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PROCEEDI NGS
9:12 a.m

VI CE CHAI RPERSON BOYD: W' ve waited the
customary ten nminutes for the professor. 1've
never forgotten ny college training, and Professor
Sweeney just nade it. But he had a long way to
cone to drive fromPalo Alto, so | appreciate the
fact that he made it within his allotted ten
m nut es.

Good norning. Wl cone to nenbers of our
Advi sory Conmmittee, and wel cone to nenbers of the
audi ence. |I'mgoing to way a couple of words and
then turn it over to Mke Snith to just do sone
housekeepi ng things |ike what to do in case of
fire and so on and so forth. Then take it back
and finish.

I''m Ji m Boyd, Vice Chair of the Energy
Conmmi ssion and Chair of the Transportation
Committee which deals with transportation fuels.
On ny immedi ate right is Karen Dougl as, who
happens to be the newest nenber of Commni ssion, but
| ucky for me she sits on the Transportation
Conmittee with ne.

And we are, as you saw fromthe notice,

t he Conmi ssioners charged with the responsibility
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to oversee transportation fuels and technology in
general, and in particular oversee and participate
in and watch closely and learn fromthe activities
of this Advisory Conmmittee.

M ke, woul d you pl ease take care of the
housekeepi ng chores. And then |I'll take it back
if you don't m nd

MR. SM TH: Thank you, Conmi ssi oner.

Just a few housekeeping itens before we begin.
For those of you who are not familiar with this
bui l ding the cl osest restroons are | ocated just
out the side of the main entrance here of the
hearing roomand to the left.

There's a snack bar up on the second
floor; so just go up the stairs and it's straight
ahead or diagonally across the atrium

Lastly, in the event of an energency and
the buil ding has to be evacuated, please follow
our enpl oyees to the appropriate exits. They wll
be the people wearing yell ow hats, yell ow
hardhats. |f the building has to be evacuated
we' || reconvene over across the intersection in
Roosevelt Park. And pl ease proceed calnly and
qui ckly, again followi ng the enpl oyees with the

yel | ow har dhat s.
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The only other thing I want to nention
is the proceedi ngs here, the neeting today, is
bei ng recorded. W hope to have the audio
transcri pts posted on our website either today or
tonorrow. We will have transcripts of the
proceedi ng of this neeting, but that will probably
take at | east a week or two, perhaps |onger.

And the presentation that | will be
giving after the Commi ssi oners nake their opening
remarks also will be posted on our website; it may
be posted right now.

Wth that I'Il turn it back over to you
Conmi ssi oner.

VI CE CHAI RPERSON BOYD: Thank you
Again, | want to thank, in particular, the nenbers
of the Advisory Committee. This is the first
nmeeting of this group. And as nmany, if not all,
of you know, it was quite a chore creating an
advi sory conmittee, particularly w thin government
with all of its rules, regulations, requirenents
and what - have-you.

So sone of you nmde sacrifices to
actually participate in this group. And there's
sone peopl e who could not nmake sacrifices that we

woul d have liked to have had on the group, but we
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have some pretty high hurdles with respect to
percei ved conflict of interest, let ne put it that
way. And that made it difficult for sone, and

i mpossi ble for sone others. So those of you who
are here are very nmuch appreci at ed.

I think I'"Il ask Conmm ssioner Douglas if
she'd like to say anything by way of opening. Then
I'mgoing to go around and ask each of you to
i ntroduce yoursel ves and who you're representing
t oday.

Then before turning it over to staff for
t he second agenda item the program overview, in
the course of, by way of introduction as the nost
seni or Commi ssi oner here, and the nost senior
person practically here, I'mgoing to give a
little bit of a history, because there's a | ong
hi story behi nd where we are today. And then turn
it over to staff.

Conmmi ssi oner Dougl as.

COW SSI ONER DOUGLAS: Good nor ni ng,
everybody. | just wanted to say briefly first of
all, echo Conmi ssi oner Boyd in expressing
appreciation to the nenbers of the Advisory
Conmittee.

We hope to benefit quite a lot from your
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perspectives and ideas. And also to the people
who are participating in this neeting in the
audi ence or on the web.

This is a very inportant nonent for the
State of California to get to | aunch this program
It's a trenendously inportant nmonment in tine for
California and the world, frankly, in terns of
devel oping clean alternative fuels vehicles. So,
we're very excited to be here today and | ook
forward to hearing fromall of you.

VI CE CHAI RPERSON BOYD: Excuse ne, ny
voice is a little froggy this nmorning. | don't
know if it's just spring fever or the long cold
I've been getting over for weeks now.

It would be appropriate to have
i ntroducti ons of the Advisory Conmittee. And as
you know, the role of the Advisory Conmittee is to
hel p us create an investnent plan for the
alternative renewabl e fuels and vehicl e technol ogy
program And that's what you are an Advi sory
Conmittee for.

So, Tim would you like to start and
we'll just go around the room

MR, CARM CHAEL: Good nor ni ng,

Conmmi ssi oner Boyd and Conmi ssi oner Douglas. It's
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a pleasure to be here; appreciate the invitation
to participate. |I'mlooking forward to the
di scussion. |'m Tim Carm chael with the Coalition
for Clean Air.

MR. HWANG  Rol and Hwang, Vehicl es
Policy Director for the Natural Resources Defense
Counci | .

MR, SHEARS: John Shears, Research
Coordi nator for the Center for Energy Efficiency
and Renewabl e Technol ogi es.

MR, FRANTZ: Tom Frantz from Kern
County. |'ma school teacher/farner, and head of
the Association of Irritated Residents.

MR CLARKE: |'m Steve Clarke; |I'mthe
CEO of Applied Intellectual Capital. W are an
i ndustrial research lab that's publicly traded
with offices in the U S and the U K

DR. SWEENEY: I''m Ji m Sweeney, Professor
at Stanford University, and Director of the
Precourt Institute for Energy Efficiency.

MR. McKEENAN: Jay MKeenan, California
I ndependent GO | Marketers Association. W're
little oil; we represent the fuel distributors and
retailers in the state.

MR, CACKETTE: Tom Cackette, Chief
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Deputy of the California Air Resources Board.

MR, KAZARI AN:  Karnig Kazari an,

Assi stant Secretary for Econom c Devel opnent of
t he Busi ness, Transportation and Housi ng Agency.

VI CE CHAI RPERSON BOYD: | think you need
to press the --

COW SSI ONER DOUGLAS: Press the little
button below it.

VI CE CHAlI RPERSON BOYD: \Where it says
push.

MS. ODABASHI AN:  El i sa Qdabashian; |I'm
the Director of the Wst Coast O fice of Consuners
Uni on, whi ch publishes "Consuner Reports
Magazi ne. "

MR, BRUNELLGC H, I'"'mnot M ke
Chrisman. M/ nane's Tony Brunello; |I'mthe Deputy
Secretary for Cinmate Change and Energy,
representing the Secretary, who will be here in
just a little bit. Thanks.

MR, EMVETT: I''m Dani el Emrett with
Ener gy | ndependence Now. Thanks.

MR. WALSH:. Good norning, |'m M chael
Wal sh; 1'"m a consultant on vehicle pollution and
Board Chairnman of the International Council on

Cl ean Transportation.
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MS. SHARPLESS: I''m Jan Sharpl ess, and |
noted in the book that |'m | abel ed as public-at-
| arge. So, --

(Laughter.)

MS. SHARPLESS: -- | guess | have the
wei ght of the world on ny shoulders. But for ful
di sclosure | should tell you that | have served in
t hi s august organi zati on several years ago. Was
al so Chair of the California Air Resources Board.
Served as a Chair of Public Health Effects Task
Force; on the Advisory Commttee for Institute of
Transportation Studies. Do consulting and al so
serve as a Board Menber of the Western Electricity
Coordi nating Council, just to top it off.

MS. HOLMES- GEN: I ' m Bonni e Hol mes- Gen,
Senior Policy Director with the Anerican Lung
Association of California. |'malso pleased to be
part of this inportant effort.

MR, SHEDD: Thank you. M nane is Rick
Shedd; |I'mthe Acting Chief of Fleet
Administration, filling in for WIIl Senmmes from
t he Departnent of General Services.

MR. COOPER: Good norning. M/ nane is
Peter Cooper; I'mwith the Work Force, an econonic

devel opnent program at the California Labor
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Feder ati on.

VI CE CHAI RPERSON BOYD: Thank you,
everybody in the room Are there any Advisory
Commi ttee nenbers on the phone? | had a note this
mor ni ng that Pat Mnahan, who felt |ike she was
comi ng down with the flu, was perhaps going to
partici pate by phone.

MS. MONAHAN: Yeah, and actually |I'm on
the recovery, but thank you.

VI CE CHAI RPERSON BOYD: You' re on the
recovery. Wuld you like to introduce yourself,
Pat? | only did a half a job.

MS. MONAHAN: OCh, I'mthe d ean Vehicles
Deputy Director, and the Director of the
California Ofice of the Uni on of Concerned
Scientists. |'mvery pleased to be participating
on the Committee.

VI CE CHAI RPERSON BOYD: Thank you.

MR. KAMMVEN: And Dan Kammen, can you
hear me?

VI CE CHAlI RPERSON BOYD: Can, Dan, yes.

MR. KAMMEN: So, Dan Kammen, University
of California at Berkeley; Director of the
Berkel ey Institute of the Environnent.

VI CE CHAI RPERSON BOYD: | think that
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10
covers about everybody. Thank you, all, again for
being here. | knowit's a great personal
sacrifice and we really do appreciate your
participation. And naybe the i nportance of that
will be driven home a little nore as we go through
t he day.

There are quite a nunber of people |

understand tuned in on the phone or on the

webcast .

Ah, I'minformed -- Carla, are you out
there? | understand anot her Advisory Conmittee
menber - -

M5. DIN: | already introduced nyself,
but I was not heard?

VI CE CHAI RPERSON BOYD: No.

Ms. DIN. |I'msorry. This is Carla Din,
Western Regional Director of the Apollo Alliance.

VI CE CHAI RPERSON BOYD: Thank you,
Carla. Sorry we nissed you.

Now, M ke, have | nmade any ot her
m st akes?

(Laughter.)

VI CE CHAI RPERSON BOYD: So far. Ckay.
Vel |, for purposes of ease of discussion |'m going

to hereinafter refer to you as the AB-118 Advi sory
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Committee, rather than the very long title that is
afforded you in the statute. But should you ever
need that long title for sone reason, feel free to
use it.

It's just why The California Energy
Resour ces Devel opnment and Conservati on Conmi ssi on,
which is who we are, is affectionately known as
the California Energy Comm ssion, for ease of
publ i c discussion; or The Conm ssion, as we are
called in the statute, after once bei ng defi ned.

Those of you who know ne know |'ve been
around an incredibly long tine in this business.
And | feel conpelled to give a little bit of
hi story, because this is not just sone recent
pi ece of | egislation that was evol ved because
sonebody thought it was a good idea, absent any
kind of a history associated with the good i dea.

California has been subjected to
transportation fuel price volatility really for
decades. I n fact one of the reasons the Energy
Conmi ssion was created was because OPEC was
pulling the chain on the United States. And we
had one of our early Mddle East oil crises,
coupled with the fact that there was concern about

the future of electricity in California sone 30

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

12
years ago. And the California Energy Conmni ssion
was creat ed.

And what that did was create a |long-term
partnershi p between an ol der organi zation, the
California Air Resources Board, and the California
Ener gy Conmi ssi on because there was an obvi ous
partnering and synergi sm between the i dea of the
use of petrol eum

The Air Resources Board, where | happen
to have been at the tinme, was interested in
reduci ng vehicle enmi ssions, and therefore was
interested in alternative fuels, which, at the
time, were all cleaner burning than was gasoline
and di esel fuel.

The Energy Conmi ssion was interested in
energy security because of the M ddl e East
situation; and was therefore seeki ng energy
diversity. And so an obvi ous partnership was
created. And at that tinme the Energy Comm ssion
had nmoney to spend on the subject of
transportation fuels. And the two agencies did a
| ot of work on the subject.

O course, as you all know, when OPEC
lets up on the chain, oil prices are reduced

historically, and gasoline prices fall, and the
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13
public doesn't care that nuch anynore. But the
Ener gy Conmmi ssion cared and recogni zed the need
for energy diversity for energy security purposes,
and continued to push on.

But the baton was transferred over to
the Air Resources Board, which to this day air
qual ity has been one of the big drivers of fue
policy in this state. And we continue to partner,
as best we could, with the Energy Conm ssion still
havi ng money to spend on alternative fuels, which
wer e those al cohol fuels and natural gas and
propane and what - have-you. And actually a fairly
decent infrastructure was created for some of
t hose fuel s.

However, as you all know, the energy
conpani es or oil conpanies, as they were then, got
sick and tired of the idea of hearing that al coho
fuel mght come to pass, and adnitted they could
make gasoline that burned as cl ean as al cohol
fuel. And the Air Board won, and the Energy
Conmmi ssi on won, too. But, the real inpetus for
alternative fuels really took a back seat. And
al so the npney evaporated or expired that was
spent on the subject.

So air quality gained a | ot through
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cl eaner burning petroleum alternative fuels were
parked at -- and alternative fuel technol ogies
wer e kind of parked at a pl ateau because the CAFE
ran out, as well.

Fast forward ahead a little bit. In
1999/ 2000 the state saw sone price volatility
unlike it had seen for quite sone tine. And, of
course, the citizenry gets concerned, and
therefore the Legislature gets concerned.

Two pieces of |egislation were passed,
one of them asking the Energy Comnm ssion to | ook
into the idea of building a strategic reserve of
finished fuel in California. Another one asked to
| ook at the idea of building a state-sanctioned or
sponsored pipeline fromthe Gulf to get our hands
on all that fuel that is obviously available from
the cul f.

Well, the study showed that all that
fuel wasn't avail able, and that was totally
uneconom c. And the strategic reserve didn't make
econoni ¢ sense.

But one of those two bills had a
provision in it that the two agenci es shoul d | ook
into the idea of how California -- could

California, and how nmight it, reduce its

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15

dependence on petrol eum

And what | felt was a very good report,
whi ch by then I was a Comm ssioner and wor ki ng
frankly nost strongly, | think, with Tom Cackette,
here, the two agenci es produced a darn good report
i ndicating we got a real problemin this state.
The gap between supply and denmand is going to grow
over tine. W really need better technol ogy. You
shoul d double CAFE. And we really need to
i ntroduce alternative technologies in fuels.

And it set out sone goals, very
anbi ti ous goals, of how nuch the state shoul d
reduce its use of petroleum Well, that report
had a | ot of trouble getting political traction,
for obvious reasons, in Sacranmento. |It's a tough
subject to touch. It's a tough industry to take
on. And it languished a little while.

It al so happened to come out in early
2003, and later in 2003 we had a political
revolution in California, and we changed
governors, as you all know.

Al so in 2003, at the end of the year,
the Energy Commi ssion did its first ever
I ntegrated Energy Policy Report, which is really a

product of the electricity crisis when the
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Legi sl ature said we ought to get that agency to
report every couple of years on all energy,
supply, demand, outl ook, recommendati ons and what -
have- you.

And this agency took the 2076 report;
enbodied it in the | EPR and pushed real hard on
the subject. The beauty of the | ntegrated Energy
Policy Report is it requires the governor in 90
days to comment on it.

Well, our Governor had a honeynoon goi ng
at the tine, and this was a whol e new subject to
him So, he took quite a bit of tine to coment
on it. But when he eventually did, he basically
endorsed the idea we need to reduce our dependence
on petroleum Said we really needed, though, a
pl an.

Just so happened Assenbl ywoman Pavl ey
had a bill in the Legislature, AB-1007, that
called for an alternative fuels plan. The
Governor said he woul d approve that | egislation.
And, therefore, again the Energy Conmmi ssion and
the Air Resources Board produced this state
alternative fuels plan, which was i ssued at the
end of last year. And is a pretty, | think, a

dar ned good pl an.
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However, in that interimperiod, and
recogni zing there's not a |lot of political
tracti on going on in Sacranento, another group
formed in parallel, | should say the other track
the train | think we're riding on now.

A group created a California Action
Plan. A group that was entitled The California
Secure Transportati on Energy Partnership, or
Cal STEP, that ny friends at Cal START actually
facilitated and started. And it produced a very
signi ficant, neani ngful report.

It was an across-the-board
public/private partnership effort; the
envi ronnental community, auto comunity, oi
i ndustries, what-have-you. It produced this
report which was i ntroduced to the Adninistration
and the Legislature at the sane tine.

One problemfor the Adnministration is it
had just introduced the | ow carbon fuel standard.
So, Assenbly Speaker Nunez, however, picked it up.
And it becane the basic foundation for the
i ntroduction of legislation that is AB-118, that
brings us all here together.

There's two or three people in this room

who served with distinction on that panel.
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Pr of essor Sweeney bei ng one of them which nade
hi m an obvi ous candidate to participate in the
effort. John Boesel hiding back there in the
audi ence sonewhere is the other -- hello, John --
who was the prime nmover and participated in this
effort.

And in the interest of full disclosure
you'll find nmy name and picture on the front
cover, should you ever bother to look at it.

In any event, these are all the planets
and stars that kind of cane together that led to
AB- 118, which after this agency had reconmmended
for years that it needed noney to inpl enent
alternative fuels, but could get no traction. And
even though we had a public goods charge to
address electricity and natural gas, we had a
tough tine getting any noney to address
transportation fuels, to make all three | egs of
the three-I egged energy stool equally sound.

And we got AB-118 to do that. And so we
have, and the Air Resources Board, our partners,
have each been provided a programw th a healthy
anount of noney to help California really strive
to reach out and address this goal that is known

of for years, if not for decades.
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And so this is anong the nmany reasons
I'"'mstill a Conm ssioner, and not retired, having
volunteered to do a second term And this

Governor fortunately liked the idea, so here | am

agai n.

But this does facilitate roughly $120
mllion a year over a period of seven and a half
years for the Energy Commi ssion, and $20 million a

year for that sanme time period for the Air
Resources Board, to carry out prograns as
envi sioned in the | aw

The Ener gy Commi ssion, being kind of out
of the business for many years, and unknown to
many people in this roomas ever even havi ng had
experience in this arena, and al so spending a very
| arge amount of noney that affects so nany
di sciplines, is provided, with you, the Advisory
Committee, to help us create an investnment plan
for that noney.

So, that, by way of a | engthy
di scussion, is sone of the background that | eads
us to where we are today that hopefully m ght be
useful to many of you to understand. |[|'m a great
student of history, which is why I'mconpelled to

do things like this, and discuss history and
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chronology. And also | find that it does help to
provi de a background; there are things to fall
back on, reasons to understand why we do what we
do. And perhaps even avoid, you know, naking
m st akes that were nade in the past.

So, with that, | would finish ny
statenent for the day. Again, thank all of you
for being here. And hopefully now I'm setting
things up for us to proceed with the creation of
an i nvestnent plan, and to seek your advice and
counsel .

And with that we'll nove on on the
program unl ess sonebody has a question of me, to
the AB-118 program overview and M ke Smith. Any
comments or questions? Yes, M Kke.

MR WALSH. WI Il either of the reports
that you just nentioned, the Energy Conmi ssion
report of late |last year or the Cal START report,
be avail able to us or on the website or sonething?

VI CE CHAI RPERSON BOYD: The alternative
fuels plan is on the Comm ssion's website. And,
John, | have one of the last existing printed
copies. Is it available on a website somewhere?

MR, BOESEL: Yes, Conm ssioner, it is

avai |l abl e on the website www cal step.org. You can
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downl oad a copy of the report. And we are goi ng
to publish additional copies.

And | also did want to poi nt out that
M. Carnichael also served on the Cal STEP
partnership, --

VI CE CHAlI RPERSON BOYD: Ch, good
heavens.

MR, BOESEL: -- as well as here on the
Advi sory Conmittee.

VI CE CHAI RPERSON BOYD: |'mindebted to
you forever, Tim

MR. CARM CHAEL: No --

(Laughter.)

