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PROCEEDI NGS
9:00 a.m

MR WARD: |'m Peter Wrd with the
California Energy Conm ssion. Thank you for
conming. This is the first of four public
wor kshops that we'll be holding fromthe Energy
Conmi ssion on the AB-118 program otherw se known
as the alternative and renewabl e fuel and vehicle
t echnol ogy program

First off I want to thank our hosts for
havi ng us here at the San Joaquin Valley Air
Pol lution Control District headquarters. They've
been graci ous enough to give us the roomfor the
nor ni ng here.

And | also want to wel cone the people
that are on the phone |listening on WebEx. Thank
you for hanging in. W're getting started a
little bit later, but appreciate your being with
us, as well.

This nmeeting is a public workshop and we
are recording this and taking your good
suggestions for the programas we develop it,
going forward fromthis point.

We are out doi ng workshops for many

different reasons, one of which is to fanmliarize
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everyone with the investnent plan that we have
prepared, the draft staff investnent plan for the
AB-118 program

This has now been rel eased. |t was
rel eased in Decenber; has been out for public
conment. We're still seeking public conment up to
and through these series of four workshops. And
we would like to get your ideas on the investnent
plan, as well as project ideas that you fol ks have
in particular areas. This would hel p us gauge the
solicitations that we'll be coming out with in the
future

We are anxious to strike partnerships,
and with the San Joaquin Valley Air Pollution
Control District being one of many air pollution
control districts that we wish to strike
partnerships, along with clean cities coalitions
and other entities across the state, so we can all
| everage our efforts and | everage our innovation
to nmake this a successful program

We wi Il have sone other presentations
today, as well, fromthe Clean Cities Coalition
the Air Pollution Control District and Dr. Steve
Kaf fka at the University of California at Davis.

He's an agronomi st and he'll be joining us a
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little bit |ater today.

I want to nention also that if you would
like to ask questions or nmake conments, these are
blue cards that are out on the table in the front.
And if you'd like to fill one of those out we can
handl e those after the presentations.

The programthat we're tal ki ng about
today is quite exceptional, | think, inits
breadth. And we will be basically describing al
the different aspects of that.

The purpose of this is to devel op and
depl oy innovative technol ogi es that transform
California's fuel and vehicle types to attain the
state's climte change goals. That is, to reduce
GHG

These prograns shoul d be providing
i medi ate GHG reduction benefits and to help
create the inpetus for the long-termtransition.
Each year we are authorized up to $120 nmillion per
year through the year 2015. So this is unusual
W' ve never really had this level of funding, and
this level of funding for this many years. This
is a seven-year program

And so | think this is going to enable

us to send a very strong nmarket signal to devel op
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the innovative technol ogi es and fuels that can
take us into the -- further into the 21st century.

The first year, this fiscal year that
we're in right now, we were allocated $75 nmillion.
But we have had sone process to go through before
we can access that funding. And |I'Il describe
that a little bit later.

Next year we are at least tentatively
aut horized for $101 million for the next fiscal
year.

The program overview is going to contain
a framework for sustainability. W really don't
want to duplicate that which we've seen in the
past. W want to nake sure that the prograns, the
fuels, the technologies that we will be funding
are immnently nore sustainable than we have had
in the past.

We need to decrease pollution on a
lifecycle basis, that is well-to-wheels. And that
is criteria em ssions and greenhouse gases, as
well. W want to fund projects that do not
adversely inpact natural resources in the state,
or federal.

We want to insure, and this is probably

nore key now than it was six nonths ago, economc
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devel opnent in the state, education, outreach and
wor kf orce training.

I think we've all been through quite a
roller-coaster ride and we're really hoping that
the funding that we're providing here can nove us
along in the fuels and vehicl e technol ogi es, but
al so attract and retain clean technol ogy
busi nesses, fund financial incentives, private
i nvest nent and encourage market creation and
i nf ormed consumer choi ces.

And to | everage the innovation of
California, which is sonething that we've been
known for for many years. And to, in a
sust ai nabl e way, use the renewabl e and waste
resources of our state.

The legislation and the statute, itself,
asked us to prepare an investnent plan. And the
i nvestment plan, there are copies on the table.
You fol ks are probably very faniliar with that.
This was required so that we can set the
priorities and the opportunities for the program

We describe how funding will conpl enent
exi sting public and private investnents. | think
we' ve done that in the staff draft now

The initial investnment plan will guide
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the funding decisions during the first two years
of the program Every year thereafter we wll
have an investnment plan for that particul ar year

Because we're getting started a little
bit late in this year, we will be using this
i nvestnment plan for the first two fiscal years.

We have convened an advisory committee,
also called for in the statute, to provide input
during the devel opnment of this investnent plan.
And we have had five neetings with our advisory
commttee. And so this staff draft investnent
plan reflects many of the comments, suggestions
and the gui dance fromthat advisory conmittee.

I nvestment plan status. As | nentioned,
it is a staff draft docunent right now, and out
for public review W' re holding the workshops on
this, on the investnent plan. And as we turn to
page two, the program itself.

We had the fifth advisory comittee
nmeeting on January 8th. And now we're enbarking
today is the first of four public workshops.

We' || be here today and tonorrow in Fresno. And
next week we'll be in Dianond Bar and in Los
Angel es at the Los Angeles Port in San Pedro.

The Transportation Cormittee, |ed by
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Conmi ssi oners Boyd and now Chair, Chairwonman Karen
Dougl as, will consider the staff draft, the

advi sory committee input and public coments, many
of which we will receive today hopefully on the

i nvestment plan. The Energy Conmission will be
considering the plan for full five-nenber
Conmi ssi on adoption schedul ed for March, next

nont h.

There are many di fferent types of
projects that are eligible for funding.
Alternative, renewable, |ow carbon fuels will be
stressed obviously. Qur nmain purpose is to |ower
greenhouse gases and help the state achieve its
climate change goals. That will be the nmain
focus.

Projects that optim ze alternative and
renewabl e fuels for engi ne technol ogi es,
alternative and renewabl e | ow carbon fue
production, projects that decrease the full fue
cycl e basis carbon footprint, and increased
sustainability of the production of those fuels.

Alternative and renewabl e fuel
infrastructure fueling stations and equi prent, and
i nproved light-, medium and heavy-duty vehicle

technol ogi es for better fuel efficiency.
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Additionally we'll be able to buy down
incremental or differential costs on vehicles,
advanced technol ogy warranty or repl acenment
i nsurance. Devel opnment of narket niches, and
supply chai n devel opnent.

Retrofits for nmedium and heavy-duty
fleets. Alternative and renewabl e fue
i nfrastructure devel opment. Wbrkforce training
will be stressed so that nmany of the fol ks that
have been unfortunate enough to | ose their jobs
can be retrained for nore viable jobs going
forward

Educati on and program pronotion and
devel opnent Technol ogy Centers of Excellence. And
the analysis to assist in preparing the investnent
plan and informing the programas we go forward.

As you can see, we've been given many
di fferent funding nmechani sns that we can utili ze,
grants, contracts, |oan guarantees, revolving
| oans, consumer rebates, direct fuel subsidies,
ot her nmechani snms to be defined which is al ways
good to see in a statute. That can give us the
greatest latitude to devise the particular
mechani sns that could suit the needs of those

fol ks that woul d need cof undi ng or support.
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Cof undi ng of strategic partners wll
| everage our funds. And when we started this |ast
sumrer we were | ooking at the usual cast of
characters for leveraging funds. And now we're
| ooking in earnest because | think the federa
government is going to be releasing a substantia
amount of funding that we hope to | everage with
our funds, as well.

Fundi ng preferences. W wll be adding
either favored points in the evaluation of
proposal s, or additional incentive anpbunts and
awar ds according to these preferences: reducing
the lifecycle environnental inpacts; decreased
Iifecycle greenhouse gas emi ssions by at |east 10
percent, and nmany times can be nore than that.

Do not adversely inpact the
sustainability of the state's natural resources.
Use alternative fuel blends up to and over 20
percent. Use existing and proposed fueling
i nfrastructure and provi di ng nonstate mat chi ng
funds. Provide econom ¢ benefits to California.
And to drive new technol ogy advancenent.

I think, in California, just as an
aside, | think we are in a particularly

advant ageous position because we have a history of
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10
the innovation in early aviation, aerospace, and
i nformation technol ogy that we have risen to the
top anmong other states. | think this is just
maybe another frontier for California, and one
that | think we can help wth.

In sunmary, the draft investnent plan
We did this, as | nentioned, to establish the
priorities and opportunities. And those can be
characterized in two steps.

The first is how do we guide our funding
according to the relative greenhouse gas
reductions that can accrue from specific projects.
In doing so, and as detailed in the investnment
plan, particularly in appendices A and B, are the
feasible scenario that allows California to neet
its 2020, that's the AB-32 goals of reducing our
GHG emissions to 1990 levels. And to 2050, which
is an executive order by CGovernor Schwarzenegger
to reduce our GHG 80 percent bel ow 1990 | evels by
2050.

And in devising this scenario and this
framewor k we worked backwards fromthe state
alternative fuels plan 2050 vision, which outlined
a plausible scenario to get to 2050, 80 percent

reduction of 1990 GHG | evel s. And worked
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backwar ds using and popul ating the vision with our
CALCARS nodel, which is a consuner preference
nodel for |ight-duty vehicles. And evaluate the
vehicle fuel efficiencies expected in 2050.

We will be going forward in the future
in further analysis of the plausible scenarios
that can bring us to 2050. The 2050 vision was
pretty much established based on the goals and
what we would need by that tine. And we will be
wor ki ng hard to analyze the reliability of those
judgrments to see if the technol ogies, the fuels
and the costs are reasonable to get to those. And
if they're not, then we will have to recalibrate.

I don't think there's anything nore
dire, as we look out. |'ve always been concerned
about reduci ng our petrol eum consunption. But
reducing climte change, to ne, is the nost
i mportant issue that we felt, and the issue of our
lifetime. We've fought wars, but nothing Iike
this. This is an all-stakes game. W could |ose
the planet here. | think there's nothing nore to
| ose once that happens. |'mconcerned that we get
to a tipping point that we can't recover from

So, |I'mearnest about this. | really

think we are really on the horns of a dilemm that

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345
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12
if we don't act quickly and decisively, | think we
could | ose the planet.

Going out to 2050 it seens like a |ong
way off, but | don't really hear nmany people
tal ki ng about 200 years from now, because | think
everybody's imm nently concerned about getting to
2050. And | think this is very crucial for
humanki nd and the life of the earth, itself.

We have categorized in the reduction
scenarios and the framework the four categories
are having to do with the fuels and vehicl es that
they would use. And we've given them | abel s,
super ultra | ow carbon, ultra | ow carbon, |ow
carbon, and additional fuel econony inprovenents.

These are categories that we have namned.
They're fairly illustrative. Many of the fuels
that we'll be going over can actually junp
categories as they inprove. They can becone nore
renewabl e or vehicl e technol ogi es can inprove, as
well. So they're fixed categories based on their
carbon footprint or the CO2 out the tail pi pe. But
as | said, we're hoping to foster inprovenent
across the board of all of these different
cat egori es.

You can see here a visual inmage of step
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one results of this franework, and shows that in
the 2020 tinefrane -- is there sonething, a
poi nter, do you know?

kay, well, -- | would say the yellowis
where we will need to go to get to the 2050 goal s.
Qobvi ously you can see this is a characterization
of the emission reduction potential for the
di fferent categories.

The fuel econony is the second one
there. And then advanced biofuels. W need to go
beyond the first generation of biofuels, though
et hanol from corn and ot her grains.

And then natural gas, propane and
renewabl e di esel are at the bottomthere. They
certainly have potential. | think we'll still be
usi ng those, obviously, in 2050. And | think that
this is an exanple of the fuel and vehicle
category that can junp categories, as natural gas
is supplied nore by bionethane, renewabl e propane,
and of course, nore feedstocks that can be
utilized to produce renewabl e diesel, as well.

The second step was the gap anal ysis
that we performed. And this really consisted of
| ooking out there to see what areas of endeavor

have been funded over tinme through existing public
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14
and private funding for alternative and renewabl e
fuel s and advanced vehicl e technol ogi es.

We found out where the funding is, and
nore inportantly, where the funding isn't, where
the gap exists. And determ ned where additiona
fundi ng is not needed.

So we will deternine where those gaps
exist, but in determ ning where the funding is not
needed, we will be talking to stakehol ders and
partners and those involved in the area to
det erm ne whether or not they are filling sone of
those gaps.

The gaps that remain are ones that are
obvious for us to act in, and to allocate funding
for.

Briefly we'll go through the super ultra
and all the other categories. This, as you nay
expect, would be a lot of electric drive. W
woul d be hopefully funding sone retail hydrogen
fueling stations, mxed use of hydrogen with CNG

O for |ow cost, renewabl e hydrogen
production in California there's |egislation that
says if public funding goes to a hydrogen station,
the fuel there nust be conprised of 33 percent

renewabl e hydrogen. So we think it's an inportant
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entre for us to foster the devel opnent of
renewabl e hydrogen in California, as that is a
requirement that will be with us for quite awhile.

Currently nost of the hydrogen is
produced from natural gas, and so we need to
i nprove the feedstock potential. And therefore,
| owering the GHG of even the hydrogen, the tail --
and the em ssions out the tailpipe of this zero
eni ssion vehicle.

We' || be coordinating our support with
ARB' s air quality inprovenent program | should
nention that ARB has part of AB-118; they're
funded to about $80 nmillion a year. One with the
air quality inprovenent programand one for their
vehi cl e enhancenent, which is basically taking
high emtters off the road and providi ng consuners
that do that sone funding to purchase another
vehi cl e.

We will support the early conversions
for plug-in hybrid electric vehicles and battery
el ectric vehicles and the charging infrastructure
necessary for those.

Quite frankly, I've heard quite a bit
about the battery electric vehicles and plug-in

hybrid electric vehicles. And as a matter of fact
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there's a gentlenman that's joining us in the back
of the roomthat knows quite a bit about these
battery electric vehicles, as well. And perhaps
you can buttonhole hima little later. Good
seei ng you, Mark.

