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PROCEEDINGS
AUGUST 3, 2011 9:07 A_M.

MR. NG: Good morning. My name is Anthony Ng with
the Renewable Energy Office. And at the workshop today
we”ll going over possible changes to the Emerging
Renewables Guidebook.

Just a few housekeeping things to get out of the
way First, for those of you not familiar with the
building, the closest restrooms are located through the
doors you came in, If you turn left, they will be on your
right-hand side. There is a snack bar on the second floor
located just above the stairs and then straight ahead.

And lastly, in the event of an emergency and the building
needs to be evacuated, please follow our staff to the
appropriate exits. We will reconvene at Roosevelt Park
located diagonally across the street from this building.
Please proceed calmly and quickly, again, following the
staff from this meeting, so just in the event of an
emergency .

So the agenda today, as you can see, i1t Is going
to follow the format for those of you who had signed up at
the previous workshop, 1’11 be going through a brief
presentation, presenting the major changes being proposed
in this latest edition of the Guidebook. At that time,

we’re going to allow attendees both in the room and online
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to make comments, and the way we’re going to do it is
we’ve divided the changes into topics, as you can see
here. And for those of you in the room, if you haven’t
already done so, if you could grab a blue card, yeah, and
Sarah has blue cards if anybody needs blue cards, please
just kind of wave her down, and then on the blue card if
you could indicate your name and which topic you’d like to
speak on, and then we have a Public Advisor in the back,
her hand is raised now, and iIf you could hand her the blue
cards, that way we can facilitate the comments at the
appropriate time.

And then for those of you listening via the WebEx,
we’ll take the comments from people in the room first on
each topic, and then we’ll open up the floor to people
calling in, and then if you’d like to speak on an item,
please send a text chat message to Sarah Taheri, who is
the host of the WebEx, asking to speak at a particular
item, and then she’ll queue you up and we”ll call on you
at the appropriate time.

And, again, for people listening on the WebEx, if
you could mute yourself, that would be appreciated. Thank
you.

So I’ve just been informed that some people might
be conferencing Into the meeting today without necessarily

seeing the presentation, and then, so, we’ll call on them
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at the appropriate time, too.

So, just a little bit of background. 1[I°m sure a
lot of you are already aware of what”’s been happening with
the ERP so far, but in March the ERP was put under
suspension, under temporary suspension, and on April 14%,
staff held i1ts previous workshop to discuss potential
ideas for changes to the Emerging Renewables Program
Guidebook, and today we’ll be discussing staff’s proposed
changes, presenting the proposed changes.

I’m sure most of you had a chance to go through
the proposed changes. The Guidebook was posted on the
Commission’s website on July 22", and so those changes are
what we’re going to be talking about today.

Just a quick note on some of the other activities
the ERP has been engaged in. I’m sure many of you are
aware that last week the Energy Commission filed a formal
complaint against DyoCore and 1°d like to make i1t very
clear that that is not the topic of today’s workshop, that
proceeding is in its own separate forum and will be
handled 1n what is called the 1231 Proceeding, 1t’s own
separate Docket number has been established, as you can
see here, 11CAI03, and additional information about that
proceeding can be found on the following web page, and
this presentation will be made available online after the

meeting today. So, if I could ask if everybody could keep
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their comments today relevant to the Guidebook process,
specifically.

So the fTirst major change to the Guidebook that
staff 1s proposing are changes to the Incentive Structure
and there are two major changes here. The Ffirst one is
that the total amount of the rebate shall not exceed 50
percent of the net purchase price of the system before ERP
incentives; and the second one is that the rebate payment
will now be split into two installments where 90 percent
of the rebate will be paid upfront and 10 percent of the
rebate will be held contingent on co-generation data.

And so both of these items were brought up at the
April 14" workshop, and both of these items were also kind
of talked about in the original Suspension Notice that was
issued In March. The first one, the 50 percent cap, the
original Suspension Notice i1dentified that and 1t Is was
never the intent of the ERP Program to provide incentives
that covered 100 percent of the rebate, and so the 50
percent cap is an attempt to address that issue. Staff
looked at historically how much of the total cost that the
ERP rebate covered for small wind energy systems, which
has been, 1 think, averaging 45 percent, so staff thought
that 50 percent was an appropriate number to put on that.

In terms of the second change, the rebate payment

being split into two installments, this came out of,
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again, topics brought up both in the Notice for Suspension
and the workshop iIn April, the two issues being that there
was a concern from the Energy Commission that small wind
energy systems were being installed in areas with poor
wind resource locations, and so a couple of ideas that
were brought up at the last workshop included use of on-
site analysis, or use of software modeling, or computer
tools. Ultimately, these ideas were rejected due to
concerns about cost prohibition and a lack of kind of
confidence iIn the available software tools. Other ideas
that were brought up included a straight Performance-Based
Incentive, PBl, however, a lot of stakeholders mentioned
that the upfront cost was still a large barrier in
purchasing small wind turbines, so staff thought that the
hybrid rebate approach that is presented here represents a
pretty good compromise between the two. Ninety percent of
the rebate is still being paid upfront, so we think that
preserves the benefits of the upfront rebate while 10
percent of the rebate is being held based on reporting of
the data, which gives Energy Commission a lot of valuable
information that it has not had in the past about the
performance of the installed systems.

So this new hybrid system iIs a new procedure, so
I’m going to spend a little bit of time talking about how

it’s going to work, just walking through it, because it
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is, like I said, a new procedure.

So as | mentioned, going forward, in order to
claim the remaining 10 percent of the rebate, the rebate
recipient must report the generation data from the
installed renewable energy system. Now, | want to make a
very important point here, that there are not necessarily
performance metrics or any kind of benchmarks being tied
to the reporting of the data. Being paid the last 10
percent of the rebate, 1t does not depend on how much the
system actually generates. We’re not taking a look at the
actual data to see If iIt’s met any kind of predetermined
benchmarks, we’re just looking at if the data has been
reported at all.

