public Utilities Comm ssion to devel op essentially
atariff or arate structure for the sale of energy from CHP
to utilities. W worked collaboratively with the PUC and they
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devel oped that tariff for excess energy. W conducted a
nunber of workshops here at this Comm ssion with the
participation of many of the people that you heard fromtoday,
we received good comments. | think we had a very thorough
public process, we also went back to the Assenbly Menber and
reviewed with him both the PUC and the Energy Conm ssion, the
results of our work and to essentially nmake sure we were in
line or consistent wwth what his intent was. And | think it
is fair to say we are very hopeful that, together, we have put
together the tools that will open up this conbined heat and
power market and begin to see the GHG reduction that the Air
Resources Board is looking for in this sector. | think |I can
say pretty confidently that, if the savings are not there, if
we are not seeing the GHG reduction that they expect fromthis
sector, we wll anmend these guidelines, we will change them
we w il have to change them that is clearly what we are
trying to acconplish here. | think it is interesting, and
maybe even extraordinary, the lengths that -- as M. Judd said
-- those entities that are disadvantaged by this will go to in
order to prevent non-investor-owned utility-owned generation
in their service territories. That battle has been fought and
will be continued to be fought, but | also think we should
take to heart Conmm ssioner Weisenmller's comments and

expl anation, and unfortunately we have not even had an
opportunity to speak about this since you have been appointed

CALIFORNIA REPORTING, LLC 120
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

to the Comm ssion, that this is really limted to the size of
generators that are being discussed in 1613, a lot of the
comments we have heard here, | think, are just extrapol ated
fears, maybe real fears, but for right now, this is confined
to certain size of generation in an effort to neet the goals
of the Air Resources Board GHG reduction. | assunme that there
will be further discussion, but I would like to go ahead and
nove this itemand thank the staff very nuch, | think they
have done an excellent job on this. Like | said, | think this
has been an exanpl e of good government. | amvery proud to
have been associated with this project and working with the
staff and noving it forward.

CHAI RPERSON DOUGLAS: Thank you, Comm ssioner Byron.

O her comrents from Conmm ssioners? Conm ssi oner Eggert.

COW SSI ONER EGGERT: Yeah, just a -- | also would
say this has been a very good discussion. | think we have
sort of dug into this particular topic, | think, quite deep

and | think I certainly have a much better understandi ng of
the direction and sone of the rationale that has been put
forward to establish these guidelines and understand sone of

t he concerns of the stakeholders, as well. | would just sort
of reiterate ny very very strong interest in this evaluation,
as | had nmentioned. And I think to maybe sone of M.
Stagner's comments, that through that evaluation we do | ook at
the inplications of the interaction with these other policies,
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including RPS, the nature of the changing electricity system
in the state, and how that m ght change the future benefits

that woul d accrue fromincreased adoption of CHP. But |

think, wwth that, | wll stop there and see if there are other
comment s.

VICE CHAIR BOYD: A quick conmment. | will position
nmysel f sonewhere between -- or sonmewhere to one side of

Comm ssioner Weisenm |ller with regard to his neutrality and ny
ei ght years now advocacy of CHP is a good thing to do, but
certainly taking into account climate change and its
consequences, so | too know the staff has |abored mghtily
over this. And | only have one question and that is the
bottom ng cycle and the 60 percent vis a vis 62 percent, and |
amwondering if we want to nake a change there, or at |east at
this point intime. Even the staff conceded sone that they
had not put the -- | do not want to put words in their nouth
or do them any discredit, but maybe not thought about it as
much before today --

CHAI RPERSON DOUGLAS: The sanme anount of focused
attention --

VI CE CHAIR BOYD: |Indeed, indeed. So | |eave that,
Comm ssi oner Byron, since you made a notion and have been
really involved in this issue, | would defer to you, but that
is a question hanging in ny mnd, still, after our |ong
di scussi on here.
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CHAI RPERSON DOUGLAS: Comm ssi oner Wi senm || er.

