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Busi ness Meeting of August 12, 1998

Wednesday, August 12, 1998 10: 08 o' clock a. m

PROCEEDI NGS

CHAI RMAN KEESE: | call this neeting to order.

Conmi ssi oner Sharpless, would you like to lead us in
t he Pl edge?

(Attendees participate in the Pledge of Al egiance.)

CHAI RMAN KEESE: Thank you.

Sandy Harris, in the yellow dress, will be standing in
as our public advisor today. So you may contact her if you care
to testify on issues comng up this norning.

Just because we all care, it will be supposedly 108
degrees here, but the |SO has issued another warning this
norning at 7:47 of deficiencies in operating reserve and is
seeking nore power at this tine. So the |ISO has had nmany
chal | enges, but they've net themall so far.

Item1, Delano-Earlimart Irrigation District. Possible
approval of a loan for $425,000 to expand the Del ano-Earli mart
Irrigations District's Supervisory Control and Data Acqui sition
System

Good norni ng.

MR. WONG: Good norning. Today were are requesting
t he Comm ssion to approve a ECAA | oan for $425,000 to the
Del ano-Earlimart Irrigation District to expand the district's
SCADA systemto the district's remaining water delivery system

The district started their nodernization programin 1993 and
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they have participated in the Comm ssion's Energy and
Agricul ture Program

First, in 1993, they obtained a | oan of $66,000 to
install variable speed dry on three of their punping stations.
And in 1995 they al so obtained a |oan fromthe Comm ssion to
install a pilot SCADA systemin one of their five latera
pi pelines that has the |argest electrical |oad. Based on the
results of this initial SCADA systemthe district wanted to
expand the systemto the remaining four pipe |lines.

The expanded system we estimated, wll save the
district about $81, 700 annually in reduced punpi ng costs and
also the mleage traveling to the turnout to nmake adjustnents.
This results in a 5.2-year payback. This payback cal cul ation
does not include any on-farm energy saving or any reduced | abor
costs resulting fromthis project as well as the water cost.

V¢ have briefed the Resource Conservation Committee and
the Commttee recommended to nove this itemto the Conm ssion
for their approval today.

CHAI RMAN KEESE: Thank you.

| just have a quick question. The repaynent of the
| oan cones fromthe reduced energy bills, not fromthe
addi ti onal savings? These additional savings just accrue to the
pr oj ect ?

MR. WONG: The ECAA Program only consi ders energy

savi ngs.
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CHAlI RMAN KEESE: Thank you.

Any comment s?

COWM SSI ONER SHARPLESS: I'd like to nove approval
of this item

CHAI RMAN KEESE: W have a noti on.

COWM SSI ONER MOORE: Second.

CHAI RMAN KEESE: A notion and a second.

COMM SSI ONER LAURI E: Just an additional comment,
M. Chairman, if | may.

This kind of project, efficiency in punping, is not
only advant ageous from an energy standpoint, but it's also
advant ageous froma water standpoint, and certainly in
technol ogy that we want to see expanded throughout our
agricultural industry. A great project. Thank you.

CHAI RMAN KEESE: Thank you.

Any public conment ?

(No response.)

CHAI RMAN KEESE: Al in favor?

COMM SSI ONERS: Aye.

CHAlI RMAN KEESE: Qoposed?

(No response.)

CHAI RMAN KEESE: Adopted five to nothing.

(Motion unaninously carried to approve the | oan for $425, 00
to the Delano-Earlimart Irrigation D strict Supervisory Control

and Data Acquisition system)
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CHAI RMAN KEESE: Thank you.

Item 2, Expert Wtness Contracts. Possible approval to
i ncrease funding from $10,000 to a nmaxi mum of $25, 000 for expert
wi tness contracts. The del egated authority given to the
Executive Director to sign expert wtnesses contracts necessary
to process energy facility licensing cases and conpliance
amendnent s.

M. Maul

MR. MAUL: Good norni ng, Chairnan Keese,

Comm ssioners. |1'd |like here address this issue very quickly.
Let me just quickly outline a few key points regarding this
item

This is a proposal to increase the existing del egation
of authority fromthe Conm ssioners to the Executive D rector
It's limted to siting cases and conpliance case expert w tness
contracts only.

It also requires the Executive Director report back to
each business neeting whenever there is any activity of any
amount in this particular area. So you'll be briefed on al
proposals in this area. This is consistent with the
Comm ssion's direction to streamine our contract process. And
it's been approved by the Siting Commttee to go forward.

VW have been working with the Contracts O fice and the
Legal Ofice to develop this particular proposal to make sure

this is consistent. This is one part of a three-part strategy
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we have devel oped to inprove our contract processing. The first
part was to develop a contract tenplate to speed up the
processi ng of individual contracts.

The second part was to establish an expert w tness
candi dat e pool of people who are interested in being potentia
expert w tnesses, to shorten the overall tine period for us to
establish this. W have over 100 candi dates who have who have
al ready expressed interest in being considered in the future.

And the third part was to increase the del egation of
authority to the Executive Director to sign the contracts.

The increase that they were proposing today i s needed
for the follow ng reasons:

First, our siting cases are presenting Staff with nore
controversial issues that require anal ytical expertise which we
currently don't have in all cases.

Second, the developers are still expecting us to adhere
to the very tight processing schedul es of their individuals
cases.

Third, this proposal can cut up to 30 days off the
normal contract approval tine for contracts above $10,000. And
we do expect to have sone expert wi tness contracts that exceed
t hat anount.

Fourth, we expect at l|least four to eight siting cases
this cal endar year and perhaps up to 14 cases by the end of this

particular fiscal year. W also expect anywhere fromone to
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five expert witness contract per case. And each expert w tness
contract woul d be sonmewhere in the nei ghborhood of $2,000 to
$25, 000.

W currently have $50, 000 in our budget for expert
wi tness contracts. And we are currently requesting an
addi ti onal $400, 000, in our deficiency request, to the
Department of Finance to cover the remainder of this particular
fiscal year for the cases that we expect to be filed.

W currently are processing expert w tness contracts
for $8,000 for hydro geology. W have initiated contacts for
addi tional expert witness contracts. The first bid we received
was one for $12,000, which we are not perusing that particul ar
bid. We will be initiating additional contacts for expert
W tnesses in the next two weeks in the Traffic and
Transportation Area.

Can | answer any questions?

COMM SSI ONER SHARPLESS: M. Chair?

CHAI RMAN KEESE: Conmi ssi oner Shar pl ess

COWM SSI ONER SHARPLESS: M. Maul, can you cite any
exanpl es currently where we've run into a probl en?

MR. MAUL: Can | cite any exanples? No, | cannot.
This is our anticipation of how we handle our future case
wor k| oad.

COWM SSI ONER SHARPLESS: Ckay. So right now we

don't have a precise problem W're not running into a problem
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where we can't go forward in a tinely way with the expert
Wi tness contracts given our current workload?

MR. MAUL: As of right today we don't have a problem
In the next nmonth to two nonths ny answer nmay be different.

COWM SSI ONER SHARPLESS: So this is an anticipation
of an increased workl oad because of new projects comng in?

MR. MAUL: Correct.

COMM SSI ONER SHARPLESS: The rest of the
organi zation will remain at a $10,000 linmtation for discretion
to the Executive Oficer. It would be only the Siting D vision.
And it woul d be expert wi tnesses that apply, not only to siting
cases, but conpliance cases as well. |Is that right?

MR. MAUL: That's correct.

COMM SSI ONER SHARPLESS: Wiy did you pick $25, 000
as the sumthat is magical in this case?

MR. MAUL.: Actually it's not really a magi cal nunber.
It was our best judgnent. W |ooked at the initial contacts we
have already. They were coning in in the 15, 000-to-%$12, 000
range. W coul d probably picked a nunber of $20,000, $25, 000,
$30,000. W felt that it would be inappropriate for us to sign
a sol e-source contract to an individual above $25,000 w t hout
the direct approval of the full Conmssion. At that |evel we
feel unconfortable as managers of this process to nake that
uni | at eral deci si on.

And it was our best judgnent the $25, 000 woul d capture
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the bulk of the contracts that we m ght have. And the few that
m ght exceed $25, 000 shoul d be brought back to the ful
Comm ssi on for approval .

COWM SSI ONER SHARPLESS: So over the passage of
time, since we established the policy of $10,000, cost of living
has gone up, cost of consultants have gone up, and so $10,000 is

no |l onger a typical consulting, expert witness contract. And so

the levels have increased. |Is that partially driving this
i ssue?

MR. MAUL: | wouldn't quite use the word "typical.'
W woul d hope that nost of our contracts wll still stay bel ow

$10,000. In fact, the bulk of them should stay bel ow $10, 000.
But we are now experiencing sone initial contacts that are
com ng in above $10,000. And so we will be expecting to have to
process contracts above $10,000 in the next several nonths.

So it's basically our anticipation of that outcone and
our ability to try to manage the cases as quickly as we can. W
could stay with the $10,000 Iimt we have right not. It would
just add tinme to individual siting cases. And given the tight
ti meframes we have we thought that would not be prudent for us,
with that anticipation, not to take action nowto try to resol ve
t hat probl em

COMM SSI ONER SHARPLESS: So this is to give the
Division added flexibility in anticipation of the increasing

wor kl oad?
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MR. MAUL: That's correct.

COMM SSI ONER SHARPLESS: Ckay. | believe that
Legal Counsel has infornmed you of a concern about del egation of
authority over contracts?

MR. MAUL: That's right. That was in our neno to you
regardi ng that issue.

COMM SSI ONER SHARPLESS: How do you think we ought
to address that question?

MR. MAUL: Vell, the issue of the increase in
del egation is a sub-issue of a larger issue which is the
del egation as a whol e.

I don't know, Bill Chanberlain, did you wi sh to address
that issue or would you like me to continue on?

MR. CHAMBERLAI N: | think the Conmmi ssion needs to
decide first, as a policy matter, whether this sort of
del egation is the kind of thing you want to do. If it is, |
woul d recommend that you direct us to seek a statutory change to
ensure that we do have the authority to proceed in that
di rection.

In the neantinme, given the Conm ssion has been
del egating contractual authority at a lower level to the
Executive Oficer wwth controls by the Coomttees for sone
period of time, we could proceed in the way Staff has proposed.
But it's a matter for you to decide, at what |evel of risk

you' re confortable.
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COMM SSI ONER SHARPLESS: And what is the liability
here? What coul d happen if sonebody chal |l enges this del egation
of authority since we don't have statutory authority to del egate
di scretion to the Executive Oficer on these types of contracts?
What's our liability?

MR. CHAMBERLAI N: Vell, the worst case would be that
our contracts that are handled in this manner are consi dered
unenforceable. And that perhaps the del egation of authority
that we have fromthe Departnent of Ceneral Services would be
revi ewed.

COMM SSI ONER SHARPLESS: But we've been doing this
for how many years?

MR. CHANMBERLAI N: Several years.

MR. MAUL: Thi rteen.

MR. CHANMBERLAI N: Thirteen years?

COMM SSI ONER SHARPLESS: Thirteen years. Nobody
has said anything? The Departnent of General Services has never
sai d anyt hi ng?

MR. CHAMBERLAI N: Not vyet.

COMM SSI ONER SHARPLESS: W' ve had no clains
agai nst this particular provision?

MR. CHAMBERLAI N: That's correct.

COMM SSI ONER SHARPLESS: Wiy do you think we shoul d
get a statutory change now given the fact that 13 years has

passed by and not hi ng happened? Just to renove all risk and
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liability, as a good attorney?

MR. CHAMBERLAI N: | think it's because the people in
ny office, who work with General Services, Legal on a regul ar
basis, have a pretty strong inpression that there is a viewin
that office that a multi-nenber agency needs that kind of
authority in order to be able to make this kind of del egation.
And they have a concern that at sone point this could rise up

and cause a problemfor the Conm ssion.

COWM SSI ONER SHARPLESS: I would only sort of go
back a little bit. | think that about a year ago, or two years
ago -- it's all a blur now -- but we tal ked about increasing the

limt before Comm ssion-wi de.

VI CE CHAI R ROHY: Conmm ssi on-w de, correct.

COMM SSI ONER SHARPLESS: Right. And this nowis
specific to one siting division. At that tinme the Conm ssion
did not feel disposed to do that because we were going through a
contract streamining process and felt that we ought to | ook at
it in a broader context. So we find ourselves back sort of in
t he sane | oop again.

| don't know that | have a particular problemwth this
other than the fact that we do have this legal issue. And it
probably woul d be well that as we go through the Warren-Al qui st
Act and | ook for refornms and revisions that this should be added
tothe list. And | guess that woul d satisfy ny concern about

followwng the letter of the | aw.
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COWMM SSI ONER LAURI E: M. Chai rman?

CHAI RMAN KEESE: Conmi ssi oner Lauri e.

COWM SSI ONER LAURI E: If I may, | certainly concur
100 percent with Conm ssioner Sharpless. 1'd ask Conm ssioner
Rohy to express his view. |'ve discussed it with the CGeneral
Counsel's O fice. | understand their concern. | appreciate the
expression of their concern. | believe the risk, in ny view, on
bal ance is m ni nal.

I"mstrongly supportive of an increase in del egation

authority especially in these cases as applicable to these types

of contracts. | fully concur the issue should be |ooked at in a
br oader sense, as well, and should be included for consideration
as part of overall Warren-Al quist anendnents. 1In this case, the

Conm ttee having reviewed on bal ance the issue is fully
supportive of Staff's recommendati on.

CHAlI RMAN KEESE: Conm ssi oner Rohy?

VI CE CHAI R ROHY: | just want to second what
Comm ssi oner Laurie has just said and say |'mtotally in
agreenent that we need to streamine our processes internally
and that will probably be a two-step process, a little bit of
risk now, and then work on the Warren-Al qui st Act revisions, as
you suggest, Conm ssi oner Shar pl ess.

COWM SSI ONER MOORE: M. Chairman.

CHAI RMAN KEESE: Commi ssi oner Mbor e.

COWMM SSI ONER MOORE: I"mgoing to very, very
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strongly dissent fromthe opinion that has been just registered.
And | think that this is the tine. | think it's serendi pitous,
| think it's fortuitous that we're here | ooking at this now It
seens to ne the nove to increase the amount is exactly in the
wrong direction.

And as | finish ny remarks | will be willing and, in
fact, intend to offer a notion to reduce the amount overall from
10,000 to $3,000 because | would like to see nore of what
happens in terns of contracts. The nunber |'ve always used in
ny mnd has been $3,000 for expert witness contracts. It seens
to ne to go the other direction is fool hardy for the foll ow ng
reasons:

One, there's been a sea change in the way we do
business. To listen to the Division' s proposal you' d pretend
you woul d engage in a fiction, a fantasy, that we're still
engaged in a nonopol y-regul ated world where we do everything on
behal f of the ratepayer and not on behalf of nerchant plants.
W' ||l see this issue cone up again on Itemb5, and I know all of
you have seen a draft copy of ny dissent on that. M/ point is
sinply that we don't and shouldn't do business as we have in the
past .

The Siting Dvision as you know it today, | believe, is
an anachronism |t doesn't represent the way we do busi ness.

It doesn't represent the product we ought to be produci ng here.

W're not in the business of doing a needs assessnent the way we



Busi ness Meeting of August 12, 1998

used to do it. In fact, we're doing a much nore conprehensive
environnental analysis that | think can be acconplished in a
different way.

Frankly, | think by |ooking at the nunber of cases that
are probably coming up -- if you can believe M. Maul's nunbers,
and | do -- then it seens to nme we'll find ourselves, even in
the best of circunstances, under-staffed and under-prepared to
deal with environnmental analysis, not so nuch siting analysis,
but environnental analysis on the scale that it needs to be
addr essed.

To that end, $25,000 is probably going to be inadequate
for some very specialized cases. It wouldn't matter if it was
$10, 000 and you started multiplying that by the nunber of expert
wi t nesses that could be called up by the Staff independently.
You coul d qui ckly, very quickly, run out of budget noney. |
t hi nk we should be aware of that. | think we should control
that at this level, at the policy |evel.

| think the Siting Conmttee ought to have a view of
that as it's comng up on a very quick basis. | think this
shoul d be under the purview of the Conmm ssioners on an ongoi ng
and regul ar basis and not in the Executive Branch. So | think
that to pursue this maintains, as | said before, the fiction
that we do business the way we used to do business. Siting is
not what it used to be.