VI CE CHAI RPERSON BOYD: Ch, well
perhaps that's why -- yes, Tim former President
of Cal START. Tim a valued nenber of the Cal STEP
effort.

MR. CARM CHAEL: |If | could just
nmenti on, Conmi ssioner Boyd, | think you said $20
mllion a year to the Air Resources Board. I
believe it's $80 nmillion a year.

VI CE CHAI RPERSON BOYD:
and | was wrong.
MR SPEAKER: It's 50,

(Laughter.)
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VI CE CHAlI RPERSON BOYD: Tom you shoul d
have jumped in and corrected ne. You're sitting
here and heard ne bl under.

Ckay, M ke, it's all yours. Mke Snmith,
who's -- well, I'll let himintroduce hinself.

MR. SM TH. Thank you, Conmi ssioners.
My nane is Mke Smth and |' mthe Deputy Director
Fuel s and Transportation here at the Conmi ssion.

Before | begin ny brief overview | do
want to nmention a couple of extra housekeepi ng
itemrs that | neglected to nention. First off,

t hese microphones, you have to speak very very
close to the nicrophones to be picked up clearly.
So when you speak into the nmikes at the table or
t he podium please get very close to it so others
can hear you clearly.

Secondly, we have Debbi e Jones, who has
blue cards. |If you wish to ask questions, raise
questions to the Conmittee or the Conmi ssioners,
pl ease grab Debbie and fill out a blue card and
we'll get themup to Comm ssi oners Boyd and
Dougl as. And your questions will be addressed in
the order that they have been presented.

Al so, we have a nunber of people online

that are listening in. And we have them nuted out
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for the tine being. However, we can tell up here
when they want to ask questions, so we'll un-nute
them to ask questions online.

W'l |l take any questions fromthe
audi ence first, and then go to those online. One
of the fundanental principles of this group is
trying to engage not only the input fromthe
Advi sory Committee, but the public and
st akehol ders who are not part of the Advisory
Committee, itself. So we hope this will
accommpdat e all comrents.

Did | | eave out any other -- | need to
ask ny entourage here to nmake sure | haven't Ileft
anyt hi ng out.

For those that are listening in on WebEx
there's a raised-hand icon that you need to click
on when you have a question to ask. And that wll
show up here on the screen. Thank you.

My job here today this norning is to
sort of give you a brief overview of the program
I'"'mgoing to try and do it quickly. Conm ssioner
Boyd gave an excell ent overview, sort of the
hi story of where we got to today, why we're here
today. So I'mgoing to quickly go through that.

But 1'd like to spend a little bit of
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tine towards the rear of the presentation on the
Advi sory Committee and the investnent plan. And
hopefully it'll give you folks sone insight in
hel ping facilitate your deliberations, not only
today but in the next 0-- the series of Advisory
Committee neetings that are planned over the
sumrer .

Commi ssi oner Boyd al ready wal ked t hr ough
each of these, and I will not dwell on them ot her
than to nention that it has been a long history
and we are at a renarkable point in tine with this
program And we have an opportunity to nmake sone
very nmeani ngful progress in reducing our petrol eum
dependence, neeting the state's air pollution
obj ecti ves and greenhouse gas reduction targets.

The purpose of the program basically is
to transform California's transportati on narket.
We have a system now that is singularly dependent
on gasoline and diesel. And this program we hope
to transformthat to a rmultifuel market in the
future. We will be consistent with the state's
climate change policy, |ow carbon fuel standard.

The programalso is we're designing this
programto achieve the alternative fuel targets

that we established in the 1007 report that
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Conmmi ssi oner Boyd had nentioned in his opening
remarks. They're very aggressive, and it wll
take a conbi nati on of regul ation, as well as
mar ket prograns such as the 118 program to
acconpl i sh.

In doing this we don't envision any
silver bullet. W envision many silver bullets or
sil ver buckshots, as Comm ssioner Boyd wl |
commonly renark. W just sinply are not in a
position to be able to afford to pick w nners.

All fuels, all reasonable fuels need to be brought
to the marketplace if we're going to achi eve the
very aggressive goals that we've set for
our sel ves.

To give you an idea of the mountain we
have to clinb, this is a snapshot of the gasoline,
the fuels market in California. As you can see
gasol i ne and di esel doninate. There's a snall
sliver that is ethanol that may range anywhere
from5.7 up to 10 percent over the next couple of
years.

But | draw your attention to that very
very thin green sliver that is the alternative
fuel use in California. |If we are going to

achi eve the goals we've set for ourselves you can
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see very clearly we have a long |long way to go.

Just to give you an idea of the
magni tude, if we achieve the goals set, the 2022
targets for alternative fuel use in California,
they're identified in the 1007 report, that wll
requi re sonmething on the order of 5 billion
gal l ons a year that need to be used in the
transportation fuel market. To get there will
requi re that the narket accept annually about a
mllion gallons of new supply of alternative
fuels. That's an enornous nunber.

And so the undertaking is going to be
very very, | want to say difficult, but it will be
difficult. | just want to give you an idea of the
magni t ude, the nmountain we're clinbing.

The statute actually sets out a couple
of very fundanental goals for the Energy
Conmmi ssion. And these sane goals apply to the
ARB' s progranms, as well. But | will focus on the
Ener gy Comm ssion's.

One of the nobst inportant things we have
to acconplish in this goal setting is setting a
sustainability goal. This is going to be a fairly
di fficult undertaking. It's a fairly new i ssue

that is enmerging and we are working diligently
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wi t h stakeholders and with the Air Resources Board
trying to set a goal that will neet the needs of
this program over the years that this programw ||
be admi ni st ered.

We also will fund projects, only
projects that are not otherw se required to be
undertaken by existing |laws or statutes. This
also will require a certain anmount of finesse to
find that line as to where existing | aws and
fundi ng opportunities for this program begin.

The statute al so asks that whatever we
do, that we be able to quantify it and neasure it.
It also establishes -- requires the Air Resources
Board -- this is going to take a little |onger
than | thought if | have to keep doing that very
couple mnutes -- it also requires the Air
Resources Board to inplenent what we have connonly
termed anti - backsli di ng gui deli nes.

The Air Resources Board expects to have
those before their Board in | ate Septenber, |
believe. And that fits very nicely into our
schedul e, which I'Il talk about in a few m nutes.

Lastly, the statute gives us a great
latitude in the tools that we use in funding

projects ranging fromgrants, revolving | oans,
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| oan guar antees, and nost inportantly, other
appropriate neasures. W intend to explore al
possi bl e tools that neet the needs of the market
i n pushing fuels and vehicles into the
mar ket pl ace.

The statute tells us that we have to
give strong preference to certain factors. And
you'll see this termlifecycle basis used quite a
bit fromnow on. Lifecycle basis or full fue
cycle basis. This is going to becone the unit of
measure by which we do things in this program

We are going to be exam ning fuels from
the full cycle of their devel oprment, fromfields-
t o-wheel s, wells-to-wheels, or whatever other
origins of fuels that we look at. But we will be
| ooking at their full fuel cycle inpact in order
to deternmine if, and to what degree, we support
them and nove theminto the marketpl ace.

The bill identifies several factors that
we need to strive for, including decreasing
greenhouse gas eni ssions by at | east 10 percent;
if we support fuel blends, that we should strive
to support those fuel blends that have at | east 20
percent renewable or alternative conponent.

Usi ng the existing --

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29

MR. McKEENAN: Got a question on that.

MR SM TH: Yes.

MR. McKEENAN: This is Jay McKeenan with
the California |Independent G| Marketers. At the
20 percent level, especially for biofuels, we're
going to start running i nto backslidi ng probl ens.
Especially with ethanol, at |east ethanol inits
current blend w th gasoline.

And we're also going to run into sone
ot her issues with biodiesel at the 20 percent
level. | nmean | think this is just a transition
problemthat we're going to run into, especially
in the next few years, as we don't have really
good alternatives out there in terns of neeting a
20 percent bl end requirenent.

This is just sonething that we need to
keep our eyes open about.

MR SMTH It's a very good point, Jay,
and | might add a third issue, and that is of
supply. And keep in mind that these are
preferences. The statute doesn't require us to
fund each and every project in this nmanner, but to
strive for that.

It builds in a certain latitude into the

statute that allows us to weigh various factors in
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determ ning the projects we fund. And the issues
that you raised are very good and certainly will
be consi dered by the Conmi ssi on.

VI CE CHAlI RPERSON BOYD: M ke. Ji m Boyd.
I think I just want to build on that. As | sit
here | reflect on all the work the Air Resources
Board did in the past couple of years on the idea
of maybe increasing the anount of ethanol in
California's gasoline supply fromthe 5.7 percent
level, and | won't speak for Tom here, but they
did get it up to 10, with a | ot of agony.

And | think your point's a good one with
regard to the ability to go beyond that. But
that's a technical subject that will be debated,
I'msure, by lots of people.

We've had the sane problem as you point
out, on biodiesel. The engine manufacturers, to
date, have not been willing to have their
warranties go beyond what, B-5? And we played a
| ot around with B-2.

So goi ng beyond B-5 will be a nmjor
hurdle for lots of folks. It will also enable
lots of interesting technol ogi cal discussions and
what - have- you.

Sol like Mke's word as a preference,
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al t hough the | anguage in the bill is kind of
strong, | think the subject |acked a | ot of debate
as the legislation was put together. So |I think

that's sonething the inplenmentati on plan Advisory
Committee will help us with, and have to ponder as
we cone up with a plan

COW SSI ONER DOUGLAS: Looks like we
have two nore commrents. Rol and.

MR. HWANG. Rol and Hwang wi t h NRDC.

M ke, 1've noticed you used the terni nol ogy
strive. Now, the legislation, | see these as
mandatory requi renents, criteria. | would

interpret that as nandatory requirenents. Say
particularly on quantitative qualification
st andards, such as 10 percent, you know, gas
reductions, 20 percent alternative fuels bl ends.
So can you clarify, from your
per spective, when you use the word strive. |
woul d use a different term nol ogy, and | would
argue that requirenents of the bill are mandatory
requi rements for these criteria.
MR. SM TH. Thank you, Roland. The
statute, as it's witten, lays out these criteria,
and asks the Energy Conmi ssion to consider them as

appropriate. The | anguage, as we interpret it,
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isn't a mandatory | anguage, a nandatory
requi rement. But has | anguage that allows us a
certain flexibility to use the criteria as
appropri ate.

Strive nmay be too soft a word. We take
these criteria, the preferences, very very
seriously. There may be reasons why, as M.
McKeenan poi nted out, why we can't always fund a
project that, for exanple, has a blend of at | east
20 percent of renewabl e conponent. But we
certainly would want to nove, that would be the
goal and we would want to nove in that direction.

But, from our standpoint, the |anguage
has a little bit nore flexibility than you're
descri bi ng as nandatory.

MR HWANG. | would argue that the "as
appropriate" criteria, as appropriate, you have a
pretty high bar for not funding projects -- for
fundi ng projects which are inconsistent with this
criteria.

Certainly if there are conflicting
criteria, that certainly is appropriate to
consider that. Certainly we would not argue that
you woul d fund projects that aren't consistent

with all criteria.
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However, | would certainly argue that
criteria and "as appropriate" | anguage sets a
fairly high bar if the Energy Conmi ssion chooses
to fund a project that does not fit these criteria
in the statute.

MR SMTH. | would agree with the high
bar characterization.

DR. SVEENEY: On the definition of
li fecycle basis, there's -- I'"'mnot clear what is
all owed to be included and not allowed to be
included in this. And in particular, there's a
| ot of evidence now that when we use corn to
generate ethanol it pushes up the availability of
corn for food, pushing up world food prices. And
therefore | eading to conversion of forest |lands to
agricultural lands, |leading to increases in carbon
di oxide, while on the lifecycle, direct lifecycle
it may decrease.

Do we include that indirect effects, or
do we only include under this |aw the direct
effects of the carbon dioxide in the lifecycle
basi s cal cul ati on?

MR SMTH  Qur intent is to do the best
we can, and to the best science and data will

allow us is to include the indirect effects.
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DR. SWVEENEY: Good, thank you.

VI CE CHAI RPERSON BOYD: | woul d j ust
poi nt out, and maybe | should not have ski pped
over the title of the bill when | tried to use the
short hand version, but the bill's formal title is
The California Alternati ve and Renewabl e Fuel
Vehi cl e Technol ogy C ean Air and Carbon Reduction
Act of 2007.

So, just to back up what M ke said,
we're totally -- both agencies are painfully
consci ous of what constitutes a full fuel cycle
anal ysis, and how deep a pool that is to dive into
to understand it all. So, again, you're right,
that's one of the challenges this group faces.

On the previous discussion | would want
to point out that -- well, having turned the
places in the law -- section 44271.5 -- I'msorry,
44272(b) says: The Conm ssion shall provide
preferences to those projects that nininize the
goals -- I'msorry, |I'mhaving a tough day today -
- maxim ze the goals of the alternative and
renewabl e fuel vehicle technol ogy program created
by such-and-such, based on the followi ng criterias
appropriate.”

But | think it did recognize, Rol and,
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that there is a very high bar, and there's a tough
row to hoe in sone areas. And the investnent plan
that the Advisory Conmmittee recomrends to us wll
therefore, | think, have to take into account the
hi gh bar, and maybe sone reality, as well.

MR HWANG |If | could respond to that,
M. Boyd, | appreciate that reference. Because
do want to point out from our perspective just
readi ng through the presentation, which is a
very -- appreciate the presentation, it's a very
cl ear explanation for nmany of the nmgjor
conponents.

But | guess what | view is nissing here
is the issue of a prinmacy of the gl obal warning
reduction goals, and how this programis intended
to support such.

The section you pointed out to is just a
good case in point. | would point that out at the
very begi nning. Wich is under section 44272(a)
of the establishnent of a program

The second sentence, a very | ong
sentence, reads: The program shall provide" et
cetera, et cetera, "to devel op and depl oy
i nnovati ve technol ogi es that transform

California's fuel and vehicle types to help attain
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the state's climte change policies."

So this is the only goal which is
expressed in terns of environnmental or other kind
of policy goals is expressed in establishing of
t he account.

So | would strongly argue that the nost
reasonabl e interpretation of the intent of the
| egislator is that this program nust provide, nust
be geared towards neeting our clinmate change
reduction goals, particularly around AB-32, the
| ow carbon fuel standard. And that's really the
establ i shrment .

Now, these funding preferences in this
criteria in the follow ng sections certainly
provi des additional guidelines. But the overall
structure of the program the purpose of the
programis clearly geared to clinate change
em ssi on reductions.

I would al so argue strongly that when
you say in the criteria consistent with the
state's climte change goals, | think that all of
us who have read through the AB-1007 report read
t hrough the | ow carbon fuel standard naterials out
there, can clearly see that if your fuel or your

technol ogy is not contributing to substanti al
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reductions in greenhouse gases, that that is not
going to be consistent with attainnment or the 2020
goal s.

Every gallon, every Btu di splaced goi ng
forward today, and every precious public dollar we
put into this has to be geared for substanti al
reductions. O herw se you're displacing other
efforts which are necessary to achi eve our 2020
goal s.

So, | would al so argue that the Speaker,
hi msel f, has established the purpose of 118 as
being, | think there's good evidence in the record
that the Speaker, himself, has established in the
record that the purpose of this account is to neet
our clinmate change goal s.

Not to say that all these other
reductions goals, air quality goals, are not
critically inportant, however when we argue about
t he bal ancing of the criteria, and bal anci ng of
what ultimately is in the investnent plan, it has
to be seen through the |l ens of the prinmacy of
attai nnent or clinate change goals. And | would
strongly argue that should be geared around 2020
as the appropriate goal set forth in AB-32, the

| ow carbon fuel standard, for exanple. O course,
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all of that's established in the firmgoal of 10

percent reduction by 2020.

VI CE CHAI RPERSON BOYD: Rol and, | don't
thi nk you have to argue your points; | don't think
there was anything contrary to your point. But
your points as well made. | think in

acknow edgi ng what the title of the Act was, |
tried to indicate we're quite cognizant at this
agency of the overall goals.

But it's good to get into the record
sone of the background there. But | don't think
you had an argunment going here with us. So, thank
you for that clarification.

M ke, you --

MR SMTH: The only thing | night add
to that, Comm ssioner, is going back to the 1007
report and the full fuel cycle analysis that was
done in conjunction with that report.

What we found is that nmany or npbst of
the fuels that we exam ned on a full fuel cycle
basis in the work we did in conjunction with the
Air Resources Board, have a carbon footprint at
| east 10 percent |less than the refornul ated
gasol i ne or CARB di esel specification

So we take a certain anpunt of confort
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in knowi ng that at | east based on the anal ysis we
did | ast year that we have a nunber of options
that coul d advance this 10 percent, or at |east 10
percent, criteria that's in the statute.

There are certainly options in that
anal ysis that go beyond that, and |I think the
Conmmi ssion will pursue those. But | just want to
poi nt out that now that doesn't include any
further analysis that we intend to do over this
next year or so on indirect effects, which my
alter that anal ysis sonewhat. And whatever other
work that the Air Resources Board is doing with
respect to sustainability and the full fuel cycle
work as part of their | ow carbon fuel standard.

We vied this as a dynam c, sort of
l'iving or evolving process so that 1007
concl usi ons about full fuel cycle assessnments nay
alter here in the very near future.

VI CE CHAI RPERSON BOYD: M ke, | know
Bonni e wants to say sonething, but | want to say
sonething first. And | don't want people to get
real fixated on what M ke just said with regard to
what the 1007 report said.

Because, by our early admi ssion, the

full fuel cycle analysis that we did for that
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report, in my opinion, is the best one every done.
But as |I've said in several public settings, once
you get to understand the gravity of what's neant
by a full fuel cycle analysis, and consistent with
all the discussions we've had, and as ny crude
anal ogy is, that, you know, we dove into a pool
and took a deeper dive than anyone has ever taken.

And when we got there we realized you
can't even see the bottomof this pool. This is
so conplicated, and the scientists are going at it
with regard to trying to devel op nodels that take
all of this into account.

So, what we did, when we did it, was a
very good anal ysis that began to give
directionally what's going on. W're not going to
defend everything we do in the future on what's in
that anal ysis because it is just a begi nning.

And the nore we learn on a daily basis,
the nore conplex this issue gets. And as sone of
the scientists have al ready done sone prelininary
work that shows that the indirect effects are
significant, and we need to dig deeper into those.

But at the time we did that analysis it
sai d, boy, you know, alternative fuels are going

to help. They are at |east, you know,
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directionally it | ooked |ike, based on the
anal yses then, X percent better.

But |1'm not going to hang ny hat on that
nunber, because that did not take into account a
ot of the indirect consequences that we're
begi nning to realize. And | know this agency, |
know Karen and | deeply understand that problem

And | might, to mtigate agai nst any
concerns that we're fi xated on sonet hi ng, point
out that the first plan we adopted was not an
alternative fuels plan, it was a bioenergy pl an.
And imediately in this world you say bi oenergy
and everybody gets excited about grow ng energy
Ccrops.

California has heavily enphasi zed the
use of the wastestream for energy, and not heavily
endorsed the concept of growi ng energy crops, for
the very reason that we recogni ze sone of the
i ndi rect consequences. And so this agency and
this Governor have recogni zed that dil enma very
early on. And we adopted anbitious goals that
were heavily predicated on trying to avoid sone of
t hose indirect consequences by | ooking at that.

But that's not a subject of -- well, it

is a subject -- everything's a subject of what
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we're tal king about in this body. And | wanted to
mention that. | actually kind of |left that out of
my introduction, and | guess | also left out the
reading of the title of the Act, which I did read
to you a few nonents ago

And | did comrent that air quality has
been the strongest persistent driver of all. That
energy security and diversity early on was a
consideration. That 9/11 in this country nade it
a great consideration. Price volatility in
Cal i fornia added to that.