So the way it’s going to work is that, at the
Rebate Payment Claim stage when you submit the R2 package,
ifT that 1s complete, i1t will be approved and a payment
will be issued for the Tirst nine percent of the rebate.
At that point, a new form, the R6 form, will be issued to
the rebate recipient. Once the R6 form has been received,
the rebate recipient has 12 months to report the kilowatt
hour meter reading of the system at least six times with a
minimum of 30 days between each report. So, that’s all
we’re really looking for, we’re looking for a meter read
saying, you know, how much the energy system has

generated, and the date at which the meter read took
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10
place. And we’re looking for six of those with a minimum
of 30 days iIn between each report. The last report must
take place 12 months after initially receiving the R6
form, so that the last 10 percent can’t be claimed any
earlier than 12 months after receiving the form.

Lastly, after the final report has been made, the
rebate recipient will have 90 days to re-submit the R6
form to the Energy Commission and claim the remaining 10
percent.

So, let’s see, i1t might be a little hard to see
here today, but hopefully it’s a little easier to see on
the handouts, but this is just an example of the completed
R6 form, this i1s also Appendix 6 in the draft version of
the Guidebook, i1t’s the last page of the Guidebook. And
it’s basically just an example to show what a completed R6
form looks like and kind of what information we’re looking
for In order to claim that last 10 percent of the rebate.

As you can see, the top half of the form is just
identifying information, the site address, who the rebate
recipient is, and system specifications on either the
turbine being installed and the inverters, things like
that. And the second half is where the rebate recipient
would be actually filling in information. So, again, all
we’re looking for is a kilowatt hour reading from the

meter, you just pick the month that you’re reading, and
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11
then just indicate the date that you’re banking the read.
So all we’re looking for is six of those, as well as at
the bottom it says “total kilowatt hour generation after
12 months.” So, six entries including the last entry for
12-month generation, and then sign and date the form, turn
in to us, and that’s how you claim the last 10 percent.

So this 1s an excerpt from the R2 form that’s also
been modified, and now, as you can see, the R2 form, which
originally indicates to the rebate recipient how much
money i1s being reserved, as well as the expiration date,
has now been modified to show that not only will the total
number of dollars reserved be indicated, but it will also
split that payment up into 90 percent, which is the first
line, and then the 10 percent which would be paid upon
submission of the generation data. So, hopefully this
will be very clear in the future iIn terms of expectations,
as to how much money is getting disbursed at what point.

So the next topic we’re looking at are funding
limits. So, this is really kind of addressing the
situation that the Commission is looking at In terms of
both reauthorization and the loans that have been taken
out of the ERP fund, so due to the funding limitations
that the program iIs experiencing, the ERP i1s now going to
divide all available funds equally between small wind

turbines and fuel cells. |If more funds are made for
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12
whatever reason, due to loan repayments, or anything like
that, then the additional allocations will be made for
each technology, respectively.

So this 1s pretty important. Once the funding for
a given technology i1s exhausted, so say small wind, you
know, uses up their money faster than fuel cells, as just
an example. The Energy Commission will no longer be
accepting rebate reservations for that technology until
more funds are made available. And so the Energy
Commission definitely will kind of let people know how
much funds are available as this process continues, but
it’s important to keep in mind, especially in light of
this next point here, and this isn’t necessarily a change,
but just kind of a clarification, that only complete
applications will be approved and receive funding
encumbrances. So this isn’t necessarily a change 1In
policy because we’ve always -- only completed applications
have been approved in the past, but this is just to make
it clear that if you submit an incomplete application, we
can’t approve 1t and we can’t encumber funds to i1t, and so
then other people might be able to get ahead of you iIn
line, so It’s very important that, if you are submitting
rebate applications, that they be complete.

Along those lines, then, these last two points are

just to facilitate efficient processing on staff’s end, is
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13
that no single retailer may have more than 20 rebate
applications as represented by the R1 form submitted to
the Commission at any single time. Now, this isn’t to say
that you have to have 20 installations finished before you
can submit another R1, it’s just that you could have 20
Rls in at the same time, and once you have one R2 back
from us, you can then submit another R1, so you don’t have
to wait for the system to actually be installed, you only
have to wait until staff has had time to process the Rls
before you can submit new ones.

And then the last major change we’re looking at iIn
these changes to the Guidebook involved listing criteria
for small wind turbines on our eligible list of equipment.
So the major change here is previously one option for
manufacturers to receive listing on the Energy
Commission’s list of eligible equipment was to provide 12
months of generation data at a site with wind speed
greater than 12 miles an hour, so that will no longer be
allowed. So, for any manufacturers not currently on the
list, they will have one of two options to receive listing
on the list, and that is they must either receive
certification to IEC 61400-2, or to the newly developed
AWEA Standards 9.1-2009. These certifications must be
issued by an independent certification body.

And so this item was also brought up at the last
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workshop. The Energy Commission has in the past attempted
to pursue third-party certification, however, iIn the years
past for small wind, a coherent standard has been really
lacking, and the only one available was the IEC 64100-2
Standard, however, a lot of stakeholders made it known to
the Energy Commission this was a very costly and time-
consuming standard to test to, and so the Energy
Commission had kept the option to provide 12 months of
generation data as a way to kind of keep the industry, you
know, not completely close 1t for those who couldn’t
afford the testing.

And then, in recent years, the Energy Commission
has been made aware that the AWEA or the American Wind
Energy Association, AWEA, has been developing its own
standards. And we’ve been kind of waiting for not only
the standards to be developed and finalized, but we’ve
also been waiting for testing laboratories to be able to
come up and be able to test those standards. And so, now
at this time, both of those have come to pass, the AWEA
Standards have been finalized, and several testing
laboratories have the equipment to now test to those
standards, including both the Small Wind Certification
Council, as well as other nationally recognized testing
laboratories, including Intertek, 1 believe they are

currently testing to the AWEA Standards, so we feel like
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15
this is an appropriate time to adopt these standards.
And, i1n addition, adopting these standards also puts the
ERP and the California Small Wind Program in line with a
lot of other Small Wind Programs throughout the country,
including those in New York, Oregon, and Massachusetts.