And | think if we push down this path we'll find
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ourselves literally supporting a process that doesn't exist
anynore. | hope we will take steps to revise the process and
use this as the front end wedge in order to do that.

| frankly think the noney involved, if it were extended
out, is sinply awesone. It's overwhelmng. And | don't want to
| ose control of that. | don't want the primary representatives
of this Conmmssion, the Siting Commttee to | ose control of
t hat .

This is not a discussion, M. Therkelsen. And so I'm
not asking any questions that |'mexpecting an answer on. |'m
maki ng a statenent and |I' m about to nmake a noti on.

So in ny view of the way the Comm ssion ought to
operate, it seens to ne we need a brand new paradigm And the
paradi gm | believe we need is where we treat nerchant plants as
sonmet hi ng ot her than ratepayer-funded entities. And that neans
the nerchant plant proponents put up a fund, just the way anyone
el se woul d when they convene a project proposal, and pay into a
fund; we select froman independent |ist of environmental inpact
report providers who are independent. W hire themand they do
the work. W don't do the work any nore.

And guess what that neans? That neans that in the big
scale of things in this building we're not going through a
convoluted fiction of BCPs for projects. W're not really
functionally engaged anynore. That frees up talent. And | nean

that very seriously, talent, that we can use el sewhere in our
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own projects and forces us to quit the shell gane of noving
peopl e around in this building to support a process that's
anachroni stic, outdated and frankly inefficient.

M. Chairman, | nove that the --

CHAlI RMAN KEESE: Can | --

COMM SSI ONER MOORE: ["mgoing to put a notion on
the --

CHAI RMAN KEESE: Can | get a comment in before you
make your notion, Conm ssioner Moore?

COMM SSI ONER MOORE: Ch, I'dlike to see if I could
get a second to the notion.

CHAI RMAN KEESE: Ckay. Go ahead take a try at it.

COMM SSI ONER MOORE: I"'mnot sure that | could.

I"d like to nove that the Expert Wtness Contract
matter be approved at a |level of $3,000 and as an anmendnent to
the proposal that is before us.

CHAlI RMAN KEESE: W have a notion.

" m hearing no second.

I think | disagree, Conm ssioner More, wth nost of
your comments. Frankly, as an econom st, | would think you
woul d recogni ze that $10,000 in 1985 and $25, 000 today are
essentially the sane nunber. So | don't see that we're going to
be breaking the bank if for the last 13 years, when we've been
able to survive on this $10,000 w t hout breaki ng our bank, we

can probably survive with $25, 000.
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| also felt the Commttee carefully put together a
system for pronpt reporting of all of these contracts to the
Conmttee and the Conmm ssion so that we woul d have our fingers
on this at all tinmes.

| guess as far as the comment on siting | believe that
siting is a fundanental responsibility of this Comm ssion. And
| anticipate that as restructuring goes through, that the role
of the Energy Comm ssion in siting energy facilities and their
ancillary activities will increase rather than decrease.

| have been and continue to be concerned about mcro
managenent at the Comm ssion |evel of Staff activities. And |
t hi nk suggesting that every contract worth $3,000 be revi ewed by
the Conm ssion itself just tends to |lead us nore towards mcro
managenent. | think our goal should be to, as the Comm ttee has
suggested, nove towards contract stream ining; nove towards
freeing up Staff to do their activities; and allow ng the
Comm ssion to work as a board, not as a m cro manager of
Conmi ssi on prograns.

COWM SSI ONER LAURI E: M. Chairman, if | may.

CHAI RMAN KEESE: Conm ssi oner Laurie

COMM SSI ONER LAURI E: | certainly appreciate
Conm ssi oner Moore's coments. Certainly circunstances
regardi ng siting cases has changed. The propriety of having the
rat epayer continue to pay for the processing of merchant plants

is problematic. | think it is an extrenely legitinmate question,
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a legitimate issue that has been discussed and wll be
di scussed, | would say, imediately. It is a very, very proper
question and one that | entertained probably ny first week here.

W know how t he systemnormal |y works in nost |and-use
matters; that is, the applicants put the noney up. Wen
inquired in regards to how or why our process works the way it
does, the answer | received was, "The question has been brought
up before. It is currently the manner in which our systemis
processed. And in the past there was a feeling that seeking
statutory change woul d have been i nappropriate.” It may very
well be that that is no longer the rule. And the question is
deserving of further investigation.

| have absolutely no problemin putting responsibility
and accountability in managenent both at the Executive Ofice
and at the division |evel for contract nmanagenent or contracts
above $10, 000. Wether the nunber is 25,- or 30,- or 20,-, it
certainly is perhaps sonewhat arbitrary. But responsibility and
accountability are very inportant, just so |l ong as we know where
the responsibility stops, and certainly it is ultimately with
this Comm ssion. However, in this instance the Staff does
report directly to the Commttee. The Conmttee will have
responsibility for keeping tabs on those expenditures. And if
there is a failure on the Conmttee's part then we will be
called to task for that.

As indicated earlier, perhaps the entire issue needs
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investigation in regards to the del egati on of contract

authority. It is something that should be brought up again on a
Conmi ssi on-w de basis, and | would urge us to do so. The bottom
l'ine, however, in regards to the propriety of contract

del egation for this office in these cases, | think, is extrenely
pr oper .

In that light I would nove Staff's recommendati on.

CHAlI RMAN KEESE: W have a notion.

VI CE CHAI R ROHY: "Il second.

CHAI RMAN KEESE: Second. Any further discussion?

COMM SSI ONER MOORE: On the notion, just to clarify
some points nmade by the Chairnman.

One, | was not debating the issue of inflation of the
$10, 000 or deflation of 10,000 to $3,000, so that really wasn't
what was on ny m nd.

And, second, in no way do | denigrate the
responsi bility of this Comm ssion to have siting matters under
its purview | only suggest the siting systemthat we're using
is, as Comm ssioner Laurie just said, should be under thorough
revi ew because it seens to ne this is the opportunity to reform
it and to understand what the real work that's going on is.

It's in the environnental arena as opposed to the needs test
that we used to do. It seens to ne this is a perfect tine to
reformit.

So with that | intend to oppose the notion.
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CHAI RMAN KEESE: Any further discussion? And public
comment ?

(No response.)

CHAI RMAN KEESE: Al in favor?

COMM SSI ONER SHARPLESS: Aye.

COMM SSI ONER LAURI E: Aye.

VI CE CHAI R ROHY: Aye.

CHAI RMAN KEESE: Qoposed?

COMM SSI ONER MOORE: No.

CHAI RMAN KEESE: Four to one.

(Motion carried with a four-to-one vote to approve the
increase in expert witness contracts from $10, 000 to $25, 000
with signature authority to the Executive Director.)

CHAI RMAN KEESE: Thank you.

Item 3, Blythe Energy, LLC.  Possible consideration and
assignment of a Commttee to conduct proceedings on the
Jurisdictional Determnation petition filed by Bl ythe Energy,
LLC

MS. GEFTER: CGood norning, Conm ssioners. This is
just a proforma matter. On July 23rd Blythe Energy filed a
petition for Jurisdictional Determ nation requesting an
exenption fromthe NO requirenents. The purpose of this item
is to assign a commttee to conduct proceedings on the petition.
The Comm ssion has typically assigned the Energy Facility Siting

Commttee to these natters.
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CHAI RMAN KEESE: Sounds like a splendid idea. So
Conm ssi oner Laurie noves the Blythe petition for Jurisdictional
Determ nation be referred to the Energy Facility Siting
Conmttee? |Is that Acceptable?
COWM SSI ONER LAURI E: | would so nove, M.
Chai r man.
CHAI RMAN KEESE: Do we have a second?
COWM SSI ONER SHARPLESS: Second.
COMM SSI ONER MOORE: Second.
CHAI RMAN KEESE: Second. Any further discussion?
COMM SSI ONER MOORE: Thi rd.
CHAI RMAN KEESE: Any public comment?
(No response.)
CHAI RMAN KEESE: Al in favor?
COMM SSI ONERS: Aye.
CHAI RMAN KEESE: Qpposed?
(No response.)
CHAI RMAN KEESE: Five to nothing. W have Bl ythe.
(Motion unaninously carried to approve the assignnent of a
commttee to conduct proceedings on the Jurisdictional
Determnation petition filed by Blythe Energy, LLC.)
CHAI RMAN KEESE: Item 4, La Pal oma Generating
Conpany. Possi bl e considerati on and approval of the Energy
Facility Siting Commttee's recommendati on concerning La Pal ona

Cenerating Conpany's petition for Jurisdictional Determnation
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under Public Resources Code Section 25540. 6.

Good nor ni ng.

COWM SSI ONER LAURI E: M. Chairnman.

CHAI RMAN KEESE: Comm ssi oner Lauri e.

COWM SSI ONER LAURI E: Menbers of the Conm ssion,
good norni ng.

What you're hearing is the Proposed Decision in
regarding the application for --

CHAI RMAN KEESE: Conmi ssioner Laurie, may -- |I'm
sorry, go ahead. |'msorry.

COMM SSI ONER LAURI E: That' s okay.

-- for the NO exenption filed by La Pal oma Generating
Conpany. La Paloma intends to build a 1,000-nmegawatt gas-fired
nmerchant plant in Eastern Kern County near the town of
MKittrick, and proposes to sell its electricity to the
California Power Exchange.

A Petition for Jurisdictional Determ nation requesting
exenption fromthe NO requirenents was filed in June of this
year, the applicant basing its request on the provision which
allows NO exenption for gas-fire projects that are the result
of a conpetitive solicitation or negotiation.

The Commttee, the Siting Commttee, nyself and Vice
Chai rman Rohy conducted a public hearing on the matter and
i ssued its Proposed Decision on July 31st. The Proposed

Deci si on recommends that the application be granted.
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That Decision is based on the prem se that the Power
Exchange represents a series of solicitations which creates a
conpetitive marketpl ace where negoti ati ons conti nuously occur
bet ween suppliers and consuners and thus is a result of a
conpetitive solicitation

The Conmittee further determ ned that such a
determ nation is consistent with Conm ssion policy as expressed
in the addendumto ER 94 as well as policies expressed in ER 96.
The finding that the current market mechani snms were designed to
provi de power at acceptable prices without risk to ratepayers,
this being a nerchant plant, this proposal falls wthin that
cat egory.

The Proposed Deci sions specifically does not offer a
bl anket exenption for nerchant projects. Consistent wth what
the Commttee felt to be Conm ssion policy, as expressed in
earlier Conmm ssion reports, the Commttee determned to offer a
proposal which continues the policy of issuing decisions on a
case- by- case basi s.

In the Decision the Siting Cormttee states that we do
intend to examne the propriety and necessity of nodifications
to the NO exenption process in |ight of AB 1890. Further, the
Deci si on recommends that the Conm ssion reviewits integrated
assessnent of need criteria. |In particular, the Decision
suggests that nore specific guidance is necessary to assist the

Commttee Staff and project proponents in evaluating NO
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exenpti on requests.

Finally, the Decision clarifies that a project
proponent must conplete the NO exenption process prior to
filing an AFC. In this case La Paloma filed its AFC before the
Conmttee issued its Decision on the NO exenption or before
even being considered by the Comm ssion as a whole. And the
Decision thus instructs La Paloma to refile its AFC should the
exenpti on be granted.

I think in consideration, M. Chairman, of this
application it was recognized that it is tinely for perhaps not
only an investigation of the path as expressed in ER 96. And it
is urged that that particular nunber in ER 96 be i medi ately
reviewed and attended to, but also the issue as a whol e be
addressed froma policy perspective. And if this Conm ssion
determ nes a policy needs to be changed, then we would certainly
propose that that discussion take pl ace.

I"maware in Comm ssioner More's proposed dissention
that there is sone reference to disagreenent with the verbi age
in both the Addendumto ER 94 and perhaps the policies expressed
in ER 96. Al though | was not present as a Menber of this
Conmm ssi on when the Addendumto ER 94 was passed, | certainly
recogni zed it however as the existing policy of this Conm ssion
even t hough arguably the verbiage in that report could have, or
woul d have, or arguably was suppl anted by ER 96.

The nessage | got out of both of those policy docunents
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however, including ER 96, which although I didn't author, I
certainly voted on and feel loyal to, is that the world has
changed when we have applications for nmerchant plants. And the
NO exenption process needs to be reexamned in light of that as
well as in light of recent |egislation.

| think the Siting Commttee felt bound, not
necessarily negatively so, by the way, by what we felt

Conmi ssion policy to be as expressed in earlier adopted

Conm ssion reports. W believe -- and | don't intend to speak
for Comm ssioner Rohy, I'Il ask for his opinion separately --
but the Commttee Decision, | believe, is felt thoroughly

consistent with Comm ssion policy as it exists today.

It is recoomended by the Commttee that the Proposed
Deci sion be adopted. Staff is available to respond to your
guesti ons.

CHAlI RMAN KEESE: Thank you.

I think procedurally since we do have a dissent that
has been filed, and you perhaps are the only one who was able to
read it, perhaps we should have -- Comm ssioner More, would you
like to explain to the rest of us on the nature of the dissent?

COMM SSI ONER MOORE: Thank you, M. Chairman.

First of all, I have a couple of just opening comments.
First of all, | want to thank the Commttee for the thoughtful
way they went through this and the fact that it is on the table.

Because it seens to ne that it, once again, points to sone of
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the very nuch | arger issues that we have to contenpl ate before
us.

Second, | believe Susan was the one who wote up the
Conm ttee opinion on behalf of the Commttee.

I's that correct, did Susan --

COMM SSI ONER LAURI E: I[t's a Conmttee docunent,
Comm ssi oner More. | don't knowif we need to identify the
specific author of it.

COWVM SSI ONER MOORE: Vell, actually I --

COMM SSI ONER LAURI E: Certainly --

COW SSI ONER MOORE: | wanted to offer sone --

COWM SSI ONER LAURI E: Certainly Ms. Cefter is
famliar with the Decision.

COWVM SSI ONER MOORE: Ckay. Well, it was a nice job.
| thought it was clear and, really, for things like this in the
future it's a good nodel .

COMM SSI ONER LAURI E: In which case the Commttee
takes full credit for it.

(Laughter.)

COMM SSI ONER MOORE: That's what | thought was goi ng
to happen. That's why | thought |I'd get the primary authors
out .

I think you all have a copy of the non-draft that |
signed of the dissent. And, really, let nme say a coupl e of

thi ngs about the dissent itself.
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First of all, it's a respectful dissent with the
Commttee opinion. | obviously had the advantage of that ahead
of time. And for those who didn't know that it was comng, |
apol ogi ze. | actually thought we had nade it pretty public that
we were intending to publish this out of ny office. So --

COMM SSI ONER LAURI E: For the record, Conm ssioner
Moore, | don't believe either the Conmttee or any Staff nenber
had any know edge of the intended dissent.

COWVM SSI ONER MOORE: | take conplete responsibility
for that and | offer you ny apology. | thought that that was in
process.

I think the bulk of ny coments can be sumed as this.
It seens to ne the NO process is still valuable today even in
spite of the things | have said about the needs assessnment. It
seens to ne the needs assessnent can be a vehicle and the NO
process, which includes alternative sites, can be a vehicle to
hel p us understand the | arger question of how the market wl|l
actually respond to these proposed nerchant plant |ocations or
siting requests in the context of whether the systemis actually
going to have a reliable -- and we use the word "reliability" a
| ot around here -- whether it will have a reliable structure
that we can | ook to.

And | think that that question of reliability in terns
of geographic structure is relevant, one that really can only be

answered either through a very conprehensive NO process or
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t hrough an expansi on and nodi fication of the cunul ative i npact
section of the AFC or the final docunment, when it cones out.

It seens to ne that this is the world we will have to
nove into. And to the extent that we | ose arrows out of our
qui ver, we | ose the power to view how siting is actually taking
pl ace and how the market is actually responding to requests.

My second point is really contained in the remarks on
page 3, which is headed "Addendum to the 1994 Electricity Report
and Its Applicability During the Pendency of the 1996
Electricity Report.” |, as Comm ssioner Laurie just nentioned,
was a signator to ER 96, and appreciate what the Commttee is
sayi ng about a case-by-case basis for NO exenption requests.
That is exactly as you see in the docunent, the way that | read
the "96 Electricity Report. | understand there are may be ot her
opi ni ons about that, but that's the way | read it.

And, as a consequence, it seens to ne that we run the
ri sk by taking the action the Commttee is proposing today, for
a nmerchant plant, we run the risk of |osing the context in which
these plants are actually expected to conpete. W |ose the
context of the reliability question that all of us are
interested in asking and achi eving sone kind of an answer to in
the future. And, as a consequence, it seens to ne that by
voiding it -- avoiding it, that we do the public a disservice.