But the greatest driver of all that is
recogni zed by this agency is clinmate change. |
mean everything we're doing fits into that tent,
under that unbrella. And clinate change and AB-
32, you know, forced the greatest systens anal ysis
that we're ever going to undertake in this state,
and pushes all these issues together.

So, there's no question that that's
where we're riding, and that has to be taken into
account. And | apol ogize for not including that
in nmy introductory remarks. |t night have hel ped
clear the air alittle bit on where this agency's
coming from But nonethel ess.

Any, Bonnie, you had a comrent.
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M. HOLMES- GEN: Thank you, Conmi ssi oner
Boyd. And | just wanted to nmake two points. And
one is to back up and agree with ny coll eague,

Rol and Hwang, in terns of the pivotal nature of
the criteria that are listed that we' ve just gone
over here for funding projects.

And | believe that these criteria really
are viewed by the Legislature as very basic
criteria for a project that should be funded by
this Act. And | think they're critically
i nportant to the public spending for projects, and
for the assurances to the public that these
projects are going to delivery the greenhouse gas
and air quality benefits that the state
desperately needs.

And | also just wanted to comment on,

you know, the pivotal nature, as you just
menti oned, of air quality in this |egislation.
Not only is air quality nentioned in this |ist of
what | woul d argue are sone basic criteria, but
there's also a separate provision in the statute
that you referred to earlier as the anti
backsliding criteria in section 44271(b).

And that's where the statute sets out

criteria for both the air quality inprovenent
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program and the energy fuels and technol ogy
grants. And the criteria clearly states that
activities nmust conplenent and not interfere with
efforts to maintain sone federal and state air
qual ity standards.

And specifically that activities nust
mai ntai n or inprove upon the eni ssions reductions
and air quality benefits that are attained by
phase two refornmul ated gasol i ne standards and
di esel fuel, reformul ated di esel fuels.

So | just wanted to point that out, this
is clearly cited in the Act as a prinmary driver.
In addition to the fact that there is, as was
mentioned earlier, 80 mllion total that's going
to air quality projects fromthis fund. Again,
because of the inportance of insuring that as we
nove forward on pronoting alternative fuels, we
are, at the sane tine, nmaking critical progress
toward our air quality goals.

And | know you know that, but | just
wanted to bring that up as we're tal ki ng about
this in the Advisory Committee, to nake sure that
we're all starting fromthat place. G eenhouse
gas is, of course, a critical and a prinmary

driver. Air quality is also a critical driver for
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what we're doi ng here.

COW SSI ONER DOUGLAS: Thank you,
Bonnie. Let nme see if | can sumup what |'ve
heard so far. And | think Roland nade a very
strong point about climate being listed here as a
primary driver for our thinking on 118.

And there's al so, as you point out,
Bonni e, very very strong policy in this bill, not
only on the anti backsliding side, but also
pushing us to really | ook for funding projects
that have the potential to also help us nake
strides in air quality. And so | appreciate that.

And we al so, | think, get the message
that the criteria, the funding preference |listed
here, are very inportant. And obviously the range
of proposals that we actually get, and the way
that they match with the criteria will help us --
will be inmportant in knowi ng how well we can match
every one of the criteria with all the proposals.

But these are very inportant practices.
And we certainly hope that we'll get a | ot of
proposal s that match up very well.

VI CE CHAI RPERSON BOYD: M ke, would you
like to get back to your list? Oh, -- no, --

COW SSI ONER DOUGLAS: No, no, we got --
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DR. SWVEENEY: Just one nore comment. I
think that we would be nmaking a several mstake if
we focus too much attention on it's one goal or
the other. As | read the | anguage, and | was
sonewhat faniliar with the history that got to it,
petrol eum use reduction was al so an i nportant goa
because of the econonic consequences to the state.

And yet many of the -- in fact, nobst of
the things we'll do should be consistent with the
goal s of reduci ng petrol eum use, reducing the
i nsecurity of the econony associated with
petrol eum use, reduci ng carbon di oxi de use. And
as we get to better energy efficiency issues, we
probably can reduce sone of the local air
pol | uti on.

So | hope this Conmittee doesn't focus
attention on which of these is primry, when they
all are going to, if we do it right, can all work

in very much the sane direction

Clearly, there'll be sone goals, sone
t hi ngs that harm one and help the other. Then we
can debate it. But, let's recognize that nost of

these things work in exactly the sane direction at
| east when we get to the efficiency of the use of

t he vehi cl es.
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COW SSI ONER DOUGLAS: | definitely hear
you on the efficiency point. And | didn't nean to
| eave petrol eumreduction off the list. But there

are tinmes when those, the three goals of air
quality, clinmate and petrol eumreduction don't
coincide exactly. And | think the statute
provi des us gui dance in those cases for how to
prioritize in our analysis.

| see Tom Cackette has pulled his
m cr ophone cl ose.

MR, CACKETTE: Thank you. Just a
quick -- | wanted to el aborate on Rol and's points,
and Jim | think his correct assessnent of it,
that fuel goals and climate change usually coexi st
with the sanme objective.

One thing that Rol and sai d, though, was
that climte change shoul d be our goal and 2020
shoul d be our goal, because that's what the | aw
AB- 32 says.

One nuance of that that's been very
important to us is that you have to renenber that
achi eving 2020 goal, all that does is w pe out
t hree decades of growt h. It doesn't get us
anywhere towards a stabilized clinmate.

And the stabilized climate is really
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defined in the 2050 goals. The 60, 80 percent
reduction; the 80 percent is the nunber that the
Gover nor has projected.

And so | wanted to make the point that |
think an inportant goal is that even though we
| ook at 2020, because that's so well established
in statute, that we need to nake sure that we're
really | ooking at 2050. And that we don't invest
resources that mght help in 2020 that are a dead-
end towards getting to 2050.

Again, | doubt that that's going to
happen very often, but it's sonething to keep in
m nd, that the real end-gane here is the 2050
reducti ons.

MR HWANG |'d absolutely concur with
t hat .

VI CE CHAI RPERSON BOYD: And | want to
build on that because, as Tom knows, the state
alternative fuels plan that we both prepared goes
out to 2050. And it's the first tinme both of our
agenci es have agreed that it nmade sense to go so
far into the future, since the future is
historically so cloudy because in recognition of
what the state's goals were, we included the

vision all the way out to 2050 to take that into
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account, even though it's the state alternative
fuels plan to try to nmeet all the various
obj ectives we've been tal ki ng about here this
nor ni ng.

So there's no | ack of recognition on the
part of the state agencies charged to carry out
the requirenents of AB-118, which in turn, were to
hel p us make the -- you know, to inplenent the
alternative fuels plan, that all these issues are
to be considered. And that we did | ook to the far
far future to nmeet the goals that Tom has
iterated. So.

COW SSI ONER DOUGLAS:  We have two nore
coment s.

MR, CLARKE: Steve Clarke from Al C I
wel come a | ot of the comments that have been made
earlier about particular lifecycle basis, and the
| ast two coments about providing econonic
benefit.

At $50 a barrel it's pretty difficult to
get people interested in alternative fuels. At
$80 a barrel it was considered a transitory
environnent, and still would be difficult. The
wor |l d's changed at $120 a barrel

One of the things that, a question for
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the Committee is | really applaud this preference
for the idea of using a lifecycle calculation. |
think there's a nunmber of initiatives that in the
past in alternative fuels that would fall by the
waysi de, and woul d have been seen to have been
blind alleyways if we'd have a npbre appropriate
use of a lifecycle analysis of all the technol ogy
and its inpact on greenhouse gases and ot her
eni ssi ons.

How are we going to inplenent that is
the right thing to say. But how are we going to
be assured that we are view ng proposals with an
equi val ence, and an equivalent rigor in lifecycle
basi s.

It is a black art at the nonent. And ny
fear is that it could becone a boondoggl e for
consultants generating |lifecycle anal yses that
| ook wonderful and get projects sold.

COW SSI ONER DOUGLAS: | think that's a
great question which, Mke, in your presentation,
noving to get further into that question?

MR, SM TH. No, not too deeply other
than just to nention that we are looking into it
over the course of this sumrer and fall. And

probably is actually going to take, you know, a

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

51
couple of years to sort of firmy get our arns
around the issue of sustainability and indirect
i mpact s.

MR, CLARKE: Could | just respond to
that. | think -- I"mheavily involved in private
funding of clean fuel initiatives which is how|'m
able to sit on this Committee.

Last week | was talking to a nunber of
Peni nsul a- based i nvestors, and it's anybody's
guess that there's sonething around $5- to $15
billion available right nowin California for
clean fuels through private equity investors.

And is often the case with | oose noney,

| ots of seem ngly great ideas get chased rea

hard, and there's sone -- frankly silly investment
decisions. | don't think we have two years. |
don't think we have two years to get lifecycle

basi s right.
I think it's sonething that if the
Conmi ssion gets this right, if we, as a group, get

this right, and if we are able to i nplenent a

transparent equival ent lifecycle basis for | ooking
at alternative ideas, | think we could do
sonet hing remarkable. | think we've got to take

the lead in being a gold standard for sone of the
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private investnents that's going to these fuels
ri ght now

Because I'mstill seeing lots of the
sane old tired ideas, you know, let's go grab sone
land in Guatemala, rip out the rain forest and
there's tons of |oose noney for that. |t would
fall apart if we did a lifecycle analysis on it.

And California' s set the standard for
here's how we | ook at our alternative energy
i ndustry.

COW SSI ONER DOQUGLAS: | think that's a
really interesting comment, and possibly sonething
that we may al so address through sone of the
sustainability goals, that we will set as part of
this program

There are a lot of people with their
hands up. Ms. Sharpless, you had --

MS. SHARPLESS: Yes. You just nentioned
sort of the basis of ny question, and it's the
sustainability goal. W've heard, you know, the
criteria that has been enunerated in the | aw
We've heard a series of goals that have al ready
been established in different reports.

We've heard that this | egislation has

i ncorporated a | ot of recognition of these goals,
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and the need to bal ance between the vari ous
conpeting policy drivers in this area.

And then we have, yet, this sort of new
thing that's still under construction that's part
of this 118. And it's to establish the
sustainability goals.

So, ny question is, what was the thought
in the drafters of this legislation in requiring
t he establishnment of sustainability goals when
there's so nmuch specificity already in the
criteria, and | ooking at how projects are being
funded. How are these things going to dovetail ?

VI CE CHAI RPERSON BOYD: Don't | ook at
me. | wasn't one of the --

(Laughter.)

VI CE CHAI RPERSON BOYD: There's a | ot

about this bill that's --
MS. SHARPLESS: Well, | guess --
VI CE CHAI RPERSON BOYD: -- difficult and

myst eri ous.

MS. SHARPLESS: -- do we pay as nuch
attention to that, as a group, as a Conmittee,
when we're |l ooking at -- | know we're not going
to, this cones later, | think, in Mke's

presentation. W're not being asked to | ook at
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the fine detail. W're being asked to | ook at the
5000, you know, feet or nmile detail.

So, | just need sone clarity as to when
we're trying to go through this process, which of

these things do we give greatest weight to.

COWM SSI ONER DOUGLAS: I see -- | have
Rol and, Ti m Carm chael, John Shears all -- and
also Tom Frantz all indicating fromthat end of

the table. Perhaps if you could speak in that
order. And | think they had sone invol venent.
And t hen Peter Cooper.

MR HWANG |1'd like to go after John
because | think John wanted to respond directly to
Ms. Sharpl ess' remark.

COW SSI ONER DOUGLAS: Ch, John, and
then Rol and. Ckay, John.

MR, SHEARS: Yeah, John Shears with the
Center for Energy Efficiency and Renewabl e
Technol ogi es. Not so nuch a response
specifically, but just a general remark.

| think if people on the Advisory
Commi ttee haven't already got the sense, when |
first saw, you know, in AB-118 it says at | east
three workshops. Prepare yourself, | think we're

goi ng to be having nore than three workshops.
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The i ssue, as Conmi ssioner Boyd referred
to earlier, is one of the nobst conplex areas to
deal with. You know, not that climte in itself,
dealing with clinmate is a sinple issue, but
transportation and transportation fuels and the
I i nkage with vehicle technology is very very
conpl i cat ed.

And as a lot of the recent scientific
research, or especially over the |last 12, 18
mont hs has indicated, there are a | ot of
uni nt ended consequences. | think that al so
St ephen Clarke was referring to, and Professor
Sweeney, with regards to especially, you know, how
we approach bi of uel s.

So | think the intent in including
sustainability language in the bill was to nake
sure that we think about these issue so that we do
not create situations where we have uni nt ended
consequences.

Because what California is going to be
doi ng, you know, here we go waving the California
fl ag again, everyone is watching what we do. This
is along program it's been around seven years.
We're going to take, you know, hopefully we'll

crawl before we wal k before we run during these
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seven and a half years of this program

But we want to make sure that we send
the right signals as to what California is going
to be doing over the next seven, seven and a half
years.

At the sane tine we want this programto
be a synergistic as possible with the broader
state goals and with the efforts that are ongoi ng
over at the ARB with regards to the devel opnent
of the | ow carbon fuel standard.

So we want the teamto really work
toget her synergistically on these sustainability
i ssues. And, you know, hopefully, and we'll be
wor ki ng, and | think we nmay have to have sone
wor kshops where we have some peopl e cone and
address us. W need to nake sure that we stagger
the work process, you know, this year and
subsequent years here at the Energy Comm ssion on,
you know, disbursenent of these funds with the
ongoi ng devel opnents of the | ow carbon fue
standard. Because that is also going to be a
novi ng target. Everyone recognizes that in
i mpl erent ati on at the Air Resources Board.

So, you know, we have to acknow edge and

address these issues. Yes, very conplex. Yes,
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you know, very difficult to work on. But we need
to be nmi ndful because we are sending signals to
the rest of the world. And we have an opportunity
here to maybe, you know, send sone very good
signals to the rest of the world on how to, you
know, approach this kind of policy.

MR HWANG |'Il try to be very brief.
I'mgoing to respond to three different things
that 1've heard.

First of all, to M. Cackette's point
about 2050. | absolutely agree with his point.
2050 has to be extraordinarily transfornmational.
And this | eads back to this funding preference or
criteria issue that M. Smith has on the
Power Poi nt here.

A part of the greenhouse gas reduction
requi rements as part of the statute, which |I know
this is not up on the PowerPoint, is, higher
percentages in the future -- I'll read it fully --
ability to reduce on a lifecycle assessnent of
greenhouse gas eni ssion by at |east 10 percent and
hi gher percentages in the future.

We woul d certainly urge that the Energy
Conmmi ssi on start devel opi ng a fundi ng preference

mechani sms t hat encourages, incentivizes beyond 10
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percent reduction. |If we had our druthers, 10
percent is, fromour perspective, clearly too | ow

But gi ven the urgency of the 2050
requi rements, | think that the point can be very
well made that it's very critical for the Energy
Conmi ssion to establish a signal upfront that 10
percent is not going to be the criteria in the
future. Maybe for the first year naybe it's 10
percent. But in the future there has to be a
signal of criteria for beyond 10 percent
reducti on.

To M. darke's question about |ifecycle
assessnent, also we are very concerned about that,
too, to make sure we get the rules right. | would
assune that the 118 process will be harnoni zed
with the LCFS process, which has to be adopted by
the end of this year fromthe Air Resources Board,
whi ch obviously has to establish a full lifecycle
assessnent and grapple with nethodol ogy in
regul ati on, and grapple with its -- conversion
i ssue.

So we are running in parallel right now,
but I would assune that there would be nobre state
policy for 118 to have a different accounting

mechani sm f or greenhouse gas than the state Air
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Resources Board LCFS program

So |I'm keeping ny fingers crossed that
we do cross the finish line at the sane tine
essentially, and that those two processes will be
coordi nated. Wat the ARB is doing is
groundbr eaki ng and precedential for not just other
state prograns, but al so nati onwi de, nmaybe even
i nternationally.

To Ms. Sharpl ess, your comment about the
sustainability standards, what the heck were we
thinking, | think was the question.

Obviously a very very chal | engi ng i ssue;
we' ve agoni zed over this quite a bit during the
| egi sl ati ve process. However, recent events in
the world food supply market, | think, does
suggest that we were absolutely right to insure
this was i ncor porat ed.

Whet her the | egislative process came out
with the right solution in tossing this over into
the domain of the regul atory agency, in this case
t he Energy Comm ssion, to establish, you know,
that wasn't our preference.

However, extraordinarily critical to
operationalize this. Again, I'll point back to

the | ow carbon fuel standard. And also I'll point
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to the renewabl e fuel standard, federally.

It's difficult to figure out howto
define sustainability. Sustainability is very
broad. M coll eagues in Washington, within the
renewabl e fuel standard, have devel oped ni ni nal
what we call | and safeguards, or note fromthe
definition of renewable fuels for bionass.

Here is a very clear bright line
di stinction between what is sustainable and what
i s not sustainable on | and saf eguards perspecti ve.
Is it sufficient? No. And is it necessary?
Absolutely. Is it inportant for us to coordinate
bet ween federal policies which will not provide
qualification to renewabl e fuels that do not neet
the | and saf eguards protections at the federa
level, it's inportant to naintain the consistency
between California and the federal program you
know, absol utely.

And we believe and we are urging the Air
Board al so to adopt the sane nmininal set of
protections within the RFS, within the LCFS as in
the federal RFS. |I'msorry for all these
acr onyns.

M nimal, we have to go further, | think.

We | ook forward to the Energy Conmi ssi on engagi ng

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

61
on this issue. Because | do believe that they
have a | ot of good resources to |l ook at this issue
again. The nmininal safeguards are, at best, nust
be there. There's a lot nore we need to be doing
in order to establish this sustainability, when we
go up to sustainability when it cones to
particularly when it cones to the biofuels.

So we don't know all the answers yet.

But I'"mcertainly confident we get the right
peopl e together in the right room especially with
all the talent here at the Energy Comm ssi on,

we'll be able to make progress on it.

COW SSI ONER DOUGLAS: Thank you,

Rol and. W have Peter Cooper and then Tom Frant z.

MR, COOPER: In order to neet these
goal s and naintain strong public support, |
bel i eve that we have a broad understandi ng of
provi di ng econonmi c benefits, the preference that's
on the PowerPoint in front of us.

I represent the California Labor
Federation with over 2 mlIlion nmenbers in
California. W have nenbers in all different
areas of the econony.

And as we nove forward | think | would

just ask the Board to keep in nind that we are
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seeing drastic | abor market volatility currently,
as well as denographic changes that will i npact
the ability to have workers that have the skill
sets to performthe work that's needed to be done
to neet the goals in AB-118.

MR, FRANTZ: Tom Frantz, --

COW SSI ONER DOUGLAS:  -- I'm sorry,
we'll go to you next.
MR, FRANTZ: Ckay. |I'mconfronting on

the frontline, my group Association of Irritated
Resi dents, for proposed corn ethanol plants in the
sout hern end of the San Joaquin Vall ey.

And they all claimthat they have the
bl essing of the California Energy Conmi ssi on and
the blessing of CARB to build these plants as part
of the | ow carbon fuel standard, and as part of
the reduction in greenhouse gases and so on.

They cl ai mthat bl essing, but | haven't
see it in witing. And |I'mwondering why it's not
in witing if it's true. And if it's not true,
and if -- | think we need a priority here of not
taking a year or so to study the | and use issues
surroundi ng food for fuel.

Because these plants are being built.

I nvestnents are being made. I n just four plants,
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if you count infrastructure, the cities and
counties are providing close to a billion dollars
in investment over the next year or so. They're
asking city councils and county supervisors to
approve these plans wi thout advice fromthe --

wi t hout direct advice, certainly, fromthe Energy
Conm ssion on whether this has a viable future.

So | hope that this |l and use i ssue can
be speeded up, and at |least a fornal word of
caution could be put out on these proposals that
these things may not be viable, and they nmy be
white el ephants in these communities in the near
future.

I nstead of remaining silent, saying we
need to do nore study, sonething needs to be said
nore publicly. And if you are bl essing these
plants, that needs to be stated publicly, as well.