So those are the new criteria for all small wind
turbines not currently on the list. For turbines that are
currently on the list, all manufacturers will have a 12-
month grace period, so to speak, to either complete a full
certification test, or receive some kind of notice saying
that they are in the queue, or they have applied for
testing. So, within 12 months after the Guidebook is
adopted, manufacturers must either have a full
certification, or be iIn the queue waiting to be a
certification. |If the equipment fits neither of those
categories, they will be removed from the list. And an
additional six months after that, so 18 months after the
Guidebook is adopted, if the equipment hasn’t moved from a
queue phase to a fully certified phase, then, again, it
will be removed from the list.

And then, these dates are just kind of initial
dates that we’re looking at. We know that a lot of things
can happen with testing, you know, certainly if the
facilities are kind of backlogged or jammed up, we

understand that this could take a lot longer than we
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foresee at this point, and then, so although these dates
are in the guidebook now, 1t’s very possible that as these
deadlines approach and we see that a lot of manufacturers
are having a lot of difficulty getting these
certifications, we can definitely revise these timelines.
But, for now, these are the initial kind of targets we’re
looking at.

So any equipment that is removed from the list
initially can always reapply to be on the list once they
receive a full certification to one of the identified
standards. Additionally, this is just kind of a minute
— minor detail, but the list of eligible equipment
currently has a couple of turbines that aren’t necessarily
eligible for the ERP, these include turbines that are
greater than 50 kilowatts in sizes and, as you know, the
ERP only accepts turbines that are 50 kilowatts or
smaller, and so these turbines will also be removed from
the list 12 months after the Guidebook is adopted.

And the final item that we’re looking at here that
iIs new In the Guidebook -— the final major one — IS a new
delisting criteria and, so, this Is just a criteria for
the interim period, that interim 12 months, while turbines
are getting their full certification and we’re basically
adopting a power coefficient test to look at turbines on

the list and we’re setting the threshold that any turbine
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with a power coefficient value greater than 0.593 will be
removed from the list. The power coefficient value of
.593 represents the theoretical maximum amount of kinetic
energy that could be extracted from the wind according to
the Betz Limit Theory, and so we feel like this is a
pretty high threshold, but this Is just a criteria that
we’re including in the interim while the manufacturers are
getting their full certification within that middle 12
months.

And so that pretty much sums up the major changes
to this edition of the Guidebook. [If you haven’t already
seen it, the draft version of the Guidebook is already
available on the Commission’s website under the Emerging
Renewables Program page. |If you’re looking through that,
all the changes that have been made to the Guidebook are
shown 1n red.

And so, at this time we’re going to open it up for
comments. Does anyone have anymore blue cards that they’d
like to submit at this point? Or does anybody need one?
Okay .

So we’ll be going through the changes by topic,
and so the first set, the first topic that we’re looking
at, will be the incentive structures. And so, for anyone
in the room making comments, 1f you could approach the

podium right there in the middle, and then if you could
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identify yourself and your affiliation, and then you can
make your comments. So our First person here is Terry
Carlone.

MR. CARLONE: Yes, thank you. Terry Carlone, 1°m
a Director of Synergex Ventures, which is a Sacramento-
based Venture Fund that’s been set up to invest iIn
renewable energy projects in California, principally we’re
focusing on the fuel cell iIndustry. Two comments. First
of all, a lot of the revisions to the ERP have been
focused on alleged abuses iIn the wind industry and 1 hope
the staff will understand the wind industry, the fuel cell
industry, are structurally two very different industries,
one is focused principally on consumers who may purchase
one product at a time; in the fuel cell industry, on
telecom, we have only three certified manufacturers. We
have a number of very large customers who may purchase
hundreds or thousands of systems at a time, and they’re
distributed either directly or through maybe one
distributor. So, we will submit written comments, but as
the staff looks, | hope they don’t punish the fuel cell
industry with structural limitations that are based on
your perception of the entire industry being like the wind
industry. And we would be happy to meet with staff and
submit written comments to help them understand that.

The second point I wanted to make is that our
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understanding is that the goals of the Emerging Renewables
Program is principally to develop a renewable energy
industry that’s independent of government rebates,
companies that are driving the cost down that can be
weaned off the government at some time, and leave standing
an independent renewable energy industry that can supply
clean energy, clean power to relieve the Grid iIn the
state.

The companies that will help the state achieve
that goal are those that are iInnovative, that are driving
the cost down for their product, and selling at low cost.
The proposal that the rebate be limited to 50 percent of
the purchase price of the system, we believe, is actually
contrary to that purpose. It rewards the laggards, the
companies that have not been able to get their cost down,
because they could get the full rebate, whereas those that
are efficient may not be able to — the customers may not
be able to get the full $3.00. So, again, we’ll submit
further written comments, but 1 would hope that the staff
would keep that in mind as they go forward.

MR. HERRERA: Mr. Carlone, good morning. Gabe
Herrera, 1°m with the Energy Commission’s Legal Counsel
Office and 1 just had a question concerning your first
comment, 1 think, was focused on the proposed changes

limiting the R1 applications to 20 at one time. Is that
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right?

