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PROCEEUDTNGS

SACRMENTO, CALIFORNIA, TUESDAY,

10:03 A.M.

FEBRUARY 12, 2019

MR. CAZEL: So good morning to those of

you in the room and those of you joining us on

WebEx. This i1s the Hydrogen Draft Solicitation

Concepts Workshop. We’re going to be going over

the Draft Solicitation Concepts document that was

posted and answering questions as we Jgo.

For those of you on WebEx,

please type

your questions in and we’ll try and get to them,

you know, as we go through the presentation.

So then before we get started, a couple

of housekeeping items.

For those of you not familiar with the

building, restrooms are located out the door,

either to the left or the right.

bar on the second floor.

And then lastly,

There’s a snack

in the event of an

emergency, please follow the employees from the

Energy Commission out the doors and we’ll go

kitty corner across the street to Roosevelt Park

and reassemble there.

We have a sign-in sheet out front. For
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those of you in person here, you can staple your
business card to the sheet, if you’d like. And
then we have a diversity survey which has been
distributed to those in the room. You can also
go online to the SurveyMonkey link that’s here.
And for those on WebEx, we’ll be sending -- did
we send 1it? We’ll be sending that to you. So 1if
you’d please fill that out, that helps us.

So public comments will be limited to
three minutes per speaker. And just a reminder
that any comments made during this workshop could
be -- or will be made part of the public record
for this proceeding.

Here’s our meeting agenda we’re going to
try to stick to, so we’ll start with the
presentation of the draft concepts, take a lunch
break at noon, and then continue. Near at the
end of the presentation, we will have more time
for questions. But as I said, we welcome
questions as we go through each of these
concepts. And then at the very end, we’ll have
an opportunity for public comments. So those of
you who would like to make extended comments in
general are welcome to at that time.

So the Energy Commission is committed to

California Reporting, LLC
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taking steps towards broadening the pool of
applicants to our various programs, especially
the underrepresented groups, disadvantaged
communities and small businesses. And this
commitment is a continuing effort to diversify
the participants in Energy Commission programs to
help ensure equitable access to Energy Commission
funding, create jobs, provide economic stimulus
in underrepresented and disadvantaged
communities, increase competition, and ensure the
best opportunities are identified and funded, and
also to ensure that local needs are identified
and addressed.

So let’s go ahead and jump right in.

So the available funding expected for the
next solicitation is $110 million. This is
subject to future appropriations through the
legislature and the ARFVTP investment plan
funding. This i1s our normal process. So up to
$22.6 million is expected for the first initial
batch of stations coming out of the next
solicitation.

And please raise your hand if you have a
question. We’1ll stop and address it then.

So some definitions for the concepts.

California Reporting, LLC
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We’re using a tranche to describe the entire
number of stations that would be proposed by a
given applicant. And then a tranche will be
divided into batches of stations. So a batch of
stations describes, you know, the stations that
have been approved and are in progress at any
given time. And the initial batch of stations
would be the first set. Subsequent batches are
called subsequent batches. So the initial batch
of stations at the time of the application, we’re
going to require an address for each of those.
And this isn’t telling you how many we need.
This i1s give us your application, tell us how
many stations in the batch.

And for -- so go ahead. So we have a
question in the room.

Please tell us who you are. We have a
court reporter here today and so she’s going to
be recording everything to make it easier for us
to search. It will be posted so that everybody
can see the transcript 1like that. So please say
who you are. And then if you can give her a
business card at some point, then we can have the
-- everything attributed to the right person.

So go ahead, Wayne.
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MR. LEIGHTY: Hi, Phil. It’'s Wayne
Leighty with Shell Hydrogen. A couple clarifying
questions on this terminology and the intent, if
I may please?

In most of the Solicitation Concept, I
understand that a single applicant would propose
a single tranche. In one place it used plural,
as 1f maybe a single applicant would propose
multiple tranches. Could you clarify the intent
that there’s a single tranche from each
applicant?