COW SSI ONER DOUGLAS: Tim

MR. CARM CHAEL: Two comments feeding
off of what's just been shared by the group. One
is, you know, a franmework for thinking about this.
Oobviously it's inportant for us to pay attention
to the | anguage of the | aw

But California has established goals for

climate, for air quality and for petrol eum
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reduction. W're going -- as a group | believe
our mssion is to help the CEC nake the npbst of a
relatively small pot of noney. | still think a
billion is a lot of dollars, but a relatively
smal | pot of noney. Make the nobst of it to
achi eve those three goals over the next decade.

M. C arke and others, there are a | ot
of peopl e wat chi ng what we do, you know, how t he
state invests this noney. And there's a |ot of
money that will cone -- that will follow the
i nvestments here. And sone nmy actually, you
know, dwarf this over tine.

But we have the potential to send a | ot
of inportant signals in the near term And that's
my final point. Wth all due respect to M.
Cackette and M. Hwang, | don't think we have
until 2050. And | think we need to pay attention
to 2050, and think about |ong-terminpacts of any
deci si ons and recommendati ons we nake.

But, if you pay attention to Janes
Hansen and ot hers, you know, they just changed
their viewpoint that we had ten years to get our
act together, to we have three years to get our
act together when it cones to climte enissions.

So, near-term action, near-term signals
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to the broader investnent community, broader
manuf acturing conmunity are critical. And we
really need to be thinking about how can we nake
the nost of this, how can we change the world in a
positive way with this funding in the near term

COW SSI ONER DOUGLAS: M ke.

MR, SM TH. Thank you. The next two
slides I'm going to pass over very quickly. They
are basically a sunmation of projects that are
eligible in AB-118. You can look at the bill for
a far nore detail ed description of the
eligibility.

There's one thing | do want to point
out, at least on the second slide, is that the
bill is very conprehensive in several respects.

But in this case it has -- the authors had the

wi sdom to recogni ze that creating and transforning
a fuel narket is nore than just putting fuels and
vehi cl es on the road.

There is the workforce that's needed to
mai ntai n those vehicles, to devel op the fuels and
mai ntain the systens that are provide the fuel to
the marketplace. So we view this, the workforce
training effort, as a very inportant piece of this

overall effort in terns of not only creating the
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mar ket, but to sustaining it in the long term

I want to get very quickly into steps
we're taking now to inplenent AB-118, and this
will lead very quickly into your role as Advisory
Commi ttee nenbers and hel pi ng t he Energy
Conmi ssi on devel op the i nvestnent plan.

We're doi ng several things at once,
trying to nove as quickly as we can to inpl enent
this program As has been di scussed around this
table this nmorning, there are all sorts of
i nperatives as to why this program needs to nove
as quickly as possible, and we need to start to
make meani ngful advances in neeting climte change
obj ectives that the Governor and AB-32 have
identified.

The bi ggest driver in our schedule is
the rul enmaki ng we're going through. And I|'1]
speak a little bit about that, but just very
qui ckly, we expect, according to our schedule, to
have our regul ati ons published in the spring of
' 09.

A lot's going to be happening in the
interimand concurrently, and these are the points
that | want to tal k about now. W convened the

Advi sory Committee; this is the first neeting.
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You're going to be hel ping us devel op the
i nvestment plan. And then after the investnent
pl an i s devel oped, we hope to have another public
process by which we devel op fundi ng nechani sns
that we will use to start noving the nponey out the
door in this conmi ng next fiscal year.

Just a bit about the regulations. The
O R was released earlier this year at the end of
January. The whol e point of the regulations is to
sinply clarify the statute, create certainty in
the administration of the program

One thing to keep in mnd with respect
to the regulations is we only want to do it once.
These are things that are devel opi ng and
i mpl erenti ng regul ati ons, pronul gati ng regul ati ons
is an arduous process. Once established, they
should -- you want to | eave themin place unl ess
there's sonet hi ng extraordi nary happens in the
mar ket pl ace that requires us to go back and revise
t he regul ati ons.

What we will be doing in this rul emaking
is to try and find that | anguage that brings
sufficient clarity to certain provisions in the
bill, but |Ieaves us with enough |l atitude to

actual ly adni ni ster the program over the next
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seven and a half to eight years of its life.

We are hoping to have several workshops
starting next nonth and i nto August on our draft
regul ati ons. The Energy Conmi ssion will adopt
these regul ati ons in Decenmber, and they'll be
subnitted to QAL for final approval and
publ i cati on.

As | nentioned earlier, we hope that
will all occur by spring of '09, in which case
we'll be ready to start awardi ng funds,
consi deri ng proposal s and awardi ng funds.

The Advisory Conmittee, as the statute
requires, is convening -- has been convened to
hel p the Energy Conmi ssion devel op the investnent
plan. The statute is very clear about the types
of organi zations that are to be represented on the
Committee, and we think we've gathered the
requi site groups and the requisite
representatives.

We actually went a few steps further to
just sort of round out the Committee and bring a
conplete -- conplete the forumto provide as nuch
i nput to this process as possible.

I n hel pi ng you t hrough your

deliberations in this neeting and in subsequent
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Advi sory Conmittee nmeetings, we want to keep your
i nput -- at least our intent is to keep your i nput
at a fairly strategic level. W don't necessarily
want to get down into specific projects or
speci fic technol ogies or fuels, but to provide the
Conmmi ssi on and Conmi ssi oners Boyd and Dougl as and
t he ot her Conmmi ssioners, with enough strategic
i nput that provides for priorities that then the
Conmmi ssi on can use sone discretion in trying to
figure out and assign the proposals -- excuse ne,
the solicitations that we go out with in the fall,
or we propose in the fall and hopefully go out
with in the spring.

We've nade it very clear that folks
participating and organi zati ons partici pating on
this Committee are not eligible to seek or receive
funding. There's a few exceptions to that which
we have outlined in the roles and responsibilities
t hat each of you have received.

We anticipate three nmeetings. Now
there's been nention that we m ght brace oursel ves
for nore than three, but we're at | east planning
on three to lead us up to the adoption of the
i nvestnment plan this fall.

The first one is obviously happeni ng
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today in Sacranento. W are targeting July 9th as
t he next neeting, and August 26th as the third
meeting. We haven't put any l|location; that's
sonet hing that the Committee and the Comm ssioners
can debate as to whether we want to have them here
in Sacramento or | ocate themthroughout the state,
perhaps in the Bay Area and in the Los Angel es
ar ea.

W want to try and, as early as
possible, lock in these dates. W don't have to
do that today, but we're putting these up there as
targets. It's very difficult to try, as we've
di scovered in the |l ast couple of week, trying to
nail down dates and get them | ocked in.
Particularly when we have ot her organi zati ons,
such as the Air Resources Board, that is also
undertaking a critical proceeding, and can be a
draw on the nenbers' tine. So I'll leave that on
the table right now That's sonething that you
fol ks can di scuss either today or at subsequent
nmeet i ngs.

The ot her provisions of the statute
requi re that these neetings be subject to the Open
Meeting Act. Transcripts are being nade of this

proceedi ng, these neetings. They will be posted
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on our website.

We also stress that in addition to the
i nput provided by each of the Conmittee nenbers,
we are placing a great enphasis on input fromthe
public and from ot her stakeholders. And with al
of that input that the Commission will use in
devel opi ng the i nvestnent plan over the next
coupl e of nonths.

The i nvestnent plan, itself, as the
statute says, is to determne priorities and
opportunities for funding. it also describes how
our existing funding will be used to conpl enent
ot her public and private investnents, or other
public and private sources of funding.

The whole intent there is to extend the
reach of this program to nake the npbst use of our
noney by matching it and using it w th other
rel evant fundi ng sources.

We are going to try and have by the next
Advi sory Committee neeting, based on the input we
recei ve today, and based on the work we've been
doi ng thus far inhouse, we hope to be able to
provi de you folks with a rough draft of a
i nvestment plan prior to the next neeting.

It will be sonething that will be used
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sinply to stinulate discussion. It will be a
focal point, a strawman, if you will. But we need
to have sonething in front of you to keep the
di scussi on focused. So we hope to have that in
advance of the next neeting. | can't say exactly
when, but that's our objective.

I've already tal ked a bit about the
first couple of bullets. One thing that we al so
are going to keep in nmind as we develop this plan
with your input, is the tenporal aspect of the
plan. There's several ways of | ooking at that.

Priorities can include near-term funding
priorities as well as longer termpriorities that
m ght involve nore research. Now, we recognize
that this programallows us to cover the full
spectrum of activities that will be needed to nove
fuels and vehicles into the marketplace from
research out to deploynent. And as | nentioned
earlier, workforce training.

We understand that the focus of the
programis on deploynent. W nmy very well, over
the years, have sone | evel of research that we
woul d l'i ke to fund, and that you fol ks nay
recomrend be funded. But the enphasis will be on

depl oynent .
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Qur goal is to try and get as nany
fuels, as many vehicles into the narketpl ace as
possible to neet the objectives of the program

The other aspect is that -- tenporal
aspect is the programis starting i mmedi atel y.

And so we may be able to take advantage of and
nove these fuels into the narketplace in the very
i medi ate term recogni zing that the Air Resources
Board is doing sone very critical work in

devel opi ng the | ow carbon fuel standard.

It will take several years to unfold and
become compl etely effective. And so we're hoping
that recogni zing their objectives and worki ng very
closely with themat this very enbryonic stage of
bot h of our prograns, we'll have a very good sense
of where they're headed with the standard. And we
can then gear the adninistration of our programin
t hat way.

But the key here is we can then start to
get these fuels and vehicles into the marketpl ace
in a much sooner tinefrane. Your help will be
critical in identifying what those priorities are.

We' ve tal ked, as the discussion
unfol ded, a bit ago, there's many factors to

consider. And the value of having this Advisory
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Committee is to hear fromthe very groups
represented in establishing the priorities.

We hope to have this plan -- well, let
me -- the fourth bullet is very critical, as well.
In our mnd it's not sufficient sinply to get
fuels and vehicles into the marketpl ace, but we
see this as a very inportant opportunity to build
i ndustries in California.

So to the extent that we can use this
programto help invigorate, to help stinulate
econoni ¢ devel opnent, we may have a renewabl e fue
i ndustry located here in California or may have
i ndustries that build vehicles here in California.
That's sonething that we want to strive for, as
wel | .

The statute requires the plan to be
updated annually. W want to, for this initial
pl an, given that we are noving as quickly as we
are, we want the initial plan, or at |east we're
proposing that the initial plan cover the first
two fiscal years.

So if we have our plan adopted in
Cct ober, we have solicitation devel opnent in the
fall and winter of '08 and '09, and be ready to go

in the spring of '09, that doesn't |eave a | ot of
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tine left in the fiscal year 08/ 09 to encunber
funds and devel op projects.

We're going to nmove as quickly as we
can. W anticipate to be in a position, even
t hough the fiscal year will be truncated for us,
we hope to be in a position that we can npbve and
encunber a good deal of these funds, or at | east
identify the projects fromsolicitations, and
negoti ate the projects and have themready to go
for funding.

But the key to making this happen wll
be having the two-year encunbrance period which we
proposed in the Governor's budget that will all ow
us to spill over a bit into the next fiscal year
to properly encumber all the funds.

Because of that we're proposing that the
first plan cover fiscal year 08/ 09, and then cover
the second fiscal year 09/10. And then the plan
wi Il | be updated annually after that.

We think it's also inmportant that the
pl an be devel oped, the tim ng of the plan be
devel oped with a recognition toward | egi sl ative
budget hearings. So having a plan in place for
future fiscal years in advance of | egislative

budget hearings will allow us, will give us a
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certain anount of advantage or strength in going
into those hearings with a plan that we could
present to the Legislature that very clearly | ays
out the priorities and opportunities that we' ve
identified with the support fromthis Conmmittee in
usi ng the next fiscal year's funding.

COW SS| ONER DOUGLAS: M ke, we have two
questions --

MR SMTH  Yes. Yes, |I'msorry.

COW SSI ONER DOUGLAS: -- before you go
on, from Dan and then Timand then Rol and.

MR. EMVETT: Yeah, Dani el Emmett, Energy
| ndependence Now. | just have a question, | don't
know if it's the right tine for an update or
question on the budget, but |'m curious.

I understand that there's sone question
as to if and how nuch will be available in the
first fiscal year. And if this is a tine that
anyone could address that? |If it mght be |ess
than the, you know, full 120, or half, or even
maybe none according to sone side of the building.

So, if anyone has an answer to that?

VI CE CHAI RPERSON BOYD: Well, | didn't
bring ny crystal ball down, Dan. As you know, the

Governor's budget, which had to be put together a
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long time ago, put $100 nmillion in for this year
out of a potential, you know, estimte of nmaybe up
to $120 mllion a year. The noney doesn't start
even being collected until July of this year.

At the tinme the budget was put together
the staff was still trying to figure out the
tinelines involved with inplenmenting this program
and processes and what - have-you.

State processes are sl ow and because of
the interest in this whole arena, and this
proj ect, you know, additional process has been
added, such as regul ati ons, which, when we got
done evaluating it, turns out that if the sun
shone every day and not hing went off track, we
could nmaybe get the regul ati ons approved by March.

That doesn't give a lot of time to get
novi ng. But this program at present, has a two-
year encunbrance process, which neans that we wl|
have nmore tinme after the end of the fiscal year to
dip into the nonies that are made avail able to us
in |loans and grants that would be -- or whatever,

t he whol e spectrum of possibilities that are a
product of the investnent plan that you'll help
gui de us to put together.

So, we don't | ook real favorably on
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those who don't want to put out any noney. And we
don't | ook real favorably on those who want to

trimthe noney back beyond the level that's

possi ble. But | know that debate's going on as we
speak, and we'll see where it comes out.
We're still supporting the Governor's

budget as subnmitted, which is our nora
responsibility. And it is possible, were
everything to be right, that that kind of noney
could be utilized.

As Tim Carnichael said earlier, it's not
a |l ot of npbney over the period of years, and we're
already losing the better part of the first fiscal
year just because in reality we should be having
t hese neetings for the 09/10 i nvestnent plan and
08/ 09 ought to have been done by now. That's why
we're asking you to help us in this first tine
around with really two fiscal years.

And | don't know if you realize you were
conscripted for the life of this program but you
are, because this is a, you know, we need to do an
i nvestment plan every year. And that affords the
opportunity in | ooking at a subsequent year.

When we start neeting to do 09/10 or

10/11 in the not too distant future, you'll be
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able to |l ook with us at progress agai nst plan on
the previous years. W're always open to nid-
course, nultiple-course corrections if they're
needed, as we nove al ong on the project.

And | want to get back to something
St ephen said awhile ago. A long tine ago when
some of us were asked for advice and counsel or
i nput on such things as the | ow carbon fuel
standard and, you know, as we were devel opi ng the
alternative fuels plan, one of the great concerns
I had was a then recognition, which was anplified
over tine, of how unsophisticated we were in
recogni zi ng and nodeling this whole full fuel
cycle analysis, cradle-to-grave, fuel-to-et
cetera, whatever you want to call it, process.

And how i ncredi bly inportant the npst
i nformed deci si ons as possi ble need to be nmade
soon. Because people are going to be investing
huge anmounts of nobney. Major decisions are going
to be made as to which forks in which roads to
take relative to the future.

And we could make some terrible nm stakes
early on and travel a path that proves to be a
dead- end.

So, | knowit's our desire to nbpve as
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qui ckly as possi ble, and not put things off
purposely. W'd like to solve it all day after
tonorrow. It's just how fast can the experts and
the scientists contribute to the deci si onmaki ng
nmodel s and tools we need. How fast can we put
t oget her an investnent plan. How open are we to
recogni zi ng that what you do today nmy be out of
date the day after tonorrow, but there are
opportunities to nake course corrections.

But we don't have a lot of tine. |
mean, yes, 2050 is a great vision; 2020 with great
goals. And sone people are telling us if we don't
do sonething in two or three years we're in a
world of hurt. W recognize all those things. W
want to nove as rapidly as possible. You can help
us nove as rapidly as possible and collectively
make as few m stakes as we possibly can.

And | hope we don't get bound up too
much in definition. [If you didn't see words on
the slide it doesn't mean we don't hold conplete
al l egiance to every word that's in the law. |
guess in the interest of nmaking things short and
sweet, a word or two might get left out. But
don't misread that as any intent on our part.

In any event, that was a | ong answer to
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a short question. But it's not an easy questi on,
ei t her, Dan.

COW SSI ONER DOUGLAS: W' ve got a
coupl e of people with comments. |If we could go to
Ti m Carni chael -- and then Peter Cooper.

MR. CARM CHAEL: Two qui ck comments.

One, | think this is a good discussion and it
makes a |l ot of sense to ne to approach it for the
first two years this way.

The second thought, you nenti oned
earlier that one of the things the CEC s going to
have to finesse is funding for -- this tension
that exists, using public funds, that could be
seen as hel pi ng sonebody conmply with a regul ati on
or pending regulation, that is a hot button issue
for a nunber of us.

But that's going to change over tine.
And | just want to make sure that you are thinking
about that. And that's why revisiting this
i nvest ment plan, whether it's annually or every
other year, | know the intention is annually after
this if we go with this first two-year approach

Because the | andscape will change, not
only now or things devel opi ng, but how our

t echnol ogi es are devel opi ngs, how our regul ati ons
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devel opi ng.

And | just want to rem nd the Conmi ssion
that in devel oping draft regul ations, that that's
sonething that we'll need flexibility for. |If
you're going to do it one time, which | think also
makes sense, to the best of your ability, then you
| eave the flexibility for other regul ati ons beyond
this agency's control changi ng over tine.

DR. SVEEENEY: Yeah, given that |

transl ate what you're saying is that the

i nvestment plan will be a |living docunent that
will be evolving over tine, there's two resources
that probably you can take -- well, at |east one

you can take active roles now to nake sure they're
as hel pful as possible for your actions.

One is the National Acadeny of Sciences
has a study going on at the federal |evel called
Anerica's Energy Future. And one of those panels,
I nmean it's a hunongously big study, one of the
panels is alternative liquid fuels. And there'l
be some careful |ook at sone of the lifecycle
i ssues, as well as sone of the strategic issues
that will be enployed. And so that study wll
probably come out near the end of this summer.

And then with the overall parent
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conm ttee coning out sonetine late fall. But, in
addition, the California Council on Science and
Technol ogy has agreed, the Lieutenant Governor has
asked CCST to do a study that would foll ow up on
the Anerica's Energy Future study. And doing it
very Cali fornia-specific.

So they will be formulating what is the
appropriate things to do. You probably can tie in
with those resources by active conversati ons now
wi t h Susan Hackwood, who's the head of the
California Council of Science and Technol ogy, and
Jane Long, who will be taking the lead in
orchestrating that study.

And | think those will be useful
resources that you can use to bring sone of the
better, some of the top scientific and engi neering
thinking at the national |evel and the California
Il evel into this process.

VI CE CHAI RPERSON BOYD: Just a conment.
The CCST fol ks have been talking to us for quite
awhi | e.

DR. SVEENEY: G eat.

COW SSI ONER DOQUGALAS: There are --
Pet er Cooper, John Shears, Bonni e Hol nes-Gen, and

then Roland Hwmang. And |1'd just like to quickly

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

84
say we are running a little shorter on tinme that
we had expected, so | just wanted to renind fol ks
of that as we nove through the agenda. Thanks.

VI CE CHAI RPERSON BOYD: And | want to
rem nd our Advisory Conmmittee nenbers on the phone
to junp in, please. It may be nore difficult, but
t he rai se-your-hand or whatever M ke sai d.

MR SM TH: W have un-nuted Carla and
Patricia, so they should feel free to speak
freely.

VI CE CHAlI RPERSON BOYD: So, they're free
to junp in anytine.

MR SMTH  And WIIl Col enan, sorry.