MR. CARLONE: 1 think i1t was — it crosses a lot of
the structure, that was one thing, and as an example, If a
customer, a telecom customer, has several hundred or
several thousand applications, or maybe one purchase order
that involves several thousand sites, they would have to
file several thousand applications. | understand the
Commission needs to know where those are, that they’re
legitimately installed and all those things, the point I
was getting more to is, in this industry on the fuel cell
side, a customer may be a large telecom customer. It goes
through a very long process of how we spend our capital
expenditures. It goes up through the CEO, they typically
would get tens of millions or perhaps hundreds of millions
of dollars applied to supporting their back-up power
throughout the state. Once that i1s approved, they have to
spend 1t, they have to know 1t’s going to be spent, or
according to a schedule, if they can’t meet that schedule,
then they may have to go look at other technologies. And
the other technologies we’re talking about, let’s
understand, are diesel generators which cause a lot of
pollution problems, and their batteries that cause a lot
of environmental waste problems. So, 1If a company, say,
has a purchase order for 500 systems, and has to go 20 at

a time, and wait for approval for the next 20, then it’s
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going to be a real burden on that company to keep that
approval process approved internally, and not be able to
move forward with the fuel cells. The reality is, we fear
that they would just turn to the less desirable technology
because, as they build their grids up, they have to have
backup power. If 1t’s not going to be fuel cells, It’s
going to be diesel or batteries.

MR. HERRERA: So one related question, and that is
there’s a finite amount of funds for this program —-

MR. CARLONE: Yes.

MR. HERRERA: -- so what happens if the funds are
all exhausted before this telecom company gets its rebate
reservations for i1ts 500 systems? What 1f it only gets, |
don’t know, 100 or 50? Does that mean that they turn away
from fuel cells altogether?

MR. CARLONE: No. I think — 1 understand the
concerns that the Commission has with regards to not
allowing one purchaser to come in and exhaust the entire
funds for a year or two years; there may in fact be
legitimate other projects that come up after that, that
would be very worthy of the program. 1 think that that
could be solved somewhat by allowing an application
process of maybe a certain number per week, or so that
there i1s a staggered -— there’s not a wait for the

Commission to approve something before they can file
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something else. But just stagger it in such a way that
they could just be done at some set period of time over
the year. The other is to allow some type of general
acceptance of the overall purchase, but understand that
the funds would be disbursed throughout the year and maybe
some other worthy projects could be slipped in there, as
well. We understand fully the concerns you’re trying to
address iIn that sense, but I think there are some
compromises that could be reached that could both reserve
some of those additional funds, maybe a percentage of
those funds, you know, 10 percent of those funds in the
fuel cell system could be reserve for smaller orders, or
for later orders i1t the smaller ones don’t materialize.
One of the difficulties that the Commission may have is
that, historically, there have not been a lot of fuel cell
applications under this, and there’s a reason for that,
it’s because when this was adopted for fuel cells, there
was an additional requirement placed on the fuel cell
industry, and that it be renewable hydrogen. A laudable
goal, we fully support that; the reality, however, was
that there wasn”t much more than beakers full of renewable
hydrogen at the time.

One of the companies that are speaking here today, Altergy
Systems, by the way, Is an investment we have, has spent

three years working with large companies like Air Products
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and BOC Linde and others, to develop renewable hydrogen.
They’re on the cusp now of having commercial supplies of
hydrogen, getting very large orders, I think Mr. Oros is
going to speak on some of the orders that are in place,
and they’re right on the verge of really making this a
commercially viable industry. Some of these structural
things like the 20 applications at a time really could
hurt that. Thank you very much.

MR. NG: Thank you, Mr. Carlone. Did anyone
else want to speak on the Incentive Structure? 17ve only
got one card. Okay. Eugene Buchanan.

MR. BUCHANAN: Hello. My name is Eugene
Buchanan. 1 represent the Renewables Testing and
Certification Labs, a nonprofit California organization
based around testing new renewable energy products.

Specifically what we’d like to address about the
incentive structure that’s been presented by the CEC is
the 50 percent structure. It actually directly
contradicts what they’re publishing iIn the Guidebook.
Given the example of a 3 kilowatt system that installs
between $12,000 and $18,000, if a system can be installed
for $12,000 and produces 3 kilowatts of power, the owner
would receive a smaller rebate than the same system that
installs for $18,000 and produces the same amount of 3

kilowatts of power. So, this seems to directly contradict
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the CEC’s goals of iIncreasing innovation and driving down
the cost of renewable energy. And i1t basically stands to
benefit the two main stakeholders who have been working in
this worth to wind program, which I state in our docket
here, which are obvious if you look at the “09 and 10
spinnings of the CEC on stakeholders. Essentially, an
archaic price structure for wind of $6-7 a watt would be
rewarded with this type of incentive program, where if 1
can install it for $3.00 or less, I’m basically being
punished and given half the amount of rebate. So, we’d
like to understand why the CEC would recommend an idea
that essentially punishes innovation and cost-
effectiveness, you know, that doesn’t make sense to us as
a company why this would be recommended.

The second part is, when you’re offering a 90-10
incentive structure, i1t really has no teeth and we believe
just adds a layer of bureaucracy to this whole matter of
fact because, even if we report zero on the 10 percent,
you’re still going to get paid. So, if you’re going to do
some sort of split system and add another layer of
bureaucracy, it would be much better if It had teeth and
we did a 50-50 or something like that, and actually based
on real performance; you don’t get the money if you don’t
perform. I mean, then it would make sense as an

additional bureaucratic layer of how do we process these
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rebate applications. |If there’s no teeth and iIt’s just
for research purposes, 1 could maybe understand that, but
it doesn’t really seem like it has much effect on the
overall performance of the program in relation to making
it work better, or providing some other additional
incentive that people are cost-effective, or generate more
power, or reduce the amount of carbon.

Those are the only two topics we — oh, the
other thing 1s, as a testing organization, we have been
speaking with a fellow who is on the CEC website,
Windworks.org, Paul Gipe, he is a renowned individual in
this field and he’s published extensive works on the
testing of wind turbines. And we support his position as
a performance based incentive of our feed-in-tariff, is
ultimately the answer to the certification bureaucracy
that has been presented by the CEC, i1f you pay for
performance, we don’t need to certify something under an
organization that may have a conflict of iInterest with
what the CEC’s goals are, or as manned by the largest
stakeholder of the organization. That’s basically what 1
have to say. Thank you.