Frankly, this is a conpetitive process for all the

players in the outside world. | would hate to set a precedent
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that woul d have to be overcone later on in terns of our ability
to see siting on a broad scal e.

So | have literally conpressed five pages of comments
into those. M sense is we set a precedent by follow ng the
Commttee's Recommendation in this case. As | indicated, | wll
di ssent.

Assum ng the Conm ttee Recommendation passes, | think
we need to, at the very least, maintain the case-by-case status.
W have just assigned the Blythe case to the Conmmttee. | hope
and trust they will review that on an individualized basis, but
that we use this opportunity to go ahead and ask oursel ves what
tools we are going to use evaluate siting cases when we don't
have the opportunity to viewthemin alternative, geographic
arenas.

As a post script to that, and then | will stop, |
should indicate to you | have been di scussions with sone of the
techni cal Staff about producing a new product that each one of
the Presiding Comm ssioners and Associ ate Conm ssioners can use
inthe siting cases that will start to bring up a GS map
showi ng where each project is in location to every other nmap and
starting to draw sone of the overlaps in such a way that we can
begin to visualize how confluence of plant sitings mght affect
the overall environnment, including the econom c environnent of a
| ocal community, and begin to set the context for sone of the

reliability questions that we want to ask.



Busi ness Meeting of August 12, 1998

So that is the context of the dissent. | hope it
provi des a thoughtful and constructive argunment for revising our
procedures in the nearterm especially given the nunber of
siting cases we have in front of us.

Thank you.

CHAI RMAN KEESE: Thank you.

Comm ssi oner Rohy or Laurie?

VI CE CHAI R ROHY: Thank you, M. Chairnman.

Conmi ssi oner Moore, | have sone probl ens understandi ng
your positions. Wen we had the discussion on Item 2 versus the
di scussion on Item4, --

COMM SSI ONER MOORE: Yes.

VI CE CHAI R ROHY: --as | recall inltem2 you
descri bed a new nethod for doing siting process that relied
pretty strongly on environnmental issues and not getting into the
i ssues that we once considered were inportant during the
regul ated worl d.

My under st andi ng was you wanted to focus primarily in
the siting cases on environment and the effect on the
envi ronnent .

COMM SSI ONER MOORE: Actual | y what may have
happened, Comm ssioner Rohy, is that | may have sinply stunbled
in what | was saying or attenpting to say on the previous item

The case | was trying to make was not that each one of

the issues, which are included in your sentence, weren't
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inmportant, but that it was a task we could better nanage by
reaching out to the outside world and contracting for it through
i ndependent contractors. As Conm ssioner Laurie pointed out, we
have a long history with CEQA in NEPA in doing that, where you
reach out to independent contractors to do the work.

So, no, if | cane across is that, | sincerely apol ogi ze
because | don't think that there are any of the issues that we
currently evaluate that we shouldn't be |ooking at. And, as a
matter of fact, it seens to me that strengthening the
relationship of the cunulative inpact analysis, which is a
knotty problemanyway, is frankly an area we ought to go nore
fully into in the future.

And to nme one of the easiest and perhaps nost direct
ways to do that is to use the NO process as the unbrella in
whi ch to ask sone of the geographic questions upfront. The
alternative, | think, is sinply to, when the environnenta
I mpact process is undertaken, to take and really expand the
cunul ati ve inpact analysis in that docunent. To ne it's one or
t he ot her.

But if | came across as wanting to delete itens, |
wasn't. | was sinply trying to find a different forumto do
themin other than having internal Staff performthe
envi ronnent al inpact anal ysis.

VI CE CHAI R ROHY: Vel |, perhaps | was going there in

nmy own mnd, that | think in the newworld we need to streaniine
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the process certainly not at the expense of the environnental
issues. And | think Staff has done and continues to do a very
good job on the inpacts analysis froman environnental point of
Vi ew.

However, when | | ook at the newworld we're in, it is
up to the offeror, the plant applicant, to suggest a site. In
ny mnd, if that site is unacceptabl e because of cumul ative
effects, they | ose. They take that risk. They have that
opportunity to come to us with a full NO and go through the
process. They are requesting an exenption fromthat process,
and that is their choice.

Shoul d they take that choice, we grant themthe NO
exenption and we find the cunmul ative effects are well beyond
what we want to approve, they have just a |lot of time and
perhaps a lot of noney. So | see the risk as being put on the
applicant. And | certainly would encourage our Staff, with
out si de hel p, as you suggest, and parties to | ook at the inpacts
on the local area and on the broader state area.

I"mnot sure we have an authority yet to go as far as
on reliability as you suggestion, but | know Staff would and
should do the reliability analysis as part of any new
application, just so we have that information.

And, to a last point, we do run the risk of setting a
precedent with this, but | believe Comm ssioner Laurie and | in

the Decision have stated that this is not precedent-setting,
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that it is not our intention to set precedent, although I
acknow edge your statenment that it could be a possibility.

COWM SSI ONER LAURI E: M. Chairnman.

CHAI RMAN KEESE: Comm ssi oner Laurie

COWM SSI ONER LAURI E: Again | find Conm ssioner
Moore's comments to be thoughtful. And | often find themto be
constructive, but that generally depends on whether or not I
agree with them In this case | do.

The NO process does provide inportant information. |
think the legislation setting up the NO process had a very
legitimate basis behind it. | also acknow edge that, in ny
view, we should be doing a deeper cunul ative anal ysi s under
CEQA. | have found in the past that anal ysis has not net ny
expectations, although in ny view it has neet the expectations
under the law. | believe we should be doing nore in that
regard, and I will be comenting on that at a further point in
time.

Nevert hel ess, recognizing the inport of the NO
process, recognizing the nmandates under CEQA and perhaps sone
i nprovenment we can do in that regard regarding the cunul ative
analysis, a portion of that work, | nust again go back to our
interpretation of the law, our interpretation of Conmm ssion
policy as it exists as of this date and as it existed at the
time the applicant filed their request.

It was our finding that that application is consistent
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with the law and is consistent with Conm ssion policy. It is
noteworthy that we have stated in the Decision that a revi ew of
both the law and policy is tinely and it is our intention to
have the Comm ssion conduct such a review

CHAI RMAN KEESE: Thank you, Comm ssioner Laurie.

Comm ssi oner Sharpl ess, do you have a coment ?

COMM SSI ONER SHARPLESS: Yes. | think what this
project has brought out is a real knotty issue.

And, thank you, Conm ssioner More, for trying to take
a stab at it and using the NO as a vehicle, which we have been
ki nd of working around the nmargins of. And now that we see the
| arge nunber of possible |arge applications com ng through the
door, they have raised i ssues of how we have done the business
and what we have based on our decision on.

This NO process, | don't believe we have ever rejected
an NO request, for as long as |I've lived here at the
Comm ssion. | think tinme and again, as it's come up, because it
neets very strict statutory requirenent, | began to wonder
whet her our exenption process was worth the tinme and effort to
go through it, since it seened as though we were always granting
them And perhaps the Commttee position to ook at the NO and
perhaps elimnate the NO came fromthe same concl usion, |'m not
exactly sure.

But | think one has to go back and | ook at why we have

an NO and why the Legislature -- or what was the rationale in
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the legislation to provide for an exenption, and where does that
bring us today.

I think Conm ssioner Mbore raises a very good point
regardi ng how are we going to deal with all of these facilities
if in fact we're no |longer doing a needs analysis; if in fact we
can't ook at these froma statew de perspective; if in fact we
can't look at the inpact of these or at |east don't have
authority to do anything about the inpact of these facilities,
perhaps on the overall reliability of the system even though
per haps CEQA woul d require us to analysis it. That's one thing
to analyze it, it's another thing to have sone kind of nechani sm
or authority to do anything about it. | think I have heard
every Conm ssioner speak today to sonme aspect of that point.

On this particular project we have already granted NO
on nerchant facilities. W have been able to do that because
the aw said we would | ook at these proposals and if they net
the strict requirenents of the statute, that is if they had
signed contracts and they were in sone kind of bid, solicitation
or contract process, that in fact they should be exenpt. And in
fact that is what this Conm ssion has done.

This project is alittle bit different. | think it's
noteworthy that the Commttee really had to grapple with the
point of howthis is different. And this is different because
this project doesn't have signed contracts, as | understand it,

but will sell its power through the Power Exchange. And the
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argunent being nmade here is that by selling power through the
Power Exchange it's the same thing.

So if in fact the Conmttee finds that or the
Conm ssion finds that, that basically | think, Conm ssioner
Moore, opens the door for everything. |Is that not your point?

COMM SSI ONER MOORE: That is ny point. And actually
you find that in ny dissent, that if you make that finding, that
that's the effect of selling through the Power Exchange, then
why have it. And, frankly, | disagreed with the concl usion.

COMM SSI ONER SHARPLESS: If in fact you follow that
| ogic and you say, no, that we're not going to say that that's
what the law -- we're going to take a narrow interpretation and
say the |l aw does not allow for this, of course people can get
amendnents to that |aw, what is the basic outcone of that?

Does anybody have an opi nion on what the outcone is?
That all projects that now no | onger have contracts will have to
go through the notice instituting -- what's the "NO" stand for
-- notice of intent?

COWM SSI ONER MOORE: Notice of intention.

COMM SSI ONER SHARPLESS: Notice of intent, which
i's, what, about a year's process?

COMM SSI ONER MOORE: It can be a year's process,
SO --

COWM SSI ONER SHARPLESS: And out of that what would

we get?
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COMM SSI ONER MOORE: Vel |, under ny thinking what
you woul d get is a very conplete analysis of the alternative
sites that neet the criteria for location. You would get --

COWM SSI ONER SHARPLESS: But is that sites only
within the region? Can we | ook statew de?

COW SSI ONER MOORE: You coul d | ook st atew de.

COMM SSI ONER SHARPLESS: Do we think the NO would
allow us to do that, M. Chanberlain?

MR. CHANMBERLAI N: I"msorry. | was reflecting on
sonmething else in the statute | wanted to add to your point.
What was your point?

COMM SSI ONER SHARPLESS: The idea is that during
the NO process we could reflect on what would be the best site
for this facility and it would not have to be as we have done in
the past, whether it's on H Street or | Street or J Street in
Sacranento, but we could have the luxury of |ooking statew de as
to where the best site for a project would be during the NA
process.

MR. CHANMBERLAI N: Vel |, you can do that during the
NO. You could also do it during the AFC. During the N,

t hough, the applicant under the NO process is required to bring
forward three sites, a mnimumof three sites. That's all
they're required to do.

COWM SSI ONER MOORE: And they woul dn't have to bring

those forward statewide. Wat Jan is saying is that we could
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| ook at things statewide. Let's say that a proponent of a
project brought in a site that was a possible site in Eureka and
a possible site in Fresno and a possible site in the |nperial
Vall ey. Nothing precludes us fromlooking at all three of those
sites.

But | don't believe we have the power to say, "You have
to show us three very diverse sites.”" They could bring us three
sites in a ten-square-mle area.

COMM SSI ONER SHARPLESS: I n ot her words,
Comm ssi oner Moore, we wouldn't -- you nentioned the map
activity. And if in fact we had this map activity and we found
that froma reliability and systemoperation, and there's a | ot
of policy issues that go into that, that instead of this project
bei ng placed in Bakersfield, it really ought to be in Eureka or
it really ought to be sonewhere down in Southcentral L.A , do
you think we have the authority then to tell the applicant the
only acceptable site would be a site in sone other part of the
state than what his project in the NO process would provide?

COMM SSI ONER MOORE: | think that we have the
responsibility to take many, many factors into account, not the
| east of which is whether or not an area, if fully devel oped --
let's say you have an area that's renoved from nost urban
centers, maybe it's in the desert somewhere, and you have three,
four-plus proposals for siting coming in. And let's say that as

a result of you determne there is only capacity to utilize on
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the Iines in the interconnect two of those or one of those.

Let's say you can't handle all of those. They're not
going to do anything to add to the system Wat is the
responsibility of a Conm ssioner to issue an opinion about the
propriety of the site? It seens to ne you have to take in not
just the strict environnmental inpacts, but the cunul ative and
over | appi ng effects, sone of which include market participation.
| don't think that's off the radar screen.

And that neans, and | know that this is just a dreaded
thing to say, but it neans there may be an applicant who has a
Presi ding Menber's recommendation to turn them down, saying, no,
it is not our job, it is not the job of the Staff or the
Conm ssioners to facilitate the entry of any one of these plants
into the market.

And | get the feeling sonetines that that's the way
many players view the action of the Comm ssion. CQur
responsibility is to adjudicate the siting question at |arge.
And as you opened your comments, you said the "knotty question
of this." It is extremely knotty. And | think that how we
tease apart the interplay between sone of these plants and their
i mposition of inpacts on the environment is extrenely inportant.

I amsinply say there nmay be geographic and | ocati onal
guestions that ought to be asked and ought to be | ooked at in
sone format as well as sinply sone of the nore cl assic questions

of whether or not there's an endangered species that gets upset
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or whether air quality inpacts will be mtigated or not over
time. So I'mlooking for another tool.

When | use the map tool, really I was intending, and I
think the first version of it that you see is really just
intended for the five of us so you can kind of visualize where
things are. It wll get nore sophisticated over time. But the
first iteration of it is to just try and put sone of these
things in context with sone of the data that we devel op

COMM SSI ONER SHARPLESS: Vel |, based on that vision
then we should not -- notwi thstanding the statute that says we
shall exenpt, it seens to nean |like there should be no exenption
of any project fromthis process for all of the very valid
reasons that you lay out. And perhaps what the Conmttee m ght
consider is to go the Legislature and renove the exenption
requi rement, not renove NO, but renbve the exenption
requirement as a nore appropriate approach to get to the issue
that you' ve laid out.

COWVM SSI ONER MOORE: | think that's a legitinmate
policy question for us to ask. Under the rubric of the NO
exenption, it seens to ne the question that ought to be asked
is: Is this an extraordinary rather than an ordi nary
circunstance. And, frankly, the argunents that were advanced by
the applicant in this case, it seens to ne, seemordi nary and
not extraordi nary.

MR. CHAMBERLAI N: M. Chairman, --
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CHAlI RMAN KEESE: Thank you.

Par don?

MR. CHANMBERLAI N: M. Chairman, could I just add?

CHAI RMAN KEESE: Yes, M. Chanberl ain.

MR. CHANMBERLAI N: There are many, many interesting
aspects of this discussion.

CHAI RMAN KEESE: It was a very interesting
di scussi on.

MR. CHAMBERLAI N: Yes. | think | could add a | ot,
but et ne just add one very brief thing. And that is the
exenption which you're tal king about, which is in Section
25540.61, is limted to gas-fired power plants.

And so if soneone proposed a coal -fired power plant or
a nuclear-fired power plant or some other technol ogy, even
though it mght very well be considered the result of a
conpetitive solicitation --

COMM SSI ONER SHARPLESS: R ght. Right.

MR. CHAMBERLAI N: -- or negotiation, it would not
qual i fy.

COMM SSI ONER MOORE: Couldn't do it.

COMM SSI ONER SHARPLESS: | mean it just goes to the
point, if we're trying to do sonething through the NO process,
what | wanted to point out is that nmaybe the goal and objective
t hat Comm ssioner Moore brings out is valid fromwhere we're

nmoving in the new environnent. But we still have the NO
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exenption. It doesn't cover all of the facilities. And so
there's like a fairness issue, where we're maki ng sone
facilities go through a tighter test than we are others.

And we're not going to be able to achi eve an objective
of looking -- well, we would, but not in the NO process. W'd
have to do sone in the AFC process and sone in the NO process.

And, quite frankly, it just sounds like it'd be kind of
nmessy to do it that way because you are maki ng sone projects go
t hrough a | onger | oop, even though, as Comm ssioner Rohy said,
the applicant would be running the risk through the AFC process
versus the NO process.

So what I"'mreally trying to explore is Mchal's
out cone and his recommendation here. H's reconmendation is to
deny the NO exenption in this case because he feels as though
-- | think, Mchal, and nake sure that | don't msstate you --
that it is opening up a precedent that virtually will elimnate
the NO process for thernmal that have gone through sone kind of
bi ddi ng - -

MR. CHAMBERLAI N: For natural.

COMM SSI ONER SHARPLESS: -- bidding process, --

MR. CHAMBERLAI N: Yes.