MR. CAZEL: Yes, your take is correct.
Fach applicant will apply for a tranche. So if
we used tranches, you know, we were referring
maybe to the whole solicitation, having a number
of tranches, one from each applicant.

MR. LEIGHTY: A quick follow-up, if I
may?

So then on batches, I understand in some
places there’s no limit on the size of a batch
but that the initial batch may be constrained by
the funds currently available, $22.6 million, and
by the single applicant cap. So generally, I’'m
wondering if there is a constraint on the size of

an initial batch?
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MR. CAZEL: Yeah. I have a slide coming
up in a few that discusses the single applicant
cap. And so based on the funding that we think
we’re going to have, the $22.6 million, that
would limit the single applicant cap to 1like
seven-point-something million for that initial
batch.

MR. LEIGHTY: Thank you.

MR. MCCLORY: Hello. This 1is Matt
McClory with Toyota. A guestion on the funding
allocation.

The $110 million, 1is that understood that
that’s the definition of the estimated amount
available under the AB 8 statute per the joint
report or is that when your statement was,
regarding the legislative approval, was that also
including other funds that are not part of AB 8?2

MR. CAZEL: The $110 million is speaking
just to the funds that are available in the AB 8
program through the end of the program. So in
addition to that being out there, every year we
have to wait for that, you know, for that
portion, for the $20 million that we expect each
year, to actually be designated and approved for

our program. But the $110 million is what we'’re
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expecting based on the AB 8.

MR. ELLIS: Steve Ellis with American
Hondo. So I want to come back to your opening
statement, so maybe this question is Jjust about
process. Which do you want or prefer as you go

through? Do you want to pause and then take

questions on maybe the part that you covered and

introduced? Do you want to go all the way

through it and wait until the end? I just want

to better understand, I guess, what the rules of

engagement would be, so that we know, at least
have a sense 1if we can take it off in pieces of
wait until the end?

MR. CAZEL: There are some slides that
tie together and may explain a certain concept
better than, you know, going page by page and
trying to take guestions. So if we get to
something like that, I’1ll say wait. But you
know, in general, i1f you have a question, raise
it right away because it’s easier to discuss
while it’s right there.

MR. ELLIS: Perfect. Thanks.

MR. CAZEL: So can you come to a
microphone please? Oh.

MR . BONNER: Hi. Brian Bonner with Air

California Reporting, LLC
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Products.

Has the CEC considered how the current
structure of the solicitation may actually
constrain station sites if they are not awarded
in the first batch of stations?

MR. CAZEL: That’s a good guestion. We
tried to look at -- you know, we tried to give
the flexibility in the batches so that, you know,
an applicant can propose however many stations
they think they need in a batch. And whether
that’s limited by the number of addresses
available or not, you know, 1is something we
wanted to give the flexibility to, to the
applicant themselves.

Does that answer the question?

MR. BONNER: Yeah. I was more getting at
if you have a station owner or location that is
interested in developing a fueling station site,
they may get delayed for an extended period of
time for that opportunity to install a station.
And, I mean, 1is there a negative implication to
that in terms of developing infrastructure, you
know, within the network?

MR. CAZEL: I think the easiest way to

say it is our initial batch, we want the
11
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addresses. For future batches within the
tranche, those addresses will come later. So if
there’s a station that’s going to take longer to
get ready, that would be one that you’d want to
put in a later batch. Because then you don’t
have to give us that address and start officially
working on it until a later date. But the
initial batch, we want stations that are ready to
go and have an address that can be -- that you
can start developing right away.

If I'm stumbling at getting at the
question, then send us something to the docket
kind of outlining your gquestion more and that
will give us something in writing that we can
address.

MR . MCCLORY: A guestion. This 1is Matt
McClory with Toyota.

Could you kind of maybe clarify a
procedural or a process, at least on a high
level, on comparing how solicitations went
through a notice of proposed awards, who the
tranches and the batches would be handled? Would
the idea be that the station developer, I think
as it’s articulated, 1s going to submit a plan

for a total number of stations and highlight what
12
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would be the first batch? Is the idea of a
notice of proposed awards, would it also identify
the applicant’s tranche plan or will it just be
discussing what the batch award would be at that
time?