Fundi ng recomendati ons for electric
drive would offer rebates to offset the additiona
cost and purchase of |ow eni ssion vehicles and
conponents. Cofund ni che narket denonstrations
and initial costs of |ow GHG nedi um and heavy-
duty vehicl es.

Support the precomercial denonstration
and appoi ntrment of electric drive. Cofund network
of public access charging stations to support the
roll out of these vehicles. And coordinate with
ARB to cofund proof of concept and accel erated
mar ket depl oynents.

For hydrogen, as | briefly nmentioned, we
woul d cofund fueling network to support the early
adopter vehicles. There are hundreds of hydrogen
fuel cell vehicles in the state. And nore on the
way. And we want to be able to provide an
adequate infrastructure during this precomercial
denonstration period.

We' d accel erate the increased hydrogen
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fuel through nultiple uses to naximze | ow GHG
em ssions. That neaning we would be fostering
support for hydrogen used in forklifts and
hydrogen bl ended with CNG transit properties.
And to build the base, if you will, for a hydrogen
production market in California.

Utra | ow carbon needs. This is kind of
the middle range, and typically is popul ated by
bi of uel s. Encourage transition from existing
et hanol production to | ower carbon feedstock
production facilities.

In other words, midwest corn ethano
has a relatively higher GHG than ethanol that we
can produce in this state, bringing the grain in
fromthe mdwest. But there are other things that
can inprove it even beyond that. Using biomass
resi dues and feedstocks, and utilizing other
pur pose-grown crops such as sugarcane, have a
| ower profile, as well.

Devel op new et hanol renewabl e di esel and
bi omet hane production for use as transportation
fuels. There's going to be a big push for the
devel opnent of biofuel production as a
transportation fuel. | know Waste Managenent and

ot hers have expressed a great deal of interest in
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this.

Expandi ng installation of E-85 based on
geographi c distribution of the 400,000 FFEs in the
state. And we have kind of broken the DW code to
find out where those cars are |ocated, so we can
be a help to those marketers of E-85 to find out
where their potential clients are | ocated.

Devel op fuel storage and bl endi ng
termnals for renewabl e diesel distribution in
northern and southern California. Currently we
see, even though bi ofuel production, particularly
bi odi esel renewabl e di esel production is up, there
is a potential bottleneck in the distribution of
that. Many of those facilities are controlled by
the major oil conpanies. And | think a burgeoning
i ndustry of alternative fuels may need sone relief
in the de-bottl enecking of the distribution that
we could maybe help with storage, rack bl endi ng
and in the distribution infrastructure.

We woul d cofund the devel opnent of
California projects that devel op and reduce
reliance on inported fuels, stinulate California
econom ¢ benefits. This particular el enent has
risen to the top, quite frankly, in the | ast

several nmonths. |It's of utnopst inportance and
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think this funding, |I'mvery hopeful, won't be
swept away in our budget problens we have here in
the state, because | really do think the seed
noney that we can provide for econonic devel oprment
in the state is nmuch nore valuable now than it was
even si x nonths ago.

We will explore |oan financing for sone
options. That neans we will be hoping to work
with the Ofice of the State Treasurer in the area
of tax-exenpt bond financing to perhaps be able to
offer lowinterest or |oan guarantees for
producti on of fuels and manufacturing of vehicles
in the state as an econonic tool.

Unfortunately, given our budget
situation now, a |ack of a budget that addresses
the large deficits, the State Treasurer's Ofice
is not floating bonds. Bonds aren't very
attractive at this point. So there will be a
considerable lag tinme once we resol ve our budget
probl ems until those bonds becone avail able for us
to use again.

But we may find other ways to provide
| oan guar ant ees by using some of our nobney for a
| oan loss fund that can actually continue on wth

| oan guarantees without the State Treasurer's
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Ofice.

We would Iike to cofund the devel opnent
of fueling stations to support flexible fue
vehicles. Bill, did you hear that? GCkay. Cofund
projects to maxinize early GHG emi ssion reductions
in medium and heavy-duty narkets.

And the | ow carbon fuels. These are the
ones that -- actually these are the alternative
fuels that we have cone to know and actually are
the leading alternative fuels at this point.
Natural gas, primarily, and, of course, to a
smal | er extent propane.

We'd like to provide rebates for light-,
nmedi um and heavy-duty vehicles, coordinated with
the Air Resources Board, local air districts and
the ports. And support the devel opnent of
advanced-, medium and heavy duty natural gas and
propane engi nes, fueling and fuel storage
t echnol ogi es.

And support natural gas and propane
fueling stations that are close to vehicle fleets
and popul ati ons.

Sone of the recommendati ons we have are
to offer rebates in coordination with ARB --

vehicle differential cost, cofund transitiona
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technol ogi es. Cofund fueling station projects to
support fleets and other buyers. Explore |oans
and | oan guarantee options as | nentioned.

This last category is the inproved
vehicle efficiency. This is very inmportant, not
only to us, but to the Air Resources Board, as
they are expecting large gains in vehicle fue
efficiency to capture the needed benefits that
woul d be required under AB-32, the @ obal Cinate
Sol utions Act of 2006

They are in the scoping node now for
that program But if you read that it's heavily
dependent upon inproved vehicle efficiency.

Now, you nmay be aware that the USEPA had
not granted California a waiver to inplenment AB-
1493 which will reduce our tail pipe enissions, CO2
em ssions. But we think at this point with the
new Admi ni stration the USEPA will be granting that
wai ver quite soon. And | think the Air Resources
Board is taking steps right now to assure that the
vehi cl es produced, even now, will neet those
standards. And they are inforning the auto
conpani es appropriately.

The aut o conpani es have been given

bai |l out funds, as well, so we do hope and expect
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that they will be able to conply with the
California standards. The California standards
don't stand by thenselves. There are another over
20 states that wish to take up our standards, as
wel | .

W want to work with the ARB's air
quality inprovenent programto devel op and
denonstrate nedi um and heavy-duty hybrid
technol ogy, particularly hydraulic hybrids and
di esel and alternative and renewabl e fuel engines.

We'd like to cofund vehicle and
conponent devel opnent for various engine fuels and
mar ket niche applications. And this is an
opportunity, and we've been approached by many
engi ne devel opers, to try and have variabl e fuels,
not in one engine, but engines that can be adapted
to different fuels, nore than just diesel or
gasol i ne.

Now we're getting to the funding
recomendati ons for the nonGHG categories. As |
nmentioned, these will be very nuch stressed as we
see that we have a |l arge need for econonic
devel opnent and wor kf orce training.

We want to support the devel opnent of

sustai nability, best managenent practices,
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standards and verifications prograns in the state

as we enbark on these new fuels.

We want to cofund the devel opnent of

gover nment standards, guidelines

and

certifications. |I'mparticularly interested in

this one because if we're to provide incentives

for fuels and vehicles, | don't want those

23

i ncentivized fuels and vehicles to bunp up agai nst

i npedi nents that are kind of placed in the roadway

for roadway and market devel opnent for these.

I think we woul d be wasting sone of the

i ncentive noney if we did not address early on

some of those potential inpedinents and make it a

snmoot her course for these new vehicles and fuel s

to travel. | think it would snmooth the way and

ready the nmarket for these fuels.

I think it

woul d be wise to do so, and to invest that noney

upfront before the incentives are in place, is to

nme the right timng

So we're going to be reaching out to

state agencies, to a certain degree federa

agenci es, and local agencies, as well, to see if

we can help with the setting of standards and

certifications, and help to nake the certification

of vehicles and fuels and fueling facilities
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easier to get to.

Li ke to cofund prograns to educate
Cal i forni ans about the available fuel and vehicle
technol ogy options that will be out there. |
think there are some out there. |'mnot sure that
the general public is fully aware of those. And
so would like to enbark on a public education
programthat better infornms people of the
avai | abl e options that we have now, and those that
we' |l be developing in the future, as well.

We' || be funding anal ysis and program
activities out of sone of this funding.
Unfortunate, as we stand here today, we have not
been able to access any of the funding, so we're
doing all that we have done, the investnent plan
and everything, up to this point based on just the
st andard budget.

We are not accessing the funding
avail abl e, but once we are able to do that, we
really want to informthis programin the best
possi bl e manner so that each year when we prepare
an investnent plan it is the nost inforned and
basically isolates the risks and inproves the
probabilities for success as we go forward.

There's an awful |ot of devel oping

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

25
information in this field right now, particularly
in the sustainability of the different options.
And so we want to stay abreast of that, not just
abreast of that but | think we want to help | ead
the di al ogue in some of these things, as
California is many tinmes wont to be. And | think
that many other states nmay or nay not |ike that,
but I think we're still anxious to maintain that
posi tion.

Stay current and influence the future,
as | say, of funding decisions to reflect market
changes, research insights, and financing trends.

Provide incentives to accelerate instate
use of |ow GHG eni ssions and fuels and vehicles.
Expl ore tax exenption |oans, |oan guarantees for
sonme options.

Here's an eye chart for everyone. |'m
not sure you can all see it. But here are the
draft allocations according to the categories |'ve
just nentioned for the 75 and 101 nillion dollar
respectively for the next two fiscal years.

You can see low carbon is 26, | think it
is. There's the eye chart problem And ultra | ow
carbon is 10. Super ultra low at 18. Efficiency

i mprovenments at 7. NonGHG category is 9.
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Manuf act uring and production incentives $5
mllion.

It pretty nuch goes on a relative ratio
basis for the next year, as well, as we increase
for the next two years.

Sone of the advisory conmittee coments
that we received on our draft investnent plan that
was rel eased on Decenber 23rd are enphasis, should
we give it on the 2050 goal s rather than the 2020
goal s.

We did a backcasting to cover all years.
We think 2020 is inportant for the statute. W
think 2050 is quite inportant to set the
trajectory that we will need to be on. As |
mentioned earlier, we'd like to better informthat
trajectory and that plausible scenario in the
future to make sure that we have assessed the
technol ogi es, the fuels, the costs of devel opnent,
the risks and the probabilities of those
technol ogi es and fuel s obtaining the marketshare
that woul d be needed to neet our 2050 goals.

More dol lars should be directed toward
the super ultra | ow carbon category. M xed
f eedback on the benefits of funding retrofit and

conver si on projects.
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I"lI'l just go through these. |If we have
guesti ons about these later I'll be happy to
answer those. Stronger support for EV fueling
infrastructure and distribution |eve
infrastructure

More focus should be on econonic
devel opnent, potential for the program And yes,
we get -- yes? Electric vehicle fueling
infrastructure. Fueling infrastructure, | guess
maybe. We can have an argunment whet her
electricity is a fuel or not. That's a little
esoteric discussion we could have naybe | ater

Addi tional coments nmade were need for
better understandi ng of how sustainability
criteria will be applied. More support is needed
for the high risk technologies. This is where we
hope to be able to see the devel opnent and
| everage the innovation of California. Sone of
those that are not necessarily directly apparent
to us now.

We need to devel op nore conpel ling
argunent for the program and that will be in the
next draft.

Cycle returns frominvestnents back into

the programto stinmulate additional funding and
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gromh. That is a comment that was nade that is
somewhat difficult to do, given the seven-year
life of the program To actually fund sonet hing,
get it up and operating successfully, and returns
back fromthat investnent back into the program on
areal-time basis is difficult to be reallocated.
So it's a good idea, but it's practically maybe
has a challenge to it.

Need a stronger |ink between a K-

t hrough- 12 educati on at workforce devel opnent.

Here is the programinpl enentation
schedul e that we are on right now, as we speak.
We're doing the public workshops right now.  Next
nonth we will be presenting the revised investnent
plan; the committee draft will be rel eased and
hopeful | y adopted in March, in the spring.

Being a little bit w der open, not a
nonth but a season. It will be the season of
solicitation hopefully. W wll be -- we've
al ready begun preparing the solicitations and we
hope to rel ease those in the spring.

Qur funding is not effective until the
Secretary of State accepts the regulations that we
devel oped on a parallel path. W hope, and our

target date is late May for that.
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When | say that, that's when funding can
sl ow, but we hope to have solicitations out,
proposal s in, perhaps eval uated and approved at
the Energy Commi ssion business neetings. And so
those are in queue and ready to be funded the day
after the Secretary of State approves our
regul ations. That's our goal

So we're not going to wait until they do
that until starting the program W want to kind
of front-load this process, as late as it is, so
that we are still active during this tine as we
wait for the regulations to be finally adopted.

Here's ny information. And Tim d son
was going to be here with us today, but he woul d
have had to drive back to Sacranmento and then over
to San Jose tonight. | figured he needn't do
that. So you've had to listen to me for this
entire presentation.

Thank you for your attention. And I can
take some clarifying questions now. | think we're
actually okay on tine, | think, so. W have other
presenters com ng at about 10:00, so if there's
any questions |'d be happy to take those now.

Yes, Bill?

MR. BRUNNELL: You mentioned cof undi ng.
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MR. WARD: Yeah

MR, BRUNNELL: When do --

MR. WARD: Excuse ne, would you pl ease
identify yourself for the record.

MR. BRUNNELL: I'msorry; I'mBill
Brunnell and | have a gasoline station in --

MR WARD: Cofunding is basically we're
asking, we want to cost-share projects. W don't
want to own the whole project. W don't want to
fund the whol e project.

It's in ny experience, and especially in
the infrastructure, which you're directly
interested | know, is that it's better if people
have an interest in the project, in the gane, if
you will.

And so we would fund a portion of the
project. Typically we identify pieces of
equi prent, not that we would own them but just
that the val ue woul d be accommpdated i nto probably
a grant agreenent.

| should also nention that we are
interested in using solicitations such as program
opportunity notices, and not requests for
proposals. A request for proposal is a very

| aborious process. |'ve had nore experience and
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better experience with program opportunity notice,
which is a nore streanlined process, ending up
with grants or block grants for fuel stations.

The sane, in kind of a different way,
grants are basically rebates for vehicles. So if
sonmeone's going to buy a vehicle we may help with
the differential cost of that vehicle, after the
federal costs are taken out, any tax credits. W
woul d be targeting the renmmining differential on
that vehicle with state funding. So, basically
the peopl e have already cost-shared that vehicle.