COWM SSI ONER SHARPLESS: -- even if that's through
t he Power Exchange, which is virtually everything.

On the other hand, there will be projects that won't be

incorporated in this. He's gone to a nmuch |arger policy issue.
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So what do we do? Do we hold up a ot of projects that cone in
on the NO process and those that don't fall into that we go
forward? And how do we resolve this issue?

If, in fact, we deny this request how do we resol ve the
issue in atinely way?

COMM SSI ONER MOORE: Vell, the way we resolve this
issue is, if you deny the request, an NO would have to be
prepared and the alternatives woul d have to be presented to us.
That | think would, in turn, effectively set a precedent the
opposite way, which woul d suggest to any applicant that they're
going to have to start presenting data in that way for us to
make a deci sion.

The second part of your question, which is directed to
us, to the five of us, is that it seens to ne we need to convene
a neeting of the mnds, an offsite, sonmething that's devoted
specially and specifically to the issue of siting objectives and
procedur es.

And, perhaps under that unbrella, the Siting Commttee,
in addition to all the other work they have got to do, today
woul d have to cone up and present us wth a set of debate points
whi ch woul d then work our way through on a policy basis at this
| evel .

VI CE CHAI R ROHY: M. Chair, may | add sone
conments, join in the fray?

CHAlI RMAN KEESE: Sure. (Go ahead
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VI CE CHAI R ROHY: I"'mlistening to the debate. It
is sonmething that we, as a Comm ssion, need to debate in great
detail. However, having been on not only this Siting Commttee
but the previous one, and working with Staff for the full tine
|'ve been at the Commission, |'ve not been convinced that there
is any reasonable use for an NO at this point for gas-fired
power plants.

The only option that an NO gives is the alternate-
site option. And if we start getting into a site-picking
busi ness here in this Comm ssion -- and we've had this argunent
between Staff and nyself on various cases, and | don't nean it
to be a negative argunent, nore of an intellectual one going
back and forth -- if we get into a responsibility for the site,
for the power plant's financial operations, for its ful
viability, if however we do what you suggest, Conm ssi oner
Moore, and have a G S systemavailable that, in fact, shows
where transm ssion constraints exist, where reliability would be
enhanced by new power plants, |I'msure applicants who are
putting hundreds of mllion of dollars at risk would be very
wel | advised to look at data and, in fact, before they cane to
us with a proposed power plant, |ook at those data, work with
Staff, and say, "By golly, if I put ny power plant here | bet
you it not only will sell alot, it mght even be a nust-run
power plant. | could bunp out soneone else."

So they woul d be advantaged by | ooking at the data that
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Staff is putting together and, in fact, probably would bring us
a better power plant site. So | amconvinced the process that

we have in place now, to do AFCs, is a very thorough process.

It's a process that does exam ne environnental issues. It
exam nes cumnul ative effects. 1t can examne the reliability
I Ssues.

| don't know what we woul d be gai ning by del ayi ng
appl i cants anot her year.

CHAI RMAN KEESE: Thank you.

COMM SSI ONER LAURI E: M. Chairman.

CHAlI RMAN KEESE: Yes.

COWM SSI ONER LAURI E: If I may, and | will close ny
comments after this. | again respect the issues put forward.

| suppose | would be construed to be, inny role as a
Menber of the Siting Conmmttee, what is deened to be a strict
constructionist. That is, | amnot about to bring to this
Conmi ssion or recommend to this Conm ssion a substantia
nodi fication or, in fact, any nodification to policy w thout
bringing it forward as a proposed policy nodification.

| consider it to be ny role, when | ooking at a
particul ar case as a Menber of the Siting Commttee or as a
Menber of the Project Commttee, to rely on what | understand to
be the |l aw as well as Conm ssion policy.

And in regards to Conm ssion policy, now |l have to

admt to having been educated on this because | was not here in
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February 1996 when the Addendumto ER 94 was adopted, but | have
read the foll ow ng verbi age of this Comm ssion:

"W regard AB 1884," which | believe was the statute
that created the exenption, "as an inportant change in the
phi | osophy underlying the requirenent of need confornance,
in which the Legislature has indicated that the forces of
conpetition are inadequate and perhaps a superior
alternative to governnental attenpts to determne what is
the in the best interests of ratepayers.

"As clarified in this Addendum we also regard AB 1884
as providing for inportant changes in the permtting
process for natural gas-fired products. That is, we
believe AB 1884 also reflects a view that for natural
gas-fired power plants, the forces of conpetition or the
act of negotiation with conpeting devel opers shoul d produce
and establish power pool on a realtine basis."

Now | may or may not fully agree with that statenent.
Neverthel ess, | consider it ny responsibility, in thinking about
this particular case that is up for consideration, to rely on
what | thought to be the intent behind that verbiage.

And | believe the Proposed Decision of the Siting
Commttee is consistent with what we understand past and current
Comm ssion policy to be.

If it deserves changing, and very well perhaps it does

or at least very well perhaps it deserves consideration, then it
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woul d be appropriate for us to do so.

CHAI RMAN KEESE: Conmm ssi oner Laurie, | would note
your report to us suggests the Energy Facility Siting Conmttee
shall inmedi ately nove to exam ne the propriety and necessity of
nodi fications to the NO exenption process and offer
recommendations to the Commssion. | think that's been apparent
fromall the comments that have been nade here, that that is
appropri ate.

It could well be that the NO is outdated. Certainly a
nunber of elenments of our process are outdated in the 1890
environnent. | believe the fact that w thin nonths of
deregul ati on we now are aware, through either direct discussions
or third parties' press releases, that there are sonewhere over
7,000 nmegawatts of generation being discussed already. And a
nunber of surprising proposals, such as Blythe slipping in, that
we are not aware of. So | think it is incunbent upon us to | ook
at it.

| was very concerned about this issue. | reviewed your
docunent in depth. | believe you' ve taken very good steps to
assure this is not a w de-open precedent, that you are not
di spensing with the NO, that there will be standards applied to
it. And so | would congratul ate you on your docunent. | think
you present a very good case.

COWM SSI ONER LAURI E: Thank you.

M. Chairman, it should be noted that ER 96
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specifically says it's a policy of this Conm ssion not to do
away with the NO .

Now what that all nmeans, in |light of what we're going
to do on a case-by-case basis, | think is up for further
di scussi on.

I would like to note you have been passed out an errata
sheet which sinply corrects sone typos. There is no substitute
nmodi fi cati on.

And, M. Chairman, at this point | would nove to
approve the Proposed Decision with the errata sheet.

VI CE CHAI R ROHY: | second that notion, M.

Chai r man.

CHAI RMAN KEESE: W have a notion and a second. And
I will declare all of these erratas are editorial except for
three substitutions of the nonth "July" for "June," which was
just an error. So these are editorial anmendnents.

VW have a notion and a second.

COMM SSI ONER SHARPLESS: | have a question on the
not i on.

CHAI RMAN KEESE: Conmm ssi oner Shar pl ess.

COMM SSI ONER SHARPLESS: Wthin the Commttee
Report there is a recommendati on that the Comm ssion reconvene
the ER 96 Conmttee for the purpose of review ng an integrated
assessment of needs' standard adopted therein.

To Conm ssioner Laurie's point about ER 96, ER 96 as
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was ER 94, were transitional docunments. W understood themto
be transitional docunments. W were dealing with noving targets
in those docunents. W do not have an ER 98. [It's uncl ear what
we're going to do in the future about integrated assessnent of
need processes and all of the issues that we have tal ked about
here this norning.

| would only say to that recommendation that | don't
believe that ER 96 is the appropriate place to review these
i ssues, inasmuch as ER 96 is working froma transitiona
docunent .

And | believe that it is appropriate that we get
started right away on these issues in sone kind of forumthat
lifts away fromwhat we've done in the past and can address
these issues in such a way as we are going to do themin the
future.

So | would like to renove, if that notion includes, a
reconmendati on to reconvene the ER 96 Conmttee to, rather than
reconvene, to convene or to establish this process be placed in
the appropriate forumwhere we can | ook at these questions anew
and not be based on what we said in ER 96, why we said it in ER
96, the nunbers that we're stuck with in ER 96, and the policies
that we establish in ER 96.

| guess that would be an amendnent to the notion
to --

COWM SSI ONER LAURI E: M. --
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COWM SSI ONER SHARPLESS: -- to make it go sonewhere
el se.

CHAI RMAN KEESE: Ckay. | have | ooked at this,

Conmi ssi oner Sharpl ess, also. Actually ER 96 suggested a
l[imted continuing role for the ER 96 Comm ttee, which was to
| ook at adjusting the nunber, should that be appropriate.

The order adopting ER 96 -- to ny amazenent --
establ i shed ER 96 as a continuing, standing conmttee for that
pur pose, of |ooking at that nunber.

COMM SSI ONER SHARPLESS: Vell, then --

CHAI RMAN KEESE: So it's really not necessary for
the Comm ssion to reconvene it. | think of its own, the ER 96
Comm ttee sits there and can reconvene --

COWM SSI ONER SHARPLESS: Wth all due respect to
the Chair, M. Chair, --

CHAlI RMAN KEESE: One, can | --

COWM SSI ONER SHARPLESS: Surely. |'msorry.

CHAI RMAN KEESE: | have di scussed with Conm ssi oner
Rohy the issue. It seens to nme appropriate that this issue be
brought to the full Conm ssion through one neans or anot her.

W were planning on not bringing it up, leaving this
in, not bringing it up and trying to figure out what the
appropriate nmethod of getting this to the Conmm ssion as soon as
possi bl e m ght be, whether that is the 96 Standing Commttee or

anot her conm ttee.
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COMM SSI ONER SHARPLESS: Vll, | guess | just |oop
back and say it perhaps differently, because | don't think the
poi nt got across. And that was | ooking at the nunber that we
established in ER 96 and changing it based on a situation done
today neans that we have to use the same assunptions, prem ses
and dat abases that we used in ER 96. | don't think that's going
to get us to the issue we need to get to. And | think we need
to get beyond that transitional docunent.

So rather than say, "ER 96, go back and | ook at the six
t housand seven hundred sone odd negawatts you said was needed in
the ER 96 tine period," it doesn't deal with the issues of
integrated assessnent, it doesn't really -- it dealt with NOs
on a case-by-case basis because we didn't know exactly what was
going to happen then, it puts the ER 96 Commttee in a situation
when we're -- that we're dealing with a franmework that we're
really tal king about trying to change at this point in tine. So
that's really ny point.

ER 96 is not the appropriate place to do that. W need
a new forum W need a new conmttee. W need new t hi nking.
New, new, new t hi nki ng.

CHAlI RMAN KEESE: As one of the Menbers of ER 96,

does the other Menber of ER 96 -- | would suggest why don't we
take a vote on this -- do you see a need to renove this from
here? The Conm ssion has taken action. | would suggest that we

close this issue, and then if sonebody wants to make
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COMM SSI ONER SHARPLESS: I was just recomendi ng,
and since we're acting on the Conmttee report, that we strike
-- recomend t he Conmi ssion reconvene and just add verbi age t hat
says the Comm ssion will convene an appropriate commttee for
t he purpose of reviewi ng the integrated assessnent of needs
standard adopted therein.

COMM SSI ONER LAURI E: And, M. Chairnan,
Conmi ssi oner Sharpl ess, the basis for that specific
recommendation was -- | read this one sentence in ER 96, which
is in parentheses, by the way, that says, "(If during the
pendency of ER 96, a total nunmber of nmegawatts permtted exceeds
6737 (a prospect that is extrenmely unlikely), the ER 96 Standi ng
Conmttee shall reassess)"” yada-yada-yada.

So | think all the intent of that paragraph says is:
There needs to be a nechanismfor dealing with that nunber.

COWM SSI ONER SHARPLESS: But don't forget, there
was an anticipation that there would be an ER 98. If there is
going to be an ER 96 for the reason of the mllennium I
strongly protest that it's the wong franework in which to
revi ew t hese i ssues.

COMM SSI ONER LAURI E: Wiy, by golly, that section
wasn't ny idea, but --

COWM SSI ONER SHARPLESS: It was sonebody's. And it

wasn't mne, either, Conmm ssioner Laurie.
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COMM SSI ONER LAURI E: -- but I have no personal
objection to deleting that sentence fromthe Proposed Deci sion.

Clearly, however, it would then fall to sone ot her body
to address the issue. I'mcertainly nost interested in
Conmi ssioner's Rohy's view, since he is a Menber of the Standing
ER 96 Conmmttee, as to his desires.

VI CE CHAI R ROHY: Vell, ny guess is that if we
didn't do ER 96, it would be the Siting Commttee. And either
way, I'mon it, so --

COMM SSI ONER MOORE: You're al so on ER 98, which
never got convened. You're Second Menber on ER 98.

VI CE CHAI R ROHY: Wonder f ul .

(Laughter.)

VI CE CHAI R ROHY: Conm ssi oner Sharpless and | did
spend a lot of tine, and | understand the concerns that she just
expressed of the foundation and framework that was laid for that
decision. However, it's been the tradition of this Conm ssion
to have the Standing Commttee for however |long, and | say that
with trepidation, that ERis in pending, that that Conmttee
take action to interpret and to solve its issues.

My concern is, if we don't nake a commttee decision
today, that these issues will go on further with |ack of
comm tment by any particular group of Comm ssioners to see this
through. So if ER 96 is not the commttee, we ought to nake an

assi gnnent today rather than leave it in |inbo.
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And ny preference would -- | have a hard tinme saying
this because of the recollection of all the ER 96 hearings that
we went through with many of you, but | still think it's
probably the best forumto hear this in.

Having said that, | do it with trepidation
under st andi ng Conm ssi oner Sharpl ess' adnonitions. And if we go
forward with that, I'msure | wll hear fromher saying, "I told
you so."

And I will have to say, "You' re absolutely correct.

You did."

COMM SSI ONER LAURI E: | would like to clarify for
the record, M. Chairman, that the Addendumto ER 94 which
provi des the basis for nmuch of our decisionmaki ng today went
through the Siting Commttee rather than through a standing ER
94 Commttee. | don't think that's relevant for any other
pur pose than clarifying any question on the record.

In any case, | certainly again don't have any probl em
with the ER 96 Standing Commttee addressing the 6737-cap issue.
I think tinmeliness is critical. Watever nmechanismwe create to
bring back to the Comm ssion for a public hearing on the
guestion, if we're going to, in fact, anmend ER 96, | think it's
i nportant the matter be addressed very quickly so that we can
have a public hearing on it at the Comm ssion |evel in very,
very short order

COVM SSI ONER MOORE: Vell, M. Chairman, on the
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notion and on the statenment that M. Laurie just nmade, it won't
be just the 6737 nunber that the Standing Conmttee or any ot her
conmttee takes up. It will be a much broader issue of the

mar ket context in which these proposals are appeari ng.

The fact is that ER 96 was desi gned, as Comm ssi oner
Sharpl ess said, as an interimdocunent, one that antici pated,
but not perfectly, the fact that the regul ated market structure
was di sappearing, but it wasn't gone yet.

And, as a consequence, you operated with a fiction that
said that it was still in place and that you still had
responsibilities under the old Warren-Al quist Act. And, as a
consequence, it seens to nme that we should understand: This is
much bi gger question than just what's that nunber and do we
exceed the cap.

So the Commttee recommendation is nuch broader in
nature. It should be just understood in that context.

COMM SSI ONER LAURI E: On the question, Conm ssioner
Moore, the Comm ttee recomendati on seeks to distinguish between
the cap nunber and, in fact, the broader issue, if you can, in
fact, segregate those issues.

And the basis for that is ER 96 says specifically as to
the cap nunber, if there is a desire to change the cap nunber,
bring it back to the Standing Commttee for that specific
pur pose.

It's ny personal opinion that, dealing with any broader
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policy issue, that that matter should be brought up in a
different forum

COMM SSI ONER MOORE: Vell, Bob, | guess | would
answer that by saying the classical, "So what?"

| propose a new cap, 28,000. How is that any nore
rel evant than 6700? It is no nore relevant except in the
context that were you ever to get to a cap that was absurdly
large like that you would begin to inpact transm ssion
facilities, you would begin to inpact environnental comunities
in a way that was absol utely unprecedented.

So in that sense the cap is a different animal or the
objective in this case is a different aninmal, because you coul d
turn the question around and say is it an objective to reach a
certain nunber or is it alimt to reach a certain nunber.

So the definition of a "cap”" won't even suffice.