MR. CAZEL: So we’re envisioning the
notice of proposed awards to say how many total
stations in the tranche were proposed and
awarded, but then to only name that initial batch
with addresses. We’re thinking we’ll go out with
subsegquent NOPAs or revised NOPA that has the
next set of addresses for the next batch as we go
through, you know, as we go through the years and
get more funding and roll out more batches.

So that’s a little bit of what’s on this
slide. So, you know, the Energy Commission
business meeting will approve the tranche and
then only the initial batch will be encumbered
based on the funds that are available at that
time. And then each different batch after that,
each subsequent batch, will be authorized
separately.

Okay, I’1ll just keep going.

So subsequent batches will be authorized.

And this will be one batch at a time for each
13
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applicant. And it will be a first-come-first-
served basis. And the requirements for
requesting to be able to start on your next batch
and to receive approval for the next batch are
these bullet points here. So, you know, the
building approval is received for the prior
stations within 18 months. The stations are open
retail in the prior batch or they’re expected
and, you know, reasonably underway so that
they’1ll be open within 30 months. The funding is
available to us to award to applicants. And
critical milestones one and two are met for the
new batch, and those critical milestones are the
standard ones that were in the last GFO. It’s
having the meetings with a AHJ having site
control, and I have those laid out i1in the later
slide, as well.

And then, also, the station locations for
the new batch have to be ready to go and they
have to be in eligible areas.

So then as far as the award amount per
batch, we will use the dollar per kilogram for
the trance and do that math to figure out how
many kilograms are in the batch. And then the

award for the batch will be based on dollars per
14
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kilogram for the batch.

MR. LEIGHTY: Hi. It’s Wayne, Shell
Hydrogen. Maybe this is premature but a
clarifying question also.

I saw, 1in the scoring criteria, two forms
of cost competitiveness, I don’t remember the
exact term, one on dollars per station, one on
dollars per kilogram capacity. I thought I also
read -- and so my first guestion is whether those
are parameters that the applicant specifies,
here’s a dollar per station and a dollar per
kilogram capacity the applicant is requesting?
That’s my first question.

The second one is I thought I also saw a
place where the Energy Commission may specify a
dollars per kilogram capacity. Is that a
parameter the Energy Commission would specify
functioning something as a funding cap?

Thank you.

MR. CAZEL: Yeah. I'"m not sure where you
saw that the Energy Commission would specify a
dollar per kilogram. Our intent is to look at
the applications as they come in, do the math,
figure out, you know, what is the dollar per

kilogram that is the ask, and then use that as
15
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part of the scoring, like you said, to figure
out, you know, the efficiency of the use of the
funding.

If we get to that later and it does come
up, bring it up again.

MR. LEIGHTY: Thank you.

MR. LEVIN: Jaime Levin with CTE, Center
for Transportation and the Environment.

Since you’re going to be evaluating on
cost effectiveness for the tranche, how is it
that -- and I didn’t see this so maybe I missed
it in the document, but how are you going to
evaluate the probability of the applicant
fulfilling the entire tranche since you’re going
to be evaluating cost effectiveness on how many
stations over the trance are going to be built?

MR. CAZEL: Yeah. That’s a good
question. We always try to look at what’s the
strength of the applicant and how strong is their
plan? Does it seem reasonable? Is their
schedule reasonable? Do they have, you know,
experienced partners? All of those things go
into deciding, is this, you know, a good get for
the state to spend money on. And so those types

of things, we’ll look at can they really build
16

California Reporting, LLC
(510) 313-0610



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this many stations based on what they’ve told us
about their plan to get there?

So this is just an example, kind of made
into a table that came out of the document. So
an example, number of stations in a batch could
be ten. The capacity per station, 500 kilograms
per day. And then dollars per station proposed.
And the math comes out to $10 million for this
batch. So just a simple equation. The math
works the same if you use dollars per station or
dollars per kilogram to get to the $10 million.
Our intent with using the dollars per kilogram
is, you know, to provide for stations that are
different sizes and different batches, just so

that we don’t have a dollar per station with

station sizes being variable. But this is not
what we’re expecting everybody to follow. This
is just an example. A batch could be any number

of stations.