In a simlar way, infrastructure would
be on a cost-shared basis. Don't have
det erm nation of percentages yet at this point, or
size of projects yet. That's being conming up in
our solicitation.

MR. BRUNNELL: And then the other
guesti on was about the possible |oan guarantee --
possi bl e (inaudible) when will you know what ni ght
be avail abl e?

MR WARD: Well, | was just in a neeting
a couple of weeks ago with M chael Paparian. You
may be familiar with him he's with the Sierra
Club years ago. Now he is the director of the

California Pollution Control Finance Authority in
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the State Treasurer's Ofice

And he nmentioned at that tinme that
because of our bad budget situation that we have
right now -- incidentally, we were just |lowered to
the, I think the | owest rating of any other state
in the union right now as far as bond rating,
credit rating.

He kind of stated what is apparently
obvious is they're not going forward with selling
bonds at this point. G ven our dire
ci rcunst ances, nobody would really be that
interested in these bonds.

The basis of the low interest or the
guarantee, itself, would be proceeds from bond
sales. And he was saying that if we had a state
budget tonorrow bonds probably would not be sold
until June or July. It would take that much of a
lag time to recover.

So, |I'mhoping that we can conme up with
anot her mechani sm for some of our funding to put
into a loan | oss pool so that we can actually work
with the existing commercial banks that are out
there, and basically support any of their
potential |osses in that |oan | oss pool

Yes, nm' am
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M. SIMUNOVIC. M first question, on
the funding preference is are there going to be
any -- well, | don't see here on your site any
preferences to direct investnent in | owincone
areas that are disproportionately inpacted
sonetines by pollution and by the inpacts of
gl obal war ni ng.

And so |'mwondering if that's something
that was discussed at all at the advisory |evel
And if that's sonething that you' ve considered.

Li ke, for exanple, at Tulare there's a |ot of
natural gas projects happeni ng now, using the

met hane fromthe dairies. And that's a | owincome
area with a |ot of negative inpacts fromthe air
pol lution and fromthe dairies that are in that

ar ea.

And |'mwondering if there's been any
di scussi on about how to drive investnent in areas
that are usually in need of such investnent.
That's the first question.

Then the second question would be while
there's a push for -- see if there's a push in
alternative fuels, and you di scussed increasing
| ocal i zed production of ethanol for different

types of crops, not just corn, |'mwondering at
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the sane tine how are you going to nonitor
protecting, insuring that there's not |ocalized
i ncreased pollution with the siting of, you know,
alternative -- of |ike ethanol production
facilities, especially here in the San Joaquin
Val | ey.

And that's a huge concern for us
because, as you know, not only are we going to be
one of the hot spots for global warmng, we feel
the inpacts nore, but additionally we have the
worst air pollution.

And so for us it's really inportant in
the AB-32 debate that we tal k about co-benefits
and, you know, not only decreasing our greenhouse
gas em ssions, but also decreasing our air
pol lution, localized air pollution

So, |'m wondering what considerations
you guys have given to that, and what plans there
are noving forward to make sure that we don't just
i nvest in comunities that need it |ess, and that
we can drive these dollars to those conmunities
that need it nost. And also that we don't pollute
our area, which is already too poll uted.

MR WARD: Allow ne to state, just to

start, is that we're very aware of the San Joaquin
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Val l ey as being a very difficult area zone to work
in at this point.

I understand the terrific asthma, the
transient enmissions that cone to the valley. And
it is a min concern. As a matter of fact |
participated in a workshop here in October with
CERT, and at the community coll ege, and presented
on the 118 program and actually learned a ot from
that workshop, nyself.

I think it's a concern that we have. W
want to bring econonic devel opnent, workforce
training to this area. But, as | nentioned right
upfront, the sustainability aspect of what we do
is ever present in our mnds.

We don't want to exacerbate existing
| ocal problenms. W do want to help with economc
devel opnent and workforce training. And to
utilize the technol ogies and fuels that woul d have
a nuch | esser inpact. Not just to do things the
same way we've al ways done them

I"mhoping in our programthat each year
we will be advancing the quality of the projects
that we have going forward, and the em ssions from
them and the enmissions fromthe vehicles, as

wel | .
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We're just starting in the first year
but I'mjust going to state to you our commitnent
is to make sure that we do, starting off, do no
har m

We were asked to cone up with -- or the
Air Resources Board was asked to give us anti-
back-sliding regulations. And they have done
that. They've approved those, and those will
govern our program

So we will do not back-sliding any of
the environnental aspects. That's water, soil
air or GHGin any of the projects that we go
forward with.

But beyond just not backsliding, |
really think the opportunity for us is to inprove
things. And when | say inprove, that's just not
year to year, but considerably inprove themin
each year.

We think that in this area | know we've
met with Cruz Bustamante and others in the area
that are very interested in the | ow econom c areas
to see that we can develop themin a prudent way
that al so reduces the anbient air quality problens
in those areas, as well. W understand that

that's a two-edged sword and we're going to be
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very conscious of that.

CEQA holds a certain ambunt of renedy in
that, but we're not confortable with just CEQA
We do want to nmake sure that all the projects that
we go forward with, they must conply with CEQA
But we think that's a de nminins |evel and we need
to exceed those protections in everything that we
do, particularly in the chall enged areas both
economcally and air quality-wi se that the Centra
Valley is at this point.

So, | can't point to anything right yet,
but | can just tell you that's the way we're
| ooking at it. W don't want to avoid areas |ike
this because we think we can actually nake a
di fference here.

We don't want to avoid bringing economc
devel opnent to this area because we do think we
can nmake a difference here, as well. So | think
we can nmarry those two together, hopefully inprove
the anbient air quality.

And, of course, the dairies, if we can
hel p by hel ping them capture the nmethane eni ssion
which is the | argest greenhouse gas enitter in the
world right now, if we can capture nore of those

not only fromdairies and feedlots, but from
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landfills, as well, | think we're going to go a
l ong way in reducing our global clinmate change
eni ssions, as well.

We want to nake sure that not only the
GHG i s reduced, but criteria emissions are
reduced, so we're using the technol ogies that are
the cl eanest and reduce the anbient enissions that
we're all breathing anywhere we go in the state.

Furt her questions?

Yes, sir. Go to the microphone.

MR, HALL: Hi, Peter. Bob Hall, A-1
Al ternative Fuels here in Fresno. Just a point of
clarification and ask a stupid question.

This program - -

MR. WARD: There are no stupid
guesti ons.

MR HALL: Okay, | know that. This
program hasn't funded or hasn't entertained any
grants or funding yet, correct?

MR. WARD: That's right.

MR, HALL: And so the soonest that could
probably happen woul d be sunmmer, early fall?

MR. VWARD: |'m hopi ng May.

MR, HALL: You think May, you're --

MR. WARD: We've very hopef ul
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MR HALL: -- optimstic?

MR, WARD: Yeah. Well, we -- let ne
just give you an aside. W didn't tal k about
regul ations. W devel oped those, it's a |long
process to do that through the state. W were
asked to do that for the statute.

We' ve done that and been out to 45-day
conment period. And we've received very few
comments on the regul ations. So we have a very
good feeling that those regulations will stay
whol e and be brought into the Secretary of State
and enacted in late My.

As | nmentioned, we're going about the
process now of devel oping solicitations which we
hope to rel ease very soon after the adoption of
the investnent plan, itself.

And get those proposals in; eval uate.

Put them on a business neeting to approve them
the recomended projects. And so they will all be
kind of in queue at a tine when the regul ations
are approved by the Secretary of State.

W' re hoping the day after that naybe we
can cut checks.

MR HALL: So, again, you're willing to

even entertain any projects at this tine, or --
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MR WARD: We're not open to
solicitation yet, but we're hoping to in the
spring.

We do want to hear your ideas, though

MR. HALL: The ideas are okay, but you
don't want people nmaki ng funding requests at this
tine?

MR. WARD: No, we're not asking for
proposals. | want to be real clear about that.

We don't get ahead of our advisory conmittee, and
certainly not ahead of our Conmi ssioners at the
Energy Conmmi ssion who will be neking the decisions
on all this.

MR HALL: So you don't want |ike a
whol e bank of unnet funding needs sitting in
your --

MR WARD: Well, we'd like to hear where
the needs are in general. But we're not asking
for actual proposals that would have the detai
and the requests for funding.

So, we do want -- | think we need to
hear fromyou and from ot hers about where the
needs are. \Were, you know, in a prioritized
list, if you have that. Because we want to make

sure that our solicitations neet the mark
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So this is very inportant for us. This
is part of the process that we're in. Not only to
hel p explain the investnent plan, but also
encourage you to provide us information about
projects that are needed in your area so that we
can take that in when we're preparing
solicitations. So it's very inportant to us.

Yes, Walt.

DR LOSCUTOFF: Walt Loscutoff,

Engi neering, Fresno State. Quick question. You
nmentioned that your advisory board recomended
focus on K-12 education. And | think that's kind
of long distance.

In fact, 1'd |ike to suggest that you
| ook at both community college and university
education, because that would be nore direct, both
in ternms of say bringing in technicians or people
that are expert in this area

| assume that has not been excl uded.

MR. WARD: That's right, it has not been
excluded. It was -- the K-through-12 is often not
enphasi zed as nmuch, so | think that's why we've
enphasi zed it here.

But we're certainly |ooking beyond 12t h,

for sure.
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DR LOSCUTOFF: So it's not exclusion by
om ssi on?

MR. WARD: Absolutely not.

You nust be Carl a.

M5. NEAL: Hi, Peter. Yes, I'mCarla
Neal with the Green Footprint. M question is
we' ve devel oped bi odi esel fromwaste grease as a
pilot project. And I'ml ooking at devel oping a
green fueling station with alternative fuels and
technol ogi es that are conmi ng down the pike.

And my question is biodiesel considered
bi ofuel, as listed here? |I'mnot specifically
seei ng bi odi esel and --

MR WARD: Yes, it is.

M5. NEAL: kay, --

MR WARD: Let ne just nention that
we' ve used renewabl e diesel in a generic sense so
that it covers biodiesel and what will be
renewabl e di esel, biodiesel being the fatty acid
met hyl ester. And the renewable diesel, which is
nonesterified renewabl e diesel

We use renewabl e diesel, with a small

r*, as all enconpassing unbrella to cover both of
those. They're in the biofuels area.

And there are particular issues right
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now for underground storage of those. And these
are part of the focus that we have for the
standards and certification help that we hope to
provide, so that these things are not bottl enecked
and can actually make it in the market and be
di stri but ed.

MS. NEAL: My other question is on the
advanced feedstocks. What is your vision or view
for the Valley in terns of sustainability in the
ki nd of feedstocks that we can work towards
i nvesting in?

MR WARD: Well, |'m hearing al nost
every day of additional feedstocks for biodiese
and different oils, like |I heard nobst recently
about al gae and the potential for that.

I find it very interesting because it
can be produced froma lot of different sources.
And | think it's still in the devel opnment stage.

| was particularly interested to hear
that it can be produced fromthe em ssions from
power plants, for exanple. Taking sone of the CO2
and using it to, you know, to produce al gae for
bi odi esel

But there are an awful |ot of different

feedstocks. And | guess the point we're making is

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

44
that in sonme instances sone of the purpose-grown
crops have requirenents for water and tillage and
fertilizer and things like that.

Actually | want to, also in the next
hour here we're going to have a presentation by
Dr. Steve Kaffka, University of California at
Davi s, who's an agrononist. And he can speak to
some of the feedstock issues, sone of the
sustainability issues, and how we can actually do
things in agriculture that can actually foster the
devel opnent of new feedstocks for these -- for al
the different fuels, biodiesel, renewable diese
and et hanol, as well.

MS. NEAL: Thank you

MR. WARD: Any ot her questions?

Well, it's opportune that Sanmir Sheikh
has just joined us. He's with the Air Pollution
Control District here in the San Joaquin Valley.
And he's agreed to nake a short presentation on
the potential for partnerships that we at the
Ener gy Conmmi ssion can have with the District.
We're very excited about that potential

And 1'd like to hear nore about what
that potential -- what those potentials are for

projects that we can help wth.
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Sanmir, thanks for coning.

MR, SHEI KH. Good norning. Thank you
Peter, the rest of the CEC Staff. W'd like to
start off by just really expressing our
appreciation for you coning here in person and
havi ng this workshop here in the San Joaquin
Val | ey.

I think, looking forward to the input
that we get here fromour public stakehol ders here
in the region and inplenenting this really
significant programthat the CEC has to undertake
here with AB-118

Let's see here, apologize for my |ack of
preparedness here. | just got out of interview ng
some staff actually, and just happened to walk in
right at the beginning of this session here. So
really, again, appreciate the tinme here by the
CEC.

We did take a step back here to think
about, we've been | ooking at AB-118 for awhile
actually here at the Air District to see where we
think there's a |ot of opportunity to work with
the CEC.

| just wanted to provide a little bit of

background. This is really nore for the benefit
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of anybody who's not fromthe region, but just for
the purpose of what we talk about when | refer to
the Air District here.

We enconpass eight counties of the San
Joaquin Valley, ranging fromthe north, San
Joaquin County, down to Kern County in the south.
We are one of the larger air districts, not only
in terms of area, but also in popul ation

And one of -- the next slide here -- the
maj or issue for us, if you're aware of the air
quality situation here in California, is that we
are one of the two regions with the worst air
quality here in California. And there's a couple
of mmjor reasons for this.

We have a bow - shaped geography, the
nount ai ns surrounding us on all sides. Stagnant
weat her, foggy winters, hot summers. And, of
course, em ssion sources, which we're hoping to
tackle with prograns |ike the AB-118 program
That all really make a recipe for terrible air
quality situation here in the valley.

Even though we've nade great strides
over the years in regulating industry, providing
i ncentives for making reductions happen, we stil

have trenmendous chal |l enges ahead. Especially as
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EPA cones up with new standards for ozone and
particul ates, for exanple. W just have
trenmendous chal l enges in actually achieving those
st andar ds.