You' |l be dealing with a nunber, but it will have no rel evance
toacap or alid, but it will have every relationship to an
objective. And so the Commttee, whatever commttee deals with
this, is going to have a fundanental |y new question to ask
itself about market capacity.

COMM SSI ONER SHARPLESS: Vell, here's a
recommendation. Wy don't we refer it to the ER 98 Commttee
and have the ER 98 Conm ttee specifically focus on this issue?

CHAI RMAN KEESE: VW don't formally have a ER 98

Commttee, | don't believe. The --
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COMM SSI ONER MOORE: Actually I think we had one
when we formed the 1890 Commttees, forned it at the sane tine.

CHAI RMAN KEESE: | don't believe so.

I would like to, Conm ssioner More, throw in one other
option which is the --

COWM SSI ONER MOORE: That was brief.

(Comments off the record regarding the public address
system)

CHAI RMAN KEESE: Are we back on again?

One of the other options, actually, is to have no cap.
And that is an option that at |east two of the Comm ssioners
were very interested in voting on when we adopted ER 96, to ny
know edge.

So | think that, whoever the body is, goes through it,
we shoul d | ook at whether the cap should remain the sane, or
whet her the cap shoul d be adjusted, or whether a cap should be
renmoved in the new nmar ket pl ace where antici pated generation well
may be replacing old generation and is not, as in the old
utility days, just a nmere add-on to supply.

COMM SSI ONER MOORE: This is a good topic for an en
banc.

CHAI RMAN KEESE: Vell, it seenms to me we need to
send a signal to the marketplace, and we're sending a fal se
signal today. And therefore |I believe the nunber shoul d be

dealt with expeditiously.



Busi ness Meeting of August 12, 1998

And ny suggestion would be that we try to deal with it
at our first neeting in Septenber. |If there is sonmeone who
feels that a separate commttee hearing is necessary, prior to
bringing the solution to the Comm ssion, then |I woul d suggest we
have an arrangenent where we have a separate i ndependent
comm ttee hearing.

If not, | believe we could have -- any nenber here
could put a proposal forward for what we do with that nunber in
Septenber. And | would be very confortable if Conm ssioner
Rohy, through what ever neans possible, did that.

Wul d you be confortable if we just left this issue
open and | et Comm ssioner Rohy come up with a forumto do it in
before the day is over, or tonorrow?

COWM SSI ONER LAURI E: VWl |, what we can certainly
do is bring it back for full Comm ssion consideration. dearly,
however, there should be -- there's going to have to be working
with Staff and sone Staff gui dance and an en banc on the
speci fic question should be arranged and shoul d be schedul ed.

| certainly have no difficulty in having Conmm ssioner
Rohy, as | think the Presiding Menber or as one of the Menbers
of ER 96, work with Staff in preparing Staff's presentation to
the full en banc Comm ssion hearing.

VI CE CHAI R ROHY: I'd like to add one nore item |
don't think it's just a matter of picking a nunber. And this is

al ong with what Conm ssi oner Mbore and Conm ssi oner Sharpl ess
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have been sayi ng.

If we just pick a nunber out of the air, we have no
foundation and it will be subject to a |ot of discussions and
per haps unpl easantries. But there are sone other options that
we have need to explore.

One of themis we have the cap on approvals. The cap
could be on installations. So we get around this rush to
approval. People could get inline, get their facility
approved, and then not build waiting for the market to devel op
out .

But we could set a different type of approval for the
same cap, saying you can get your approval, but it's contingent
on sonebody el se getting to 6700. |If they hit that 6700, guess
what, your approval just disappeared.

I"'mnot saying that is the answer, but there are
different creative ways that we could look at this issue as
different fromjust picking a nunber. And | would be glad to
talk with ny fell ow Comm ssi oners about a process that we could
go through of fline.

CHAI RMAN KEESE: Wul d the Conmmi ssioners be
confortable with just asking Comm ssioner Rohy and Conm ssi oner
Laurie to come up wth a proposal for hearing at our first
nmeeting in Septenber?

| woul d suggest that perhaps M. Chanberlain, M.

Val kosky, M. Therkelsen and M. N x could coordinate a Staff
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proposal of options available to us, give themto a conmttee of
Comm ssi oner Rohy and Laurie and set themfor hearing at the
first neeting in Septenber, a public hearing?

COWM SSI ONER LAURI E: M. Chairman, | would nodify
ny earlier notion to delete the provision in the proposed
Decision referring the issue of the cap directly back to the ER
96 Standing Commttee. And I'Il leave that as a nodification in
ny earlier notion.

Then, secondarily, | would ask for another notion that
sets the issue of the cap on a specific agenda item probably
the first nmeeting in Septenber, but I won't include that as part
of nmy first notion.

CHAI RMAN KEESE: VW have a notion on the La Pal ona
generating --

VI CE CHAI R ROHY: | had the second, and | wll
accept the nodification of the notion as nodified by
Comm ssi oner Laurie just now.

CHAI RMAN KEESE: And we have a second w th our
errata and our anendnent.

Does any ot her Conm ssioner care to speak before we
hear from anybody el se?

(No response.)

CHAI RMAN KEESE: Does anybody feel a need to discuss

this issue?

(No response.)
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CHAI RMAN KEESE: Al in favor?

VI CE CHAI R ROHY: Aye.

COMM SSI ONER LAURI E: Aye

CHAlI RMAN KEESE: Aye.

Qpposed?

COMM SS| ONER MOORE: No.

COMM SSI ONER SHARPLESS: No.

CHAI RMAN KEESE: Three to two. Adopt ed.

(Motion carried by a three-to-two vote to accept the Energy
Facility Siting Commttee' s Recommendati on concerning La Pal ona
Cenerating Conpany's petition for Jurisdictional Determnation.)

CHAlI RMAN KEESE: Thank you.

MR. THOMPSON: If | may.

CHAlI RMAN KEESE: Certainly.

MR. THOMPSON: I wanted to wait until the Decision
was -- until the issue was deci ded before I bored you with ny
one or two m nutes.

CHAI RMAN KEESE: | dentify yourself, please.

MR. THOMPSON: Par don ne?

CHAI RMAN KEESE: | dentify yoursel f, please.

MR. THOMPSON: M/ nane is Allan Thonpson. | am
proj ect counsel for the La Paloma as well as two other projects
in front of the Conmm ssion.

| would urge, in going through these steps of the

procedures that you have been discussing today, the cap nunber,
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the disposition of the NO process, to involve industry to the
extent you can, devel opers, within those decisions. Let ne give
two exanpl es.

Nunmber one. |If NOs were required the result would be
that you would get no NOs, | believe. You would have
cogeneration facilities. You would have facilities out of
state, but | do not know a client or potential client that I
have tal ked to that will file an NO. [It's just too far from
putting the information together to when you hit the market.
You may have themin special circunstances, but | think it
actually could take care of your 14-application problem if
that's what the Comm ssion desires.

The second is the nunber. There are areas of the
state, for exanple, San Francisco conmes to mnd, where
generation is required. And it seens to ne that |ocational
val ue shoul d be a part of any decision on a nunber or a cap and
how you woul d deal with that.

Those are just two exanples of the kinds of things that
| woul d hope that industry could help you with, to the extent
that they can be a part of that interest.

And on behal f of La Paloma, | want to thank you very
much for the Decision.

CHAI RMAN KEESE: Thank you.

Item 5.

COWM SSI ONER MOORE: M. Chairman.
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CHAI RMAN KEESE: This is the one | want to be
careful about. The agenda itemis erroneous. Itens 1 and 2 are
not appropriate and should be stricken fromthe agenda item but
| believe they were appropriately dealt with in the body of the
present ati on.

I's that correct?

MR. MASRI : That's correct, M. Chairman. Thank you

CHAlI RMAN KEESE: And with that we will -- Item5,
Renewabl e Technol ogy Program Possi bl e approval of substantive
changes to the Energy Conm ssion's guidelines for the Existing
Renewabl e Resources Account on eligibility requirenents for
qual i fying energy, specifically deleting requirenents nunbers --
we can strike nunber 3, but energy cannot be excluded fromthe
conpetitive transition charge for any reason

COMM SSI ONER MOORE: M. Chairman.

CHAlI RMAN KEESE: M. Mbore

COMM SSI ONER MOORE: It's a day for apol ogies, |
guess. And so on behalf of the Commttee | take responsibility
for the fact that we had this listed wong. Al though the item
that went out to the public and the itemthat the -- or, I'm
sorry, -- the agenda package that went out to the public and the
agenda package that came to the Comm ssioners were correct. W
didn't list it correctly because of the itembeing |listed before
wi thdrawn fromthe agenda and then put back on, and the

Secretariat was under the inpression that we were sinply putting
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the item back on the exact way that it canme off, and it wasn't.

W had nade sone other nodifications to it, and | do
apol ogi ze for the slip-up. Athough | think that in terns of
what the public got, the itens, that it was abundantly cl ear
what we were intending to do.

And it boils down to two itens in terns of the
conpetitive transition charge, the original |anguage in the
guidelines -- and I'mliterally quoting fromyour packet now,
and |'d like just nowto get this on the record -- stated that
to be eligible energy could not be excluded fromthe CTC for any
reason. That we suggested nodifying the requirenent so that
only energy that is avoiding an applicable transition charge is
i neligible.

Wth regard to the Power Exchange, our guidelines
originally did not address the issue of power sold through the
Power Exchange or any alternate Power Exchange, such as APX
The nodification to the guidelines next includes |anguage that
specifically states that power sold through any power exchange
is eligible for funding if it neets all the other requirenents.

And there are sone other mnor technical changes that
we nmade in terns of text, but for the substance; and I have to
say, we're learning as we go. W didn't anticipate, for
instance, APX' s role and didn't appreciate the really pretty
vital contribution that something |ike that was going to make.

So we're trying to be tinely about changes in the guidelines.
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W're trying to be responsive to questions or criticismthat's
comng in fromthe public. So we reconvene as necessary to make
t he changes and hopeful |y our response was possi bl e.

And perhaps | can ask Marwan to el aborate on the other
nonsubst anti ve changes.

MR. MASRI : Thank you, Conmm ssioner Moore.

This is exactly what we are doing. W have cone before
you nore than once now. Wen we adopted our policy report, in
that report we have said, right in the beginning, "This Report
represents conceptual policy framework rather than the details
necessary to inplenent policies. Future procedures are expected
to include changes that are necessary to effectively carry out
policies and any further |egislative guidance.” That's exactly
what we are doing.

As Comm ssioner Moore said, we are |earning by doing.
W could not necessarily anticipate all the fine details of who
we encounter. In fact, in our work plan we have all ocated
resources to resolve what we call "unusual circunstances" we
will run into as we inplenent the program

In this case, again we are trying to nmake the program
as least restrictive as possible while still preserving the
pol icies the Comm ssion adopted in that report, and al so
consistent with SB 90.

In these two particular cases we are accomodating the

fact that the outside contract market is really facilitated
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greatly by the creation of a Power Exchange to nove green power
fromsuppliers to marketers and, ultimately, to custoners.

That's sonet hing, again, that was not anticipated. And
we are now maki ng a change in our guidelines to recognize the
i mportant role of such an exchange in facilitating the creation
of a green power market and giving narketers basically a neans
of obtaining green power efficiently.

The second change rests on the policy in our report,
and about the CTC. The exclusion of the CTCreally was for the
pur pose of denying projects double subsidy that, if someone is
avoiding a CTC, that's already a significant subsidy and we
shoul d not add to that.

The current change or flex app. basically says that if
there is a CTCin place and energy is avoiding that, that energy
is not qualified. But it does not require, as a narrow
interpretation of the guideline wwuld have led us to, that a CIC
be in place for the energy to be eligible.

So that's really the summary of the two itens we have
bef ore you here. W are trying to make the program-- and both
for exanple, of course, were triggered by us as we inplenent the
programrunning into these cases, that require these changes.

In the one case a facility signed to Sierra Pacific
Power, that does not have a CTC in place right now, and in the
ot her case, of course, the creation of the Automated Power

Exchange.
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"Il be happy to answer any questions you nmay have.

CHAlI RMAN KEESE: Thank you.

VI CE CHAI R ROHY: M. Chairman, may | ask a
guesti on?

CHAI RMAN KEESE: Conmi ssi oner Rohy.

VI CE CHAI R ROHY: Specifically with regard to the
Power Exchange, when | read the | anguage that's been given to
me, "The Power Exchange," with capital letters refers to the
California PX as put in place by AB 1890, | presune.

However, you say, "Alternate power exchanges." Do you
have definitions of "alternate power exchanges"? Do they have
to be in California? Do they abide by the sane rules? Are they
l'icensed by the PUC? Wat is an "alternate power exchange"?
WIl we get into problens down the road by being | oose about
what a power exchange is?

MR. MASRI : The actual change in the guidelines just
says "a power exchange." In other words, we don't specify what
it is because we don't know what the exchange is that wll
emerge. And if we run into an exchange that is not the
Aut omat ed Power Exchange or -- this is the two we know of right
now, the Power Exchange, with the capitals, then we woul d have
to look at that and see if allow ng sales to that exchange
viol ates the policies we adopted or not or violates SB 90, and
cone back before you --

COMM SSI ONER MOORE: You know, Comm ssioner Rohy, a
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good question, good link to a set of questions.

W anticipated that we woul d take this up on a
case- by-case basis. W only have one exanpl e com ng before us.

But what you've just said will pronpt nme to bring that
set of questions up because it seens to ne that -- we've been
goi ng through the business of defining terns each tine one cones
up that we didn't anticipate. This is a good one. So we'l]l
take it up and cone back with a proposed set of definitions,
because clearly there could be other exchanges.

And what strikes ne nost about the question you just
asked is what if they are out of state, and you literally have
to have -- or in order for that exchange to work, you'd have to
have transm ssion out and wheel ed through the exchange and back
in.

What if sonething |ike that happened and they clai ned
it was sinply a virtual exchange? Wat if it's a market
exchange |ike on the Chicago Mercantile or sonething, that never
changes hands, but the ownership of it changes hands? W'l
take it up.

VI CE CHAI R ROHY: Wul d you want to nove this
| anguage today with the clarification later? Wat is your
desire?

COWVM SSI ONER MOORE: Vell, ny intention would be to
nove it today, and then we'll -- we're going to be continuously

refining these i ssues because each nonth that goes on we get a
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new chal | enge fromthe outside. So | think in this case there's
no threat to the integrity of the system given the | anguage
that's proposed in this change.

| can see there could be one. It certainly hasn't nade
itself visible yet in terns of alternative exchanges. W'l]|
take that up prior to ever getting themin a report back to you,
but I think this | anguage could suffice today and --

VI CE CHAI R ROHY: Coul d you give us a conmtnent on
tinme to cone back to us with the definition?

COMM SSI ONER MOORE: ['I'l have a definition back to
you by the end of Septenber.

VI CE CHAI R ROHY: Thank you.

CHAlI RMAN KEESE: Thank you.

Any further discussion by the Comm ssion?

(No response.)
CHAlI RMAN KEESE: Any public coment ?
(No response.)

CHAI RMAN KEESE: Al in favor?

COWM SSI ONER MOORE: No, we don't have a notion.

CHAI RMAN KEESE: That's right. I'msorry. |I'm
rushi ng you.

COWM SSI ONER MOORE: | nmove for approval.

COWM SSI ONER SHARPLESS: Second.

CHAI RMAN KEESE: W have a notion and a second.

Now do we have any public comment, now that we're
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serious about this.
(No response.)
CHAI RMAN KEESE: Al in favor?
COMM SSI ONERS: Aye.
CHAlI RMAN KEESE: Opposed?

(No response.)

CHAI RMAN KEESE: Adopted five to nothing.

(Motion unaninously carried to approve the substantive
changes to the Energy Conm ssion's guidelines for the Existing
Renewabl e Resources Account.)

CHAI RMAN KEESE: Item6, the California Alliance for
Di stributed Energy Resources. D scussion of CADER
reconmmendat i on.

COWM SSI ONER LAURI E: M. Chairman, what's the
Comm ssion's desire as far as tinme? | don't know whether this
di scussion is going to take five mnutes or a half-hour. W had
a good discussion |ast neeting. W didn't want to take action
because | believe Conm ssioner More was unavail abl e.

So we have tal ked about these issues, but we wanted to
save an opportunity for full and conpl ete discussion. And I
have no idea what that may entail. Again, it could be five
mnutes. |t could be an hour.

In addition, pursuant to ny neno | am hoping to have a
full discussion on the Residential ACM Manual, and that coul d

take at least a half-hour. So | bring it up to you to determ ne
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whet her or not you want to do a | unch break.