MR. HERRERA: Can 1 ask you just a quick
question on your First example of the different sized
turbines? So, 1T the Energy Commission was interested in

making sure that the turbine systems were installed in a
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location that had adequate wind that the consumers had
skin In the game, so to speak, to make sure that they
weren’t -— not careful iIn choosing to install a turbine on
their site, I mean, if that was part of the motivation of
the 50 percent cap, how else can the Energy Commission
established some sort of cap that recognizes this
disparity between the different size turbines?

MR. BUCHANAN: Again, 1’1l reiterate what 1 was
saying with Paul Gipe, who iIs a standard in this wind
industry, a performance-based incentive that pays for
actual productivity is the only way to really truly make
the system honest. |If I put a wind product that’s good iIn
a bad area and 1t doesn’t produce, I don’t get paid. |ITf 1
put a bad product In a good area and it doesn’t produce, 1
don’t get paid. So, ultimately, a performance-based
incentive or a feed-in-tariff is ultimately how to make
this honest. And so 1 support Paul Gipe’s push for this
in the industry. And if we follow the lead of Japan or
Germany and do the feed-in-tariff, they’re accelerating it
way beyond us i1n their installation of renewable energy,
and if California were to follow that lead, 1 think we
would be much better off, overall. 1 know that in this
particular CEC -- the book handles maybe the feed-in-
tariff edge of what’s going to happen here in the future

with California, but in addition, the CEC could offer a
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performance-like base incentive and let market gravity
decide who wins, basically.

MR. HERRERA: Thank you.

MR. NG: Thank you, Mr. Buchanan. Next
commenter is Stephen Smith.

MR. SMITH: Yeah, 1°m Steve Smith. 1’m the
President of GridNot Corporation. We’re an energy
consulting firm. We’re presently involved with a number
of the wind projects. 1°m very interested and 1 wanted to
basically comment on Terry. With the fuel cells, 1 think
the solution that Paul Gipe put forward would be
advantageous because, that way, we’re not stepping on each
other with performance incentives being a better dictate
to what we do.

Also, I’m very interested in fuel cells and I°m
looking forward to possibly working with these people a
little closer. We also have some technology we’re putting
forward on batteries, which are not pollutant, which 1°m
sure they will be very interested in. That’s all I have
to say about that right now. Thank you.

MR. NG: Thank you, Mr. Smith. Do we have
anymore comments on the first topic, the iIncentive
structure? Yeah, Mickey Oros.

MR. OROS: Good morning and thank you for the

time. My name is Mickey Oros. 1°m Senior Vice President
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in Business Development and a founding member of Altergy
Systems, which i1s a California-based fuel cell
manufacturer located in Folsom, and we have been
contributing to California’s economy since 2001.

With regards to the ERP temporary suspension of
its program due to its deficiencies, Altergy requests that
you reevaluate several of your points in the recent
revised draft to the Guidebook, and I have summarized
these four points as follows: 1) that the proposed cap on
the rebate amount should be raised from 50 percent of the
purchase price to that of 75 percent, otherwise it
unfairly penalizes the most efficient fuel cell companies,
in particular, it would penalize Altergy, one of the most
competitive fuel cell manufacturers, and the only
California domiciled fuel cell manufacturer that is
certified under the ERP. Purchasers of systems from
Altergy’s competitors, none of whom are California-based
companies, would be able to obtain the full $3.00 per watt
rebate because of the higher priced system costs, while
Altergy would lose to the competition’s advantage to i1ts
technical and i1nnovation and cost reduction efforts.
Altergy suggestions that it be a sliding cap beginning
later in 2012 until production volumes rise and
manufacturing costs come down even further. And what we

mean by that is starting out with 75, moving to 70, 60, as
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time progresses. That way, you would be diminishing this
at the end of 1ts newer period; 2) that Altergy proposes
the Commission adopts an additional benefit for California
manufacturers under the ERP, much like that of what the
SGIP adopted for fuel cells designed and produced in
California where in additional 20 percent rebate is
offered to California manufacturers, 20 percent on the
$3.00 incentive would be an additional $.60; 3) that the
proposed provisions that no single retailer may have more
than 20 applications submitted to the Energy Commission at
a single point in time should be changed to provide that
no single Payee that may file for more than 50
applications per week. The reason for this request is
that the proposed revisions to the ERP as applied to fuel
cells differ from the wind systems. Fuel cells are
capitalized, marketed, and sold differently, In much
larger quantities, to its customer base such as those of
Telecom companies, whereas the wind systems are typically
sold one off to individual consumers. The Commission’s
proposed draft revisions to correct issues with the wind
industry would actually conflict with and impede
commercialization of the ERP’s goals for the fuel cell
industry; 4) fuel cell companies like Altergy and their
customers who have i1n good faith expended years and

significant funds to comply with the existing program
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should also be offered the same 30-day courtesy offer
offered to the wind industry by the newly drafted
Guidebook. In other words, If any changes are made to the
ERP, the ERP as it existed at the time of the suspension,
should apply to any fuel cell system applications filed
within 30 days after the new Guidebook Is adopted. It is
important to remember that the ERP suspension was related
to the concerns of the wind energy and not fuel cells.

Altergy has fTiercely adhered to the letter and
the spirit of the ERP, therefore 1t concerns me that some
of these changes iIn the draft guide could harm the fuel
cell manufacturers in the state, just at a time when the
Governor and the Legislators are trying to establish
California as the best in the world in renewable energy.
Altergy itself has attracted investors, customers, and
strategic partners from around the globe, i1ncluding
foreign governments that, like California, are also trying
to create a renewable energy economy. Altergy’s
technology innovations result In energy efficiency power
generators that are clean and quiet, of course, and they
are reliable and safe, low carbon footprint, and greater
capacity factors. |If California wants to maintain its
position as a leader in renewable energy technologies and
where innovative and clean technology companies can take

hold, then Altergy is precisely the type of California-

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

31
based company that the state and the ERP should encourage
and nurture. As a California-based company with a
promising future in the alternative renewable generator
market, we need ERP’s assistance to compete against the
polluting diesels iIn the present day marketplace. The ERP
incentives allow our fuel cells to be priced competitively
to that of the diesel generator, and once the market is
launched and volumes kick in, it won”t take much for the
public to make the right choice, and the ERP will no
longer be needed.