As a result of these different factors
we have a valley population that is severely
i npacted by air pollution, not only on the
criteria side, as we call it, which would be ozone
and particulates and all the health inpacts
associ ated with those types of pollution; but also
toxic diesel particulates, which, | think, is
going to be a central thene when we tal k about
fundi ng sources |ike the AB-118 fundi ng source.
You really can tackle both of these inpacts, as
well as the climate change inpact, which is
sonething I'Il talk a little bit about as far as
what we're doing there, as well

Just to give you a little bit of
background as far as the Air District and eni ssion
reduction incentives in our programthat we've
of fered here in the past. And, again, this ties
into directly the AB-118 as a potential funding
sour ce.

We've had a | ot of experience offering

i ncentives and grants here at the Air District.
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We have over 15 years of experience with very
successful voluntary incentive prograns.

Over the years we have awarded over $200
mllion, achieving a whopping, a huge anount of
eni ssi ons reductions, 63,000 tons of reductions
over these different projects that we've helped to
i ncentivize.

And we have a very successful program
here at the Air District, froma fiscal and
programmati c sense. W were recently audited by
three different agencies, by the Bureau of State
Auditors, the Air Resources Board and the
Department of Finance. Each of themreally
| ooking at our programfromdifferent aspects:
froma fiscal perspective, froma programmtic
perspective. And we received very successfu
audits by these different agencies.

And, Peter, 1'd be happy to provide you
with copies of those audits so you can take a | ook
for yourself and kind of see what sonme of the
comrents that were made.

But ARB, for exanple, did commend our
Air District for establishing several best
practices that other air districts use in

i mpl enenting their prograns.
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And one of the things that really make
our programvery successful froman air quality
perspective is that we are heavily over-subscri bed
because of the different things that we do and the
way we construct our program and inplenent the
various incentives that we offer

We' ve received nany nore applications
than we have avail able grants. So, for exanple,
ri ght now we have about $200 nillion worth of
applications in our queue with a much less linmted
amount of grant funds avail abl e.

And so what that really does is, one, it
really creates a demand for these incentive
dollars that could be very well used here in the
valley. But also creates this pool of projects
where you can actually pick really good projects
out of this bigger pool of projects.

Because of our success in adm nistering
these different prograns a lot of air districts
have actually conme to us also to inplenent the
dol lars that they receive.

So, for exanple, in our school bus
program we're inplementing that programfor a
nunber of other air districts that are surrounding

us here. W also do simlar work in the Carl
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Moyer incentive program

And |l astly, our board recently
reaffirmed its comm tnent to greenhouse gas
reduction. That's sonething that we typically
haven't worked with quite as much, as far as
cli mat e change

But through our clinmate change action
pl an that our board adopted, the board has
conmitted to | ooking for these reductions and
trying to find what we call win/win situations
cobeneficial projects that not only reduce
greenhouse gas inpacts, but al so achieve sone of
the other goals that we have as far as criteria
benefits and toxic benefits.

These are exanples of different prograns
that we actually currently run here at the Air
District. Here are sone of the major elenents, at
| east. The onroad heavy duty truck program |'l]
just quickly go through this list.

We have offroad ag equi pnent, and that
woul d include tractors and other types of offroad
equi pment. O froad construction and ot her
equi prent, nonag equi prent .

Qur | ower enission school bus programis

a very successful program W received about $40
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mllion over two years to spend there and are
severely over-subscribed as far as the nunber of
applications we've actually received from schoo
districts.

In our region in particular we just have
a nunber of ol der school buses. Not quite as nuch
funding in the San Joaquin Valley, so we have a
fleet that's typically older than the rest of the
state.

Forklifts; ag punp engines;
electrification; ag being our main industry here
in the valley. W have a nunber of diesel and
natural gas engines that could really use sone
cl eaning up, and so we do have a | ot of projects
i nvol ving ag punp engi nes.

We have supported alternative fue
vehicles and infrastructure in the past. W' ve
paid for CNG stations and natural gas fleet
vehicles, et cetera.

We have a programtargeted at |ight- and
medi um duty vehicles. W do sone creative stuff
i ke tel ecommunications, enpbility. You know,
we' ve paid for counties setting up their essential
permtting structure through a website to

m ni m ze, you know, traffic going into the county
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of fice.

W' ve paid for bike paths and ot her
bi cycle infrastructure. Transit subsidies. Van
pool subsidies. Trying to encourage folks to take
alternative transportation.

W' ve al so funded alternative fue
vehicl e nmechanic training to try to build sonme of
that side of the infrastructure, as well.

And we operate a pretty creative car-
crushing programthat actually profiles and
targets the high-emtting vehicles in the valley.
And we're actually looking at ways to better that
program and even inprove it and add additiona
funds through AB-118 on the BAR side, not so nuch
on the CEC side, but on the BAR side, as well.

We have other prograns. W have a
greenhouse gas nitigation program W have a
nunber of agreenents that we're entering into to
reduce greenhouse gas eni ssions from vari ous
pr oj ects.

We have a fireplace/ wood stove change-
out program G een yard nachi ne, where we pay for
el ectric | awnmowers.

We do a nunber of technol ogy

denonstration projects. One that we're very
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excited about right now, that | think follows very
closely in line with the mission of the AB-118/ CEC
programis the hydraulic hybrid project. Which we
recei ved sonme funding for. And there's other
i deas that keep coming up for that type of
pr oj ect.

And we enter into a nunber of other
special projects to receive -- to incentivize
en ssi ons reductions.

And so really, you know, as far as
opportunities for collaboration we see our mission
very closely aligned with the nmission of this new
programthat the CEC s undert aki ng.

We are very interested in collaborating
with the CEC and | ocal partners, other folks who
are interested in these projects, to find these
cobeneficial projects in the valley.

And when | say cobeneficial, you know, I
really want to enphasi ze that because we really
think the majority of these projects are
cobeneficial. |If you can achi eve greenhouse gas
reductions, you nost likely are going to achieve
some of the other criteria and toxic benefits, as
wel | .

But there really is a snmall subset of
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these projects where you can risk actually
i ncreasi ng maybe a toxic inpact while you're
reduci ng a greenhouse gas i npact.

And a really good exanple of that just
briefly is with a dairy digester, for exanple.
You know, you m ght reduce a | ot of greenhouse gas
em ssions by installing a | agoon, you know,
covering up a dairy |lagoon and capturing those
gases. But if you burn that gas through, you
know, an uncontrolled engine or a flare, you're
creating NOx and you're creating other types of
pol lutants that we're trying to avoid.

So that's really where we enphasize the
cobeneficial side of this and just being careful
with how we fund these projects.

The Air District does offer an
experience programw th infrastructure. This is
what we do here. W have a whol e depart nent
dedi cated to this kind of work.

And we al so of fer potential cofunding.
| think that's really inmportant here, where, you
know, if you can take sone of these dollars that
are avail able through the CEC, match themup with
sonme of the other dollars that we night have

avai |l abl e here, and actually make bi gger projects
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happen. | think there's a |lot of potential for
that, as well.

And just to sumit all up, you know, |
think through our program here, and we'd be able
to offer sone pretty quick and early
i npl enentati on of these projects. Wth our over-
subscri bed prograns we have applications in the
gueue. Be pretty easy to roll these applications
into sone of these prograns.

These are just sone of the categories,
you know, this is a subset of the other |ist of
projects that we offer. But, you know, a |ot of
these, you'll notice, are alternative fuel -type
projects, infrastructure, vehicle devel oprment,
depl oynent .

Di stributed fuel power generation. You
know, there we're tal king about, you know,
potential LNG liquefying, dairy digesters, comni ng
up with fuel processing. You know, naybe
converting fleets to natural gas. There's a |ot
of concepts, | think, that we can work with to
achi eve those goal s.

Fuel nechanic training, alternative fue
nmechani ¢ training; light- and medi umduty vehicle

support. Ag pumping efficiency inprovenment. |
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think that, you know, anything you do for fue
ef ficiency basically achieves both greenhouse gas
reductions as well as criteria and toxic
pol | ut ants.

Aboveground tank fuel storage.
Efficiency inprovenents. C ean yard equi pnent.

Bi omass incentives. One of the mmjor issues,
chal | enges that we have right nowis really
supporting biomass. In this econony and with the
way the market's working out right now, it's
getting very difficult to actually support or to
i ncentivize alternative ways of dealing with

bi omass. And so anything we can do there to try
to help that situation.

Bi cycle infrastructure and nobility.
Transit subsidies. And then any other project
categories that | think we can brainstormtogether
with the stakeholders and with the CECto try to
col | aborate on sone of these projects.

That is nmy brief presentation. | don't
want to, you know, take the show away fromthe
CEC. Again, | want to thank you for being here in
person and for listening to us. And we | ook
forward to working with the stakeholders and with

the CEC on this program
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| don't know if we have tine for
gquestions. | can either take sone now or |ater
But 1'd be happy to -- do we have sone tinme right
now, Peter? Ckay.

Does anybody have any questions? Ckay,
| think himfirst, and then we'll go over here.

DR KAFFKA: Hi, Steve Kaffka. Could
you el aborate a little bit nore on your policies
towards dairy digesters and, you know, |C engi ne
generator sets and whether you see tradeoffs as
appropriate in that setting?

MR SHEIKH. It's a very good question
It's a very tricky issue because there are a | ot
of benefits to a dairy digester. You know,
there's not only the VOC reductions that you night
see, for exanple, but better handling of the
manure; routing it through a nore efficient manure
management process.

You know, you're getting rid of some of
t he odor and nui sance-causi ng, you know, for
residents that mght live around the dairy. It's
very beneficial to capture a |ot of those gases.

But the primary concern that we have is
with the NOx that you might generate fromthe

wi de-scal e novenent of noving into digester
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systens that have these power-produci ng
conbustion-ori ented processes.

So, really our position on that right
now is that, you know, right now any digester
goi ng through that sort of a process would have to
get a permt fromus. And we have sone very
stringent linmts that we've been enforcing through
that permtting process to reduce those NOx
em ssions and the, | guess the negative inpacts
that you might see fromthat kind of a project.

So that's sort of taking care of itself
when you go through that pernmitting process. W
are expecting some pretty | ow enissions fromthat
conbusti on process.

But we think, you know, we are trying to
encour age sone technol ogi es denonstration
projects. For exanple, for fuel cells, for
m cr ot ur bi nes.

We're building flexible pernmits. In the
cases where fol ks have tried to propose an engi ne,
for exanple, as a primary nethod of producing the
power, we have built flexible pernmts where we're
al l owi ng sonme testing and sone flexibility in the
em ssions limts that we're going to establish as

a result of that kind of an operation
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So, you know, we've run sone
calculations. |If 300 or 400 dairies out of the
1500 dairies in the San Joaquin Valley, you know,
were all to put in, you know, fairly clean engines
as the power-produci ng nechani sm for those
dairies, it would basically wi pe away all the
reductions that we've achieved fromall the other
sources that we regul ate under our rules.

I think we estimated about 8 tons per
day of NOx would result fromthat nunber of
dairies installing that nunber of engines as a
result of these digester projects. And we don't
want to see that happen. W don't want to see
this major NOX increase as a result of these
pr oj ects.

So, we're working with, you know, we are
working with the state and with the dairy
st akehol ders and di gester stakeholders to try to
find some solutions for that. And we're
supporting some research to try to | ook at
alternative and cl ean ways of burning the gas.

We support gas-injection projects, for
exanple. If you can clean up the gas and route it
through a pipeline and do sonething el se, rather

than burning the gas on the dairy. And there's
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can do that that's
i ssue.

i ssue, obviously,

sone cases, of the

greenhouse gas benefits and sone of these criteria

benefits.
And so | guess that's

answer that. l'"'mnot sure if |

the best way | can

answer ed your

qgquestion or not, but we are trying to find

solutions to that problem

MR WARD: And | think you had a

guesti on?

M5. NEAL: Yeah. M question relates to

NOx. We have a valley filled with conpression

engi nes because of the workhorse qualities that

these engi nes have. And have historically kept

the economy going in this valley in trucking and

agriculture and people pulling heavy | oads.

And so ny question is

about the NOx.

We've got like two contradictory sort of, if you

will, -- sort of a barrier. W

ve got, you know,

a mandate and incentives to increase use of

bi odi esel and bi ofuels here in the valley.

And at the sane tine,

t he bi odi esel

testing that was just released at the state |evel
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shows that there's significant reductions in three
of the four criteria pollutants, and significantly
reduces greenhouse gases, particulate matter, and
these things. And yet there's a slight increase
i n NOX.

And | see northern California and
southern California nore enbraci ng biodi esel and
bi ofuels than | do in the valley. And I'mpretty
sure it's because of the NOx.

And so |' mwondering what technol ogies
do we have in reducing that NOx? Because that's
the one pollution | know we need to deal with

My understanding is catalytic converters
that can reduce that. Wat other information do
you have about that that we can | ook at so we can
al so knock that pollutant out of our valley?

MR SHEIKH. Well, that's a very good
and tough question to ask because it really is a
dynam ¢ i ssue right now, the issue of biodiesels
and what role they play in alternative fuels and
the whole air quality picture.

We are | ooking at the research that
you're tal king about. | mean this is sonething
that we're very interested in. The NOx inpact is

of concern to us.
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We do recogni ze the benefits that you
m ght see in sone of those various biodiesels
dependi ng on the feedstock on the particul ate side
and sonme of the other side. And that's very
i mportant to us from an environnental justice and
toxic inpact as far as getting rid of sone of the
di esel particulates and replacing themw th naybe
some of the biodiesels or other types of fuels.

But the NOx inpact is of concern to us.
I"mnot sure that |'m aware of, you know, one of
the major issues right now with heavy-duty trucks
in general is, you know, the | oom ng 2010 standard
and trying to get those, you know, the catal ysts
and technol ogi es devel oped and i npl enented to be
able to nmeet that standard for the diesel trucks.

And |I'm not sure how much work is going
on right nowin the biodiesel to try to, you know,
the issue with the state and with a lot of these
prograns is that, you know, typically we only pay
for verified technol ogi es, technol ogi es that have
been denobnstrated over various, you know,
durability cycles and over a lot of different
factors to actually work, and easy to mmintain, et
cetera

I don't know if, for biodiesels, you
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know, we're already up against the clock for just
regul ar, you know, kind of the wi de, run-of-the-
mll diesel truck. And I'mnot sure for
bi odi esel s whether there's really any sort of
verified solution for NOx yet.