COWM SSI ONER SHARPLESS: A question on CADER

COMM SSI ONER MOORE: | have a question on the |unch.

COWM SSI ONER SHARPLESS: A question that deals with
 unch, but what we expect to acconplish regarding CADER, as to
whether it's five mnutes or |onger.

W entered into a prelimnary discussion in the absence
of Conmm ssioner Mboore. And there are a series of questions in
our book that tal k about the Conm ssion's role. There's a
nunber of budget change proposals that went before the Budget
Managenent Comm ttee that could anticipate there are sone
personnel years that would be allocated to certain CADER
activities, although the relationship between those budget
change proposals and what we're trying to acconplish today is
not clear to ne yet.

But if today is nerely a discussion about |eadership in
the nost general sense, without getting down to the specifics of
what does it nmean in terns of our personnel year commtnent, it
seens to ne that's going to be difficult to do.

I think I've already expressed an opinion that we're
already into it with CADER, that distributed energy generation
is going to be an inportant energy in the future. Asking the
question whether or not we want a role in it is sort of like
saying do you want to win the lottery. WlI, of course, but

what does that nean?
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And then | think the second issue that | brought up
last tinme was the fact can we self-ordain ourselves the state
| eader inasnmuch as there are sone inportant activities going on
at the CPUC and other things that woul d have to happen at ot her
state agenci es and | ocal governnental agenci es.

Wuldn't it perhaps be well to consider getting an
executive order fromthe Governor ordaining us if, in fact, we
are serious about this |eadership role and what it neans in
ternms of our resource conmmtnent.

So | don't know exactly, Comm ssioner Laurie, what your
expectation is fromthis debate and how nuch detail we get into
it. Do you think it's a five-mnute debate, or what?

COWM SSI ONER LAURI E: Let me di scuss what ny
expectations are, and | think they are consistent with Staff,
but I'd ask Staff to comment if not necessarily so.

W have had two di scussions on distributed energy in
the recent nonths. One, the CADER proposal which we're
consi dering and, two, our discussion of the [ast neeting.

Al 1 personally amlooking for, and I think the Siting
Commttee is looking for, is pretty nmuch the Conm ssion's
go- ahead to engage into that set of specific discussions that
have to be hel d.

And t hose specific discussions would include two
i medi ate questions. One, an anal ysis of what other

gover nnent al agenci es or nongovernnental agencies or bodies, or
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ot herwi se, are doing or think they should be doing on
distributed energy issues so that we have an understandi ng of
what's going on in the mnds of others and thus being able to,
at that point, frane how we best can serve the people of the
state of California given our know edge and experti se.

And, two, once that question is determ ned, what shoul d
our internal process be. That is, we have a nunber of -- this
is clearly a cross-commttee, clearly a cross-divisional set of
i ssues.

And it would be the hope that the Siting Commttee
coul d hel p coordinate and bring the questions up to the
Conm ssion to determ ne appropriate foruns for those
Cross-cutting issues.

| believe | have heard an affirmative response to the
basi ¢ questions of whether we should be involved in distributed
energy issues. | understand an affirmati ve answer cannot be
nore specific until you have specific questions brought before
you.

You do have in your briefing material a set of
guestions. |'mcertainly prepared to have a conplete and ful
debate on that set of questions today.

Frankly, | don't believe | need all those questions
answered to allow the Comm ssion to find a forumto pursue the
i ssue of distributed energy, as | have initially outlined.

It would be the primary, imedi ate goal of the Staff
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that has been working on the project -- primarily you see M.
Layton and Ms. Grau in front of you; M. Wng had been a | eader
on the subject, too -- it would be their plan, in the space of
the next few weeks, frankly, to prepare a specific plan for this
Conm ssion to consider as to how we are going to address the
overal |l issue of distributed energy.

Thus, | think all we're Iooking for is your consent to
have that process go forward.

Let me pose a question to Staff.

Am | mssing sonething inportant? Do we feel that you
have sufficient direction just fromthe Siting Commttee today
to go forward with the preparation of a plan of design or
process to bring back to the Comm ssion the various roles and
goals internally in regard to DER?

I think at the Conmttee we discussed and debated these
specific questions satisfactory to us. The question is: Wat
do you think you need out of the Conm ssion today?

MS. GRAU: | think today what we're | ooking for is
pretty much what you said. W want to be sure that we have
agreenent we shoul d be noving forward, that the Siting Commttee
shoul d be the |ead.

Matt and |, as you nentioned, have been thinking about
what needs to be done. And you're right, that coordinating with
t he ot her agencies and other entities working on distributed

resources is paranount. W don't want to step on anyone's toes,
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but there are a | ot of things going on out there.

So our plan of action, | think the first step would be
getting all the pieces of the puzzle, see where they fit, see
where there are pieces mssing. Wen it comes to things |ike
resources we woul d need beyond just as Staff, us as Staff,
obvi ously we woul d need the commtnent for resources and
possi bly redirection of resources and priority-wise. So we
woul d need that. But, technically speaking, |I think we have the
capability to put the plan together. It's a matter of getting
the resource commtnents fromthe Conmm ssion

COWM SSI ONER LAURI E: It would be the hope and
intent that this issue be the subject of a full Conm ssion
hearing within a very short order. | think both M. Rohy and |
understand the Siting Commttee has it for coordi nating purposes
only, that everybody in their own area has a very inportant role
to play in this issue, but sonmebody just has to take the bal
and kind of start that process.

CHAI RMAN KEESE: Conmi ssi oner Laurie, two questions

One of the issues is whether we would continue to serve
as a chair or a co-chair, | believe. Do you need direction on
t hat ?

COWM SSI ONER LAURI E: CADER is neeting. And thank
you for bringing that up. CADER is neeting, | think, in San
D ego on a Monday. The request has been nmade to get Conm ssion

perm ssion to have a representative fromthe Energy Conm ssion
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serve on that board.

| bring it up to you. | don't knowif we need -- and
we have |lots of fol ks serving on various boards and conmm ssi ons
all over the place as our representatives. So |'mnot sure we
need to have a Conm ssion decision on that, but it is brought
forward to you for your input.

If the Comm ssion feels that for sone reason we do not
want CEC representation on CADER, then we should know that.

O herwise, we will work on coming up with reconmendations as to
who that representative should be.

CHAI RMAN KEESE: To be specific, | believe the
suggestion is that M. Wng in his new occupation woul d be
willing to serve as a co-chair, but would |like to see a co-chair
fromthe Energy Comm ssion probably. So that's sonething I am
confortable with. Wether you need a notion or sonething...

I think you' re welconme to negotiate it as best you can,
but I"mconfortable with that.

On another | evel we had a discussion. The CADER group
made a presentation to the admnistration that goes somewhat
al ong with Comm ssi oner Sharpless' point, made a presentation to
the PUC, the Energy Comm ssion, who they had previously made
positions to; and EPA and ARB and the Governor's O fice, who
t hey had not nade presentations to, and asked for a coordinated
state effort on this issue, which I was inforned | ate | ast night

that Secretary Rooney is going to take to the Cabinet in due
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course, suggesting that there be sone sort of red team if that
means anything to anybody in this room created to deal wth
this issue.

| can't really report nore than that. It would seemto
nme appropriate that the Energy Conm ssion, who has been the one
involved in this and has brought it to everybody else's
attention, mght well be interested in taking the |ead on any
state-coordi nated activity.

COMM SSI ONER MOORE: M. Chairman, |'mstill
interested. Comm ssioner Sharpless put a question on the table
to Comm ssioner Laurie, and I"'mstill waiting to get his
response.

Bob, how nuch tinme do you think we would want to dea
with this today and in what depth? M understanding of the item
was we were going to take these pieces and tal k about whether or
not they correctly discussed the scope of what we were
interested in, whether they left anything off the table, put too
much on the table or whether or not there were other facets of
these that we ought to be examning. That's what | thought we
were doing today, and |'minterested in where you think we're
going and really how much ti ne.

COMM SSI ONER LAURI E: The purpose of today's agenda
item Conm ssioner More, was exactly for that purpose: To
allow a free-fl owi ng, thorough discussion on the proposed

guesti ons.
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W did get into those questions sonewhat at the | ast
neeting. And so | guess the reason | don't have a good answer
as to how nmuch tinme is because I know what's in ny mnd, but I
don't know what's in the other Conm ssioners’ mnds. So it
could very well take three hours to get through these questions.
| really don't know.

COWVM SSI ONER MOORE: Is it your sense that that
woul d be the type of discussion that woul d take place in any
case when this cane back to us, or do we need to have that kind
of a discussion prior to the inception of the San D ego neeting?

For instance, should we go to that neeting arnmed?

COMM SSI ONER LAURI E: I think all we have to do in
-- well, yes. W do have to go to the San D ego neeting arned.
That is, | think our representative has to have an understandi ng

of the Comm ssion's thoughts on CADER questions or the types of
guestions that CADER may propose.
I think the expectation was there would be a thorough
di scussion to the extent that we haven't previously di scussed
it. And | certainly don't have any desire to limt the
Comm ssion's discussion. That's why it's on the agenda.
COMM SSI ONER MOORE: Right. | certainly wasn't
i mpl ying that.
And to the extent all these other things have been
debated by the other Menbers and not by nme, we shoul d bypass

that because | can get ny questions answered at any point. So
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I"'mw lling to go along with whatever the other Conm ssioners
want to do as far as tine today.

CHAI RMAN KEESE: Yes. | just talked to Conm ssioner
Rohy, and he's obligated fromone o' clock on. | have a neeting

at 2:30 that | ampretty well tied to. So | would suggest we go

on.
And | don't knowif it helps, but I would say | agree
with a categorical yes on 1. | agree with a categorical yes on
3.
And on nunber 2, when we say "enhance existing prograns
and create new prograns,” | think | would like to sort of see

what we had in mnd before we bl ess that.

COWM SSI ONER LAURI E: No. | understand that.
And --

CHAI RMAN KEESE: So, yes, to the extent we have been
participating, | would fully support continued participation on
the team

Does anybody el se want to -- is an infornmal response is
accept abl e?

COMM SSI ONER LAURI E: It's acceptable to ne. Now
the issue of PY, I will discuss that with Staff a little
further. And those are critical questions.

I think we do need clearly an understanding of, if we
have PY, what else are we not going to do and things |like that.

Those questions are to be addressed. | don't think we need an
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answer to the PY question today, as nuch as Staff may desire it.

CHAI RMAN KEESE: Any formal input here?

COMM SSI ONER SHARPLESS: Vell, | guess that |
bel i eve we're going to be involved in CADER or distributed
energy resources regardl ess of whether we call it CADER or
sonething else. It's enbedded in everything we do. It's
enbedded in the PIER Program |It's enbedded in the Renewabl es
Pr ogr am

Distributed energy resources is a huge universe. And
it can nmean all kinds of things. So that's why | kind of keep
getting back to can we just add up everything we're currently
doi ng that touches on, | think this was the point nmaybe Staff
was getting, that touches to CADER or distributed energy
resources, highlight the fact we're doing stuff, see how it
relates to the stuff other people are doing, and determ ne
whet her or not there are any gaping holes. And then figure out
what we do about the gaping holes and whose role it is to do
t hat .

| think that is a very doable process. Staff calls
that a coordination process. That is perceived as what w ||
happen in the next fiscal year w thout any enhancenent.

The fact Cal/EPA has gone forward to the Governor's
Ofice with a red team-- Chai rman Keese, ny understandi ng of
red teans and ny involvenent in red teans usually occur in a

siting process. They are initiated project-by-project to help
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| arge projects get through the siting process, federal, |ocal
and state. And red teans are interagency. | nean they are al
over the place. They are fromthe resources agency and Cal / EPA
and whoever has a role in this stuff.

So I'mnot quite sure what Cal/EPA has in mnd by
creating a red team | think really sone of the pertinent
I ssues have to do with some nmarket barriers that kind of have to
be dealt with before you put your red teans in place. But it
woul d be interesting to have a discussion with those folks to
see what problens they think they are solving in the |arger
real m of things.

What this all goes to say is | think distributed energy
resources is going to be a very inportant thing, huge potential,
many i ssues. They even get back into the reliability issues and
the transm ssion issues and the distribution issues. There's no
question about it, that we've got to be a player in this.

To be a |l eader, just naturally, because we span the
energy realm that we're placed well to be a leader in this
area, but | don't think we can just self-ordain ourselves a
|l eader. | think we need to get an executive order that says
thou shall be a leader. And we wite it and we say what that
nmeans. At the top of it will be coordination

| amvery concerned about additional resource
requi rements and any prograns at this point in tine, because

we' ve got other prograns that al so require resource
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requirenments. And if we are trying to figure out where our
priorities are doing this onesy-twosy kind of thing neans we say
everything is a priority, and we can't fund everyt hing.

So we're going to have to find a way that we put this
in the context of the PIER Program the Renewabl e Program the
Energy Efficiency Program the Siting Program and the
Informati on and Educati on Prograns that we've got going on here,
too, and not to forget transportation.

So | guess that neans | would weigh in with
Comm ssi oner Laurie and Conm ssi oner Rohy about the inportance
of this issue and want to play a strong role. And if we could
be designated | eader, all the better.

VI CE CHAI R ROHY: Just a few comments. | totally
agree with Conm ssioner Sharpl ess’ coments and certainly
appreci ate her strong endorsenent.

| believe we have been seen as a |eader. W have acted
as a | eader as a Comm ssion, so what | hear you saying is we
shoul d continue to be a | eader and | ook at sone officia
endor senent of that status.

| also agree with your comments on how we use
resources. And | believe there are prograns in place that are
doing the distributed, and we need to nake better use of those
to integrate them

CHAI RMAN KEESE: Enough gui dance?

COMM SSI ONER LAURI E: | guess, M. Chairman, the
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pur pose of today's agenda itemwas to provide for sone
opportunity for discussion, and we have that.

As Comm ssi oner Sharpl ess has indicated, we're all
al ready doing distributed energy and we will be continuing to do
it. In light of the Chairman's discussion about involvenent in
the Executive Ofice, we will see what they have to say. But
obviously if we're called to participate we will be doing so.
And we will hopefully be doing so in a coordinated effort. W
consider it somewhat our responsibility to help provide that
coordi nati on.

CHAlI RMAN KEESE: Thank you.

Any final?

Ckay. The approval of mnutes. W have none to
appr ove.

Under Conm ssion Conmttee and Oversight, | would
observe there nmay be persons who want to conment on the proposed
adopti on of the Residential ACM Approval Manual. The adoption
hearing, which was originally noticed for this date, has been
continued until Septenber 9th so the Comm ssion can publish and
recei ve comment on 15-day | anguage nodifying the proposal.

The Efficiency Standards Commttee will briefly update
us on this issue. And when we get to where we are, Comm ttee
Reports, any public comment will be heard on the ACM Manual
after this presentation.

COMM SSI ONER LAURI E: Thank you, M. Chairnan.



Busi ness Meeting of August 12, 1998

The item before you today is an Informational
Presentation and Status Report on Revisions to the Conm ssion's
Residential Alternative Calculation Method Approval Manual,
known as the ACM Manual.

About two nmonths ago we issued 45-day | anguage in the
Noti ce of Proposed Action indicating that today's business
meeting would be the formin which we woul d adopt the | anguage.
The itemwas left off of the agenda.

Based upon a couple of public comments that we received
in hearing since then, the Efficiency Standards Comm ttee
provi ded draft 15-day | anguage about two weeks ago and will be
provi di ng proposed 15-day | anguage very soon, perhaps later this
week. W plan to bring that | anguage back to the ful
Conmi ssion at the Septenber 9th business neeting.

Al t hough no action is required at the Conm ssion at
this business neeting, | think we sinply felt -- the Commttee
felt it is inportant to provide the public an opportunity to
convey any remai ni ng concerns they may have at this tine.

Thus, recognizing the time of the day and recogni zi ng
the purpose of today's neeting, that is providing an opportunity
for public comrent, | would ask the matter be turned over to
Staff, recognizing this entire issue is comng back to the
Conm ssion within just a few weeks.

And basically I'd ask M. Pennington to open it up

solely for the opportunity of providing an opportunity for
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public cormment. Perhaps a very, very brief background as to
what the ACM Manual is and what it does.

M. Penni ngton

MR. PENNI NGTON: Thank you, Commi ssioner. | wll
make this brief.

The current Residential Alternative Calculation Method
Approval Manual, we call it the ACM Manual, has been in effect
since 1992. And with the changes that were nmade | ast sunmer in
t he adoption of the 1998 Building Standards, there is a need to
change it substantially to inplenent the decisions of that
st andar ds proceedi ng.