In closing, Altergy respectfully requests that
these proposed changes to the draft Guidebook be adopted.
These prolonged changes to the Guidebook by the Committee
has put undue strain on Altergy after spending years of
contractual negotiations, component designs, and
collaboration with fuel providers to bring fuel cells and
its renewable hydrogen fuel to this burgeoning California
industry. Any longer postponement of the suspension could
cost millions in lost revenue to Altergy. | want to thank
you and, one thing in closing, i1s it possible for the
staff to come back to us and give a definitive date on
when you believe this program will be back and
incorporated into the system once again?

MR. HERRERA: Well, 1 think the i1dea was to

reinitiate the program once the Energy Commission had

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

32
adopted Guidebook revisions, so the Guidebook revision
process iIs going to take Its course based upon comments we
receive today and prior to the comment due date; staff
will consider those comments, discuss it with the Energy
Commission’s Policy Committee assigned to this matter, and
then we”ll be making recommendations on final Guidebook
changes. So those will be circulated for public comment
and then will be considered for adoption by the Energy
Commission.

MR. OROS: Timeline?

MR. HERRERA: 1 don’t know if we’ve established
the timeline for that. Anthony?

MR. NG: No, not at this point, unfortunately.

MR. OROS: Okay, one other comment. You had
asked Mr. Carlone what happens if the funds are limited.
My question to the Commission also i1s when do you expect,
according to Commissioner Peterman’s report, when would
you expect the $180 million that went to the Educational
system on the state be returned back into the ERP Program?

MR. HERRERA: Well, I don’t think anybody here
at the Energy Commission can answer that question. We
don’t know. I mean, there are a couple points I think we
need to make. First of all, you may be aware, the funding
for this program, as well as the other renewable energy

programs, that funding is collected through the end of
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this year only. Legislation is being considered now, |
think, to perhaps extend the collection of funds that
support this and other programs, but 1 think that
legislation will definitely make some changes to different
programs. This program could be impacted, which could
require the Energy Commission to make additional changes.
So, your comments about continuing or making changes to
the program in the scaling fashion through 2012, 1 think,
need to recognize that there could be some legislation
here 1n the near future which could affect the continued
funding for this program.

MR. CARLONE: Chairman, may | make one comment
about the timeline which seemed to me a pretty amorphous
no commitment — Altergy, which I said —

MR. NG: Could you approach the microphone?

MR. CARLONE: Terry Carlone again. Altergy 1is
an investment we’ve made, we’ve spent three years, tens of
millions of dollars, getting to the point we are. As some
of the people on the Commission may know, Altergy has in
line about $200 million of orders that are contingent on
this rebate program being placed and 1°m aware that
Executives from Altergy have been called to the customer,
who has asked what is going on with this program, and
those orders — and there’s a meeting next week -— those

orders are in jeopardy because, as | mentioned, customers
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need to know that they’re going to back up their systems
with fuel cells, which they prefer, or they’re going to
return to diesels, and iIf they can”t have a set program as
to when they’re going to do that, they can’t afford to
have their towers down. So 1 would urge this Commission
to please move forward because, literally, about $200
million In orders are in jeopardy, and it those orders are
not fulfilled, if this rebate program lingers on for
months more, companies like Altergy are just going to be
out of business. You can’t do that to companies that have
relied on the rules you set, they follow them, they spend
lots of money, their customers spend lots of money to make
these purchases, and then you ignore it. When people play
by the rules, I would submit, it’s only fair that you let
them follow through on their orders. Thank you.
[Applause]

MR. OROS: Well, that took the smoke out of what
I was about to say, but thank you to Mr. Carlone.

MR. HERRERA: 1If I could make one other point
that you made earlier in your presentation, Mr. Oros, and
that is that on the 30-day period after the Energy
Commission reinitiates the program, 1 believe you
commented, or you perhaps are under the impression that
the rules during that 30-day period will be the rules

prior to the suspension, that’s not true. And the Energy
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Commission Suspension Notice did not indicate that. What
the Energy Commission indicated is that, during that 30-
day period after the program is reinitiated, that the
rebate level would be kept at the level prior to the
suspension, so it will still be kept at the $3.00 per watt
level.

MR. OROS: Thank you. Yeah, a little bit
of history with the Altergy. The reason why it’s taken so
long 1s 1t was approximately about three years ago when we
did get telecom back up, support into the system. After
that bill was passed, it was then called upon that this
now had to be — the hydrogen had to be a renewable
hydrogen. This has literally taken us approximately
almost two and a half years, almost nearing three years,
to complete this, finding the right groups nationwide and
not only nation, but 1 mean, mostly here in the state to
accomplish this task.

After we’ve done that, we were just about ready
to make submission for application, only to find out again
on the 1°* of March that we were suspended again. So this
has been a long, tedious, heartbreaking process for us and
there i1s frustration iIn our voice when we speak of the
process and how long 1t’s taken us to get to this point,
only to find out the suspension is in place, and now that

there may be only just a few months left in the program,
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where we have lost almost six months to construction and
installation. 1 thank you and further comments later, if
need be.

MR. NG: Thank you, Mr. Oros.