MR, COOPER: So, quickly, | just had a
point of clarification. | was wondering, it's ny
under st andi ng that projects nay be accepted and
could be nmulti-year. And if with that we require,
it would require entities to cone back to the
Ener gy Conmi ssion and seek re-approval for their
project. Let's say it's a five-year project. |Is
there -- decisions that have al ready been nmde
regarding nmulti-year projects and accountability
factors.

VI CE CHAI RPERSON BOYD: |'Il take a stab

at it, but, Mke, feel free to correct ne. |
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think we're at liberty to approve multi-year
projects. But |ike anything the governnent does,
when it does projects like that, it says,

dependent upon appropriation of funds by the
Legi sl at ure.

Now, | woul d hope that neans that over
the period of tine this program exists the funds
will flow, and that will be an easy thing to
acconplish. But in governnent we always have to
have the caveat, you know, upon appropriation of
t he annual budget by the Legi sl ature.

COW SSI ONER DOUGLAS:  John

MR, SHEARS: | think Roland had his hand
up first, but --

MR HMWMANG | was just -- soO --

MR, SHEARS: Ckay. Yeah, you know, |
support, it seens |logical, given the way the
timng has worked out, you know, to get a two-year
encunbrance fromthe budget if possible for
funding for the next two fiscal years.

But again | want to just sort of stress,
given that this is our first go-round on this, and
given that we're | ooki ng at doi ng an i nvest ment
plan that's going to fund essentially two funding

cycles, that we nay want to have nore than just
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opportunity to fully explore, get as nuch input.

I know we're all very busy and | think
of the inportance of sort of getting the bal
rolling properly on this program | think we may
want to nmake sure that we have opportunities to
fully explore everything. Since this is the, you
know, first tinme that we're getting a chance to
visit, actually visit the design of this program

COW SSI ONER DOUGLAS: Okay, Rol and.

MR. HWANG. Thanks. Conmi ssi oner Boyd,
I have no doubt that this Energy Conmi ssion, your
agency, shares the sane goals on climate. | hope
that the comments I'moffering up are in the
spirit of clarification of a very conplicated
pi ece of |egislation which have a nunber of
nuances and difficult to unpack intent.

So, | do hope that it's taken in the
spirit. It's not intended at all to suggest that
the Energy Comm ssion is not fully engaged in the
AB- 32 and other climte goals shared by other
agenci es and by different stakeholders. So,
pl ease do accept that clarification

On the issue of the investnent plan,

itself, M. Snmith, again in the spirit of
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clarification, not in the spirit of suspicion, |
think that what |I'm |l ooking for in the investnent
pl an, kind of getting back to sone of the
comments, | think is enbedded in your slides in
terns of what this investment plan -- | nean this
is the heart, the core of the obligation of this
Advi sory Committee. So it's very inportant, |
think, to kind of clarify what m ght be part of
t he strawman proposal.

Getting back to sone of the earlier
comments, particularly about clinmte change goal s,
al so very inportant, petroleumreduction goals and
air quality goals, | would assune that as part of
your eval uation of what the investnent plan
optimal or, you know, what are the conparative
benefits of certain technologies and fuels, is
that you'll be looking at their ability to
contribute in particular to climte change goal s
in 2020, as well as 2050. Both on a per Btu
basi s, but also an absol ute tonnage basis.

So, | think it's very inportant for us
to understand is whether these technol ogi es have
the ability to provide maybe near-term | ow
hanging fruit type reductions in greenhouse gases,

and whi ch technol ogi es are i ndeed nore
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transformative and critical to attain our 2020 and
2050 goal s.

When you l ook at it obviously they are
just a handful of fuels and technol ogi es that
we're looking at. So | think it's very inportant
in terms of an objective evaluation or the
i nvest ment pl an, especially post hoc eval uati on,
that we do understand critically how the
i nvestment portfolio, the ultinate investnent the
Ener gy Commi ssi on makes here matches up to our
public policy goals of 2020 and 2050.

So evaluation of ability to contribute
has a cl ass of technol ogies or fuels to our
climate change, particularly clinmte change, but
al so petroleum and air quality goals. | think
it's areally critical part of this investnent
pl an.

I think you've done a lot of this work
al ready, thinking about 1007 and AB-2076, |
believe it was called. And | think that's very
val uabl e informati on, and there's |ots of great
know edge that the Energy Conmi ssion has anassed
that will help guide us with the AB-118 i nvest nent
pl an.

COW SSI ONER DOUGLAS:  Bonni e.
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MsS. HOLMES- GEN: Thank you, Conmi ssi oner
Douglas. | just wanted to underscore the
i mportance of the investnent plan, as kind of
following the line of discussion here. Especially
with regard to the state budget process, as has
been brought up earlier.

It is very inportant that the Energy
Commi ssi on show how the funds are going to be
targeted to nake tangi ble progress forward on our
greenhouse gas, air quality and petrol eum
reducti on goals, and the investnent plan.

And, in fact, I'"msure that you're aware
that there is followup |legislation that's noving
forward that will clarify a little bit npore the
role of this investnent plan. And it would do a
little more than just require that the plan | ay
out priorities and opportunities which we have in
the current | egislation.

Priorities and opportunities for
i nvesting this noney. But would also clarify that
t he individual projects nmust be determ ned by the
Conmmi ssion to actually be consistent with the
i nvestment plan. So there's a stronger |ink
bet ween the i nvestnent plan and the project

approval process that's envisioned by at |east a
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nunmber of legislators. And, again, | think that
just underscores how i nportant this is.

And | think in addition to the goals
that Roland just laid out in terns of | ooking at
how this plan is going to nove us forward toward
transformati on technologies, it's, | think, a
critical job of the CEC and of this body is to
help to narrow the long list that | think we stil
have on the screen, or we just went through, in
ternms of all the various types of projects that
could be funded with this npney.

And, of course, this bill is designed to
| ook at what m ght happen over, you know, a period
of many years. But, | think a critical role is
for this Comrittee and the CEC to | ook at what is
the nobst inportant use of these funds in the next
year or two as we're tal king about. And to narrow
this long list of all the various ways the npney
could be spent. And to show how we can target and
focus in a few key areas to really nake a big
di fference.

And | think that is going to be critica
to showing that this funding will be spent in a
very useful and productive way.

So, | just wanted -- | think at some
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poi nt we need to get to that discussion of how
we're going to narrow down and target this noney;
and what few key areas we can really make a
critical difference in the next couple of years.

And | think a lot of that -- we also
need to get into the area of discussing depl oynent
versus research, too. That's another key area in
terns of where this fundi ng shoul d be goi ng.

And | think many of us feel that, you
know, the deploynent area is a critical area that
where we need to see sone work, or some of this
fundi ng spent over the next two years, al so.

COW SSI ONER DOUGLAS: I think we have -
- | think at this point, Mke, --

MR SMTH:. The last point | want to
make is the activity on soliciting proposals. As
| said, the investnent plan is going to be -- we
recogni ze the critical nature the investnent plan
plays in guiding this program

We're hoping to have an investnent plan,
at | east the schedule we |aid out has the
i nvest ment pl an bei ng adopted by the Conmi ssion in
Cctober of this year. Now, that may change if
this Conmmittee and the Commi ssioners deci de we

want to hold nore nmeetings, that adopti on date nay
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alter.

It still doesn't change the fact that
there will be tinme between when the adoption --
the i nvestnent plan is adopted and when our
rul emaki ng concludes with the publication of the
regul ations in the spring of 'O09.

W still want to be in the position of
starting to take the information that is evol ving
fromthe investnent plan, or that cones out of the
adopted i nvestnent plan, and begin to devel op
solicitations and other fundi ng nmechanisns for
actually soliciting and awar di ng noney.

We anticipate, we plan on having during
that process, we plan on having sone public
wor kshops to engage you fol ks, engage the
st akehol ders and the public on the design and
i mpl emrent ati on of those solicitations. So there
will be yet even after the investnent plan is
adopted, there will be another opportunity during
that solicitation planning process to seek input
from st akehol ders and the public on how we solicit
and what those targets ought to be in soliciting
for projects.

Wth that, 1'Il just |eave you with the

contact information. W have two dockets
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avai |l abl e; one specifically for the rul emaking
regul ati ons; the other for the general program
Into these dockets we're placing all infornmation
that we gather. So these dockets will be the
basis of the record that we use to decide how to
draft the regulations; it'll be the basis of the
record that we use in how to design and i npl enent
t he program

So, with that, I'll open it up for any
questi ons.

(Laughter.)

VI CE CHAlI RPERSON BOYD: Let ne just
i nject one thing here. Looking at the agenda you
have that we've not been paying a |lot of attention
to, | would like to presume, if you're confortable
with it, that the |last hour and a half plus has
really been kind of the second and third agenda
itemall rolled into one.

And so I'd like to ask, again, as M ke
just said, any other questions on the slides
you' ve seen on the wall, on the material you were
provi ded when you were solicited to be nenbers of
this group, about roles and responsibilities and
if there's any concern or confusion

O herwi se we can kind of just go with
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the fl ow and recogni ze that you've pretty wel
defi ned what needs to be done, and have a pretty
good understandi ng of what the roles are.

And | just want to tell John Shears that
we have heard twi ce, now, your -- and maybe we'l|l
talk about it again on the very last item You
know, we have the conflict between needing to nove
and nove qui ck and the passage of tine brought
upon us by |l ots of process.

What 1'd really like us to nove now to
is the fourth agenda item to have you conti nue
your di scussions, but get down into funding
sources and any priorities you m ght want to talk
about today.

Because as M ke indicated, for our next
meeting the staff will voluntarily try to cobble
sone ki nd of straw proposal together of what they
heard you all say, what we interpret fromthings,
just to have sone bones to chew on, or to flesh
out when we have the next neeting. And it may
wel | necessitate nmore than, quote, three neetings
during this interimperiod, because a) we're
| earning, and b) we're trying to wap two years
into one. But that'll be heavily dictated by the

availability of so many of you. But, believe e,
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we're open to it.

So, with that, I'd like to let you
finish your questions and try to nove on in into
Conmmi ttee di scussions with regard to fundi ng
sources and priorities.

And | want to be sure to draw M ke Wal sh
out into this discussion, in particular. One,
because we're going to |l ose himat about 11:45,
which is al nost the end of the neeting; and
second, we've dragged him from somewhere in the
wor | d.

Sone of us have known M ke for decades.
He is a world renown consul tant on vehicle
technol ogy, air pollution and what-have-you. And
a McArt hur awardee, and long-tinme -- | won't say,
-- along tine friend of mne, |I know of Tom s and
what - have-you. A person for whom | have i nmense
respect. And | would want to be sure and get his
poi nt of view on technology and fuels that we
shoul d be thi nki ng about .

But all of you need to input on that
sane subject fromthe standpoints of the expertise
you bring to this group, and the know edge you
have, California-specific know edge, about what

the nation-state of California needs to do in this
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ar ena.

And do -- bless you --

(Laughter.)

VI CE CHAI RPERSON BOYD: Patty, you're
getting better? No, |I'mnot even sure it was you

M5. MONAHAN:  That was ne, sorry.

VI CE CHAI RPERSON BOYD: And anyway, to
see that, you know, this is a continuous work in
progress. W will learn by doing. W wll be

open to nultiple course directions, so on and so

forth.

And while we're not going to exclude you
from anyt hi ng you want to tal k about, | would
remnd us all to try to stay at -- well, Jan said

5000 feet. WMaybe we need to be at 20,000 feet, at
best, and not get too caught up in detail. W can
get caught up in detail of individual grants after
you' ve seen -- or |oans, or |oan guarantees, or
what ever ot her mechani snms you suggest we foll ow.
You'll be able to give us feedback after we have,
you know, a little bit of experience.

So, with that, I'll be quiet and throw
the floor open to all of you.

COW SSI ONER DOUGLAS: |'Il al so just

say very briefly that we are in the process of un-
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muting the --

MR SMTH W al so have Carla Din and
WIIl Col eman who have questions. So, it's your
choi ce of the order.

VI CE CHAI RPERSON BOYD: Dan, are you
t here?

MR SM TH. W thought we un-nuted him
Hi s nane isn't specified.

VI CE CHAI RPERSON BOYD: Ckay, --

MR SMTH He may be just calling in --

VI CE CHAlI RPERSON BOYD: -- so you said
Carla and --

COW SSI ONER DOUGLAS: He says he's on
t he phone, not the web.

MR SM TH: Ckay.

VI CE CHAI RPERSON BOYD: Anyway, the
other two, Carla and WII? |If either of you had
comment s?

Ms. DIN. | did. Can you hear ne?

VI CE CHAI RPERSON BOYD: Yes, we can

Ms. DIN. Great, thanks. The Apollo
Al liance | ooks at the overlap of things |ike
i nvestmments, industries, workforce devel opnent and
jobs creation, as well as community

revitalization. And | think it's a great
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opportunity to achi eve that through this process.

And Pet er Cooper nentioned an interest
in workforce training. And I'd like to just add
| ooking at the broad area of public and private
i nvestmment, and that would include job creation,
nmore econom ¢ devel opnent and so on, and | think
we can especially achi eve | ocal econony
devel opnent through things |like reducing local air
pol | uti on.

Al so in AB-32 section 38565, is a
provi sion that requires that public and private
i nvestments be directed towards the nost of the
dense communities in California. So I think
that's another area that should be kept in nind.

VI CE CHAI RPERSON BOYD: Thank you
WIl, did you have --

MR. COLEMAN: Yeah, | actually just have
a question in terns of reaching forward before we
junmp into this, the funding, which is do we have a
clear set of nilestones for each of these neetings
we need to acconplish in order to put together a
final proposal ?

VI CE CHAI RPERSON BOYD: M ke, do you
have a clear set of nilestones? You didn't

exactly throw the tinetable up there, but |I'm not
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sure we had nil estones on the tinetable yet.
MR SMTH No, | --

VI CE CHAI RPERSON BOYD: W just ventured

into --
MR SMTH: -- Conmi ssioner Boyd is --
VI CE CHAI RPERSON BOYD: -- this today.
MR SMTH Yes. WII, Commi ssioner
Boyd is correct. W don't have clear nilestones.

The end nil estone that we have at | east pl anned,
whi ch coul d be subject to change, was to have the
final neeting in August. The plan would be
adopted in Cctober.

We hope to have a draft of the plan in
advance, posted in advance of the next neeting so
we can circulate it to the Committee nenbers and
make it available to the public. So the Conmittee
has sonmething to discuss at the next neeting.

Those were basically the mlestones that

we had envi sioned at this point.

MR. COLEMAN: | guess it would be useful
for me, and | presunme others, as well, if we had a
sense of what specific -- we have to di scuss over

that tinme period. So, funding is one, for
exanple. Criteria for selection would be anot her.

You know, | imagine that there's a whol e set of
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di scussi ons we need to have in order to conplete
t hat docunent.
Is it possible to put sonething |ike

t hat together for us?

MR SM TH: Absolutely. | understand
your point clearly and we'll put together a
docunent that will hel p guide the discussion at

t he next neeting.

MR, COLEMAN:. Ckay, thank you

MR. SM TH: Thank you

VI CE CHAI RPERSON BOYD: But to do that
we're | ooking for guidance today as to what sone
of that content night be.

M ke?

MR. WALSH: Maybe if | could throw a few
things out that are on ny mnd, at least. One
goes perhaps to what you were raising, Roland,
about the prinacy of clinmate in the | egislation.
I"mcertain we all share the view that climte is
the nunber one priority of all the things we're
doi ng these days.

But | no | onger see nuch of a difference
between the climate i ssues and the urban air
pollution issues. W're dealing largely with the

sane pollutants and a |l ot of interactions between
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climate and urban air pollution.

So it's not even an area of conflict
really, but npost of the things we're going to be
wanting to do with fuels and vehicl e technol ogy
have to address both of those. And | agree that
probably that will also carry al ong, you know,
petrol eum repl acenent as wel | .

Secondly, the whole issue of biofuels is
just -- it just seens to ne to be getting so
conplicated. | just cane from Europe and the
debates that are going on in Europe right now
about biofuels are just very very intense. And
very hard to see quick resolutions other than by
sort of staking out presunptive concerns that on a
case- by-case basis can be overcone.

By that | nean for biofuels that will be
coming fromoutside a country, to presune that
they are going to inpact on | and use until and
unl ess the provider of the fuel can show that
they're not, and not going to have negative
i npacts. And that's a tough burden, | think. But
maybe the realistic way to deal with it. At |east
that's one prom nent option that's in play,
certainly in the European scene right now.

Tom and | were at a workshop the week
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before | ast where an issue | had not thought of
before was raised with regard to ethanol, the
i mpact on OBD systens, and sone of the
t echnol ogi es that are on existing vehicles, as you
go up in the anbunt of alcohol that's in the
gasoline. And that's not a 5000-foot issue
per haps, but another one of these little things
that seens to be energing in the biofuel s area.

Looki ng out at the |onger term goals,
t he 2050 type goals, you know, the 50, 60, 80
percent reductions, that says to ne, and | think
to a lot of ny colleagues, that we're probably
movi ng away from conbusti on engi nes of nobst types
in that tinmeframe.

So, we're looking at electric drive
t echnol ogy of one formor another. O fuel cells
with, or in conbination with the real issue being
what kind of fuels are used to generate the
electricity. And so a question that's in ny mnd
on that issue is, are we | ooking not just at fuels
that are used in vehicles, which in that case
woul d be electricity or hydrogen, but also the
fuels that are used to generate the electricity
that mght be used in the vehicles.

So, a couple of observations. Thank
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you.

VI CE CHAlI RPERSON BOYD: The last point's
a very good point, Mke. Al your points are good
points, the last point sticks with ne because this
agency, you know, through different prograns, is
striving to clean up, to make nore cl ean the
California electricity generation fleet.

California is blessed with a relatively
clean fleet of generation. California
acknow edges that it inports about 25 percent of
its electricity. Mst of that is generated by
coal. California has stated a policy of wanting
its future contractual obligations for out-of-
state power to be generated by sonething as cl ean
as a conbi ned cycle natural gas plant.

Al of this in the context of a
renewabl e portfolio standard that says we want,
you know, 20 percent renewables by the year 2010
in our electricity m x.

But it's hard to pull the plug on that,
and t he subject you broach. This agency, inits
2005 Integrated Energy Policy Report, made the
hard call that has turned out to be a correct
call, that plug-in hybrids would play a very | arge

role in our future. W invested $3 mllion in a
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research center at UC Davis on the subject. Now
everybody's got religion on plug-in hybrids. And,
yeah, that's going to be part of the future. And
it's a good question as to howto bring that into
thi s equati on.

Anot her comrent on sonet hi ng you
ment i oned about biofuels, which is if we're going
to draw a circle of all the various prograns and
what - have-you, the biofuels plan in California has
to be one of the intersecting circles here.

And the international debate that we
follow closely, suddenly rem nded ne, and naybe
sonebody has sone ideas, we al nost need third-
party certification of what foreign governnents or
i ndustries are claimng with regard to that.

Because the Ml aysi ans have been here,
the Brazilians have been here nmany tines, claining
we're not doing any of those things, don't worry.
Any of the biofuel blending agents or ethanol, in
particul ar, conme from sources where we're doi ng no
har m

| find it hard to believe that. But
these are, you know, this is the governnent of
those countries, so --

MR, CLARKE: That actually speaks
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exactly to the point | was naking earlier. |I'm
wat chi ng fast noney go abroad to clear rain
forests, to build bioethanol plants on the
presunption that there will be a high ethanol
standard in California.

And there's a presunption that there

will be a market. And there's a presunption that
there will be no audit for what it came from And
it speaks exactly to the point | was trying to

rai se earlier about -- raising earlier, is that
it's about having a transparent |ifecycle analysis
of it.

' m Il ooking at some of the
recomrendati ons in here. |'mnot going to speak
to specifics, but we spend a lot of tine in ny
organi zation doing lifecycle anal yses of the whol e
soup-to-nuts. And there are sonme fuel options in
here that wouldn't cut it really if you | ook
seriously a the lifecycle anal ysis.