I think we're very open, though. |If the
research shows that there are overall benefits,
for exanple, with biodiesels, or if there's no net
negative inpact on the NOx side, you know, | think
froman EJ perspective and a toxic perspective,
think we'd be supportive of that kind of a
pr oj ect.

But I'mnot sure that we know, really,
enough right now to have a final sort of official
position on biodiesel. W're working on it
currently, looking at the situation, sort of |ike
you are, and trying to evaluate where we are with
t hat .

And if we hear about good projects that
are win/win situations, we'd be supportive of
t hem

Does anybody el se have any questi ons
before I -- I'"mgoing to stick around actually
until 11:00, so if you're interested in talking to

us about any potential projects we'd be happy to
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talk to you.

MR, SHEIKH. Ckay. Thank you very nuch.

MS. NEAL: Thank you

MR. WARD: Next we have anot her
presenter. Roger Teschner is fromthe C ean
Cities Coalition in the San Joaquin Valley. And
Li nda Urata reconmends Roger highly and we want to
hear nore about it. | guess he's going to be
talking to us, |I'mthinking, maybe about his ATTE
program | don't know how | got that inpression
Thanks, Roger.

MR, TESCHNER.  Good norning. Thank you,
Peter. 1'mhere representing Clean Cities
Coalition. Linda Urata is the actual coordinator
for the San Joaquin Valley Coalition. She's down
i n Bakersfield doing other duties, as she does on
a daily basis.

| brought sonme handouts that | did not
put out -- they're out there now -- that you m ght
want to pick up as you do | eave

And | want to read this so you can
understand it and get a little bit nore clear
pi cture.

The San Joaquin Valley Clean Air Cities

is a partnership of public, private agencies and
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busi nesses who want to inprove air quality in
California' s central valley, okay.

Qur goals are to clean the air and
reduce the dependence on foreign oil by reducing
petroleumuse in the transportation sector

Qur stakehol ders devel op public and
private partnerships to pronote alternative fuels
and vehicl es, fuel blends, fuel economy, hybrid
vehicl es and idle-reduction technol ogies. W seek
to devel op cooperative joint ventures which will
hel p busi nesses and nmenber agencies conply with
air and transportation regulations in a cost
ef fective manner.

kay, that's a big mouthful, but
basically what we're there to do is help pronmote
i deas and activities, partnerships, collaborations
to help clean the air in the central valley.

We are currently going through a
nmenbership drive. W' re |ooking for stakehol ders.
We're | ooking for nmenbers on the board of
directors, okay. Qur board of directors neets
once a nonth and we discuss a |lot of the things
that are going on.

There's sone fornms outside the door here

for menmbership. Menbership is $50 a year for a
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singl e, okay, $100 a year for a multiple, okay.
So, please, if you might be interested or you know
of somebody, | encourage you to take one of those
and becone part of the Coalition. | know there's
some nmenbers that are in here right now And it's
a very wort hwhil e cause.

Yes, ATTE is ny position. |'ve been
with the Coalition, the Clean Cities Coalition
for alittle over four years now M position is
I'"'mthe Director of what's called the advanced
transportation technol ogy and energy initiative.

It's along word, it's along title.

W have ten centers in the state of
California. W are at the community college
level. And we do anything that has an engine. W
do land, air, rail and sea. W do things such as
GPS, GS, intelligent transportation. And we just
recently took on energy. So we also do solar, we
do wind, we do geothermal, and we do tidal power.

And our goal basically is very sinmlar
to what Cean Cities' is. W try to reduce our
dependency on petrol eum based fuels. W offer
curriculum we offer training. W offer training
in the areas of all the alternative fuels. W do

cylinder inspection for CNG trucks.
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Hydr ogen, we're doing sone biodiesel
And one of the activities that | do get involved
in, it's very sinilar to what Sanmir was talking
about as far as the recycling or retirenment of
gross polluting vehicles, okay.

I work with a nonprofit called Valley
Clean Air Now. Okay, | don't know if anybody has
heard about them now, okay. It's Valley Can
They basically cover the whole San Joaquin Vall ey,
as wel | .

I'"ve been working with them for about
four years now, doing an event. And |I'msure sone
of you have heard about it, it's called the Tune
In Tune Up event. It's a volunteer activity on a
Sat urday where we advertise and have people bring
their vehicles, or drive their vehicles to our
| ocati on.

And we basically use comunity coll eges,
okay. W've usd all the -- well, not all of them
but San Joaquin Delta, Mdesto, Merced, all the
way up and down the valley, down to Bakersfield.

We use the college location. W have
peopl e drive their vehicles in and we do a
tail pipe sniff, okay. Basically deternine if they

are a high polluter. |If they are a high polluter
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Vall ey Clean Air Now issues that driver, okay, a
coupon that's good for up to $500 worth of free
repairs, okay.

It has been very successful. W are
going to be doing our 13th event in March down in
Bakersfield. W nornally do about 350 cars a day,
okay, on a Saturday. W are going to increase
that and we're going to try to do 500 vehicles in
a day.

It's a very well received event. W've
done themin econonically distressed areas such as
Arvin, Avenal and Parlier and it's been very
successf ul

And we also work with the Bureau of
Aut omotive Repair. And they have their vehicle
retirement programthere, as well, that they
pronmote. And if the owner so desires, they're
eligible to get the $1000 paynment for themto turn
their vehicle in, and the vehicle gets crushed,
okay.

So that's -- again, those are sone of
the things that the Cean Cities is also involved
with me on. | guess | can -- just wanted to give
a qui ck overview

I f anyone has any questions or not.
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Like | said, we sure could use nore stakehol ders
and nore people participating and we wel cone the
opportunity to work with everybody.

MR, WARD: Roger, | have a question.

MR, TESCHNER:  Sure.

MR WARD: And we tal ked about it a
little bit before this neeting. There's
specul ation now that in Washington with the
economic stinmulus bill that the Clean Cities
organi zation, under DOE, is going to be getting a
consi derabl e ambunt of funding. | think in the
Senate it was 400 nmillion and the House 300
mllion. They'll go to conference to resolve
t hat .

So, | think it should be nentioned that
there are awfully good things in store for the
Clean Cities organizations in the state. You have
13 coalitions in the state, and --

MR TESCHNER Right.

MR. WARD: -- and yours here is a very
active one. It was a treat to hear about all your
-- the tuneup program that's excellent, | think.

| imagi ne you have sone ideas for somne
of this funding. 1In the past the Clean Cities

organi zation has gotten 13 nillion at the top
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annually. And now they're thinking about 350
mllion in one year

So it will be kind of all hands on deck
to see how we can partner with you, and you with
us, and spend that nmoney wisely for alternative
fuel s and vehicl es.

MR, TESCHNER:. Yeah, thank you. Yes, we
just had our |atest meeting, our board of
directors neeting. And one of the things that
Linda is working on to go through the ATTE
organi zation, as well, is CNG tank inspection
okay.

Trying to get sonme -- PGEE used to
sponsor a lot of that training, okay. | think
those funds have dried up, as well, okay. W're
trying to get sone noney to offer that same type
of training, but utilize instructor staff fromthe
Advanced Transportation Technol ogy, the ATTE
centers.

I have a gentleman here that is being
recertified, so we will be able to offer that
training here locally, as well, okay. W have
trained people, |I think, at eight of the ten
| ocations for ATTE that does teach, okay, cylinder

i nspection, okay.
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We al so have people available to teach
hybrid training, okay. W have diesel. Like
sai d, advanced -- excuse me, GPS, AdS. |If you're
| ooking for anything on intelligent
transportation, the effect of an efficient
novement of vehicles, we do that, as well.

Just to show you the versatility, we
al so have our Sacranmento center does a couple of
different things. They do -- actually three --
they do aviation training, okay. They do
| oconotive training, okay, the rail. They do the
air and they al so have -- we al so have three
centers that have a notorcycle program okay, that
teach notorcycle technicians, okay.

So we are, you know, expandi ng out.
Agai n, Long Beach does a | ot of CNG down there.

So we do have the -- you know, there are nany
di fferent things.

If you're interested, again | have sone
busi ness cards. |'ll put sonme business cards out,
but our website is attecolleges.org. ay. And
that will give you a good overview of the
| ocations and what sone of the projects that we
actual ly are doing.

Any questions? If not, thank you very
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nuch.

MR. WARD: Thank you, Roger

The next presenter is Dr. Stephen Kaffka
fromthe University of California at Davis. He
wants me to call himSteve, I'mstill not
confortable. He's the doctor, Dr. Kaffka to ne
because | really highly respect him

Thr oughout out process of AB-118, | have
vi ewed Steve as a very wel cone breath of fresh air
and rationality to the process. He's got the
boot s-on-t he-ground perspective, which | think is
excellent. He's kind of both worlds, on the
ground and in academia. And his contributions
have been invaluable to us as we've gone forward
wi th our investnent plan.

St eve.

DR KAFFKA: It's always a little
difficult to live up to an introduction so kind
l'i ke that.

Just a few things for introduction. [|I'm
going to tal k about bionass, and particularly
agricultural biomass. Here in Fresno and in
Fresno County and in the San Joaquin Valley in
general, we're in one of the nost extraordinary

agricultural environnents in the world. And
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anybody who's traveled or |ived abroad knows that.

Productivity and diversity of crops are
unexcel | ed when we have water, of course. But so
| just want to talk a little bit about the -- and
we don't have very nuch tine because there's a
nunber of speakers on the program but a little
bit about the potential of agricultural biomass
particularly fromthis region, as playing a role
in meeting sone of our fuel, biofuel needs.

I, in fact, think there is a role for
farm and and products in hel ping the state neet
its very very denmandi ng carbon targets. | don't,
in fact, see how the state can do it w thout
agricultural bionmass at |east as a contributor.
Not necessarily the sole source.

But to put things in perspective, we've,
all of us -- sonme of this doesn't show up very
well, there's sone very fine dots. You have you
strain to see the red dots on this slide -- on
this screen, but those of us that are -- yeah,
there you go, good; thank you very nuch. GCot a
good guy here.

We can all congratul ate oursel ves for
living right at the peak of that curve. This is

right now That's the peak of the oil era. The
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coal era, the black line, will last longer. |
nean there's |lots of coal around, but it's not
clearly as good a source of energy froma fossi
expectati on.

Prior to this oil and coal era, hunman
Iife has been powered by biomass. And, in fact, a
| arge portion of the population of the world stil
is primarily powered by biomass.

So the question for us in the future is
to what degree we will rely on biomass either in
an increasing anount or in a sustained amobunt in
the future

Just for agriculture, one of the things
that's happened -- historically, if we were going
to increase our use, our productivity from
agriculture, historically people had to expand the
area of land that they used.

Now, in the nodern era, since the fossi
era began we haven't had to expand our use of
agricultural land. |In fact, it's declined to sone
degree. O not increased nearly at the sane rate
as the productivity of the land has occurred.

So we've had this intensification
process of using fossil fuels in our productive

processes that has led to not only agricultura
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surpluses for the nost part on a world scale, but
al so a disassociation fromthe need to expand our
| and use.

Now, sone of this has led to gl oba
warm ng. And scientists have been busy collecting
data. | have to thank Greg Mtchell from UC San
Diego for this slide.

So there are quite, you know, clearly
signs of global warming. But on a nore serious
level, we do -- many of us are famliar with this
Mauna Loa curve

So the question is can we both naintain
our agricultural productivity, and also look to
agriculture for sonme feedstock supply or
substitute source for petroleumto help to reduce,
to sone degree, this increasing rate of CO2
accunul ation in the atnosphere that is, at |east
the mpjority, probably derived fromfossil fue
use.

Now | ' m sure you saw some policy slides
earlier. This cones fromthe Energy Conmi ssion
Ken Koyanma put this together. W are all of us,
on a carbon diet. W are nowin California on a
car bon diet.

The state government has conmitted
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itself, and us with it, to reducing our CX2
outputs. And as you can see here, there's quite a
bit of enphasis on finding alternatives and
renewabl e sources of transportation fuels. And so
that's where we think agriculture comes in.

The energy conpanies are very concerned
about this. So reiterating what | said just a
m nute ago, it seens likely that all sources of
inputs will be needed to neet both the standards
and al so even the supply necessary.

For the background you can see the San
Joaquin Valley along the west side there, at the
peak of the irrigated agriculture some years ago.
To what degree, or how can we think about our
agriculture perhaps contributing to this.

I"'mthe current Director of the
California Biomass Col |l aborative. It was
established initially led by Bryan Jenkins in the
Depart nent of Biological and Ag Engi neering at UC
Davi s.

But it is a statew de organi zation. It
i ncl udes acadeni cs, governnent fol ks, nonprofit
sector, people with biofuel and bi oenergy
busi nesses. You can all join, it's free. Go to

bi omass@cdavis and you'll find it; and you can
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sign up and becone a nenber.

One of the things that the Bionmass
Col | aborative does is to collect data and create
estimtes of the anount of avail abl e bi omass by
sector and by location around the state. This
information is useful for people who would like to
have a business. It night be useful for people
who are interested in thinking about whether they
want to contribute feedstock.

And so these are sone of the current
estimtes of the potential biomass available in
California and its location. And a distinction is
made between what is actually out there physically
and what might be technically recoverable.

Now, all those estimates of technically
recoverabl e are subject to change. |'mgoing to
talk to you about a nethod that we're proceeding
with currently to try to i nprove our estinmate of
the technically recoverabl e biomass from
agricul ture.

This is fromsone recent work fromthe
Col | aborative that shows, that tries to link the
infrastructure in the state. These, sone of these
are terminals of rail-lines and things |like that

where biomass is actually physically | ocated.
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And you can al so see sone projections
for the use of biomass in the future. You can
see, you know, lots of sources. Not only -- we've
been tal ki ng about agriculture here, but also
there's forest biomass, there's waste grease that
soneone nentioned a little earlier ago, there's
stover and straw and tall ow and ot her sources that
we anticipate will be inportant in the future.

Now, there's a lot of uncertainties
about all this. And just think a little bit about
it, and for a little bit of tinme. W still, |
nmean, nobody knows yet what are going to be the
best feedstocks for bionmass, broadly defined
bi omass processes.