MR. MCCLORY: Question, maybe just an
administrative guestion.

Is the presentation you’re sharing going
to be available on the docket?

This is Matt McClory with Toyota.

MR. CAZEL: Yes. Yes, we’ll post the

California Reporting, LLC
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slides. Some of them have web links for things
that we’ll reference. And then at the end
there’s a whole list of all of the references
that we use for the solicitations, so they’ll be
posted for everybody to have.

MR. ELLIS: Steve Ellis with American
Honda.

So when I see this and I think about my
years of experience with government procurement,
I always think about trying to procure something
with the lower bidder wins, so to speak. When I
look at this metric it just, it causes me a bit
of concern because I don’t understand how it
might be weighted, this score or in context of
procuring stations, given the fact that you can
also have other metrics that go beyond just the
lowest possible.

So talk a little bit about that and then
what -- just more detail on intent of this
address evaluation in the scheme of the overall
procurement?

Thank you.

MR. CAZEL: So the cost per station and
the cost per kilogram come into scoring under the

budget portion. And so when we get to that part,
18
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you’ll see that we’ve increased the weight of the
budget, the importance and so the cost to the
state, you know, is weighted heavier than it has
been. But then also there’s station performance,
you know, applicant experience, all of those
things will go into scoring, as well.

So does that answer your gquestion
somewhat?

MR. ELLIS: Somewhat. But I guess if
you’re saying a later site is actually going to
get into the, and I can’t remember, the actual

welighting of it, that’s fine. I’'11 wait until

then. But you know, under typical procurement
rules, you know, low bid wins. So that’s why
don’t -- I want to just better understand how

other metrics, call it quality versus quantity,
will really play out? So I'll wait until we get
further along and then see if this comes -- if my
question is answered.

MR. CAZEL: Yeah. It always -- and
there’s a different weight for each metric, but
everything does get weighed.

MR. LEIGHTY: Hi. Wayne with Shell. May
I use this example to just reconfirm my

understanding?
19
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If in this hypothetical example this were
an applicant’s initial batch, $10 million exceeds
the single applicant cap. So how would you
handle that proposal on an initial batch, 1if I
understood correctly, that is too big, too --
yeah? Thank vyou.

MR. CAZEL: Yeah. SO on purpose, we
tried to use an example that you couldn’t fit in,
you know, the round peg in the sgquare hole.

MR. LEIGHTY: Yeah.

MR. CAZEL: So 1f this were an actual
proposal and our cap was lower than this, we
would come back to the applicant and say, hey,
here’s the cap your stuck with, can you build X
number of stations for X number of dollars? So
there would be some give and take. And there is
some language in here that will come up on a
slide later that talks about that a little bit.

MR. LEIGHTY: Thank you. Thank you.

MR. CAZEL: Okay. So eligible costs,
reimbursable an match will be limited in the next
solicitation to equipment only. And so the other
expenses that have always been counted and
accounted for, you know, the labor fringe,

travel, won’t be eligible, even as a match, for
20

California Reporting, LLC
(510) 313-0610



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the next solicitation. So it will simplify the
bookkeeping. And then it limits, you know, what
we need to process to equipment only.

And then along with that, match funding,
so the other side of what’s eligible. So it
would be 50 percent grant funding, 50 percent
match funding, but again, for the equipment costs
only.

MR. BONNER: I have a gquestion. Brian
Bonner from Air Products again.

How is a situation where you have one
company that may have an equipment division as a
subsidiary or let’s say a division of an existing
company that actually sells the equipment that
would include, you know, the imputed labor,
overhead and other costs that would support that
total equipment price and they may sell that to
another company? How would that be handled, I
mean that type of situation, from a cost sharing-?

MR. CAZEL: What we’ll look for is the
bottom-line cost of that piece of eqguipment to be
delivered. So you know, if you’re buying it from
Home Depot, we don’t go to Home Depot and look at
what labor went into getting that to the shelf.