Speaking to M chael, BMN fanpusly
rejected the principle of a fuel cell because
currently they can run a V8 on hydrogen with
better efficiency than you can generate
electricity froma fuel cell

And this is a conpany that's privately

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

106
funded. And has to survive on selling product
into the marketplace. And they just said, forget
fuel cells. In 2050 or any other tine in the
future, we'll never get a fuel cell to the cost
per f ormance point that we can already get to by
burni ng hydrogen in a V8.

And | think one of the issues is there
were sone comrents earlier about the world | ooks
at California. Actually, California needs to | ook
at the world. There's a lot of stuff, a |lot of
| egi sl ation, a |lot of things that got harnonized,
rightly or wongly, around Kyoto that provided
standards that the rest of the world, of those who
bothered to sign it, can | ook at as a | anguage for
hol di ng t hese debat es.

And we're in isolation here, thinking
that we | ead the world, when, in fact, we don't.
And it's really sad.

MR, WALSH: | think on your first point,
and really is what you're raising, | think, Jim
when you have government officials cone from sone
of these countries attesting to, well, we're not
doing this, this or this, how do you verify that.

And certainly everything | hear about

what's going on in Malaysia is that bad things are
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going on in Malaysia in terns of |and use.

And finding a way to i ndependently
verify, especially with these biofuels, where
they're conmng fromand how they're produced, and
what the | and use inpacts are, all of the indirect
i npacts that you raised, | think are just very
very difficult issues. And have i nmense
consequences for the goal that we're all trying to
achi eve.

So, sooner rather than | ater we have
to -- you have to cone up with a strategy, a plan
for how you're going to deal with that.

O herwi se, the risk of very bad investments is out
t here.

On the fuel cell issue, | had the
opportunity, with support fromthe Air Resources
Board, to participate in a comm ssion or a group,
advi sory group, |last year that visited all the
maj or manufacturers. And certainly that was BMN s
positi on.

But a nunmber of other nmjor
manuf acturers are investing very very heavily in
fuel cells, and are very optinistic about the
outcone of that investnent, recognizing that they

all agree that there are still sonme hurdles to be

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

108
overcone. But nany of themare very optimstic
about that.

MR. CLARKE: There are sone fundanental
| aws of thernodynanics that are not possible to
overcone, and that's BMN's point. There is a

certain anount of energy that's | ost when you nake

hydrogen. It's incredibly inefficient to
manuf act ur e. It's difficult to store. And the
heat managenent | oad of the fuel cell is far

greater than that of a gas engine.

So, I"'mwith BMVWon that one. But I'm
certainly with electric vehicles and ot her things.

I think -- there's a challenge here
which is that, you know, if we want the world to
take a lead from California, | think one of the
nost powerful things that we could do, as a state,
is to set that gold standard, and say, we wll
require a full audit of the soup-to-nuts lifecycle
of the fuels that we burn in this state. And set
that standard; rise to the chall enge.

And if we, you know, it's one thing for
atown in California to say we're not going to
i mport fuel from XYZ;, it's sonething entirely
different for the California Legislature to say we

really do believe in sustainability; we really do
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believe in CO2. And we're going to nake sure that
the stuff that we burn as ethanol is actually
generating the net reduction in CO2, not a net
i ncrease in CQ2.

COW SSI ONER DOUGLAS: John?

MR. SHEARS:. Yeah, |1'd like to just echo
M ke Wal sh's comment in that we really need to
think within the course of this, again, seven and
a half year program of the entire energy system

And where, you know, | think there's a
general consensus that is indeed evol ving, that
M ke is referring to, and that we're | ooking
towards noving the tail pi pe to the power
generation station.

There we have, you know, dealing with
the em ssions controls, which can be nuch nore
highly efficient at the power generation station.
So, you know, that's going to be very difficult to
do, but | think through the work of this program
we should also keep in mnd that if this program
proves to show sone success, that it's very likely
that the Legislature would |like to adopt a nore
anbitious version of this program That is a
possibility.

So, there are sone real opportunities
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here, but again, I'd just like to echo that we
shoul d be m ndful, you know, transportation is the
heart of the |larger energy system The arc of
t echnol ogy paths may include quite a bit of, you
know, electrical and hydrogen and ener gy
efficiency issues in terns of things |like the
energy bal ance between hydrogen and that's not
al ways the | ogical reason for why certain
technol ogies are used a lot of times. Again, it's
because of things |like conveni ence, and what the
technol ogy can ultimately deliver.

So, it's an issue that's debated very
nmuch outside of this Committee.

COW SSI ONER DOUGLAS: We've got Jim
and then --

DR. SVEEENEY: Goi ng back to ny point
about the indirect effects. | keep hearing people
say we've got to look at the effects of the fuels
we inport, of where it came from

And the inportant thing about the
i ndirect effect is whenever we're substituting a
foodstock, corn in particular, to becone a
f eedstock for fuel, every bushel we do of that is
typically a bushel that then, at the margin, is

not exported or not avail able for use el sewhere.
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And that neans that there's another
bushel of equivalent that is being farned
el sewhere

To a |l arge extent that neans conversi on
of forestlands to croplands. And it's that carbon
debt that we're giving up by that conversion that
really becones overwhel ming for those uses of
et hanol in which we're converting foodcrops to
et hanol .

Now, as opposed to degraded | and where
we're using waste products or other bionass, the
argunent doesn't hold in the slightest.

So | think that we've got to really
carefully differenti ate between those. Where that
gets ne to is hopefully second along this line is
then we ask about what's going on in the
cellulosic ethanol. And there's a trenendous
anount of research that is already going on there.

So, it suggests to ne that naybe where
this organi zati on should focus their attention is
in two years efficiency of use of vehicles,
electrification either through fuel cells or
battery electrics or hybrids or any of those. And
then the possibility of hydrogen, whether it is

i nternal conbustion or fuel cell. You know,
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there's a debate going on and different conpanies
are investing in different places.

And stay away froma |l ot of the ethanol
sources because | think we'll have fewer bang for
the buck in ternms of noving forward in those
t echnol ogi es.

COW SSI ONER DOUGLAS: |'ve got a list,
Jan Sharpl ess, Dan and then Patty Mnahan on the
phone. |s there anyone el se?

MS. SHARPLESS: Ckay, well, | couldn't
di sagree with what Jimor what M ke or John said
al ready about focus. But | would add in a
per specti ve when you're tal ki ng about
electrification and California's drive for clean
sour ces.

Because California, of course, is not
the only state that's driving toward cl ean
sources. And when you |l ook at the feedstocks that
peopl e are considering as cl ean sources, you have
to look at the sustainability of those feedstocks.

For instance, natural gas, you're
| ooki ng at natural gas as part of an additive to
bi odi esel. You're |ooking at natural gas as a
feedstock for fuel cells. You' re | ooking at

natural gas as part of your, you know, of your
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cogeneration facilities. And natural gas for just
plain transportation fuel.

As people start using these different
applications we have to | ook at where the
conpetition and the drive points and the cost
points are going to be. So that, you know, it's a
big picture, | guess is what |I'm saying. And as
we focus on perhaps the investnent portfolio, we
have to see how these things interplay. Nunber
one.

Nunber two, in terns of the electric
system central versus distributed. You know,
we're basically a central systemin the United
States. We're not distributed. And we're
i nterconnected, especially here in the west, with
provinces in Canada and the territory in Mexico,
and about 13 states. So we're all connected in
this system

So when we tal k about fuel sources and
going to cl eaner fuel sources, such as w nd and
such as solar, which | think is terrific, and
which | think is where we're being driven, you
have to |l ook at the inplications on the delivery
system

| often hear just, you know, let's get
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all our sources clean, let's get our windmlls
going, let's get our solar systenms going, let's
get our cogen goi ng, conbi ned cycle going. But
you got a distribution systemthat was desi gned
for a different set of physics. And they're
struggling. They're struggling really hard to
figure how they're going to deal with all this
stuff coni ng down.

And as you know, there's already
concerns about the reliability of the system and
the type of investnent that we need to invest in
order to keep the systemto hang together.

So, | would just have you add t hat
per spective when you're tal ki ng about, you know,
fuel sources, and when you're tal king about the
electrical grid.

MR. EMMETT: Yeah, thank you. | just
want to make a couple of points, building a little
bit on Jim Sweeney's comments about how to focus
in those key areas.

I'd al so say that, you know, sonething
key to look at in terns of state policy
initiatives is a list that we saw up on the
screen. | nean nmaybe this one's one that's been

around so long and so battered that it didn't nake
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the |ist.

But a key policy initiative, and this
gets into the area of whether or not this funding
can support things that are already required by
| aw, al ready under regulation. And I'd argue that
in some cases yes, that's going to be key.

And if we look at the California' s zero
em ssion vehicle regulation program that's
sonething that we need to think a | ot about in
ternms of how this fundi ng dovetails.

Obvi ously M ke Wal sh was part of that
advi sory panel that traveled the world, and made
sone deterni nations about the technol ogy, about
where things stand. And everyone was very
i nvol ved, and many peopl e around the room i nvol ved
in that process.

And out of that has come, or is coning,
it's not finalized, | guess, but sone direction
about vehicles and fuels and technol ogies. And we
want to make sure that we get to that, we get to
t hose and go beyond that.

And | think it would be inportant for
this investnent plan to reflect what's gone on
there, and support achi eving what's going to be

requi red under that regul ation.
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So, hopefully the tinelines will work
out. We've got a relatively good idea about
what's required, going to be required in the next
round of the 2012 to '14 tinefrane, which is very
much in the timefrane we're all concerned about
wi t h vehicl es and beyond.

So, | guess |I'd like sone clarification
about what we feel -- where we feel we're
constrained in how this npbney can be spent in
supporting the kinds of technol ogies that are
going to be required under that regul ation, such
as fuel cells and plug-in hybrid vehicles.

It's going to be key to support those

technologies. | think this funding should go to
support that. But if there's some provision that
doesn't allow for sone aspects of that | think we

need to know that.

COW SSI ONER DOUGLAS: Okay, we've got
Patty, Roland and then John Shears.

M5. MONAHAN:  Hi, thanks. Patty. Well,
first I want to voice ny support to sonething
Conmmi ssi oner Boyd said at the very begi nni ng about
how this programis -- what we need to look at in
nore of a buckshot approach. Were we don't pick

wi nners and invest the majority of the resources
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in certain technologies. W need to really,
think the extent of our viewis to | ook for
(i naudi bl e) .

And at the same tine | think we al so
need to target these nonies where we'll have sone
certainty of the benefits that we're achi eving.
Because that goes to what M ke Wal sh was tal ki ng
about in terns of, you know, there's a | ot of
debate right now about the indirect inpacts from
bi of uel s producti on.

And | think biofuels offers trenendous
opportunities, and al so high risk. I don't think
that in the next two or three years we're
necessarily going to resolve the questions about
i ndirect | and use. | view this as an area that
for many years, perhaps decades, we're going to be
continuing to debate how the changi ng price, or
the i ncreasing price pressure from bi ofuels upset

pl anned conversion in other parts of the world.

This is, | think, because we're just
seeing the first studies comng out. W' re going
to, I"'msure, see a |lot of conpeting infornmation

fromthe different full econom c npdels out there.
So | am concerned that particularly where fuels

that have -- are used for food as well as
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bi ofuel s, as well as other purposes, to have these
price pressures and indirect |land use shifts as a
result of that.

I''mconcerned that we're not going to be
able to, in the near term accurately account for
those. | think we're seeing, you know, the corn/
et hanol debate. There's just been such a w de
range, either very optinmstic or very pessinistic
assunpti ons about what the inpacts are of corn
ethanol. | think it will continue for many years.

The question for inported fuels as to
how can we actually verify the greenhouse gas
effect is a critical one. And that's why | think
in some way we have a uni que opportunity with the
AB- 118 funds to focus on the fuels that have the
fewest uncertainties. And that's to be able to
track where the greenhouse gas inpacts. At |east
at the facility and at the feedstock |evel,
accounting for all the greenhouse gas inpacts in
all lengths of the fuel supply chain.

So | would urge us, as a group, to think
about ways of constructing this program so that we
get sone accurate information feeding into what
t he greenhouse gas inpacts are, actually hel ping

CARB as it -- the |l ow carbon fuel standard, to
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devel op tracki ng nechani sns to accurately account
for lifecycle.

Thanks, that's all 1 have to say.

COW SSl| ONER DOUGLAS: Thank you, Patty.
We'll go on to Rol and.

MR. HWANG  Thank you, Conmi ssi oner
Douglas. On this issue of focus versus technol ogy
or fuel neutrality, it's obviously a bal anci ng
act. And | do want to put ny thunb on the scale
towards the need to focus. Because in our goals,
our 2020 goals, in our 2050 goals, the subset of
technology in fuels that we need to achi eve our
climate goals here in California hopefully soon in
the future, and nationally, is, you know, vastly
wi nnowed down from what we've, you know, could
have concei ved 10 or 20 years ago.

So, | think there is a focus here which,
fromour analysis, there's clarity in terns of
where we shoul d put our resources on

Now, when it conmes to transportati on we
obvi ously have, you know, the so-called three-
| egged stool. W need to inprove vehicles that
run on gasoline or diesel, that's, you know, the
AB- 1493 program at |least for light duty. W need

cl eaner fuels and we need VMI reducti on.
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The focus of this program obviously, is
both at that first bend, that first leg and a
second leg. But particularly when it cones to the
second | eg, cleaner fuels, we will need every
clean fuel we can get. And we need those fast.

There are, fromour analysis, three
di fferent potential sources. Electricity froma
clean grid or increasingly decarbonized grid. For
success onh greenhouse gas caps in this country,
the grid will have to go to near zero enissions by
2050, which will enhance the benefits of plug-in
hybrid or pure battery electric. So that's one
cl ean fuel s.

A second woul d be sone sort of bionmass-
derived, likely liquid fuel, but possibly gaseous
fuel like hydrogen. So the second one obviously
has been the subject of a | ot of discussion here.

The third is obviously hydrogen which
can be sourced fromclean electricity, sourced
from bi omass

Now, all three of these we have to work
on, in ny opinion. And the second one, the
bi of uel s one, obviously is a huge chall enge for us
for howto figure it out. And we have to set the

ri ght policies.
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But it's very inportant, | think, not to
t hrow out bi omass-derived fuels in this set.
Because if you throw out biomass-derived fuels,
you have a huge challenge in terns of what you're
going to do in order to replace potenti al
reductions for that source.

Now, bi omass-derived fuel can either be
a petroleumli ke substance, or it could be ethano
or it could be, you know, sone other type of fuel.
But the key is that biomass has to be derived from
a sustainable -- in a sustainable manner, and it
has to produce extrenely | ow carbon

So when you |l ook at that, there are
certain sources which do rise to the top, which
are low risk when it cones to the environnent,
al beit risk in the econonic and technol ogy
di mrensions, but low risk when it cones to the
envi ronnent, such as agricultural waste, as
Conmmi ssi oner Boyd raised earlier.

There are al so ways to integrate cover
crops into agricultural practices. You know, the
key here is that there's way to source bi onass
that is a nmuch nmuch safer, obviously no technol ogy
has zero risk, but nmuch nuch safer in terns of

i nduci ng these ki nds of |and use conversions,
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which we're all very concerned about.

So what | would recommend that we keep
t he basket as wi de as possible, but narrow it down
to those three key fuels which | just spoke about.
But also in particular on the bionass one, we do
know what 1'11 just term you know, it's kind of
in a sinmplistic manner, a gold standard bi onass
sour ced feedst ock.

Narrow it down to those kinds of fuels
where we want to enphasize our investnents in, you
know, in the public dollar space. And | think
that, you know, that will enhance our chances for
success.

COW SSI ONER DOUGLAS: Thank you,

Rol and. We've got John Shears, Jay MKeenan and
Tim Carnmichael. And then WIIl Col eman who is on
t he web.

MR, SHEARS: Yeah, | just want to
clarify that | wasn't throwing the baby out with
the bath water when | nmade ny earlier remarks.

What | said was we need to recogni ze the arc where
transportation is going.

And what | was trying to support was
M ke Wal sh's, you know, point about | ooking at

transportation as part of the energy system As
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far as the grid goes, | nmean any realistic and
pl ausi bl e depl oynent for plug-in hybrids, battery
EVs, fuel cells with electrolysis, which cones
with definitive energy efficiencies, you know.
Those roll outs are not expected at the

rates that they're expected put a lot of strain on

the grid. However, everyone, | think, that works
on utilities issues recognizes that the grid is
going to have to be willing to change as we go

f or war d.

I know t he Energy Conm ssion has been
funding a |l ot of research to | ook at what, you
know, what a future grid could |ook Ilike,
including a ot of DG sources. Tends to nmke
scheduling for the CA-1SO quite chall engi ng.

So | just want to echo that |'m not
sayi ng that we shoul d avoi d consi dering ot her
transportation fuels or technol ogi es outside of,
you know, electric drive or hydrogen

MR McKEENAN: Jay McKeenan, Cl OVA. I
think that one of the issues that we confront is
if you want to do sonething quickly and you have a
systemthat's evolved on a fuel, liquid fue
di stribution system you start switching over to

sonet hi ng el se, there are huge investnents, huge
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energy investnents that need to be nade in terns
of realigning that distribution system

So, again, | think it's good that people
ar recognizing that liquid fuels has to be part of
t hi s di scussi on.

Just sonething froma fuel distributor's
viewpoint in terns of how the | ow carbon fue
standard is energing, | guess is the correct term
But, you know, it appears to us, as fue
distributors, that there is a desire to put a
variety of different fuels out there with
di fferent carbon footprints. And sonehow |l et the
mar ket deci de on which is the best fuel.

But that inplies that there will be a
number of fuels in the systemall at one tine.

And our systemis built on a honbgenous fuel being
distributed all at one tine through the system

not on a variety of fuels being distributed to
vari ous points.

So that's just sonething to keep in mnd
that as we tal k about the differing footprints of
fuels, at sonme point there's going to have to be
sone consolidation or recognition that one or two
of those fuels are the fuels that are going to be

used.
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Ei ther that, or again we have to get
into the whol e redesign of the distribution
system into a whole I ot of storage tanks and a
whol e ot of pipelines. And ultinately a whole
| ot of trucks taking that fuel around to different
| ocati ons.

COW SSI ONER DOUGLAS: Thank you. W' ve
got Tim Carni chael and then WII Col eman

MR. CARM CHAEL.: | participated in a
conversation recently with a few people in the
room including CEC and ARB and sone of the
| egi sl ative staff. W were tal ki ng about what
qual i fies and what doesn't.

And this is a bit to M. Dan Emmett's
questi ons about, you know, where are we going with
this and what's okay, what isn't, for funding.

A couple of notes that | have fromthat
I thought 1'd share real briefly, | think night be
hel pful to nmove the conversation al ong.

There seemto be, you know, consensus
anong the group, and this is including the
agencies that were represented there, that we
really need to ask the question, is there -- we
need to ask, is there a real need for X, whatever

it is we're considering funding.
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Because there are so nany different
i deas out there, there are other funding sources
out there. Is there a true need for whatever
i nvest ment idea we have before us in this group.

A strong desire to enphasi ze depl oynent
as opposed to R&D. And | personally think that
that's a priority. There seened to be consensus
t hat consuner incentive noney, that is hel ping an
i ndi vi dual or fleet buy down the cost of the
vehicles that they would be using would be fine,
both under this |egislation, but al so under
| egi sl ation that's being considered to clarify
sone of the |language in this bill

But there was al so a point nade about
limting those consuner incentives to truly new
technol ogy. And what was di scussed in that
nmeeting were battery electrics, fuel cells, plug-
i n hybrids.

And di sti ngui shing those fromlet's say
a Prius vehicle today, which is, you know, new by
sone standards, but not as new a technol ogy, and
not as much in need of a buy-down as those
exanples | just gave.

And the final point | want to share

which | think is interesting, given the CEC s
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scope or potential scope for using this npbney, is
that today California does not have any regul atory
requi rements for infrastructure that woul d i npede
i nvestment through this program But that could
change.