MR. NARVAND: Good morning, my name is Payam
Narvand. | manage several programs in the Renewable
Energy Office, one of which is the ERP Program. |1 just
want to make a couple of comments to Eugene’s issue in
terms of the PBI System. | think staff received some
comments at a previous workshop and we were sensitive to
stakeholders” comment that a PBI approach may be
disruptive to the marketplace and especially if we move to
a 50-50 split, where upfront money, that there might be
financing issues, perhaps the only way consumers can tap
into is through a home equity, or whatnot. So, 1 think
it’s important to remind everybody what the right speed
should be and staff believes that a collection of data for
research purposes would be indicated at this time and the
concern was not to disrupt the marketplace because we want
to really promote renewable energy. Now, with that said,
I think a trend in the nation, If you look at other
technologies like Solar PV or whatnot, is to move towards
a PBI model, to really encourage workmanship quality of
the renewable energy system, so I think that’s a

commendable point. So I would be very interested in
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getting comments from small wind experts in terms of what
their thoughts are on a PBI approach as we move forward.

Regarding the timing, 1 believe there is a 10-
day period for written comments after the workshop and the
next step after that is for staff to compile and review
those comments and brief the Policy Committee, the
Renewables Committee. So, to answer the question in terms
of the fuel cell folks, we will move as swiftly as we can
to restore the program. Again, we can’t give you any
timetable, but the next action steps is to wait for the
10-day period, summarize the comments from everybody,
brief the Policy Committee, and move as swiftly as
possible to make the revisions to the Guidebook and
restore the program. So we can promise to do our part in
that aspect, as soon as possible.

In regards to the 50 percent cap, well, we have
to balance several goals, one of which is really ratepayer
equity and we’ve been trying to be technology neutral by
splitting the funds equally between small fuel cell and
small wind, even though we haven’t had any fuel cell
activity to date, you know, 12 years into the program. So
we are sensitive, but just you need to be aware that we
have to balance several goals, policy goals or whatnot.

As you know, SGIP s limiting rebates to three percent on

the rebates, so there are some underlying policy
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questions, whether we should be subsidizing fuel cell for
backup generation at the same level of that of small wind,
so there are a lot of policy questions what we need to
balance. So 1 just want everybody to be sensitive to
those and submit your comments. Thank you.

MR. BUCHANAN: May 1 respond to one thing
specifically you brought up about how the PBl structure —
this is Eugene Buchanan with the RTL Labs. The PBI
structure is being disruptive to existing stakeholders.
That, to me, seems a little bit modeled in the fact that,
if you look at a solar city model, they’ve gone out and
they’ve offered a no money down, or zero down program, to
bring solar into our community here, and we basically
modeled after that, and we are leasing our systems to our
clients, and we are able to take advantage of the
different fundings that are available from ARRA and the
State and provide a high quality system that we own and
that we lease for a 10-year period. And we’re confident
in our product line and our workmanship that that would be
a very profitable venture, and we have iInvestors who are
behind us who will fund these systems forward based on
that incentive. Now, if our competition cannot figure out
how to finance their equipment, that is really not what
should be taken into account as a policy measure of the

CEC. IT they have good equipment, they should be able to
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find a company that would finance them and back them, so
that’s the case, that’s what my comment is. Thank you.

MR. NG: Thank you.

MR. CARLONE: Can I make one clarification on
the competitive -— the 50 percent limit? The point I was
making -— oh, Terry Carlone -— the point I was making was
not about dividing between wind and fuel cells, the point
was, within the fuel cell portion, was not punishing
companies that have driven the cost down, that are on a
pathway to being commercially viable, independent of
rebates, that’s the goal, everyone wants to be weaned off
of this, the State wants companies to be weaned off of
this, we need help over a few years. Altergy has reduced
the cost of its products 30 percent in the last 18 months,
we are driving that cost down, we are getting tens of
millions of dollars of iInvestment money from companies
around the world that are seeing that we are becoming a
viable fuel cell alternative, the first one. 1 can show
you a map — | can show you the contracts we have that I
refer to, it’s a map of fuel cell installations all the
way across the state, that’s what the state ought to be
trying to encourage. And what 1°m saying is, if you limit
it to 50 percent right now, a customer who buys our fuel
cell is going to get 29 percent, 30 percent less rebate

than if they go to another fuel cell company who hasn’t

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

40
just cared, who hasn’t taken the time to drive their costs
down, to become viable, because they’re very happy to be
just sucking off of this program. And that’s not what you
ought to be encouraging, in my view; you ought to be
encouraging companies like Altergy that are going out,
that are taking risks, that are building automated plants,
and in Folsom, California, just up the road, there is the
first and only automated fuel cell assembly plant that was
built at a lot of cost, people from all over the world,
governments, are coming over to see how efficient this is,
and all we’re asking for -— give us 75 percent for a
couple years, go down, and then we’re going to get off of
that program. And hopefully everyone else will, too.
Thank you.

MR. NARVAND: Thank you. |1 would certainly
encourage you to submit written comments to that regard
and especially why the 75 percent is needed to put you on
parity with diesel generation, or whatnot. So give us a
little bit of direction behind It in your written
comments. Thank you. Yeah, Mickey, go ahead.

MR. OROS: Mickey Oros again. Boy, we’re
getting a debate going here, emotions showing. One of the
things 1 would like to address, what we’re talking about
with fuel cells i1s that maybe in a backup type mode we

actually generate a DC load, that DC load in essence

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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41
controls and runs and operates the support systems that we
are installing to, the equipment runs off of DC, it is not
an AC application. What we have iIn more than just one
group, we’re talking support that some of it is under
actually the SGIP Program, but a lot of it, too, is under
the RP program. With that, we’re putting some iIn the near
future here, over the next two to three years, will be
about 28.5 megawatts of power. That is a DC load. But
when the 1SO calls for load shedding, we iIn essence can
turn this equipment on, run it full out, and go ahead and
drop the AC, in turn giving back to the utility companies
of California 28.5 megawatts of power back into the
system, so 1t’s a load shedding, this is not -— for the
ratepayers, it’s extremely well done, with great concern
for that portion of it. So what we’re doing is initially
bringing in huge amounts of power onto the Grid system
that doesn’t presently exist. So I wanted to make that
clarification when you were talking about backup.