And we have been working for alnost a year now to
devel op those changes and to get public comment and respond to
public comment on those changes.

Basi cally, the changes are intended to provide
direction to vendors of conpliance software on how to i npl enent
t he changes to the Performance Standards so their software can
be approved by the Comm ssion for use with the standards when
they go into effect, we expect next April.

In addition, this project had, as an objective, to
establ i sh conpliance credit for using diagnostic testing in the
field and field verification to ensure quality installation of
duct efficiency inprovenents and buil di ng envel ope | eakage, and
to devel op new nmechani sns for that conpliance credit.

W have devel oped procedures for that. And the
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procedures require that installers of duct inprovenents and
bui I di ng envel ope | eakage actions test and self-certify their
tests results, and that there al so be an i ndependent
verification process conpleted by HERS raters on a sanple of the
hones that the conpliance credit has been taken for.

There are a couple of issues that were raised during
the course of the proceeding I would like to bring to your
attention. W debated extensively the diagnostic testing and
i ndependent verification possibilities and proposals that we now
have.

The range of views are fromthere should be
one- hundr ed-percent verification, independent verification in
the field of diagnostic testing. That sort of establishes ones
end of the spectrum And the other end of the spectrumis
represented by people who view that you could rely solely on
installers testing and self-certification with no verification
I ndependent |y done.

The proposal is sort of in the md-point of those range
of views, and it's been discussed extensively. [It's ny opinion
the majority of participants in the proceedi ng now support the
proposal that's in the ACM There are a couple of participants
that kind of continue to argue the end points of the range of
t hat conmment.

Anot her issue that has been brought up in the

proceeding is related to establishing conpliance credit for
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bui | di ng envel ope | eakage reducti ons.

Based on field data that was submtted by DuPont
Conpany on their Tyvek housew ap, we proposed a conpliance
credit that would be a prescriptive or a default credit, that
you coul d take for that housew ap, based solely on whether it
was there or not and had net installation specifications, and
you woul dn't be obligated to do diagnostic testing to get that
credit for that particular approach.

Manuf acturers of other types of wall installations have
made the argunent that a simlar credit should be acceptable to
their products, including rigid wall insulation and, nost
recently, a special application of building paper.

The Staff believes that the research that was done by
DuPont is applicable to a wide range of housewap materials, but
is not applicable to the different installation practices and
the different wall systens that are associated with rigid
insulation or building paper or other materials that m ght want
to get the same credit.

And the proposal in the ACMis to not extend the credit
for housewaps to those other building materials but, instead,
proponents of conparable credit for other materials have a
separate process they can go through, called the Conpliance
Options Process, which the Conmm ssion has used in the past to
approve conpliance credit for new techni ques, energing

techni ques, whatever. And we could go through that process and
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do sone testing of alternative wall materials to determ ne
whet her or not the sanme credit woul d be appropriate for them

So that's our recommendati on on that score.

Those are the two primary issues | wanted to bring to
your attention. |'d be glad to respond to any questions.

CHAlI RMAN KEESE: Thank you.

Any questions for the Commttee here?

COMM SSI ONER SHARPLESS: No

COWM SSI ONER LAURI E: I think we just, again,
wanted to provide an opportunity for public coment at this
poi nt, recognizing there is going to be a full Conm ssion
hearing on it in a couple of weeks, M. Chairnman.

CHAlI RMAN KEESE: kay. M. WIcox

MR. W LCOX: Chai rman and Comm ssioners, ny nane is
Bruce Wlcox, and | am here representing the DuPont Conpany.

W support the Staff's proposal for having | anguage in
t he ACM Manual providing prescriptive credits for air-retarder
waps. As Bill Pennington described, DuPont has worked with the
Staff over a period of several years now to devel op a technica
basis for providing credits for air-retarder systens and, as
part of that process, was challenged by the Staff to do sone
testing to show these systens would, in fact, reduce
infiltration in California houses the way California houses are
buil t.

| carried out a set of field tests on production houses
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i n Fol som whi ch were designed to show that specifically for
California houses, the inpact of these housewaps, and the data
that was devel oped showed that they did, in fact, reduce the
infiltration rate in a small but significant way. And the
prescriptive credit that's being proposed is based specifically
on that test.

There aren't any tests with conparable data for the
ot her systens, including foamsheathing, and 1'd |like to point
out that, in fact, all the houses that we tested had foam
sheat hi ng and the ones that did not have housew ap actually had
building paper. So | think it's appropriate for the credits to
be stated the way they are and that they are based on the
measur ed dat a.

As Bill pointed out, the other manufacturers have the
Conpl i ance Options Process available to themto do a conparable
study. And they also are not shut out of the air-retarder
appl i cation market because, in fact, houses can be tested using
t he performance approach to show that, in fact, they are
del i vering performance from whatever systens are install ed.

Thank you very nuch. And |I'd be happy to answer any
guest i ons.

CHAlI RMAN KEESE: Thank you.

Do we have a question over here?

COMM SSI ONER SHARPLESS: No.

CHAI RMAN KEESE: W' || save the questions for a
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coupl e weeks.
D d you have a conmment al so?

MR. GREELEY: Good afternoon. M nane is David

Geeley. |I'ma devel opnment engi neer with the Dow Chem ca
Conpany. | do tech service and devel oprment for Styrof oam
insulation, which is arigid, close-cell, foamplastic

i nsul ati on board.

First of all, I'd like to say we fully support the
application of a default credit to the DuPont Corporation. They
did the full-scale California style field test requested by the
Comm ssion. |If that is the direction that the Energy Conm ssion
wants air-barrier proponents, be they housewap, air-tight
drywal I, building paper, or products simlar to Dows rigid
insulation board, to go to receive the default credit, we can
support this and we will conduct full-scale California testing.

Dow does not support the application of the DuPont
default credit to all other wap nmaterials which have not
conducted the same California full-scale field testing. her
materials are not simlar to Tyvek in conposition nor
properties. Sone are woven, sone are not. Sone are |am nated,
some are not. Sone are pinpunched, sone are not.

Tyvek is generally believed to be the Cadillac of
wraps, but the current Conm ssion wording allows all the Pintos
and Mavericks of waps to have the credit without the full-scale

test.
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Wiy shoul d the Dow Chem cal Conpany and DuPont be held
to a different |evel than other manufacturers? This is not a
| evel playing field. And all we are looking forward is a |evel
playing field in the California market.

Thank you.

CHAlI RMAN KEESE: Thank you.

Q her --

MR. PENNI NGTON: Could I respond to that?

CHAlI RMAN KEESE: Sur e.

MR. PENNI NGTON: Wiy don't you take a seat, David
if you have further conmment.

Basically the field testing that we're doing in
California hones is to test the installation practices of the
material and how it perfornms in a whol e-house installation.

There is a standard test nethod that is used as a
| aboratory test that is an eight-foot-by-eight-foot section,
essentially the material only, rather than the other
construction conponents of the house, and certainly not the size
of the whol e house, that we refer to as criteria for judging the
air | eakage of the material itself, if you will. But what the
California test is getting to is the installation of that
materi al .

It's our view that housew aps who neet this standard
test, lab test procedure, will get conparabl e | eakage through

the material itself. But we're concerned about the installation



Busi ness Meeting of August 12, 1998

of other kinds of materials. W think the testing that's been
done by Tyvek is applicable to the other kinds of housew aps
because their installation practices are very simlar. And
their size and all of the features that relate to their
installation are simlar.

The | eakage through the material itself is neasured by
this standard lab test. And so all of housew aps that neet that
standard, regardless of the variability that M. Geeley was
speaki ng about, would, we think, performconparably for the
material itself. But it's the installation of that nateri al
that we think is sort of what the construction testing in
California is getting at.

So we think that the Tyvek field test is applicable to
t he range of housew aps for those reasons. On the other hand,

COVM SSI ONER MOORE: Can | stop you for just a
second, M. Penni ngton?

MR. PENNI NGTON: Sur e.

COWM SSI ONER MOORE: M. Chairman, |I'mnot sure this
is the discussion we ought to be having today.

MR. PENNI NGTON: Ckay.

COWM SSI ONER MOORE: | think M. Pennington has kind
of | eaped out into the discussion that we will be having in a
few weeks. And we understand the point that Dow and DuPont have

been making, and I'mnot sure this is the place for the debate,
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t oday.

MR. PENNI NGTON: That's fine.

CHAI RMAN KEESE: | agree.

Conmmi ssi oner Laurie?

COMM SSI ONER LAURI E: | agree.

CHAlI RMAN KEESE: Al right. The points are well
taken. Staff is aware of the issue, and I'msure we'll hear

about it at the full hearing.

Thank you both for bringing this to our attention.

Under Commttee Reports, M. Schnel zer.

MR. SCHMELZER: Good afternoon, Chairman and
Comm ssioners. Tim Schnel zer with Governnental Affairs at the
Conmi ssi on.

"' mhere seeking approval for a neutral-wth-
amendnent s recommendati on on Senator Peace's SB 116, which
proposes to have the Energy Conm ssion inplenment a grant program
for solar energy systens. Those grants would be limted to $750
per system and has been tailored in a way so as not to overlap
with the Energy Conmm ssion's existing grant prograns.

The bill also includes a property-tax break for solar
energy systens that expired a few years back, so it reinstates
that. The bill proposes to be funded via the budget bill, and
t he budget bill has | anguage appropriating $1.6 million in ERPA
funds to support this.

The position is based on the fact that the Comm ssion
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woul d support the policy of this bill, not necessarily the
fundi ng source. The appropriation of ERPA funds were to be
placed in this bill. It's actually very likely that | think we
woul d take an opposed position on this if it were to be ERPA
funding, but we're trying to separate out the issues to try to
negoti ate an am cable solution to this.

COMM SSI ONER MOORE: M. Chairman, this bill cane
bef ore the Renewabl es Comm ttee, at which point we took a
position, a very strong position actually, before. So I'm not
sure where the | anguage that indicates "neutral" canme from

W have had a policy, and | bring it up because |I want
to make sure that we're as consistent as we can be, over tine
where if there is a piece of the bill that we can't live with,
that we don't say that we're neutral, we say we oppose.

And right now the bill, subject to sone negotiation
which is not conplete, not initiated that I know of in any
formal way and, as a consequence, isn't on paper, the bill right
now uses ERPA funds.

And, frankly, | wouldn't want to be one of the
Comm ssi oners who took away any potential flexibility that we
had for pay for our own enpl oyees or other prograns that we are
already coonmtted to in the Conmssion. | think it would be a
m stake to be neutral and be potentially unclear about this.

I woul d suggest that we have an opposed position,

i ndi cate why we're opposed, and that we further instruct or
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suggest -- not instruct -- that we suggest to the Governor's
Ofice that they have a veto nessage in place for this, should
the | anguage remain in place.

Thank you.

VI CE CHAI R ROHY: May | ask a short question, M.
Chair?

CHAlI RMAN KEESE: Sur e.

VI CE CHAI R ROHY: Does the current budget that is
about to be signed reflect this? Tell nme nore about the timng
of this bill vis-a-vis the budget?

MR. SCHMELZER: Ckay. This bill has a section in it
that says it will be inplenented only upon receiving an
appropriation fromthe Budget Act. The Budget Act, as was j ust
passed by the Legislature, contains a $1.6 nillion appropriation
of ERPA funds. And we have taken neasures here, actually, to
oppose that. However, that is howthe bill exists now

COWVM SSI ONER MOORE: What neasures are we taking to
oppose that other than through sonmething like this? | nmean this
is our nost visible vehicle, is it not?

MR. SCHMELZER: The reason for the neutral position
is this bill does not contain that appropriation. And it's that
appropriation that we're opposed to.

COMM SSI ONER MOORE: And didn't we have a position
before that said that the Conmm ssion was opposed?

MR. SCHMELZER: To the use of ERPA funds, which |
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believe still stands.

COMM SSI ONER MOORE: But we had an opposition. W
had a position of opposition to the bill, did we not?

COWM SSI ONER SHARPLESS: If I could speak to that
yes, we did. But --

COMM SSI ONER MOORE: Wien did it get --

COMM SSI ONER SHARPLESS: -- the Renewable Staff
worked with, | believe, with the Peace staff. And those issues,
ot her than funding issues that we had pointed out in our
anal ysi s, have been changed to reflect our concerns. So as a
result of Staff working with Senator Peace's Ofice on sone of
these issues -- and, M. Schnel zer, tell ne if | ammxing this
bill up with another bill, because that's probably possibly, --

MR. SCHMELZER: Yes. Well, the bill --

COMM SSI ONER SHARPLESS: -- but | think this is the
bill where they had taken the policy anendnments and the fundi ng
i ssue, which you say is now out of this bill and is over in the

budget | anguage, is the reason why the funding issue is the only
issue left inthis bill, that the
guestion --

COMM SSI ONER MOORE: But that wasn't ny point. M
point was | thought this came up in front of the Comm ssion at
an earlier tine, and it had several itens init. And we said
recommendati on: Qppose.

COWM SSI ONER SHARPLESS: Unl ess anended.
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COMM SSI ONER MOORE: Vell, right. But there's still
a piece in here that isn't amended out.

MR. SCHMELZER: Vell, the bill at the tine | believe
you're referring to, Conm ssioner More, the bill contained an
ERPA appropriation directly in it.

COMM SS| ONER MOORE: And - -

MR. SCHMELZER: And now | nmean -- | guess you're
arguing it's the sanme difference, but --

COWM SSI ONER MOORE: -- $1.6 mllion is still an
ERPA appropri ati on.

My question is: W took an action. W said we were
opposed unl ess anended, which in ny parlance neans all the
amendnents that we're asking for. That hasn't happened. How
did it change, that | see sonething in front of ne that has
| anguage that says "neutral" when what we did was oppose? Were

did the word "neutral" cone fronf

COMM SSI ONER SHARPLESS: | could only -- | don't
know t hat - -

MR. RHOADS: | can take a guess.

COMM SSI ONER SHARPLESS: | have seen several

versions of this, Mchal, since this left the Renewabl es
Commttee. | have -- and right now !l can't recall, because it's
too fuzzy, as to where ny conversations have taken pl ace
regarding this bill. But it was ny understanding that -- and

maybe it happened in the Leg. Commttee. | nean, quite frankly,
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| just can't renmenber -- that | was told the policy issues had

been taken care of and the |ast renaining i ssue was the funding

I Ssue.

Now t he fundi ng i ssue has been taken out of this bill
and is nowin the budget. So whether or not -- and naybe
Chai rman Keese can hel p ne out -- whether or not, based on those

actions, the Leg. Commttee has directed the Staff to redraft
this based on actions that have happened since they went into

t he Renewabl es Conm ttee, and perhaps we erred by not bringing
back in the Renewabl es Commttee, but | believe that, it was ny
understanding that, this bill had been significantly amended and
that was where we canme with our neutral position.

But | think an issue renmains as to whether or not to
oppose this bill because, without this bill, there would be no
need for the appropriation over in the budget. And so | think
that point is very well taken. | think that point is very well
t aken.

COWM SSI ONER MOORE: Vell, ny point is sinple.

Usi ng ERPA funds for something like this is about as
special interest and pork barrel as you can possibly get. This
isn't good governnment. There is no way that we shoul d support
this under any circunstance. | don't care whether this is
slight of hand of, "Ch, hold it. They nmade nme do it. |
couldn't help it. They pushed nme into it because they had

budget control |anguage.”" GCh, B.S. This ought to be opposed
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because it's bad law. That's a bad use of those funds. W
shouldn't roll over for this. This is a bad deal.

And whether it cones out of the budget control or --
whet her it conmes out of the budget-control |anguage or whet her
it cones out of a bill, is -- anyway, |'m opposed.

VI CE CHAI R ROHY: It sounds like if the noney is in
the budget to take it out of ERPA and if we then say, "Well,
it's okay to do this,"” sonmebody will put one and one together
and get two, and we've just lost $1.6 mllion.

COMM SSI ONER SHARPLESS: That's the argunent.

CHAI RMAN KEESE: Let ne explain sone of the
political dynamcs that are going on here. W don't have, we
didn't have the $3 million that was in this bill in the ERPA
budget, in ERPA funds available. W don't have the $1.6
mllion. The $1.6 mllion beconmes available if one uses w shful
t hi nki ng.