How are we going to actually pay for
this and contract this, and get this to happen
So, for exanple, down in Inperial Valley there are
at least three groups that are trying to establish
sugar cane for production

One of those fol ks makes a very good
point that it was a |lot easier with corn, because
the corn was already there. Al you had to do was
di vert sone for fuel

If you're going to try to establish

sugar cane, which for exanple is a perennial, you
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first have to grow it out. But that's before you
build the factory. So what do you do with it
while you're growing it out. And how do you pay
for it and how do you get growers to do it. And
then you can't build a factory till you get a
sufficient supply. So, it's kind of a chicken-
and- egg process.

So, all those kinds of processes affect
the potential for starting ag-based bi onass
busi nesses, and many other types of bionass
busi nesses.

There's constant evolution in ternms of
the technol ogy of how to convert biomass of
various sorts. Should it be ethanol; should it be
for biodiesel; should it be thernochenical; should
it be biochem cal. What conbination of all those.
Those are still things that are really very much
in research and in play.

Public policies are evolving. W have
taken a | arge nunber of steps in California with
AB- 118 and AB-32 and other policies. But even
those are still evolving in the sense that the way
in which they're going to be inplenented, the
rules that are going to be used in howto

cal cul ate things and what qualifies or not are
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still being developed. |It's hard to nmake an
i nvestment without that kind of certainty.

And, of course, the price of oil. Wo
woul d have thought a year ago we'd be at 38 bucks
a barrel or 39 bucks a barrel, when it was 140-
sonet hing. And who woul d have thought it was
going to be 140 two years ago. So there's a |ot
of volatility and there's a lot of uncertainty in
t hese things.

Now, Californiais a -- w're clearly a
hydraulic | andscape. Qur agriculture's intensive.
It's high-valued. It's largely dependent on
irrigation. So the question is can and should we
produce these biofuels in California. And if so,
where. Those are really the key questions.

The nost |likely crops in that short- to
md-termare the things that we know about.
Certainly corn is the major feedstock for ethano
in California. W don't grow corn for grain that
much. Mst of our corn in this part of the world
is for silage and for feeding cows. But there is
still some corn

Sorghum can substitute for corn. The
Eur opeans use wheat and other snmall grains to nake

ethanol. All the oil seeds are potentially
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feedstocks for biodiesel if they're in surplus and
avai |l abl e at a | ow enough price.

Sugar crops are al so feedstocks for
ethanol. And also for other sources of energy.
So in the Inperial Valley | nentioned sugarcane.
Sugar beet factory in the valley here just closed.
But there's a growers coop that's interested in
per haps pursuing sugar beet production for ethano
and other fornms of power. Sweet sorghum m ght be
a good crop in the central valley. | think it
coul d be.

In the longer run we're going to be
| ooking at things that are maybe perennia
grasses. And maybe even ready crops like a
j oj oba, jatropha, paulownia. And I say, finally,
al gae. Actually, we don't know when al gae mi ght
become commercially viable. 1It's not commercially
viable currently yet, but it has potential, like
all these things that have potential

I think many growers would like to
reduce their input costs for fuel and stabilize
its price. And so there's sone potential, there's
incentive to try to address that, perhaps through
agricul ture.

This is just alittle bit of data from
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recent projects on canola production. Sonme of
this was done at the West Side Research and
Extension Center. This data is fromup on the
Davis canpus. And it shows variety trial yield
di fferences in canol a.

This is planted in Novenber and
harvested in May/June. You can see nitrogen
response curve. That's the straight line. Pretty
much responsive to nitrogen. And you can see the
green and the black bars are differences between
varieties and irrigation, plus or minus irrigation
inadry year up at Davis. That was 12 inches of
rainfall there.

And the next one is just a little bit of
work froma recent sweet sorghumtrial at the
I mperial Valley station. W hope to establish
trials at West Side and Shafter this year, as well
as at Davis and Inperial again. You can see
yields of different varieties froma sumer-
pl anted/fall - harvested crop.

These are just not here for you to
necessarily, you know, ponder what the data neans
in this case, but just to show that there's sone
agronom ¢ work going on in these areas.

Just want to finish up by talking
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briefly about a project that, in fact, we're
working on, |I'mdown here partly to work on today
with a grad student who's with me here, Fujin Yi,
fromagricultural and resource econonics. And a
bunch of the farm advisers who work in the valley,
inthis part of the valley, and el sewhere in the
state, as well as sone professors from
agricultural resource economcs.

And it's also part of our bioenergy work
group. |If you Google that, you can join that.
That's a cooperative extension-rel ated work group,
if you're interested in feedstock production

We're trying to estimate nmuch nore
realistically what are the real thresholds or
potentials for some alternative crops that we can
nodel on farnms actually in the area.

This is just, again, for background.
Those of you who know about agriculture, or even
the | andscape in general, realize it's not
uniform And the opportunities and the
constraints that farners face vary across the
state.

So here you can see just a map of soi
formation and soil disposition, and where, you

know, as you go fromthe west side of the valley,
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this is looking fromthe delta north, but the west
side of the valley into the valley bottom the
ki nds of crops that you find on the various types
of soils that have fornmed, and how the crops and
the soils fit together.

As you go north and south, as you go
farther north you have nore rainfall; as you cone
down here you have a | onger grow ng season and
it's warner, but you have less rainfall. On the
west side you have salinity issues.

So each of those conbinations cause a
whol e different set of constraints with a whole
di fferent set of kinds of potential solutions for
growers

So if we were to calculate the average
recovery fromfarmcrops across the whole state of
California we'd both over-estinmate and under -
estimate the potential for individualized bi omass-
type enterprises. So we think that this needs to
be done on a nore individualized basis.

| just, again, put a slide in to show,
you know, those of you that are down in this part
of the world know t he west side, which is a great,
hi ghly productive region, also has these saline

sodi ¢ ar eas.
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But there are opportunities even in
those areas. They night be actually great
opportunities to re-use drai nage water and saline
salts for the right kinds of crops. Which m ght
al so not only be feed sources for cattle, but also
bi omass sources for power and energy.

So, we're using these econonic
optim zation nodels to better estimate the actua
potential of biofuel crop production residue use
in California. And we want to estinmate the yield
and the cost goals that we need to introduce
bi of uel crops into California.

As an agronom st | want to know how hi gh
a yield of sweet sorghumdo | need to achi eve, and
at what cost of production to make it interesting
to grow. So that's a nice target for ne for ny
research. And it would be true for any of these
other crops. So we can get this kind of
information fromthem

We al so can use these nodels, if they're
accurate, to estimate, say, well, what if farnmers
get extra noney to store soil carbon, how nuch
could we store. And how nuch is that worth. How
much would it have to be to get themto produce a

certain kind of crop.

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

86

What if there is an N20 constraint, a
nitrous oxide loss constraint. O in other words,
what if we want to reduce that greenhouse gas,
what does that cost to have happen if you reduce
fertilizer inputs in the farm ng systens to neet
that constraint. And so on

So we want to create these realistic and
representative nodels. W're going to nodel each
of the najor areas of the state separately. And
within those areas we'll have separate nodels for
i ndividual farns to be able to predict these
potential s.

And we're using l|inear progranm ng,
which is an econom c optimzation technique. It's
nodi fied fromthe sinple linear programm ng nodel .
But what it does is it tells the farner what's the
best, nobst profitabl e conbination of crops for his
farm And it tells you then why didn't this other
crop get grown. How nmuch nore noney did you have
to get for it to have it cone into the rotation.
That's the kind of information that will very nuch
hel p us assess potential for a new crop |ike sweet
sor ghum

I"I'l just skip that. So, what are we

doing. We're actually surveying farners. [|'l]
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show you sone data fromthat. |In fact, Fujinis
going to be serving another two -- neeting with
another two growers tonmorrow in the area

Create nodel s based on the information
they give us. And then you can use these
sensitivity analyses to estimate the potential for
bi ofuel crops. | left out this is partly in part
supported by the Energy Comm ssion, because the
California Biomass Col |l aborative is also an Energy
Conmi ssi on-supported project. And the Energy
Conmi ssion wants to get realistic sanples.

So these are sone of the |ocations where
we have interviewed growers. W' ve done sone up
in the intermountain region, sone in the
Sacramento Valley, and the majority so far in the
San Joaquin Valley. W have sone interviews
schedul ed for Inperial Valley next week, actually.
So we're going to be going down there.

And sone, | think, we'll set up in the
Salinas Valley in alittle while. Surprisingly,
growers in the Salinas Valley, by their own
testinony, are interested possibly in grow ng
vegetable oil crop for diesel. Just they say, oh
we've got little spots where we can do it

Sur prising, even though they have an extrenely
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high land grant in alternative enterprises, there
seens to be interest in this anyway.

This is hard to see, though you do have
about 12 dozen screens here to view it on. What
you can see is the cost of production from sone of
the different growers that we've intervi ewned.

This isn't, by any neans, all of them

And just even looking just at alfalfa
the nunber in parentheses is the proportion of
that figure that's due to water costs. And | find
that -- Fujin made this slide, this is a nice
slide -- | find that very interesting because even
in the San Joaquin Valley growers have
substantially different water costs, and they're
not necessarily that far apart from each ot her

Could be due to different irrigation
districts, the fact that they have good wells or
not, what those wells cost themand so on

So, this kind of variation in cost
structure nmeans that there's variation in the
threshol ds at which crops could be produced at the
different farns.

So, we've tried to vary the purchase,
you know, taking just canola, which is a winter

nmustard oil crop, Novenber through June, and sweet
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sorghum which will be grown in the warm
weat her -- and the whole plant is harvested, it's
a bit like sugarcane -- you can vary the price
recei ved per ton, you can vary the yields over
certain range, and you can start to get an idea of
where the threshold points, at which different
growers will introduce the crop

And so here's an exanple from our
current nodel run for both sweet sorghum and
canola. And you can see there's a fair price
spread there, especially in the sweet sorghum
ar ena.

Now, we're going to continue to refine
our understandi ng of what the costs and returns
are for sweet sorghum as our research cones in.

So these nunbers aren't necessarily cast in stone,
but that process is ongoing. The same is true for
canol a and any other new crops that we do work on.

One of the things that seens apparent --
here you see sone sugarcane being harvested in the
Imperial Valley. |It's anicelittle piece of
machi nery, isn't it?

Anyway, if you think about it, you take
the sugarcane nodel, if you were a grower selling

just the biomass to the factory based on sone kind
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of potential ethanol yield, it night not be very
profitable for you

But, fromthat biomass you get ethanol
you get the gas is burned and you generate
electricity; there's waste material that night go
to animal feed. Three products. Sonebody
nmentioned you night capture CO2 which could go
into an al gae production system Possibly four
products, all of which generate noney.

So, then on a per-acrefoot of water-
basis or for acre basis, if sonme of that val ue
goes back to the grower it all of a sudden | ooks
not like the bottomend of the price differential
but towards the top end.

So it seens clear that sone sharing of
the whol e value chain is going to be needed to
generate this.

And it's also clear that sone growers
are willing to sacrifice sone profit for security.
In other words, if they have a long-term contract
that guarantees thema return on variable costs,
that might be worth nore than being in the crap-
shoot of growing a produce crop for a big price,
or losing noney. So, | think, in fact, there are

realistic and reasonabl e opportunities here.
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Just a bit about sustainability.
Sustainability is hard to define. It will be
defined, in part, through a set of rules,
regul ati ons and guidelines that the state, for AB-
118 and for AB-32 legislation, |like the | ow carbon
fuel standard, are actually formulated.

For nme, sinply sustainability neans the
ability to continue over tinme. You can also
associate sustainability with productivity trends
over tine, with soil health, or if you will, soi
quality over tine, and things that can be
nmeasur ed.

But there are other things. And | think
we heard an interesting exanple of it today, in
whi ch peopl e have to deci de about what they
believe is nbst inportant, where they start to
trade off values. Things that aren't necessarily
nmeasur abl e.

Soci al - and val ue-based i ssues, | think
can only be derived -- can only have a definition
of what sustainability neans in a constant kind of
di al ogue and process around what those val ues are.
Because, in fact, those things change. Wat we
value today is quite different than what we night

have val ued even five years ago
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things can be assessed in terns of trends. But
other things will have to have a process for
di scussi on.

And about those things, we get down to
sone of our personal and perhaps even sone of our
deepest values. So, we're tal king about
environnental issues. Sone people regard them as
noral and ethical issues. In fact, | think
there's good argunent to be made that, in fact,
many of themare. So that necessitates dial ogue.

There are things that we can neasure,
things that we can estimate, things that we can
predict. And then there are other things that
we'll have to be in a constant state of discussio
about .

So, what is a little bit of NOx |oss
versus a little bit of greenhouse gas gain worth
to us. Well, | nean, there are sone physi cal
consequences, but there are also some of these
ot her judgnent calls that have to be nmde

Can we produce biofuels in California
fromcrops and crop residues. | think we have to
consi der the issue of sustainability fromthe

start. And the regulations, | think, are going t
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try to do that.

I think we will know the nost, if you
ask ne, about the sustainability of the crops we
produce right here in the state. W'Il know a | ot
nore about it than we will about what the
Brazilians or the Ecuadorans are doi ng.

And | think that could potentially
provi de additional value, that know edge, for
f eedst ocks produced in California. And | don't
thi nk we should export all of our pollution by
i mporting our biofuels from el sewhere.

And remenber that the alternative in the
future isn't necessarily, you know, a nore perfect
bi of uel or a no biofuel use, or no agricultura
bi omass use at all, the alternatives aren't
necessarily better alternatives than the ones that
we have potentially for using sone biomass in a
prudent way.

So, just want to finish by mentioning
the bi oenergy work group. You can contact ne or
ny coll eague, Kent Brittan, in Yolo County. W're
co-chairs of that. |If you're interested in
participating in neetings and di scussi ons about
this, and perhaps projects, if you have a farm and

you want to work with us.
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And | did want to nention again the
California Bi onass Col | aborative. It's
bi omass. ucdavi s. edu. And you can join that and be
a part of this process, as well.

Questions?

Yes?