MR. NARVAND: Okay, Mickey, | really appreciate
that you submit those in your written comments, as well.

MR. OROS: Thank you.

MR. NG: So I think we have one more person who
would like to speak. Sandy Miller.

MR. MILLER: Good morning. My name is Sanford

Miller, I’m a citizen representing myself. 1 used to work
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for the Energy Commission here in the Rebate Program. |
had a couple comments about the incentive structure I
wanted to pass on. The Commission has had an iIncentive
structure in the past where i1t’s been 50 percent for a
rebate, and it started out at $3.00 a watt, or 50 percent
of total cost, it went up to 50 percent or $4.50 a watt.
To my recollection, there was a lot of exaggeration on the
costs, and we found iIn some cases there was at least one
wind installation that went in for $9.00 a watt, and they
did that in order to get the $4.50 a watt, so | can see
the Commission’”s perspective in trying to get some costs
so that the rebate doesn’t pay for the entire system. |1
would suggest that, rather than going the 50 percent
route, which has a lot of problems with it, that the
Commission could potentially spend more time looking at
the costs -— they could still require the costs coming in
from the different applications and taking a look at the
costs that are coming in, and then designing the rebate
based upon that, maybe based upon the median cost of the
systems coming in, or the average cost of the systems
coming in. So this way, i1t’s not going to penalize those
more efficient systems that are coming In where
potentially the retailers were able to, In order to sell
their product, they were able to cut their cost one way or

another. At the same time, 1t’s not going to reward those
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customers, those retailers that have high cost systems.

Another issue 1°d like to bring up is this 20
applications per retailer, that seems to be very
artificial, maybe it’s based upon a more recent experience
with all of those applications coming in from DyoCore and
the Commission not wanting to get a huge number just from
one company. |1 think there could be something better. If
the rebate was designed better, iIf some company comes iIn
and they have been able to sell wind turbines to an entire
development, it’s 100 homes or something like that, or 100
businesses, they should have the right to come in here and
potentially file all of those applications subject to
funding availability.

I don’t know if this is the appropriate place to
put it, but I see iIn the Guidebook that there is this
proposal to continue the $3.00 a watt rebate for 30 days
after the Guidebook has been approved. 1 think that many
people can probably predict what’s going to happen there,
what we’re going to get, what the Commission is going to
get is a big influx of applications followed by a lull. 1
don’t think that’s any way to run a rebate program when
you have a one-time 30-day period where all these
retailers are going to come in and try to submit all their
applications at once. It would be better to think about

how to set the appropriate rebates and having a one-time
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30-day period at this point in time, just to give those
applicants some chance because the program was suspended
prematurely, or at least that rebate portion was; that
gives them more time.

I think the PBI is certainly a good way to go,
but there could be some problems with a shock to the
existing retailers out there, so perhaps a way of phasing
it in may be appropriate, something like the staff is
proposing here, although the 90 percent and 10 percent
seems to be really skewed towards the applicant in that
case, that staff may want to consider looking at something
more like 75-25, or 60-40, or something like that, to put
a little bit more of the burden on the retailer and the
customer to make sure their system is working properly.
That’s all | have to say. Thank you.

MR. NG: Thank you, Mr. Miller.

MR. BERGEY: Anthony, Sarah, can you hear me?

MR. NG: Yeah, Mike Bergey?

MR. BERGEY: Yeah. 1 had wanted to comment, but
the chat function on the WebEx is not working, at least
it’s not working for me.

MR. NG: Okay, go ahead. We can hear you.

MR. BERGEY: Okay, thank you so much. Mike
Bergey with Bergey Wind Power Company. 1°m representing

the Distributed Wind Energy Association today. On the
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incentive structure, we support both the 90 percent
upfront and 10 percent after 12 months based upon
reporting structure, and the 50 percent limit. We think
those are both good policy, I think they’re well
considered, and we support it. And 1’1l comment on the 50
percent. We have both fuel cells and small wind turbines,
have a 30 percent Federal tax credit; if you allowed a 75
percent limit, you’d be 105 percent possible subsidy and
that’s too high, iIn our opinion. We would ask that you
reconsider the intent to drop the 10 kilowatt and under
wind turbine rebate rate from the current $3.00 a watt to
$2.50 a watt, or if you apply the 90 percent upfront
payment in the new Guidebook, that’s really $2.25 a watt
for the upfront payment, or a 25 percent reduction on the
current rebate amount.

We had in previous comments, earlier in this
cycle, we had said that it is not a good idea to drop the
rate at this time because we were building, the industry
was building market momentum, and that’s particularly
important with the permitting barriers that we face out
there and the effects of the recession. But we believe
it’s a doubly bad idea in the wake of the market damage or
delay, you know, the problems have been caused by the five
to six-month suspension of the program, that retail

infrastructure that dealers -— their overhead costs have
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continued, even though sales have stopped. And on top of
that, the economy is slowing, so we see that nationwide,
we see that in California. And so, to have a precipitous
drop in the rate 30 days after adoption of the new
Guidebook, we think, would be very disruptive to the
marketplace and the momentum that’s been created. We
would recommend, our first priority would be to have the
$3.00 per watt level maintained for two years, and then
drop with four scheduled reductions, but as a minimum,
we’d like to see it held in place until August 1°' of next
year, 2012.

MR. NG: Thank you, Mr. Bergey.

MR. NARVAND: Thanks, Mike, for commenting.
This is Payam Narvand from the Renewable Energy Office.
Just a couple of comments I want to make to Sandy’s point
in terms of a PBI approach. Staff and 1 would be
interested iIn getting comments about the PBIl approach from
the small wind industry. Again, there are some
ramifications in terms of your pricing structure, what’s
your comfort level with evaluating the performance of the
wind systems and rebates, let’s say the consumer gets the
rebate, do we want to penalize the customer if the energy
production is less than what was anticipated or promised
to the consumer, would they be penalized that way? Or if

the retailer basically takes the re