The wi shful thinking is the Departnent of Finance woul d
change the rules requiring us to have a five-percent surplus and
reduce it to three. That frees up about $800,000. The wi shful
thinking is that this budget, as passed, would have a
three-percent salary increase in it instead of six. The budget
actually has a six-percent salary increase with an additi onal
three percent in January.

So there is not $1.6 mllion in the budget. The

Departnent of Finance has been unalterably opposed to this use
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of funds. And I'msure we'll so communicate to the Governor
that there is no doubt where people stand on the use of ERPA
funds for this purpose. So that issue is pretty well

sel f - det er m ned.

As far as the politics of looking at this issue, and I
can enpathize with the comments nade here, when the Legislature
al | ocates PVEA funds, sone of themare generally allocated to
projects the Energy Conm ssion feels are high priority projects.
Fortunately or unfortunately in the political process some of
themare allocated to PVEA projects which woul dn't have shown up
on our list but, neverthel ess, once given them we adm nister
t hem

| consider this somewhat the sanme issue. |In order to
get this bill signed, Senator Peace will have to nake a persona
deal with Governor Wlson to let himtake the $1.6 m | lion out
of our budget, over the strong opposition of the Departnent of
Fi nance, that they don't exist. He would also have a problem
with the bill if he added in a provision after the budget was
vetoed to take nmore ERPA funds.

Qur suggestion has been that he should, if he likes the
bill, go for general funding of the neasure. So | believe that
politically, recognizing the political reality of where Senator
Peace sits and will sit in the future, that it fully sends our
nessage when we say "neutral with anendnents.”

COMM SSI ONER MOORE: | don't think it says -- |
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don't think that's --

CHAI RMAN KEESE: I will nmention on the issue of
budget -control |anguage, dealing with the PUC and t he Oversi ght
Board, which you're famliar with, which | distributed a copy
this nmorning which is nowtotally limted to FERC and strongly
inmpinges it on the Public Wilities Comm ssion, | was inforned
| ast night the Public Wilities Conm ssion has sent a letter of
support for that |anguage at Senator Peace's strong urging.

I will let you know that | have been sunmbned to
Senator Peace's Ofice at 4:30 this afternoon on an issue that |
amnot aware of. |'ve just been told to be there at 4: 30.

I would, for political purposes, if nothing else,
strongly recomrend that we stick with a "neutral wth
amendnents. "

COMM SSI ONER MOORE: Wl |, just a response on that.
I"mnot prepared to support that kind of political
co-dependency. | nean inserting budget-control |anguage to get
what you want out of a regulatory agency is, | nean, by the
grossest use of the term is bad law. So I'mnot going to
support that.

| stand on ny position.

And 1'll nove for a --

CHAI RMAN KEESE: The fact remains that we are an
entity subject to |legislative direction, oversight, control --

COMM SSI ONER MOORE: And i ndependent judgnent. |
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nove for an opposed position.
VI CE CHAI R ROHY: Il wll second Mchal's position.

And | will do that on the basis that has been our

position. And unless the bill has |anguage that says where the
funding is comng from other than our funds, I'mnot going to
support it.

COWM SSI ONER SHARPLESS: Call for the question.

CHAI RMAN KEESE: Call for the question. W have a
notion and a second.

Al in favor?

VI CE CHAI R ROHY: Aye.

COWM SSI ONER MOORE: Aye.

CHAI RMAN KEESE: Qoposed?

COMM SSI ONER SHARPLESS: No.

CHAlI RMAN KEESE: No.

COMM SSI ONER LAURI E: No.

CHAlI RMAN KEESE: Def eat ed - -

(Motion denied to change the "neutral wi th anendnents” to

"oppose"” for Senator Peace's SB 116, proposing the Energy
Comm ssion inplenent a grant program for solar energy systens.)

COWM SSI ONER SHARPLESS: ["1'l nmake the nmotion to
support the neutral with -- do we have "neutral w th anendnents”
or is it just "neutral" neutral?

MR. SCHMELZER: "Wth amendnents.” The anmendnents

are technical in nature.
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COMM SSI ONER SHARPLESS: Ckay. I'"Il support the
notion to make the position "neutral with anendnents.”

And | would just like to say with this notion that |
strongly agree with Mchal's position in ternms of the fact that
this bill should not be funded by the ERPA account. But given
the fact this is still fluid negotiation, |I believe we need to
give the Chair a little bit nore flexibility in this particular
I nst ance.

There's tinmes to play your cards and they're tinmes to
hol d your cards, and | think this is one of the tines to hold
the cards. 1'd like to give the Chair a little bit nore
flexibility. That's what ny notion is based on.

CHAI RMAN KEESE: W have a notion. |'ll second it.

VI CE CHAI R ROHY: Just to comment. If it comes out
of Staff salary, | want to nake sure that everyone understands
that | have opposed this.

COMM SSI ONER LAURI E: And | just want to offer
addi ti onal comment as wel|.

Sonetimes | get paranoid about the processes that we
follow | find it unfortunate that we're dealing with a process
question here. W have not formally adopted a |egislative
protocol, but | know there has been a draft protocol floating
around that everybody comented on, and we should be sticking to
t hat .

And | think the sticking point on that issue is what
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authority is given to the Policy Commttee. In this case |I'm
assumng it's Renewabl es, and how much of that is subject to

override by the Legislation Commttee. And | think protocols
pretty much indicate we're all practical. And unless

i mpossi ble, the Policy Conmttee has an appropriate degree of
i nput and infl uence.

And, frankly, the only reason | oppose Conm ssioner
Moore's notion and the reason | intend to support Conm ssioner
Sharpless' notion is because |"mthe only Menber who is not on
ei ther one of those commttees and thus does not have the sane
degree of personal involvenent as the other parties and
therefore feels sonmewhat uneducated on the issue and have to
rely on the majority view of what folks feel is best for this
Conmi ssion on this issue.

I"'msitting here realizing that ny response nakes
absolutely no sense because | think it's inconsistent.

COMM SSI ONER SHARPLESS: You' re food-deprived.

VI CE CHAI R ROHY: A sugar deficiency.

COWM SSI ONER LAURI E: Yes. So perhaps |I'Il just
abstain and see where you are. So go ahead and call for the
vot e.

CHAI RMAN KEESE: Al in favor?

COMM SSI ONER SHARPLESS: Aye.

CHAlI RMAN KEESE: Aye.

Qpposed?
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COMM SS| ONER MOORE: No.

VI CE CHAI R ROHY: No.

COWM SSI ONER LAURI E: And Comm ssioner Laurie
abstains. Wat's the current position on the bill?

CHAlI RMAN KEESE: Two to two.

COMM SSI ONER SHARPLESS: It's a tie.

MR. SCHMELZER: V¢ have never --

COMM SSI ONER MOORE: Bob' s asking for the current
position of the Comm ssion.

MR. SCHMELZER: W haven't formally adopted a
position on 116 ever.

COWVM SSI ONER MOORE: Now, see, that's very curious
to ne because | thought --

MR. SCHMELZER: W have discussed it. It was only
anended, | think, maybe a nonth or two ago to be an Energy
Conm ssi on program

COWM SSI ONER MOORE: Do we not have a Conm ssion
position on 116 at all? | thought we did.

CHAI RMAN KEESE: The process -- the --

MR. RHOADS: What was the date we nade the neutral
deci si on?

MR. SCHMELZER: Vell, that's just been recently --
|'ve been working with actually the Renewabl e Comm ttee stuff
and putting this analysis together. And basically when the

i ssue of funding for 116 becane bifurcated, becane a Budget Act
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thing and not an actual appropriation fromthe bill, that got us
thinking that, well, naybe we can.

And that, coupled with the fact that they nade policy
amendnents in 116 to satisfy our policy concerns with the bill,
that it would be appropriate to nmove forward with a neutra
position on this and work through the Departnent of Finance on
the ERPA appropriation that's in the Budget Act.

MR. RHOADS: So what is the Conm ssion's current
position on the bill?

COMM SSI ONER SHARPLESS: No position.

MR. SCHMELZER: There is no position on this bill.

COWM SSI ONER SHARPLESS: I will take a new notion
and nmake a notion saying that we have absolutely no position on
this bill. W have no analysis, no thoughts, no opinions.

Do | have a second for a "no" position?

In essence, that's what we have if we have a tie.

COWM SSI ONER LAURI E: Certainly there is a
responsibility all the Comm ssioners' part, including nyself.
And | really find an inconsistency in nmy own position. Gve ne
the timng on this bill.

MR. SCHMELZER: The bill is currently in the
suspense file in the Assenbly Appropriations Suspense File
awai ti ng outconme on the budget. It wll probably be decided by

Senat or Peace what to do after a likely veto of that ERPA

appropriation.
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COMM SSI ONER LAURI E: Ckay. So give ne a timng as
to hours or days. Wuat |'masking for --

MR. SCHMELZER: A week, probably.

COWM SSI ONER LAURI E: -- is there additional tine
for individual Conm ssioner input into a decisionmaki ng process
beyond this hour?

MR. SCHMELZER: I woul d expect the bill to be
brought up next Tuesday in Assenbly Appropriations. It hasn't
been schedul ed yet, but that would be consistent with their
normal schedule. And that should be tine for Senator Peace to
react on whatever decision is made on the budget by the
Gover nor .

CHAI RMAN KEESE: Conmmi ssi oner Laurie, | think the
process we go through is the Policy Conmttee nakes
reconmendati ons which the Legislative Commttee considers
seriously and tries to inplenent. Then after those two steps,
it is brought before the Conm ssion for adoption of a position
recogni zi ng and pl aci ng before you the recommendati ons of the
Policy Conmttee and the recommendati ons of the Legislative
Commttee. The Legislative Commttee does not just override
pol i cy deci sions and change the positions, but they bring to you
a recommended position.

COMM SSI ONER LAURI E: So in this case the Policy
Conmttee says A and the Legislative Commttee says B?

CHAI RMAN KEESE: Vell, --
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COMM SSI ONER SHARPLESS: That's the point |'ve been
trying to make. A happened many noons ago and then Staff worked
with Senator Peace's conmittee. Staff. The policy issues have
been taken care of. Marwan, et al., worked with -- and Tim --
worked with the Staff. The remaining issue is the fiscal issue.

The fiscal issue has been renoved fromthis bill. This
bill could be funded by any revenue source. However, there is a
tie in the budget-control |anguage right now that says that this
bill will be funded by the ERPA account, but the noney is not in
the bill.

So the question before you is: |Is Steve Peace using
this as a negotiation point with the Governor to find other
sources of funding, or will the Governor veto this bill if, in
fact, there is a tie to the ERPA account because there are
i nadequat e funds at the Conm ssion.

So what you want to do basically is you want to
forecl ose negotiation opportunities between the Chair of this
Comm ttee, the Governor's Office and Steve Peace.

COMM SSI ONER LAURI E: No, that is not what | desire
to do.

COMM SSI ONER SHARPLESS: No. | amsaying if, in
fact, you put an oppose, then the Chair is bound by an oppose
regardl ess of the revenue source in this bill.

COWM SSI ONER LAURI E: Ckay. And have we -- if we

can safely -- have we in sonme manner conmmuni cated objection to
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t he fundi ng?

MR. SCHMELZER: Yes.

CHAI RMAN KEESE: W have, yes. The communi cation
regardi ng the funding has been alnost on a daily basis with
Senat or Peace's O fice, in which they -- and we have renai ned
extrenely firmthrough many nachi nati ons of attenpting to get
different people to say different things. W have al so renai ned
firmwith the Governor's Ofice and the Departnent of Finance,
who essentially instructed that this woul d be opposed.

MR. SCHMELZER: And --

CHAlI RMAN KEESE: There is no funding in the bill.
I[t's just nmeant to be funded wi th budget |anguage. If the
budget | anguage is vetoed, this bill does not have funding.

MR. SCHMELZER: Right. And Senator Peace will be
forced to find sone other funding alternative.

Just so that you know, we do nmake the statenment in the
recommendation that the Energy Conm ssion i s opposed to the
appropriation of ERPA funds to support this program So that
shoul d be very clear to everyone.

I know Senat or Peace cannot possibly be confused about
that issue.

COMM SSI ONER LAURI E: Can the recommendati on be
worded so that it's clear that we woul d be taking an opposed
position on the bill with ERPA fundi ng?

MR. SCHMELZER: | think that's enbodied in stating
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the Conm ssion is opposed to the appropriation of ERPA funds for

this program That's in the recomendation right now.

COMM SSI ONER LAURI E: Vell, | appreciate the
Conmi ssion's patience. |f Conm ssioner Sharpless w shes to
restate her notion, | would reconsider.

CHAI RMAN KEESE: Conm ssi oner Shar pl ess.

COWM SSI ONER SHARPLESS: I's that required?

COMM SSI ONER MOORE: Actual ly I think, Bob, you can
simply -- since you abstai ned, you can change your vote.

COMM SSI ONER LAURI E: Ckay. Well, then --

CHAI RMAN KEESE: W didn't really call -- announce
the vote yet, so if you want to --

COMM SSI ONER LAURI E: Ckay. Then | change ny vote
to an "aye" on the notion taking a neutral position.

CHAI RMAN KEESE: That notion is adopted three to
t wo.

(Motion carried by a three-to-two vote to adopt the
reconmendation for a "neutral w th anendnents” position on
Senat or Peace's SB 116.)

CHAI RMAN KEESE: Any further business to cone before
t he Comm ssi on?

M. Rhoads? M. Chanberl ain?

W're going to have a very brief Executive Session,
just the five of us.

MR. CHANMBERLAI N: You had an itemthat you called ne
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up to your office this norning on that you were going to --
shall | sinply distribute that?

CHAI RMAN KEESE: We're not going to -- yes, | would.
Yes, | woul d.

Under Committee Action, or whatever, | just wish to
bring to the Comm ssion's attention an itemthat we have dealt
with before, but I amtrying to expedite here

VW have dealt with the issue of NERC and NERO, Nationa
Reliability Mandatory Standards. The Western Gid, through
CRESPI, has conmmuni cated to NERC two principles.

One, that there should be deference at least to the
standards adopted in the Wstern | nterconnection.

And, nunber two, that there should be public
i nvol verrent i n the governance process.

NERC at their July 9-10 neeting accepted the first one,
that there woul d be deference. They shortly thereafter
di stributed nock-up legislation for comment that did not have
that in it and did not have governance issues in it.

There is, through discussions in the Wst, there has
been interest and a request that California reiterate those two
points again, that is deference and governance, by the cl ose of
the filing date, which | think is either Friday or Mnday.

MR. CHANMBERLAI N: The 17th, right.

CHAlI RMAN KEESE: The 17th, Monday.

That the last tinme that this issue cane up, we wote a
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letter that you are aware of, that the Public Wilities
Comm ssi on asked to sign on, and the Oversight Board then wote
a concurring letter saying they concur with our position.

My suggestion is that this last draft which, as | see
i ncorporates our earlier letter that M. Chanberlain has put
toget her or sonmething very close, would be sent under the joint
signatures of the Energy Conmm ssion, the PUC and the Oversi ght
Board. And these other parties have not seen this docunent yet.
It's in front of you.

Essentially, M. Chanberlain, we are naking the
identical, sanme proposals. And we are al so saying, | believe,
that acceptance of these will probably be necessary if they're
goi ng to have successful federal |egislation.

MR. CHANMBERLAI N: Yes. The top page of the package
| gave you is the proposed conmments you would send on to the
Public Wilities Comm ssion and the Oversight Board for their
consi derati on.

The other three pages are the previous letters those
agencies sent to NERC i n May.

CHAI RMAN KEESE: And we woul d propose to attach them
to our filing?

MR. CHANMBERLAI N: Ri ght

CHAlI RMAN KEESE: There is no change in policy here
| present it for your -- if everybody's okay with it. That's

what we'll plan to try to do this afternoon.
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COVM SSI ONER MOORE: Al of ny coments' backgrounds
have been --

CHAlI RMAN KEESE: Ckay.

Thank you. W will then recess into -- does the Public
Advi sor have sonething to add?

MS. HARRI S: Yes. M nane is Sandra Harris. |'m
wth the Hearing Ofice. However, today | am here on behal f of
the Public Advisor's Ofice and the Public Advisor's O fice has
not hing to report today.

CHAI RMAN KEESE: Thank you.

MS. HARRI S: You' re very wel cone.

CHAI RMAN KEESE: Then we're going to recess into a
very brief Executive Session with the five Conm ssioners. And
other than that, this nmeeting is adjourned.

(Wher eupon, the Business Meeting was adjourned into
Executive Session at 1:07 o' clock p.m)

---000- - -
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