MS. SIMUNOVI C. (i naudible)

DR. KAFFKA: There can be. If public
policies nmandate -- you're interested in the food-
versus-fuel issue. |f you had a public policy
that said no matter what, we have to neet this CO2
reducti on standard for our -- we have to have 10
percent biodiesel no matter what, no natter what
it costs, that would tend to divert some of that
vegetable oil supply to biodiesel. And raise the
price of seed, because you have to buy it no
matter what it costs. And that would tend to
rai se the price of food for people who have very
little noney and can't conpete.

So you could have public policies if
they're not prudent that force that kind of
demand. In fact, that went on because the
Eur opeans had a mandate for biodiesel and the
price of oil seeds went through the roof |ast

year. People got $450 a ton for safflower, which
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is unheard of ever. They were very happy about
it.

On the other side it was quite good for
growers, because it was a |l owwater crop and it
was a high price, and they didn't have any water
anyway. So that was on the good side.

Cenerally the cost of food is higher
than the cost of the use of crops for energy. So
we're only going to use crops, in general, outside
of those distorting public policies when, in ny
vi ew, when we have surplus relative to the denand
for food.

So, generally I'mnot so concerned about
it, but there are potentials where you have third
world cities which are dependent on the inporting
of food fromthe U S. and Australia, or wherever
In the short run, until those countries revive
their own agriculture, due to higher prices that
they can get for producing it locally because of
the general rising of the price of food, in the
short run there's potentially problens with that
popul ation. Could benefit rural people, poor
people with access to land. Just that their
prices will rise.

It'll have a mixed set of benefits.
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don't think that the ag and crop use will be
necessarily in the future of the nmmjor source of
fuels, but it'll be a contributor and coul d have
positive benefits for agriculture.

Certainly if growers make nore noney it
keeps themin business, and keeps their | and out
of devel opnent in California.

A mxed answer, but | think that, in

fact, is the case.

MR. WARD: | have to say each tine |
listen to Steve | |earn sonething. And every
time. |I'mlooking forward to the next tine, too.
Thank you. It was a very good di scussion, a very

wel | -reasoned di scussi on about what we need to do
and what we need to avoid, | think, in the future.

We have sone blue cards here, and I'd
like to go through those. Carla, Carla Neal, with
Green Footprint.

MS. NEAL: (inaudible).

MR. WARD: Ckay, okay. Al right. |
know t hat we have a gentlenman from outsi de
California wants to nake a presentation to us
today. Mark Aubry with Smith, Snith EV

So, Mark, would you like to go ahead. |

think your presentation is already | oaded up
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right? Good.
This is a fascinating presentation by a
conpany that's actually producing EVs and they're
going to be available for here in California.

heard this | ast week from Mark. And | think

you'll enjoy it, as well.
MR AUBRY: |'mgoing to let this run
There may be sound, there may not be sound. It's

a four-, maybe five-nmnute clip. Shows you a
l[ittle bit about us as a conmpany. And I'ma very
visual person, | like to | ook at things as opposed
to just listening to ne.

And then 1'll make a brief conmment about
us and our expansion into the U S

(Wher eupon, a video was pl ayed.)

MR, AUBRY: (kay, thanks, Joanne,
appreciate it. Al right.

Again, ny name is Mark Aubry; |I'mthe
Vi ce President of business devel opnent and sal es
for Smith Electric Vehicles in the U S. And
want to thank Peter, even though he's not here at
the nmonent, thanks for letting us be here, the
CEC, Timdson, if he was here, and as well the
San Joaquin Valley District.

I"mgoing to read a basic brief overview
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of what our expansion involves conmng into the
U.S. Probably sone of the things that you see on
there you wouldn't normally expect to be in an
all-electric vehicle.

Most of the size of products that we
nmake really set us apart. Partly because we are
the world' s ol dest electric vehicle manufacturer.
And then, too, we make the world's largest all -
el ectric commercial products.

So, I'lIl read sonmething that is our
expansi on process conming into the U S., and our
desire to work with the California Energy
Conmi ssi on.

Smith Electric Vehicles Group is the
worl d's | argest manufacturer of all-electric
commercial vehicles. W are currently devel opi ng
the ZEV comercial nmarketplace in the U S

SEV, which is Snith Electric Vehicles
Group, a North Anerican corporation, will begin
produci ng the Smth Newton, of which you saw in
this short, brief video clip. That's anywhere
from16-5 up to 26,000 pound gvw, in m d-2009,
Based on its already popul ar nodel on the European
conti nent.

Qur facilities in the mdwest allow us
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to inplenent the initial 150 vehicles that we'll
have to launch. Various pre-qualified |aunch
partner fleets within this tinefrane

Smith Electric Vehicles already has a
California footprint, including upright powered
access, actually based right here in Fresno,
California. Qur nainstream engine and drivetrain
suppliers, which are based in the L. A region
along with our desire to build a service network
of enpl oyees and various introductory California
cities, of which that will come online into 2009.

So it's SEV's desire to introduce the
first 150 vehicles that we're bringing to the
California nmarket beginning this sumer. And with
the California Energy Conmi ssion's support, SEV
product portfolio will deliver the follow ng
benefits to California:

One, vehicle operations. There's no
tail pi pe em ssions. There's no vehicl e-based
di esel or gasoline fuel consunption. Fromthe
manuf acturing side, the California-based
conponents, supplier and support network buil dout.

From a mai nt enance perspective, a total
of four noving parts as opposed to over 1000 in a

traditional -style vehicle. You have the energy
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efficiency and environnmental benefits. The energy
security.

And last of all, which we think is a
pretty critical part, is a fully comercialized
full production line of electric vehicles. You
saw two of themlisted on there

If you have access to your internet
| ater on today, you'll see that we al so have a
col l aboration with Ford Mdtor Conpany here in the
U.S. That was just announced yesterday on
aut obl oggreen and vari ous nati onwi de newspapers,
specific to the transit connect, which is a 5000-
pound gvw. That will be an all-electric car, made
in collaboration with Ford. And their service
network hel ps us to continue to expand.

So, as outlined today in today's public
hearing, we recommend that the comercial ZEV
program opportunity be included in the California
Ener gy Conmi ssion investnent plan

We're excited about conming into not only
the state, obviously as you saw in there you'd
recogni ze Tony Blair. He is obviously the ex-
Prime Mnister for England. W are a UK-based
organi zation, but specifically a corporation that

has come here into the United States, bringing our
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technol ogy, bringing our R&D into the U. S

And have various entities within the
state of California. W're excited about taking
all of our launch custoners, which could be
anything, like in Europe with TNT, which is
simlar to a FedEx-type style operation, to a DHL,
to a British Airways.

A commerci al -type application. Sone 50
mles. Dense urban populated areas. And we'd
like to take all of these prequalified custoners
that have al ready taken vehicles or want to take
them and push them here into California.

So when we think that there's a
viable -- it's a viable product. |It's a viable
nmodel. And as well, if we can have the support

behi nd us fromthe Energy Comm ssion, we feel it

wi Il make a good process to nove here into
Cal i forni a.

So, with that I'Il open up to questions,
or certainly -- | will add, if what you didn't see

on there, it just said Edison conming in 2007. So
you can kind of see the age of that.

But | do have a Smith Edison that's
outside of the building today. |If you wish to

drive it at the end, it's a fully functi oning,

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

102
full production vehicle that we have in Europe.
It will be nade here in the States later on this
year. So if you wish to drive it, you're nore
than wel cone to

Yes, sir.

MR, SPEAKER: Would you identify
yoursel f, pl ease

MR. CLEMENTS: John denents, Kings
Canyon Unified School District. Have you
consi dered those for lunch delivery vehicles for
school districts, delivering neals out from
centralized kitchens?

MR. AUBRY: W've really not limted any
group or any custoner. Wat we've gone through in
this past year, ny teamhas really | ooked at
various business segnents. bviously the delivery
market is our perfect nmarket, like the DHL. That
wor ks very very wel |

On the other side, it could be catering,
it could be beverages, it could be schoo
districts, it could be colleges. And so we've
gone right down the list of all these nationw de
conpani es that are really part of a logistics
team They' ve got vehicl es everywhere.

But obviously, with the size of
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California and the size of the population, it's a
good fit. So we've identified various cities
throughout the state of California that we'd |ike
to inplenent the first vehicles in. So if it
i ncl udes schools, we'd certainly entertain the
i dea.

They work perfect as long as you don't
want to say, hey, | want to go over-the-road
trucking and I want to go from Sacramento down to
L.A. in a day. That's not the program

MR OLDHAM Joseph O dhamwth the City
of Fresno. Wat is the typical range of say your
class 5 chassis?

MR. AUBRY: W really have between three
di fferent options. Cbviously because it falls on
nostly a Ford product, we don't change the
payload. So if you can't deliver anything, or if

you can't nmove anything it's a pretty worthl ess

product.

Qutside of that, we limt the range in
order to capture -- we limt the speed, excuse ne,
in order to capture the range. So typically, like

on the vehicle, if you see it outside, we limt to
about 60 miles an hour in order to reach a range

of between 100 to 150 miles on a single charge.
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Now, we're working with conpanies, as
wel |, that are based here in Arizona froma fast-
chargi ng perspective in order to, instead of
waiting for three and half to four hours to have a
full charge, be able to nake that two or three
times in a given day, and really extend your
range.

MR. OLDHAM Ckay, so it's basically 60
m | es per hour and about 120 to 150 miles range?

MR. AUBRY: |t depends again on what you
want your range to be. If you --

MR COLDHAM  Ckay.

MR. AUBRY: |If you're worried about
range, then you need to keep your speed down. |If
you're not --

MR, OLDHAM Yeah

MR. AUBRY: -- so worried about range,
you can certainly increase your speed.

MR COLDHAM Well, that's pretty
reasonabl e for urban environnment. Thank you.

MR. AUBRY: | think one of the big
chal | enges that you see for any electric vehicles
is one, production. How many full road-worthy
vehicles are comercialized today that are

physically out on the road. Not a lot.
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And then certainly when you see the
vehicles that are in this size, neaning a gvw
capacity, you don't see a lot of them And so we
really feel that we have a good commercial niche
mar ket, but a very viable nmarket, as well.

Yes.

MS. NEAL: (inaudible) -- Is there like
a qui ck charge or how do --

MR, AUBRY: How do you charge --

M5. NEAL: -- there's a comercial end
and then there's the individual commuter. |Is
there a charging station that you al so have that
taps into the grid, like, you know, | have those
for my camera, the batteries. | have one that
charges in 15 minutes and one that charges eight
hour s.

I'"mjust saying, what kind of technol ogy
do you have to support nmking sure that these run
efficiently?

MR. AUBRY: Sure. Well, keep in mnd,
think one of the biggest benefits of our nodel is
that is in a comercial atnosphere.

So, let's again take a DHL for exanple.
Every norning they | eave their warehouse, it's

fully charged. They go out, and if you | ook at
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their nodels, again |'mjust using DHL, the

majority of their routes are sub 50 mles a day.
So, we would build the vehicle to have

at least an 80-nile range. They go out; they

| eave; they make their route; they cone back at

the end of the day and plug in at that sane

| ocati on.

So, as opposed to the passenger nodel,
where if | just want a car that's going to be al
electric, 1'd never know where |I'm going to be;

every day is different. Al throughout the given
day is different.

In this case, a DHL, again, for the
exanple. It's very controlled. Everything's
driven by data. W know and they know exactly
where the vehicle needs to drive.

So physically to the vehicle, itself, to
answer your question, everything is onboard. |If
you want to take it offboard you can do that, and
you can have additional infrastructure. That we
don't provide.

Back to answer this gentlenan's previous
guestion, we are working with offboard charging
conpani es, sonme of which are based in L.A., and in

California, to be able to help nove the vehicle
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around various |ocations. And, as well, to make
it have faster charging than even the four-hour
ti meframe.

MR, HALL: Yeah, what type batteries are
you using? And the cost and |life expectancy on
one of your typical applications?

MR AUBRY: | knew that question was
going to conme at some point.

(Laughter.)

MR. AUBRY: That's the million-dollar
question for today. O the vehicle that you'l
see outside, certainly the cost of it is over 50

percent in batteries.

So everything that we'll put here in the
US will all be lithiumion, iron phosphate
batteries. |In the European continent we offer you

that option, or we do, as you noticed on the
screen, we offer the Zebra technol ogy, which is
sodi um ni ckel chloride

If I show you sone of the old nodels
that we used to nake, they all used to be |ead
aci d.

You can kind of do deductive reasoning
that if you have a truck with big lead acid

batteries, it weighs so nuch, it only drives so
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fast, and you have najor linitations.

So the cost, part of what we have
identified in the need for bringing in these
vehicles into the commercial narketpl ace, again,
using a DHL for example, is they know it fits.
They know it works because it fits in their
routes. But they need the additional nonetary
help to offset the first year's cost, initial
capitalized cost.

We' ve already identified what our costs
are going to be into year nunber two and year
nunber three. And our costs will already go down
by as much as 40 percent for the second year
beyond, only by based on econoni es of scale.

So, the product that you'll see outside,
if you get a chance to drive it, is extrenely
robust. And we've had these products; they are
full production products in Europe. They will be
full production products here in the U S. using
the sane technol ogy. And they've been out on the
road now for four-plus years.

MR. BRUNNELL: What's the battery life?

MR. AUBRY: Battery life, that's right.
| knew there was one piece that | was m ssing.

Battery life, the product, itself, whether it's
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based on Ford or whether it's on our Smith
chassis, will be three years, 36,000 miles on the
regul ar chassi s.

The batteries, we do a five-year,

100, 000-nmi |l e warranty on. The expected life, we
woul d see, is between the seven- and ten-year
range. The only thing that really changes that,
i n perspective, is again how nmany fast-charging
duty cycles that you have.

So, that ten-year range is what we woul d
say is confortable.

Any ot her questions?

MR, SHEEHAN: What's the sticker price?

MR WARD: ldentify yourself, please.

MR SHEEHAN: Ti m Sheehan with the
Fresno Bee.

MR, AUBRY: \What's the sticker price.

MR, SHEEHAN:  Yeah.

MR AUBRY: Typically it's 2X of what
you woul d normally pay for an equival ent and size
vehicle. That's the easiest way to put it in a
broad audi ence |ike this.