COWMM SSI ONER VEEI SENM LLER: | had exactly the sane
guestion in m nd and wanted to ask Commi ssioner Byron to speak
to whet her we reduce the bottom ng cycle to 60 percent. But |
t hi nk, |1 ooking generally, | think the major points | would
like to make, one is -- and | think the PUC certainly realizes
that nothing we are doing today is precedential in terns of
any negotiations they are doing, and again, | think it is
inportant for us to certainly encourage people to do those
negoti ations, but in ternms of whatever nethodol ogy we are
adopting is for alimted program for a limt purpose.
Certainly, | think any programwe need to reeval uate over
time, | think all of us are very interested in the greenhouse
gas inplications; having said that, it is a very very
conplicated issue to determ ne what they are. And as we go
forward, | amsure as the Air Board struggles with that, you
know, but it will be very good to start getting sonme data.
suspect this is going to take a couple years to get sone
meani ngf ul data out of this programfor those reeval uations.
But hopefully we can reeval uate every couple of years. And,
again, | would certainly be receptive to reducing the
bottom ng cycle. | think the other thing | just want to flag
is, as we have tal ked about all these efforts, we really have
to keep our engineers focused on the siting case side of
stuff, so that one of the things that | would be very worried
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about, or want to know is, obviously, having said all the

i ssues of the electric system and the boilers and all of that
stuff is very conplicated, certainly there are a | ot of
conplicated i ssues on exactly what is the wasteful heat, or
how i s that used, what is wasteful, what is not? And again,
think we are probably going to be taking a pretty perfunctory
perspective there, particularly in the next couple of years as
we are just dealing with the siting case reality. | nean, |
have seen a couple of the old QF disputes which are getting
very very conplicated, very nessy, lots of litigation on
exactly what was useful and what was not, and, again, we just
do not have the engineering resources to get into that |evel
and neet our siting obligations. So, again, | know those of
you who may agai n be concerned about sonme of the precedenti al
stuff, again, for our purposes we are going to keep it sinple.
But, again, | would certainly defer to you and Comn ssi oner
Byron on the bottom ng cycle of the program but again | want
to thank you and Assenbl yman Bl akesl ee for trying to
revitalize this industry. It has been sort of on hold for a

| ong tine.

COWM SSI ONER BYRON:  Conmi ssi oners, those are al
excel l ent comments, | appreciate themvery nuch. And, you
know, | think |I would probably turn to Dr. Soinsky for a short
answer to ny next question, and that is, you know, we |ook to
staff to develop the threshold and, consistent with counsel,
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felt we were certainly understanding 1613 correctly to set a
threshol d that nade sense, that was relatively sinple and
straightforward and not conplicated, etc. And we have
selected this 62 percent -- | should say the staff has --
based upon your evaluation. Wat is your response to
Comm ssi oners Boyd and Weisennmiller with regard to a 60

percent threshold for bottom ng cycle?

DR. SO NSKY: Well, | think | should defer to, you
know, the Comm ssioners. It is a very difficult issue froma
technical standpoint. | really can say that, you know, it

shoul d be raised to 62, and | say that in the Statenent of
Reasons, | say that verbally today. So |l -- if given the

val ue that bottom ng cycles potentially have, whether they are
suppl enmentary fired and especially if they are not

suppl enentary fired, I would think that it would be in the
interest of the state to certainly encourage that to the
maxi mum degr ee possi bl e.

COWM SSI ONER BYRON:  Conmi ssioners, | reconmmend - -
my recommendati on would be that we go about -- how can | say
this properly? |1 would like to allow nmy notion to stand for
approval of this docunent as is, but that the staff work
t owar ds perhaps an anendnent to this report if it is
appropriate to look at this bottom ng cycle issue nore
carefully. | would -- and the reason | am naki ng the
recommendation to nake ny notion stand also has to do with the
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fact that you may or may not be aware that the Public
Utilities Conm ssion decision that was made in Decenber for a
tariff on this issue has been appealed by all the investor-
owned utilities for a stay, and so | want to nmake sure we do
this all properly and carefully, such that our decision
stands, and that we can begin to provide sone regul atory
certainty for this industry around this issue. | have not had
a chance to talk to any nenbers of the Public Uilities

Comm ssion with regard to their feelings about the notion to
stay, but we would hopefully get a sense pretty quickly

whet her or not there is nerit to that and if it will stand, or
whet her or not they will provide the sane |evel of stability
that is needed for this industry to expand, as well. So that
woul d be ny recommendation, is that we go ahead with the
notion as is.

CHAI RPERSON DOUGLAS: Conmmi ssioners, we have a
notion on the table. |Is there a second?

VICE CHAIR BOYD: | wll second the notion

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

The itemis approved. And | would |like to pause at
this nmonment and offer ny sincere thanks to staff for your hard
work on this item for Conm ssioner Byron for your |eadership,
| know it has been a long long effort that the Electricity and
Natural Gas Commttee has taken on, Comm ssioner Boyd, as well
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as the Associate Menber of that Commttee, and al so ny thanks
to our two new Conmi ssioners who are technically in their
second Busi ness neeting, but really, in terns of having a
packed agenda, this is the first and it was quite a |ong
nmeeting and quite an interesting neeting for both of you. W
usual ly strike somewhere between the first and the second.
Comment s, Comm ssi oner Eggert?