And so | think that's sonething that we
need to continue to consider as we're thinking of
ways to divvy up this pot of funding, especially
in the first two years.

Finally, I want to say that | agree both
with Rol and and what M. Cl arke said about
priorities, as well as M. Sweeney. | had one
question of clarification. Professor Sweeney
menti oned efficiency as a priority. And | agree
with that conceptually.

But I"'mnot, in ny head today, clear how
we coul d best use some of this funding to
accel erate inprovenents in efficiency in the near
term And | put that out to the group and
specifically Professor Sweeney.

DR SWEENEY: | don't have a cl ear
answer about what are the things that we can do,
but here's sone arithnetic we can start | ooking
at .

If you nove the average fuel efficiency
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of the vehicles, as we're doing in the new CAFE
st andards and under the -- and presunably under
the Pavley bill, CAFE standards will al nbst double
the fuel efficiency of all vehicles in the United
States. Not a hundred percent, but al nost
doubling it.

That cuts in half the carbon di oxi de
em ssions. If you go to a 10 percent cl eaner
fuels that only cuts it down 10 percent. So that
the | everage that you can get from anything that
makes the whol e stock of vehicles nore fuel
efficient is trenendously nore powerful, although
not necessarily as quick, as what you can get from
changi ng the fuels.

So, first, if we can do sonething with
fuel efficiency. Second, we've seen in
hybridi zation, at really a npbdest extra cost,
there's a very significant reduction in the total
anmount of fuel that you need w thout having to
change over the infrastructure of fuels. And that
makes a | ot of difference.

So, while we nay argue that the
hybri di zation is old technol ogy now, well,
actual ly much npore aggressive noving in that

di rection probably gives you nore bang for the
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buck.

Second, | think we can't forget that
there are not just light-duty vehicles, but
there's heavier duty vehicles. And heavy-duty
vehi cl es, how rmuch they idle, where they idle,
whet her you can el ectrify truckstops, things |iKke
that all are part of the action, too, that we can
probably have sone difference that goes beyond the
i ncentives currently in the newly reforned CAFE
standards at the federal |evel.

So | don't have any conpl ete answer, but
' msaying don't forget those things that just
pure fuel efficiency, rather than this sort of
exci tement about changi ng over the fuels,

t hensel ves.

COW SS| ONER DOUGLAS: We have W |
Col eman and then Carla Din, both on the phone and
web. And then Peter Cooper.

MR, COLEMAN: Thanks. | just wanted to
echo sone of the comments that Rol and had nmade,
and others, that | do think we need to cast this
net as broadly as possible.

It seens to ne that the chall enge that
we face is ultimately sinply a sel ection

chall enge. Wich is how do we set about a number
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of different criteria that we can use to choose
say the optinmal solutions, or the optimal places
to put funds that are avail abl e.

And in doing that | think the biggest
challenge is a lack of certainty around how to
eval uate those. You know, it seens to ne that the
main thing we're striving for is really a ratio of
sort of dollars to inpact.

And that inpact, you know, the
denoni nator of that equation is really, you know,
the set of four different criteria that | think
peopl e had menti oned.

So, we have, you know, carbon
reducti ons, we have air and water quality, we have
petrol eum reducti on and we have econonics. And,
you know, there may be others that people would
want to add, but it seens to nme that the chall enge
is going to be how do we set about having a
sel ecti on process that can be run fairly
efficiently; and that can create sone sort of
transparency for applicants. At the sane tine
maxi m ze that inpact.

And | think that Rol and's other point
earlier about tinefrane is an inportant one. W

al so have to figure out howto set criteria that
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allow us to evaluate all of these on different
ti nefranes. Because sone of them may be unl ocki ng
significant reductions in the future, but not now

And so, you know, one thing | would
suggest is that we do have some standards for
t hese things. You know, we could probably spend
the next, you know, three nmeetings plus debating
the relative nerits of each of these individual
solutions, and how to eval uate them

But | think that we nay be able to cone
to sone agreenent on what the lifecycle analysis
standards are that could be used, or what the
econoni ¢ anal ysis standards are that could be
used. And it nmay be valuable to create sone sort
of scorecard in this group where we do agree on
some set of standards for each of those
categories. And how we want to score each of
those categories. How we want to wei ght each of
t hose categories to provide sonme way of eval uating
each of these individual solutions going forward.

COW SSI ONER DOUGLAS: Thank you.

Carl a.

M5. DIN:. | actually didn't raise ny
hand. 1'm --

COW SSI ONER DOUGLAS: | 'm sorry, --
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Ms. DIN:. -- not sure what popped up

COW SSI ONER DOUGLAS: Okay. Very good.

We'll go on to Peter Cooper.
MR, COOPER: | just wanted to conment a
little bit that | believe the extent to which sone

of these investnments can be used to reach what
Phil Angelides has call ed a double bottonline
woul d benefit the state and al so the programin

garneri ng public support.

Regar di ng the workforce training, | just
had five criteria that | would suggest for
di scussion at a later point. You know, | fee

like if nmoney is going to workforce training, then
noney i s going down into the conmmunities and will
be hel ping to strengthen support for this program

Criteria could include prograns with
career pathways, prograns wi th good wages and
benefits. This is how we view sone of the -- the
definition of sustainability of good jobs. That
also gets to the issue of jobs that are in
conpanies that will be around, sticky industries,
as we call them They are globally conpetitive,
likely to be around for the distant future. And
not just for a few years.

And al so, lastly, we believe it's
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i mportant that | abor/nanagenent partnerships in

these training prograns are given priority,

i ncl udi ng consultation with | abor uni ons and

workers to make sure that the training really

achi eves what it sets out to do.

So these are just sone suggested

criteria for the workforce training part of the

program whi ch we can discuss in future neetings.

COWM SSI ONER DOUGLAS:

Thank you for

that. And just a warning to people on the phone.

In our efforts to un-mute Dan Kanmren we un-nuted a

nunmber of other people, as well,

because we

couldn't tell who he was. So if you're on the

phone -- Tim

MR, CARM CHAEL: Just to | ead of f of

Pet er Cooper's comrents, one of the things |

forgot to nention earlier is | really think this

i nvestment in workforce training is an inportant

conponent. And the signal that

it sends is really

critical, not only to the investnent comrunity,

but the busi ness comunity, but also to youths.

And there's a | ot of buzz about this

topic, jobs and neans different things to

di fferent people in the Capitol

there's 10 or 12 bills that are
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Legi slature in some form al ong these |lines. But

none of them have been passed into | aw yet. And
it's not clear that any of themw |l be, even
though there's a lot of interest. W just don't

know t hat yet.

And | just think that this, our
i nvest ment plan should include sone carve-out or
i nvestment in that training sector. And there nay
be an opportunity for that nobney, you know, in
partnership with, you know, conmunity coll eges or
sone busi ness group or sone other agency in the
state governnent.

But | think it has a |l ot of potenti al
ri pple benefits. Even if it's a relatively nodest
investment, it's a clear signal that this is a
priority or inportant. It's also inportant to
achi evi ng our bigger goals.

MR. EMMETT: Thanks. Just a couple
qui ck points regarding the stated goal s of
depl oynent and i nmedi acy. One of the things that
we nmight be able to suggest for the strawman for
folks in the investment plan is on prograns that
al ready exist that can be either other state
progranms, or institutional entities that are

al ready geared up, ready to go, received the
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fundi ng and start depl oyi ng these technol ogi es.

So | think we can all be thinking about
what those are, and suggest sone of those so we
can get this npney on the ground running quickly.

The other thing is to design -- well, we
really need these inportant criteria to deternine
where our priorities are funding. W want to nake
sure that in terns of the inplementati on of how
this nbney gets out there, that it's put together
in a way that doesn't keep people fromconing to
the tabl e.

So we' ve seen governnent fundi ng before
where there may be strings or onerous chall enges
t hat make, you know, the private sector step away.
So while we need these really clear criteria, and
I''mnot suggesting that, you know, |'m purely
speaki ng of adninistrative chall enges that nmaybe
we can streamine, but we clearly need the
criteria that we all care about in ternms of the
ki nds of fuels and technol ogi es we need.

And | guess those were ny two points.

VI CE CHAI RPERSON BOYD: Thanks, Dan. I
qui ckly want to say sonething. |It's been
menti oned al ready that the Energy Conmi ssi on and

the ARB in the alternative fuels plan did push the
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i dea we need a diversified portfolio of fuels,
i.e., that's the no-silver-bullet, silver
buckshot .

And to ne we have to | ook at a bridge
fromtoday to this future we're tal ki ng about.

And there may be some other fuels that are nore
readi ly avail able that we haven't tal ked about,
such as natural gas. | knowit's a fossil fuel; |
know it's got sone carbon in it.

But we woul d ask you to think about
other fuels that are part of the transition if you
want to address |l owering carbon and address
getting off of petroleum while we | ook forward
to, you know, building this bridge to the other
si de where hydrogen may or may not be.

W need to construct this bridge out of
other strategies. Wile efficiency has al ways
been job one for energy in California and we have
great access to electricity and natural gas, we've
had no access to efficiency in notor vehicles.
We're restricted fromdealing with CAFE, call ed
for doubling of the fuel econony standard way back
in 2003 and have yelled about it ever since.

At |east at the federal level there's

been some action, inadequate as sone of us nay

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

137
feel it is. At least they're noving. And that's
about all we can do unless we're privileged to
have the spillover benefits of the 1493 bill
which is a tail pi pe em ssions reduction for CO2,
which brings with it sone efficiency.

But, in the neantinme we need to think
about, you know, what do we construct that bridge
out of as we nove to the future. Now taking into
account, whoops, ethanol was, you know, the
panacea and maybe it's not that panacea.

When you go to any alternative fuels
conferences and events there's a |lot of tal k about
bot h natural gas and propane. And | know t hat
bot hers sone peopl e because it's a fossil fuel.

It still may be part of the first few steps that
are taken as we npve to another future.

And |' m probably | eaving sonme fuels out.
We all love hybrids. And yet there's no product
out there to speak of. And the grid really has to
be beefed up a |l ot.

But we have tinme to do both. | nmean we
need to accelerate, in ny opinion, plug-in
hybrids. And we need to accelerate the grid, and
| ord knows what other fuels that are being | eft

out of ny thoughts at the nonment. But that's just
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part of what's going through our nmind here in
t hi nking of this future.

We really need to call on the public.
They' re way behi nd schedule, we're way behi nd
schedule. | could al nbst predict that would
happen this first neeting. And we're | osing panel
menbers, one by one.

So, although no blue cards showed up up
here, if there's any nenbers of the public who
would l'i ke to say something, just get up to the
m ke and first ones up.

You beat the lady to the podium but
she's next.

MR, ALSALAM That's why | got the front

row, | guess.
My name is Janeel Alsalam |'ma
graduat e student at UC BerKkel ey. But 1've been

spendi ng the past several nonths working with the
Envi ronnent al Defense Fund to do sort of ny
masters thesis on the topic of AB-118
i mpl ementation. | had a brief neeting actually
wi t h Commi ssi oner Dougl as | ast senester when this
was set up.

But | wanted to -- ny paper's nearly

conplete and ' mgoing to be putting it in the
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record. But | wanted to give a few concl usions
that | got fromit.

The first thing is that | think we've
been tal ki ng about we've got a fairly small anount
of noney to spend, and the 1007 report makes cl ear
how much | everage that needs in that it tal ks
about $100 nmillion a year in state funding, and on
the order of $3 billion a year in private
investment. And | think that that 30-to-1 ratio
is sort of an anmazi ng chall enge.

As far -- WIIl Col eman was tal ki ng about
the lack of certainty and how to deci de where to
prioritize the noney, and so | wanted to talk
about a couple of the alternatives.

I think one obvious way to go about it
isin asimlar way as the Carl Moyer program
where there's sort of specific project types that
are set out beforehand and ways to neasure the
benefits fromthose projects through test
procedures, et cetera.

I think unfortunately that this
situation is quite different and that it's not an
appropri ate nodel for a couple reasons. One is
that we're tal king about we want to fund

i nnovati ve technologies. And in nmany cases the
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test procedures necessary to nmeasure the benefits
in a systemati zed way are not going to be there.

And al so because they're innovative new
t echnol ogies, they're generally going to be nore
expensi ve the nore i nnovative they are, and so
they won't | ook good on those netrics.

So | guess | would caution agai nst
spending a lot of time trying to create cost
effectiveness netrics, because |'m not sure
that'll steer us towards the things that we want.

| also think that that kind of nodel
sort of ignores the greater context of climte
policy in California. Wen you were talking about
the $3 billion per year, obviously AB-118 can't
get that kind of |everage.

We're going to be looking to the | ow
carbon fuel standard or AB-32, in general, to be
bringi ng out the private investnent. But | think
that sort of if we inmagine that there'll be narket
systens and | ow carbon fuel standard or possibly
AB- 32, those types of policies need sort of
options on the table.

When the policies are put in nmarket
participants will be forced to sort of think

about, you know, do | want to keep investing in
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petrol eum or invest in sonething else. But if
sonething is quite early stage and they need to
meet conpliance in the next couple years, the
t echnol ogi es need to be ready.

And | think that's where AB-118 has a
role to try and get as nmny technologies to a
poi nt of being ready to be used in other policy
cont exts.

So | guess ny conclusion is that
t hi nk, as opposed to spending a lot of tine trying
to figure out exactly which technol ogi es are going
to be the ones that make a difference, it would be
most useful to sort of go through all the
technol ogi es that have potential and thi nk about
the barriers they face; and to what extent
projects can be found to address those barriers.

I go into sone nore detail in the paper,
but 1'1l go for now. Thank you.

VI CE CHAI RPERSON BOYD: Thank you

M5. MORROW  Good norni ng, Conmi ssi oner
Dougl as, Conm ssioner Boyd. M nane is Col by
Morrow and |I'mw th Southern California Gas
Conpany and San Diego Gas and Electric. And
wanted to address two things.

First to M. MKeenan's coment about
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the distribution system being focused on |iquid.
I would just like to rem nd everyone that we have
a nmuch nore robust distribution system of
electricity and natural gas that far surpasses any
liquid fuel distribution system

And t hen, Conmm ssioner Boyd, that goes
to your comments about bridge fuels that clearly
the distribution system-- and given that, you
know, we have to address the grid and natural gas
is petroleum there are, you know, things that
need to be considered, but the distribution system
is there. And natural gas, in particular, clearly
can be a bridge fuel especially in conbination
when it's conbined with hydrogen to hi-thane fuel

So, thank you very nuch for the
opportunity.

VI CE CHAI RPERSON BOYD: Thank you.
Whi |l e sonebody else is racing to the nmike |I'11
just mention that, you know, heavy duty is a
very -- we tal ked about heavy duty lightly here,
but heavy duty has all kinds of potential. Not
only to use natural gas, but to have hybrids
approaches to the propul sion systens in heavy
duty.

There are hydraulic hybrids; there are

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

143
electric hybrids; there are anot her conbi nati on of
things that we need to think of in the shorter
term of technol ogy and fuel s.

I thought somebody would race to the
mke. Tim it's all yours.

MR, CARM CHAEL: Seei ng nobody race to
the m ke, | had two questions. Going back to
M ke's presentation for just a second, the pie
chart that you showed about petrol eum and
alternative fuels, you nentioned a coupl e of
nunber stats associated with that as far as where
we want to get to in volume of fuels. And then
some growth per year.

Coul d you re-present those, restate
t hen?

MR SM TH. Sure. Just to give a sense
of the nagnitude of what we need to acconplish, we
just basically did sone sinple arithnetic and
struck an average.

If we take the 2022 projections for fuel
demand that cane out of |ast 2007 energy report,

and even applied the 20 percent alternative fuel

target, | guess -- no, actually, it was a little
nore than 20 percent, it's -- 22? 22 percent, |I'm
sorry.
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And applied that to the gallons of the
gasol i ne and di esel that we consune it gives us a
figure approaching 5 mllion gallons that we woul d
need to consune of alternative fuels every year.

Now, to get from here, which we're at a
very snall nunber, to get to the 5 billion gallons
consuned every year we just sinply took an average
over the next 14 years and how nmuch alternative
and renewabl e fuel that we have to add, new supply
of alternative and renewabl e fuel we have to add
to the market every year to get to that nearly 5
billion gallon target.

Again, it's just a -- it's an exanple to
show t he magni tude of the chall enge facing us; on
average every single day we have to add a mllion
gal l ons of new supply of alternative and renewabl e
fuel to the market.

Now, clearly that's not happening. So
at sone point there's going to have to be a huge
bal | oon increase in the supply between now and
2022 in order to neet that target.

Again, with deference to the
conversation we had earlier about the greenhouse
gas targets, we just sinply use the alternative

fuel target as applying sinple arithnetic to give
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t he audi ence and the Committee nenbers an i dea of

t he nmagni t ude.

MR. CARM CHAEL: Great, that's -- okay,
thank you. And | appreciate that. | just wanted
to ask a question -- know you're right, but also

to enphasi ze that point, as we are tal ki ng about
great nagnitude.

The second question | had was revisiting
your plan for what's going to happen between now
and the next neeting, July 9th. Staff's going to
draft a plan based on the input today, and your
experience, and cone back to us with at |east an
outline? O, you know, -- is that the --

MR SMTH  That's correct. W'd |ike
to try and have something i n advance of that so
that we can provide the Commttee nenbers and post
it on our website for public review in advance of
the neeting, so we could provide a little nore
focus to the conversati on when we neet again.

MR. CARM CHAEL: Thank you.

COW SSI ONER DOUGLAS: We have a comment
from Tom Frant z

MR. FRANTZ: Yeah, a couple points. |
guess | could put alot of this in witing to

soneone, but since I"'mhere I'lIl say it.
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Regarding the anti-idling |law, the five-
mnute anti-idling rules, as far as | know, |
tried to contact CARB and Hi ghway Patrol and | ocal
air districts to see if they're going to enforce
this law. And there's no intent so far to enforce
the rule. Absolutely none. The H ghway Patrol
adamantly refuses to enforce the law. So | don't
know what the plan is there, but there's a | ot of
fuel savings potentially if the |l aw would be
enf or ced.

Second, | live in ag and oil - producti on
territory in Kern County. The oil production
burns a lot of fuel to produce things |like steam
to inject into the ground. And | see a trainload
of coal conming into WAsco every week to supply
three 50 negawatt power plant cogeneration
pl ants.

I''m hoping that there will be sone
i ncentives for that to stop, and that they would
burn natural gas instead. They actually al so have
permts to burn tires and pet coke and any cheap
fuel they can find to produce oil.

| know it would raise the cost of oil
but it would be a lot cleaner if they used natural

gas. So, | don't know if we can nmake incentives
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t hat woul d make that changeover a little faster.

And then farm ng, you know, we had the
Carl Moyer program and different programs that |
personal |y have participated in, because we
converted our punps to diesel a nunber of years
ago to, you know, poor quality diesel engines.

And then we were given $20,000 to buy a
22,000 engi ne, which was a great deal because we
saved so nuch fuel we actually nmade a | ot of nobney
on that program

And now we're being given noney, if we
can wait in line | ong enough, to switch to
electricity. |It's actually cheaper right now to
switch to electricity imediately and pay the full
cost than to wait in line a year and a hal f.
Because it would save even nore nmoney. |'m
tal ki ng about tens of thousands of dollars per
punmp because the price of diesel is to high right
NOw.

So the whole incentive thing needs to be
| ooked at very carefully. Sonetines the incentive
is way too high because the benefit is huge. And
at the sane tine, though, there's a lot of farmng
enterprises where they still use the old dirty

di esel engines. And it seens |like no incentive is
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hi gh enough for themto take the tine or to invest
the few thousand dollars they need to make the
swi tchover. So | don't know if incentives can be
changed to nake people nore willing to nmake some
of these switches.

| hate to use the word requirenment in an
i ncentive, but if you're required to take the
i ncentive, that would be progress in sone cases.