Same thing here. You know, the equipment
21
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producer, whatever it takes for them to get that
equipment to the state where it’s ready to
deliver, that’s the cost we’ll look at. So we're
trying to get out of the business of going into
all of the details on the labor and the fringe
and everything that goes into the eguipment. We
just want to see, what’s the cost of the
equipment? We’ll split it with you 50-50 and use
that as our benchmark, rather than all of the
backup.

So for a company that, like you’re
saying, builds their own internal equipment,
they’11l have to Jjustify it to the state auditors,
how they get to that value. But as far as
judging and using it in the solicitation, we’re
going to use the stated amount of the equipment
value.

MR. BONNER: Okay. So if you did have
like engineering and overhead and, you know,
subcontractor work that would be involved in that
equipment transaction, that can be included in
terms of the cost?

MR. CAZEL: It would be rolled into the
cost of the equipment, yes.

MR. BONNER: Okay. Thank you.
22
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MR. BUTLER: John Butler, Energy
Commission.

Just to elaborate on that, so essentially
it would be, 1f it’s less than an arm’s length
transaction between these companies, then it
would be based on the cost of goods sold. So
that’s an accounting procedure of all the costs
that go into building that equipment. That will
be what our auditors are looking for.

So the wvalue claim under the agreement
and then split 50-50 would be on the cost of
goods sold.

MR. LEIGHTY: Hi. Wayne with Shell.

Just a suggestion to define equipment. And I'm
sure you can get some input on where to draw that
line.

Thanks.

MR. SLOTH: Mikael from NEL. Just to add
to that, equipment, is it only rated to hydrogen?
For instance, there are components in the civil
works construction where you’re also procuring
equipment, like (indiscernible). But is that
equipment or materials?

MR. CAZEL: I would suggest, as Wayne

said, you know, let’s send something into the
23
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docket describing what we should consider for
equipment. I mean, we of equipment as something
that comes on a truck and is unloaded. But as
you’'re saying, there’s stuff that’s onsite that
could be considered or should be considered
equipment as well.

MR. ELRICK: Does this change -- Bill
Elrick, California Fuel Cell Partnership.

Does this change the lineup, the hydrogen
funding and how equipment is dealt with versus
labor or travel, et cetera, more in line with the
other fuels and how funding 1is distributed under
ARFVTP? Is this more of an alignment move for
the rest of the program?

MR. CAZEL: I'm not sure. I'm not sure
if other parts of the agency are going this way
or not.

MR. BUTLER: John Butler again.

So I would say, no, this is not an
alignment. This 1is unique to hydrogen and this
solicitation. And again, this was in an attempt
to keep things simple and make sure -- as simple
as possible and make sure that we’re
appropriately incentivizing, you know, hydrogen

stations and supporting them while balancing it
24
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with that simplicity of limiting it to equipment
purchases.

MR. MCCLORY: All right. One more
question. This is Matt McClory with Toyota.

Does the Energy Commission have an
establish for the number of stations that the
$110 million funding could contemplate? And the
reason I specifically bring that up is in regards
to the joint report from December, it seems it
infer or forecast that up to 46 stations could be
funded with $110 million. But based on the cost
share, that seems to be well under, you know,
half of, I think, our projection, that it should
be closer to 100 stations potential. Could you
provide some clarification of comment?

MR. CAZEL: So the joint AB 8 report used
these numbers to support our goal to reach the
100 stations that AB 8 calls for. So that’s
where that math kind of crosses where, you know,
what we’re presenting here. So if we get more
than the 47 or so stations and exceed the 100
station goal of AB 8, we’re happy with that as
well.

You know, again, these are concepts that

are out there. And based on what we heard, you
25
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know, from the workshops over the last year-and-
a-half, this is where we think we need to go to
reach those goals.

MR. LEIGHTY: Hi. Wayne from Shell.