MR, SHEEHAN: And the bulk of that is
for battery?

MR. AUBRY: For batteries. And, again,
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that's where we say automatically we know, based
of f of our econonies of scale, and |I shoul d
mention that, we're only going to create 500
vehi cl es.

So one of the things that we shared | ast
week was a | ot of conpanies that have gone into
this EV market, of any size vehicle, they've cone
out and said, we're going to produce 10, 000
vehicles. And they go to the battery manufacturer
and the battery manufacturer is like, there's no
way; you know, we haven't put out five, let alone
10,000, so we can't nmke that happen

We're coming to it with a very realistic
nodel, very linmted in the production. Not
because we have limtations or because they have
l[imtations, but we want to be realistic.

Next year, we'll certainly grow that.
But based off of those econonmies of scales and in
those nodel s we already know, through our battery
manuf acturer, that that cost will go down
dramatically.

Any ot her questions?

kay, thank you very nuch

MR. WARD: For those of you that don't

know, DHL used to be a conpany that operated in
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the United States.

Al'l right, we have one nore presenter
This will be John Clenments. He's the Director of
Transportation fromthe Kings Unified Schoo
District.

He's going to show us a short CD, and
I'"mnot sure those that are on the phone will be
able to see this, but if you need a break it'll be
about a minute and a half.

MR. CLEMENTS: A nminute and a half,
yeah; and then naybe sone questions. |I'mwth a
little rural school district, 600 square mles if
you call that little, serving about 9000 students,
part of Fresno and Tulare County, just to the
south of us here.

And we've had t he pleasure of working
with Senpra, | see Col by there, as they're our
utility provider. One-third of our fleet is now
CNG out of the 67 buses that we have.

And we've worked with the California
Ener gy Conmmi ssion since 1993 on AB-35, -- Save
School Bus Program And the fine fol ks here at
the San Joaquin Valley with the | oweni ssions
school bus program

We're looking to forma partnership
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currently in a project that we believe could very
easily be supported through AB-118 funding. A
partnership with our local Cty of Reedley and
surroundi ng school district neighbors to form what
woul d be a regional transportation center that
coul d of fer educational opportunities, alternative
fuels, opportunities to renew and cook those cl ean
air particulate traps

Let's run through this and then there
may be some questions. This is the conplex. W
currently own the property. This is our goal to
build this conpl ex.

(Wher eupon, a video was pl ayed.)

MR CLEMENTS: This would be a
conbi nation joint city/corporate yard facility and
school district facility with alternative fuels,
| ocated in the center, that woul d be shared, as
well as a common wash facility with recycling
wat er .

Thr oughout the conplex we're planning to
of fer sol ar-covered carports, busports, where you
could plug in your hybrid electric vehicle, plug
in your slowfill CNG

(Vi deo playing.)

MR. CLEMENTS: |It's a little choppy on
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yours. That's okay, we hadn't planned for this,
had we?

(i naudi bl e) buildings and al so trees
that have a high carbon intake. The alternative
fueling center would offer biodiesel, ethano
products, |ow sulfur diesel and CNG

In addition to owning the 40 acres we
currently have also a mllion dollars coming from
CMAC funds which California Consultants been
wor ki ng to obtain for us.

The plan is to actually have a
regenerating sonewhere on there where we can
assi st our truck neighbors, our ag nei ghbors and
actually regenerate their particulate traps. Also

of fer those alternative fuels to our neighbors, as

wel | .
Thanks for the opportunity to share.
MR. WARD: Thank you, John. That's
interesting. | know this has been in the works
for quite a few years. |'mhoping that we can

make it to the finish line with this. This is
very anbitious, but it's an exceptional project
for this area, | think.

We have one nore request, a blue card,

from Col by Morton (sic) fromthe environnental
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affairs of the Southern California Gas Conpany.

M5. MORROW Ch, |I'msorry, | just want
to provide coment.

MR WARD: Ch, --

M5. MORROW | didn't want to -- | just
want ed - -

MR. WARD: Ch, no. Cone on, make a
| arge presentation.

(Laughter.)

M5. MORROW | can't sing, but | mght
dance a little. Okay, fine. I|I'msorry, | didn't
understand the blue card situation.

I's now an appropriate tinme for ny
comment ?

MR. WARD: |If you'd speak into the
m crophone and identify yourself --

M5. MORROW Yes, sir; yes, sir. W
nane is Colby Morrow, I'mw th Southern California
Gas Company and San Diego Gas and Electric. And
it's really nice to see the CEC here in the
valley. | nean | |ooked at the sign-in and this
is a pretty nmuch | ocal audience, and we really
appreci ate that you came here today.

On behal f of Southern California Gas

Conpany, and we're part of the California Natural

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

115

Gas Vehicle Coalition, which submtted witten
conments on the plan, a couple of comments we'd
like to offer is that it is a two-year allocation.
And that we really support funding to neet the
2020 goal, because | know that, as you nentioned
in your slides, that there were sone people who
were concerned that we should really put the nobney
towards the 2050 goal s.

But yet we, you know, this is just two
years of the funding. And we really support the
2020 goals, which is a nandated goal in AB-32.

And that we really think that natural
gas is a great alternative fuel that is viable,
that it's currently available. And because of
ki nd of anbivalent policy direction in the state,
it just really hasn't been realized as nuch, the
possibility, as much as it could.

And that it really is a true bridge to
2050 goals with you can use it as natural gas
hybrids; you can use just |ike gasoline hybrids.
You can blend it. And hydrogen, CNG fuels.

And so if we look at funding for
infrastructure, CNG infrastructure that is stil
needed in the state, and particularly in the San

Joaquin Valley. | drive a CNG Honda Civic. And
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we really do need infrastructure.

My personal little request would be if
you can get all the public stations to upgrade to
the VISA cards instead of having to have a
different fueling card for all the different
stations, that would be a really wonderful thing
for nme, personally.

But, just that the existing CNG
structure and new CNG i nfrastructure, the existing
can be upgraded to acconmodate hydrogen. And the
new stations can be planned for hydrogen, which
really furthers the goals towards fuel cells and
ot her types of advanced technol ogy.

And then the other big part of ny
conments relate to biomethane, particularly here
in the San Joaquin Valley. And we had the
conversation with Sanir and Dr. Kaffka about the
di gesters at the dairy plants.

And while if you take that bionethane
and put it into the pipelines you' re displacing
conventional and natural gas, say, for energy or
electric production. |If you can utilize it onsite
to produce fuel, you are really getting a much
better greenhouse gas reduction

And so if there's a |lot of benefits, and
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we really think that the Conmi ssion shoul d | ook
further at bionethane. That it really wasn't
i ncorporated into the investnent plan at its true
possibility.

And | think that's it. Thanks so much.

MR. WARD: Thank you. | know you neant
to say also that we nmight want to | ook at the
exi sting infrastructure we have for CNG so that we
can refurbish, upgrade and expand that. Because
many of the cylinders and the tanks needs to be
recertified. And that's true for the vehicles,
the school bus fleets, as well.

So that's sonething that is in our
i nvestnment plan. | think we do say bionethane in
the investment plan. And we're trying to feature
that nore promnently. W do see that as an
excellent area. It takes a, typically in a |low
carbon category fuel, which in and of itself, can
add up to 20 percent reduction of greenhouse gases
and criteria emssions. But it can nove it up to
ultra, or possibly even supra ultra.

M5. MORROW Right, and actually that, |
failed to mention that. Right nowit's classified
as a biomethane, it's classified as an ultra | ow

And we really do think it should be categorized as
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a super ultra low. And we would like to see that.

As well as the conpany supports the
Clean Cities Coalition and training. And | just
think right now there's so nuch synergy with the
stimul us package. You know, 118, the Air
District, there's so nany possibilities for
col l aboration that we really think that we shoul d
go forward with the technol ogy that, you know,
exi sts.

And put that in place while research and
devel opnent of newer other advanced technol ogi es
goes on.

MR. WARD: Look forward to The Gas
Conpany's participation in cost-sharing these, as
wel | .

Are there any other questions? Yes,

MR. OLDHAM  Thank you. Joseph O dham
with the City of Fresno.

I"d just like to add a comment that the
City of Fresno, for years, has been investing in
alternative fuel infrastructure and technol ogy.

One of the things that we're extrenely
excited about, AB-118, is the opportunity to blend

many of these technologies in a broad scale.
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A few years ago we invested in a plug-in
CNG hybrid electric refuse truck. And brought
that to fruition. And it's been operating very
successfully for about a year now. And we've been
very excited to see the potential of that
technol ogy, and how effective it is in performng
its daily duties.

The drawbacks have been that it uses
| ead acid batteries, which added a | ot of
addi ti onal wei ght.

We're excited about AB-118 because we
see this as an opportunity to invest in sone
advanced technol ogi es that we think would really
take, as Col by nentioned, conventional alternative
fuel s and el evate themto a much hi gher |evel of
reductions in both greenhouse gases and criteria
pol | ut ants.

One of the challenges with biodiesel, of
course, is the NOx. But, if that biodiesel-
power ed vehicle was a hybrid, then potentially we
could significantly reduce the overall NOx
em ssions on this vehicle bel ow what a
conventi onal - power ed bi odi esel vehicle woul d have.

And then, you know, thereby having sone

further benefits, and allowi ng that biodiesel, as
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a nore viable alternative in the San Joaquin
Val | ey.

So, | guess ny point would be that I
woul d just encourage the CEC, as they devel op
their investment plan further, to | ook at these
possibilities of blending varieties of
technol ogi es together to really get the best
opportunities for us as we go forward.

And we certainly support the AB-118
program and | ook forward to a very very positive
program for this.

Thank you.

MR. WARD: Thank you, Joseph.
Congratul ati ons on your blending of a couple of
di fferent technologies there. And I'mglad it's
wor ki ng well for you. And can be optimzed. And
that's what we're | ooking forward to.

| have to say that |I've worked with the
Cty and County of Fresno for many years in
cooperative projects with John and Ki ngs Canyon
and the Clean Cities, as well. | guess that's one
of the benefits for hanging around as |ong as |
have.

But this has been a very very fruitfu

area for partnership with the California Energy
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Conmission. |'mpleased to be here, and it's our
pl easure to bring our roadshow here to Fresno.

Any ot her questions or comments today?
Yes, Bill.

MR. BRUNNELL: One nore question. | sit
on ny kid's finance committee for our schoo
district. And it was looking |like there was no
way they woul d take any noney away from educati on.

What are the chances, in light of how
dire the state's budget situation is, that they
could pull funds fromthis progranf

MR. WARD: For what specifically?

MR. BRUNNELL: Well, the 120 nmillion in
fundi ng that you guys have, or 75 million for
2008/ 2009. |Is there any possibility that that
fundi ng can be noved from our group here?

MR WARD: Oh, it could be pulled, being
taken away fromthe Energy Conmi ssion?

MR, BRUNNELL: Yes.

MR. WARD: | suppose in these budget
times, which are fairly unprecedented for
California, and for the nation, | think anything
is possible. And we certainly hoping that won't
happen.

| think it would be a shane because of
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the econom c devel opnent that we're hoping to
foster with the funding that we have

Because what |'m hearing, not just here
at this roadshow workshop, but all the calls that
| get, this is very inportant funding for economc
devel opnent and to start a transition away from
petrol eum fuel s and through reduced greenhouse gas
and criteria emssions, as well.

It would be a real shane, because
think this is an opportunity that provides
California cost-share, now the federal governnent
will be bringing funding, as well. So this is
kind of a synergismeffect that |I'm ]l ooking
forward to. And | think it would be really a
sharre.

It would cone at the exact wong tine,
and | don't think the funding anbunt that we have
in this programis on the scale that would
actually inprove the chances for us to get a
bal anced budget in California.

But | do think it is adequate seed noney
for us to make a very large difference if we can
start econom ¢ devel opnent workforce training in
Cal i forni a.

Yes, Bob.
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MR, HALL: Bob Hall, A-1 Alternative
Fuels. Since you're primarily taking conmmrents,
think, | have many custoners that have a | ot of
interest in CNG vehicles right now.

As many of us are aware, this vehicle
technol ogy on CNG has far out-surpassed the
infrastructure issue. As sonebody, also, that
drives a CNG vehicle, you know, |I've had ny -- a
nunber of times where |'ve had ny fingers crossed
hopi ng, you know, if | just had a little bit nore
heat, | hope it's warm enough and ny pressure
stays up till | get to the next fueling station

I think there really needs to be sone
enphasis in this plan for infrastructure for CNG
At least to get up to where the vehicles are now.
Because the performance and the reliability and
the upgrading of vehicles, like | said, again is
far, far surpassed the infrastructure

MR. WARD: A good point, Bob. W are
going to be featuring infrastructure, not only for
our new infrastructure, but refurbishing and
expandi ng the capacity of existing infrastructure.

I share the experiences with you. 1've
been cl ose to out of fuel on nany different

alternative fuels over ny lifetinme. And
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infrastructure is very inportant to ne.

I"ve been in infrastructure programin
the past. This is sonething that's going to be
very inportant. | think it's the bricks-and-
nortar investnent that provides a platformfor
devel opnent of increasing the nunber of vehicles
and fleets and the usage. Therefore --
absol utely.

So | think it is a good sound
i nvestment, one we can cost-share with other
partici pants and stakeholders. | think it's
excel | ent.

MR. HALL: Peter, they're not comng to
Reedl ey. | take VISA MasterCard, Anerican
Express. And ny arrangenent, we can neet your
fuel needs thanks to grants fromthe Energy
Conmi ssi on, again, and several other sources.

(Parties speaking sinultaneously.)

MR HALL: Well, | don't know, | was
down to 1.95 the other day, so --

MR. WARD: So, Bob, John, Col by, John

(Laughter.)

MR WARD: |'mglad we've had this get-
t oget her.

Any ot her questions or comrents?
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Wel |, on behal f of the Energy Conm ssion
| really want to thank you all for conming. This
has been educational for me and | really
appreciate all your interest.

Pl ease stay tuned to our process because
we do want to be an effective elenent that can
bring sone transition to the central valley, as
wel | .

Thank you, all.

(Whereupon, at 11:37 a.m, the workshop

was adj ourned.)

--000- -
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