COWM SSI ONER EGGERT: | guess just maybe very
qui ckly. You know, | want to thank ny fell ow Comm ssioners
and this being the second neeting, | can tell this is a group
that feels very passionately about the issues and the policy
decisions that we are nmaeking up here, and | amjust very proud
to be part of the body. So, thank you.

CHAI RPERSON DOUGLAS: Thank you.

COWMM SSI ONER VEEI SENM LLER: | agree. It is passion
up here, but also in ternms of -- we certainly all value the
participation in these discussions and sort of the
contributions fromall the parties that have spoken, or even
by being here, you know, have indicated the inportance of
these issues to them and certainly we appreciate the
contri butions.

CHAI RPERSON DOUGLAS: Absol utely.

VICE CHAIR BOYD: |If anybody told you this was going

to be easy, | guess we took care of that today.
CHAI RPERSON DOUGLAS: Very well. On to Item 19.
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Mnutes. This was the very last neeting we had before and two
new Conmmi ssioners were on board, so they will abstain. |Is
there a notion?

VI CE CHAI R BOYD: Move approval .

COW SSI ONER BYRON:  Second.

CHAI RPERSON DOUGLAS: All in favor?

(Ayes.)

The M nutes are approved with three votes.

ltem 20. Comm ssion Conmittee Presentations and
Di scussi on.

COWM SSI ONER BYRON:  Very brief -- | would like to
correct sonething | said at our |ast business neeting when |
was wel com ng Commi ssioner Weisenmiller. | mstakenly said
that he was the first nmenber of the staff to becone a
Conmi ssi oner, and of course, | know that there are others and
| did not nean to say first, so | apologize. But the standard
is quite high, Commi ssioner, and | amreally reconsidering ny
wel conme of Comm ssi oner Eggert since he now seens to be
setting neetings at 8:00 in the norning around here. | am
sorry, that is hunmor and that one is apol ogy.

CHAI RPERSON DOUGLAS: Thank you, Comm ssioner Byron.
And anything else on this itenf

Item 21. Do we have a Chief Counsel's Report?

MR. BLEES: Nothing today, thank you.

CHAI RPERSON DOUGLAS: Item 22. For a brief
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Executive Director's Report.

M5. JONES: | think in the interest of time, | mght
just do an e-nmmil update on our activities for Comm ssioners.

CHAI RPERSON DOUGLAS: W thank you.

Item 23. Public Advisor's Report. \Welcone again,
Ms. Jenni ngs.

M5. JENNINGS: Thank you. And thank you for the
opportunity to serve as a Public Advisor, and | can see that
it is best to say that | will report next week. | have just
been getting nmy feet wet here and trying to find out
everything | could fromthe departing Public Advisor, and |
really appreciate the opportunity to serve.

VICE CHAIR BOYD: It is good to recognize that now
there are three ex ARB people, and you know, the flow can cone
back the other way once in a while.

CHAI RPERSON DOUGLAS: Very good. Item24. 1Is there
any public corment? | do know that we have a card from M.
Nesbitt. Please cone forward. Please be brief.

COW SSI ONER BYRON:  The reason, M. Nesbitt, is we
are already |late for our 1:00 neetings.

MR. NESBITT: | had one too. GCeorge Neshitt,
CalHERS. | want to just expand a little on Cal HERS and j ust
say we are California Association of HERS Raters, so we are
trying to organi ze the HER Rater industry, and we are an al
vol unteer, basically unfunded group at this point. So I want
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to give you just a little bigger overview of how New Sol ar
Hone Partnerships actually is working in the field. A typica
project: Title 24 has to be revised by a CPE because it was
not done by one initially. The house is conpleted, PV system
is installed, then the HERS Raters called. Ckay, we cone out,
the Title 24 still has to be revised because soneone did