Just to follow on to Matt’s question and
make sure I understood, the interpretation of the
authorization under AB 8 is that this funding and
GFO could yield a total of more than 100
stations? Is that what I understood?

Or said another way, would you anticipate
calling -- cutting off, calling an end to this
funding when 100 stations are reached?

MR. CAZEL: No. We don’t intend on
stopping at 100 because that’s a goal. We intend
to spend the funding that’s allocated for the AB
8 program to get as far as we can.

MR . MCCLORY: Question. Matt with
Toyota.

As a follow-up, is it fair to assume that
all of the $110 million is used for match -- I’'m
sorry, grant funding for every single station or
is there a whole back that the CEC is going to
deduct from the $110 million so it’s not actually
available for grant funding? I just -- we want

to kind of understand, what’s the potential
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available as it relates to the number of stations
possible?

MR. CAZEL: We don’t intend to hold
anything back within our program but we are
dependent on every years’ allocation from the
legislature and then the process that we have to
go through with our investment plan. So if that
number isn’t exactly $20 million a year and the
$110 million turns out to be a different number,
it wouldn’t be because we were, you know,
consciously holding something in reserve for
another use.

Okay, so here’s the single applicant cap
discussion. So 33 percent of available funding
at any given time is the single applicant cap.
And the example we discussed a little bit
earlier, using the $22.6 million that we’re
expecting to be available immediately for the
initial batch, that would limit the first batch
of stations to $7.5 million, based on those
numbers. So every year, you know, every July
lst, we expect to get our, you know, next
allocation of funding. So this could go up $20
million every July 1lst. Today, we have the $22.6

million available.
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MR . BONNER: Excuse me. Brian Bonner
with Air Products. Sorry I didn’t get this in,
in the last section.

But in terms of the match share funding,
which would be in the form of cash or in-kind
contribution, can that match share funding
include upstream production and distribution
investments from a supplier that provides
hydrogen to the retail fueling stations?

MR. CAZEL: I think it would go -- I
think 1if we go back to what John Butler was
saying, it’s the cost of goods that is declared
as the cost of the egquipment. So however you
arrive at that number, regardless of what the
upstream input is, we’re going to look at that.

MR . BONNER: Yes. Yeah, I understand
that. But then there’s also that tie, you know,
to the capital efficiency metric of a fueling
station in terms of dollars per kg dispensed,
which is only a component of the entire supply
chain that’s actually serving that retail fueling
station. Because there is upstream investment
and capital efficiencies that could differ
depending on how hydrogen is applied to those

stations. And not only capital but also the
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energy component, as well, which could vary quite
considerably.

MR. CAZEL: I think some of those other
aspects would be scored in the other areas, other
than budget. So we would have a cost of the
goods for the equipment as part of our criteria.
And then there are other scoring bullets in other
criterion that cover, you know, the efficiency of
the station, the supply, the reliability of that
supply. Does that make sense? Okay.

So then the next solicitation is will
also have a pre-ordained reimbursement for
different stages for the grant funds, so stages
one through five, depending on the criteria that
are reached, and then the percentages that are
eligible for reimbursement at those different
stages.

So stage one, the critical milestones are
met. The design plans are completed. The
egquipment is ordered. We can process an invoice
for reimbursement on the equipment for up to 25
percent, so that could be a down payment for the
egquipment. And then each stage after that, you
can see different progress needs to be completed.

And then the eligible reimbursement percentage
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goes up.

One the station is open and operating, up
to 90 percent can be reimbursed. And then the
final ten percent is essentially the retention,
which will be reimbursed after completion of the
data collection at the end of the entire project.

MR. LEIGHTY: Wayne from Shell again. My
apologies. This is also going backward just a
little bit.

I'm wondering, I generally interpret the
change in eligible expense shifting to equipment
only being a simplification. I'm wondering what
simplifications in administering a grant
agreement go along with that?

For example, 1in current grant agreements
there are some requirements around
subcontractors, labor and wage rates, et cetera.
Do you anticipate that without those components
of expenditure included in the eligible expense,
those requirements and administrative aspects are
eliminated or continue? Is it -- are you abl