Thank you. ©Ch, one nore thing. It
seens nillions of tons of ammonia are rel eased
into the San Joaquin Valley air every year from
dairy | agoons and different places like that. And
ammonia, | understand, is a pretty good fuel. And
they're starting to capture nmethane from | agoons,
dairy lagoons. And I'mwondering if, seens |ike
the ammoni a could be captured, as well. But I'm
just throwi ng that out there right now.

VI CE CHAI RPERSON BOYD: M. Cackette, do
you want to respond to a couple of the points?

MR, CACKETTE: On the idling, there is
an effort underway to enforce that. W're out at
the truckstops enforcing it at night right now
And there's a contract being done with San Joaquin
Air Pollution Control District to conplenent the

enf or cenment . So there's been citations issued
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already. |It's not overwhelning, but it's
definitely starting.

MR. CARM CHAEL: |s that ARB doing that
or is it ARB and CHP? Who actually does that?

MR, CACKETTE: It's ARB. W have one
CHP person on there for safety reasons. But we're
doing the citations, and the Valley District wll
be doing themas a pilot program and then we'll
expand that to all the areas in the state.

COW SSI ONER DOUGLAS: Bonni e.

MS. HOLMES- GEN: Thanks, Conm ssioner
Dougl as. Bonni e Hol mes-Gen, again. | just wanted
to make a couple comments and ask a question, as
we're nearing cl osing.

And | wanted to support the idea again
that this investment plan should focus on a few
key priorities in terns of funding. And | would
definitely agree that electrification and hydrogen
fuel cells, both, of course, fromthe cleanest
sources avail abl e; hopefully a majority from
renewabl e sources would be on the |ist.

And | think that possibly sonme work on
advanced bi of uel s, non-crop-based biofuels. But
bi of uel s made from waste products, cellul osic,

those sorts of things could be on the list.
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' mopen to tal king nmore about
efficiency. | certainly see the inportance of
what's bei ng di scussed here. |I'mjust concerned
that we really need to focus nmoney, if we're going
to nake a difference, if we're going to nove
forward on alternative fuels, that we need to
really focus on sone of those key obstacl es that
are out there in the next few years. And try to
make some br eakt hroughs so that we can nove
forward on sonme of these fuels that really can
make a difference for the long term that are
sustai nable, that are neeting our air quality
goal s, and hel pi ng us achi eve cl eaner air.

And, of course, that neans we have al
the public health benefits. And those that are
really going to set us up for success, not just
for 2020, but in the 2050 tinmefrane, as we talked
about earlier.

So | just wanted to tie all that
together. And, again, just underscore the
i nportance of a key focus in terns of funding in
the early years to make breakt hroughs in those
ar eas.

| also wanted to say | hope we have al so

in the investnment plan discussion of natching
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funds. | hope we can | everage these funds and
doubl e or triple the anbunt of nopney or nore.
know t he Sout h Coast has trenendous success wth
that, in leveraging funding. | think that's
sonet hi ng that we can have success with. |t
shoul d have a focus on that and create sone
criteria where we're trying to attract projects
that do have an investnent, you know, at |east a
match or, you know, at | east one-to-one or two-to-
one match in terns of other sources of funding for
t hese projects.

And then finally I did want to ask, |
saved this question fromearlier. | would either
now or subsequently like to get a better idea of
how what we're doing here in the 118 Advi sory
Committee is going to nesh with sone of the work
that's going on with the |Iow carbon fuel standard.

We tal ked a | ot about sustainability and
the inportance of that. And, of course, that's
bei ng | ooked at, the | ow carbon fuel standard, as
it's being | ooked at here. And where there's a
requi rement here for the CEC to actually devel op
sustainability criteria.

So | would like to get a better sense,

at | east fromyour perspectives at the CEC and
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ARB, how what we're doing is going to nesh with
the work that's going on in the devel opnent of the
criteria under the | ow carbon fuel standard.

MR CACKETTE: | can add a little bit on
that, but it may be at the next neeting it would
even be worthwhil e to have an update presented, a
status report on where we are with the | ow carbon
fuel standard, or maybe that could be included in
t he strawman docunentation that's going to cone
out before the next neeting.

There are a lot of commonalities. For
exanpl e, the whole issue of the lifecycle for
bi ofuel s is going to be addressed. And | think
addressed by sonething |ike June-ish tinmefrane.
And so that will hopefully play into this. And I
t hi nk, you know, result in sone enhancenent of our
under st andi ng on the short termrather than in a
year or two.

EPA' s doing the same thing with their
renewabl e fuel standards, so they're working on
lifecycle and we're sort of lock at the hip with
themto nmake sure we understand what they're
doing. And that there are common assunpti ons and
conpati bl e assunptions, things |ike that.

So, we're willing to do that if that
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woul d be hel pful for the Advisory Conmittee, as a
whol e.

MR, CLARKE: Could | just nmke a quick
comment to Bonnie. |I'd just |like to address the
poi nt you made.

I think it is vital that we make a
difference. And one of the issues that | have,
I've been in and around the hydrogen fuel cell
debate for nearly 30 years now. |'ve been heavily
i nvol ved in a range of technol ogi es around
hydrogen as a fuel.

And there's a concept that's conmmon to
pretty much all technol ogies, they hit a pl ateau.
And if you look -- ny conpany's done a | ot of work
on charting dollars invested for benefits and
things |ike that.

If you | ook globally the amount of noney
that's been put into fuel cells, and then conpare
it agai nst the anount of nobney that's been put
into alternative liquid fuels, |ow carbon and zero
carbon liquid fuels, it's about 1000-to-1.

And if you chart dollars invested versus
i mproverrent in fuel cell capability it's
absolutely flat-lined. |I'mvery close to a number

of high profile fuel cell developnment initiatives
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ri ght now.

And I'Il chall enge you to find anybody
that can show a fuel cell that can run at greater
t han 50 percent conplete cycle efficiency. That
means that 50 percent of the energy that goes to
contai ning the hydrogen that feeds it is lost to
the fuel cell.

A diesel is 50 percent, and a hydrogen
fuel ed reciprocating engi ne is about 40 percent.

If you look at the inefficiencies that go into
wast i ng energy when we make hydrogen, and you nade
the comment hopefully from renewabl e sources,

well, here's the bad news about renewabl e sources.

The electricity fromrenewabl e energy is
so precious a commodity it really isn't feasible
to waste upwards of 80 percent of it by turning it
i nto hydrogen and then burning it inefficiently.

So if we want to make difference and
given the billions of dollars that have been spent
and i nvested and wasted in the hydrogen econony,
we could do better to actually focus on things
that are here and avail able right now, things that
we can use right now that actually utilize the
existing infrastructure.

One of the sad things is at the
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political level the |level of real science input to
t he hydrogen stories is quite | acking.

And | understand what |'m saying is a
radi cal departure froma | ot of people's cherished
views on a hydrogen econony, but the papers are
out there. The |laws of thernodynamics are the
| aws of thernodynam cs. Unl ess sonebody can show
me a full -- then it sinks. Then we're going to
be stuck with the fact that we waste energy when
we make hydrogen. And we waste hydrogen when we
burn it.

MR EMVETT: Well, | think this is a
good debate to have, but there's a trenmendous
anmount of progress being nade in the area of
hydrogen fuel cells. 1'd encourage you to | ook at
a Honda, for exanple; trenendous inprovenents in
per f ormance, reduction, weight, durability.

And so | think this is a debate that, |
mean if we set the -- | think perfornmance
standards are what we need to be tal king about
here. How are these fuels and technol ogi es
perform ng. And how are they going to deliver the
benefits that we all care about.

So, hopefully we can set those

per f ormance standards and |l et the fuels and the
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t echnol ogies cone to the table and play the gane.

MR CACKETTE: Well, | think that is one
thing that we ought to do from an adm ni strative
standpoint, is if we're going to have these
debat es about various fuels and their nerits and
| ack thereof, how we're going to do that in our
two renmi ni ng neetings, of which the |last one is
going to be to apparently put the plan together,
or approve it. So, we've got basically one
meeting, and | -- there are sone significant,
really different viewpoints than what you've set
forth on hydrogen.

I want to nake one comment. For all the
menbers, you were handed out a copy of the state
alternative fuel plan. And | know reading tinme is
short, and so if you don't have a chance to read
every carefully selected word, | would refer you
to page 72 in chapter 6, called, The 2050 Vi sion
St at enent .

And in that 2050 vision statenent you'll
see what a lot of fairly reasoned people think the
future does look like in terns of transportation
and transportation fuels. And, in fact, it's kind
of what Bonnie said, which is we need to focus now

because there are really only three fuels that
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play in that |long-termvision, which is hydrogen,
electricity and bi of uel s.

And sonebody else talked -- | think Jim
sai d sonet hi ng about we need to worry about how
they're made. And maybe that's part of a role of
this noney, as well. Because all of those fuels
could be nade in a dirty way, or they could be
made in a way that has very | ow carbon. And
that's, | think, what our chall enge is.

There may be bridgi ng technol ogies to
get you there that we could deal with in the short
term but it's pretty clear that those are the
technol ogi es that are able to provide the carbon
reductions that are needed to neet a 2050 type
st andar d.

So, |'d ask you to please take a | ook at
that before the next nmeeting.

VI CE CHAI RPERSON BOYD: The gentl eman --
you're going to have to go to the mcrophone if
you want to speak.

MR, ROSS: | think that one huge
contribution that the Energy Conmm ssion can make
to this whole thing is doing rigorous anal ysis
before you nmake deci sions as to how you woul d

depl oy.
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In other words, there's strong enphasis
here on depl oynent rather than say R&D, but the
fact is that what is the big nistake bei ng nade by
the Departnent of Energy is they're not doing that
ki nd of analysis on hydrogen, for exanple. They
have a fantasy about it.

And when anybody asks the Bush
Admi ni strati on what are you doi ng about energy,
it's the hydrogen econony, you know. And that's
wher e the Energy Comm ssion can have a very
i nportant role. The anount of npbney that you have
is not enough to do this job. You're going to
have to bring in a |lot of other people.

So the critical thing is doing the right
things. And that demands anal ysis which the
Ener gy Conmmi ssion can do, it has the people to do
it.

VI CE CHAI RPERSON BOYD: Coul d you
identify yourself for the audi ence?

MR ROCSS: I'"'msorry, |I'm Howard Ross,
Ross Transportation Technol ogy.

VI CE CHAI RPERSON BOYD: Thank you
John.

MR SHEARS: One nore revisit on the

number of workshops. | nean obviously it neakes
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sense that we wait until we have the straw draft.
And | think at that point we can discuss -- |
think we're not going to have a high confort |eve
with one nore workshop after the draft is out.

In ternms of this debate about hydrogen,
you know, our organization's perspective is to
keep all the options open. | think, you know, we
have some of the world' s | eading experts on
hydrogen here in northern California.

So if we need to have that issue aired
out nore thoroughly, you know, we can invite,
wel |, Dan, as an exanpl e, Dan Kammen; he's one of
the menbers of the Conmittee. Al so individuals
li ke Dr. Joan Ogden at UC Davis, Institute of
Transportati on Studies and the research group
there, to talk about that.

Certainly there are chall enges for al
of these technologies. But, | think, you know, we
should -- in order to air this out we m ght want
to bring sone of these experts, world s | eading
experts on these i ssues here, so we can cut to the
chase on this.

VI CE CHAI RPERSON BOYD: Well, the Fue
Cell Partnership's sitting in the back of the room

soaking this all up. 1'msure they have sone
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t houghts. Catherine, | don't know if you want to
send us sone thoughts, or wait for the next
roundt abl e di scussi on.

MR, SHEARS: Yeah, | didn't want to put
Cat heri ne on the spot, but --

VI CE CHAI RPERSON BOYD: But | did.

MS. DUNWOODY:  Ckay.

VI CE CHAI RPERSON BOYD: And then we're
about the bottom of the barrel because we're about
out of tine.

MS. DUNWOODY: Sure, well, 1'Il keep it
qui ck. Catherine Dunwoody, California Fuel Cell
Par t ner shi p.

I think there's a | ot of good anal ysis
on hydrogen and fuel cells. The Departnent of
Energy has done a | ot of studies through the
nati onal | abs, through universities, Nationa
Acadeny's comng out with a study. Drafts should
be out hopefully within a nonth, | ooking at
hydrogen and the benefits it can provide for
energy and the environnent and clinmate.

So, | certainly hope that this group
takes a very bal anced | ook and keeps a | ot of
t hese options open. | think when we're | ooking at

i nnovati on and far-reaching technol ogi es, you
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know, standing here today it's nuch too early to
di sm ss any of these. And hope to just encourage
you to keep an open m nd.

But al so encourage all of you who'd like
to experi ence hydrogen fuel cell vehicles
firsthand, to cone to the California Fuel Cel
Part ner shi p where you can drive these cars. They
are real; they're on the road today. Yes, they
have chall enges. W still need to nmke progress.

But it's very real. And | drove a car
here today; drive a car on a regul ar basis.

Hydr ogen fuel cells work and they're naking great
pr ogr ess.

So we have a public tour every fourth
Friday. Conme on out and give it a try.

VI CE CHAI RPERSON BOYD: Thank you
Seei ng no nore rai sed hands, |I think we can work
to start concluding this before we |ose all the
Advi sory Panel here shortly. W committed themto
noon. Mbst have been able to stay | onger.

The |l ast itemon the agenda says future

nmeeting dates and locations. | wll confess,
John, | don't knowif it's two or three nore
nmeetings. Staff, everybody will have to debate
t hat point.
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Anot her question is where. There was
some -- there were a ot of hints to us that we
shoul d nove this around the state. And so | guess
we'd ook to folks to volunteer. \Were m ght be
t he ki nds of places we should have ot her neeti ngs,
or whether you'd rather stick to Sacranento.

I will say, as the Energy Conmi ssion
down t hrough the years has hosted out-of-town
hearings on its Integrated Energy Policy Report,
we' ve used state buildings all over the state.

And we get terrible turnout.

So, we're open to suggestion to where
m ght be other positive venues if you think
putting the show on the road is worth it. Tim

MR. CARM CHAEL: darification. The
request for noving around cane from Conmittee
menbers or the public or the Adninistration?
Where did it cone fronf

VI CE CHAI RPERSON BOYD: wll, M ke,
correct ne if I"'mwong, but |I think in the
process of debating all the various, the bill and
its progeny, there has been suggesti ons nore than
once that we neet in other places.

But if that's not true -- it's not our

idea, it's --
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M5. HOLMES-GEN:  Can | comment ?
Actually there's a concern that the CEC hold
wor kshops on this plan in various parts of the
state. And that is, | think, part of the current
draft, the cl eanup | egislation.

But that would be, in ternms of CEC
wor kshops on this plan. |'mnot sure if you
consider -- you're going to be having workshops
that are separate fromthese AB-118 Advi sory
Committee neetings? O if you view these as the
wor kshops. So, that's, | guess, ny question

VI CE CHAI RPERSON BOYD: No, there will
be ot her, quote, workshops. This is an Advisory
Conmittee neeting. Sone people refer to it as a
wor kshop, it's a public Advisory Conmittee
nmeeting. |t functions |ike a workshop, and to
sone degree, but |I'msure the staff mght correct
me, has in mnd ot her workshops for other
conponents of AB-118.

MR SMTH:. That's correct. As |
mentioned in nmy comments, we are considering and
would l'i ke to inplement workshops once the
i nvestment plan is adopted. Wen we nove into
devel oping solicitations and solicitation packages

we'd like to have public forums to hel p us devel op
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t hose packages and get additional input, for the
shape and focus of those solicitati on packages
based on what is presented in the adopted
i nvest ment pl an.

VI CE CHAI RPERSON BOYD: If everyone's
confortable we'll continue to have these neetings
here. That's fine by us.

MS. HOLMES- GEN: I'd vote for that. I
think that the Energy Comm ssion needs to have a
forum despite the fact that it's definitely nore
convenient for ne and others. | think the Energy
Conm ssi on needs to have some kind of forumto
comment on this investnent plan as it's being
devel oped in other parts of the state.

I don't know, again, if it has to be
t hrough these neetings or be separate workshops
that sonme of us who are interested would want to
att end.

But | do think there needs to be a forum
in, for exanple, Los Angel es, San Joaquin Valley
potentially. Especially with all the concern
about the ethanol plants in the San Joaquin Vall ey
that was brought up. | know there's a | ot of
concern by Valley fol ks about how this plan is

goi ng to i npact them
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So maybe there needs to be sone foll owp
di scussions with the Comri ssion to deternine what
their plan is in ternms of workshops, public
wor kshops prior to the adoption of the investnent
pl an.

COWM SSI ONER DOUGLAS: If I didn't -- |1
don't renenber fromyour slide, what is the anobunt
of tine we're going to have between the draft
i nvestment plan and a final that will be voted on
by the Advisory Committee? Do you know?

To what extent was the staff planning
wor kshops - -

MR SM TH. W hadn't considered
wor kshops in that wi ndow. The |ast Advisory
Committee neeting we were targeting for the end of
August. So it would be about a two-npbnth w ndow,
nmont h- and- a- hal f wi ndow; cl oser to two-nonth
wi ndow i f we're targeting the |Iast business
meeting in Cctober.

It certainly provides enough time for
addi ti onal wor kshops.

MR, SHEARS: And this, also, | guess
goes to sort of -- revisiting whether it's three
wor kshops that aren't officially AB-118 Advi sory

Committee neetings or sonething -- want to have
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the opportunity to have this aired out, again,
especially since we're tal king about, you know,
this is the first shot we're going to take at
this. And it's going to be, you know, if the
Legi sl ature goes along with it, a two-year round.

So we want to nake sure that we really
have the opportunity to have as nuch i nput and
insight. There may be al so sone great ideas that
cone in fromthe gallery, you know, as approaches
or for sone perceived problens with sone of the
approaches to alternative fuels.

VI CE CHAlI RPERSON BOYD: Karen and | just
counseled and think that if there are to be
wor kshops on the plan, that's the forumto nove
around. And that this group should continue to
have its neetings here, if that's okay with you
all.

COW SSI ONER DOUGLAS: | just need to
add, fromthe perspective of a nenber of the
;public who would i ke to have sonme input into the
plan, | think it would be difficult for themto
wal k in the door of the second or third Advisory
Committee neeting and sit through a discussion and
just given the dynam cs of the group, the fact

that we will have net once or twice or so on
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| think it's probably -- it wll
facilitate (inaudible) coment actually on the
draft plan that people can (inaudible).

MS. HOLMES- GEN: Yeah, that sounds good.

VI CE CHAI RPERSON BOYD: Any ot her
comments? Tim

MR. CARM CHAEL: On the schedul e
specifically, |I'mwondering what the group's
t hi nki ng was about noving the August 26th neeting
a week later. August 26th is either going to be
the last -- it's likely to be the | ast week of the
| egi sl ative session. But it's possible that it'l]I
be the week before, but we just don't know that
ri ght now

And | was thinking a week | ater we don't
have that potential conflict.

VI CE CHAlI RPERSON BOYD: Good point. |Is,
the other date, | guess, is July --

MR SM TH: July 9th.

VI CE CHAI RPERSON BOYD: -- around July
9. Does that work for --

COW SSI ONER DOUGLAS: | woul d just
menti on Dan Kammen, whose enmils were com ng
through to ne today, also sent an enmail saying

that July 9th -- saying that neither date worked
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for him So noving the last date is out, and
that's at | east one conflict for July 9th.

VI CE CHAI RPERSON BOYD: Ckay, well, |
think staff will have to do a survey of everybody.
Around the 9th is as close as I'll do it right
now. And check and see where we get the nost
participation by the Advisory Conmittee.

MR. CARM CHAEL: Thank you.

VI CE CHAI RPERSON BOYD: Conm ssi oner
Dougl as, any ot her comments?

COW SSI ONER DOUGLAS:  No.

VI CE CHAI RPERSON BOYD: Just like to
t hank everybody for your durability, as well as
your participation. This has been interesting and
t hank you, all. See you agai n.

(Wher eupon, at 12:41 p.m, the Advisory

Commi ttee Meeting was adj ourned.)

--00o0- -
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