sonmet hing wong, the CF1R PVs have to be revised because the
sol ar people did not get the shading right, or they changed
modul es. |If we actually get called out during construction,
Title 24 had to be revised because the energy consultant took
QIl, there is no way they are going to neet it. O, you know,
people did not put in the right furnaces because they do not
care what is on the Title 24, that is unfortunately what
happens out in our world. And then, when we get to the rebate
process, we have got to revise things, even nore because we
were not trained right, we were not told by plan check a
coupl e things, you know, things did not match. And so, at
each of these, there are added costs, added del ays, and added
expenses. So there is a lot of barriers to the New Sol ar Hone
Partnership Program It is a conplicated process, the |ack of
clarity, you know, that is why the guidelines are inportant.
The whol e i ssue, you know, we are getting called when the
house is done. Wy? Because soneone did not understand and
make sure that they knew that we needed to inspect insulation
and other things, if that is what we were supposed to have
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been doing. There are nmultiple players. W are dependent on
a CPE, a builder, there are subcontractors, solar installer,
the HERS Rater, providers, the adm nistrators, the Energy
Comm ssion. And then there are problens with the CSI existing
rebate versus New Solar Honme. CSI has |ike a neaningl ess
efficiency nmeasure, so installers look at it and say, "Well,
why don't | just go under CSI?" You know? "l don’t have to
bother with all this stuff.” They do not have to pay for a
HERS Rater. The 1QOUs are paying for themout of their

adm ni strative budget.

CHAI RPERSON DOUGLAS: M. Nesbhitt, can | ask you to
maybe wap up in one nore m nute?

MR. NESBI TT: Yeah. You know, the inspection takes
hal f an hour and they do not have to do the efficiency. There
is a different calculator, different shading rules, different
application process for existing versus new. You know, we
have got goals of 100 percent net zero by 2020, a mllion
sol ar roofs, and unfortunately these kind of barriers nean,
especially if a custom hone owner -- if the hone owner wants
PV, they are going to install it, okay, but if it means the
devel oper decides not to do it, it is pushed on the new
homeowner, which neans | ess systens get installed, it costs
nmore, less likely to happen, the solar industry is |osing
sales. | have had to argue with installers that |I am supposed
to inspect all the efficiency neasures; obviously I am not
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getting work fromthemif | amtelling them| am supposed to
do sonething they believe | amnot. Wen | give ny cards out
to solar installers at shows, they all grunble. "W try to
avoi d New Sol ar Home Partnership Program" You have got big
installers out there basically saying, "No, we do not want to

deal with it anynore. You know, it is unfortunate. It is a
great program it is a great idea, | believe in the
efficiency, we absolutely have to inspect because if we do not
i nspect as the HERS Rater, it does not happen. So you know,
that is why we need to really work on these clarifications,
make it clear because it is not. And you know, | do not know
if beyond -- | do not know if you really need to call like a
st akehol der neeting with the solar industry, the providers,
the HERS Raters, the plan checkers, you know, and everyone get
down with the current revisions and really work it out to nake
sure we all understand it and that it works snmooth, and | ook
at any issues -- is there anything that really needs to go
back and needs deeper work to change?

CHAI RPERSON DOUGLAS: M. Nesbitt, thank you. Thank
you for raising these issues and thank you for your comm tnent
to the New Sol ar Hones Partnership, to the HERS Rati ng
Program to the HERS Raters. | amgoing to suggest to you
that one way to followup nmay be to seek out a | onger
di scussion with the Chair of our renewables conmttee, or one
of his advisors is one possible way of follow ng up, but that
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m ght be a forumto have a broader ranging policy discussion
or strategy discussion, as the case nay be --

MR NESBITT: Yeah.

CHAI RPERSON DOUGLAS: -- than what we could do in
the tine remaining to us right here. But thank you for
com ng, thank you for staying through the entire business
nmeet i ng.

MR. NESBI TT: And thank you for listening, ny first
full Conmm ssion neeting.

CHAI RPERSON DOUGLAS: Very good, that was your
deci sion, but there you go.

Al right, Item25. Internal Oganization and
Policy. Item 25 states that the Conm ssion nay recess the
nmeeting and continue it later for purposes of a general
di scussi on and of Comm ssion internal organization and policy.
No action is taken in such continued sessions. The Conm ssion
will do so today, we are recessing the neeting and we w ||
continue it later to hear discussion of the resolution
training and in comuni cation techniques that is currently
bei ng conducted at the Comm ssion. Therefore, we now recess
today's Business Meeting and continue it to the third floor
conference room at 1:45.
(Whereupon, at 1:24 p.m, the business neeting was adjourned.)

--00o0- -

CALIFORNIA REPORTING, LLC 133
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



CERTI FI CATE OF REPORTER

|, PETER PETTY, an Electronic Reporter, do hereby
certify that 1| ama disinterested person herein; that I

recorded the foregoing California Energy Comm ssion Business

Meeting; that it was thereafter transcribed into typewiting.

| further certify that I am not of counsel or
attorney for any of the parties to said neeting, nor in any

way interested in outconme of said neeting.

I N WTNESS WHERECF, | have hereunto set nmy hand this

day of JANUARY 27, 2010.

PETER PETTY

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

134



